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		Financial Planning Basics
	

	
		Securing your financial future is a serious matter. Having a vision and a plan for your financial future brings the order and discipline you need, and ultimately the control and peace of mind you desire, in your financial life. Financial planning can help you define, pursue, and achieve your financial goals.

Here are some basics of financial planning:

What is financial planning?

Financial planning is a process that involves identifying your financial goals, and using sophisticated saving, investment, and tax strategies to achieve them. Some of your financial goals may include:

	Ensuring a financially secure retirement
	Building and preserving wealth
	Funding your child’s college education
	Paying off debts
	Reducing the financial risks associated with devastating events
	Creating income in retirement
	Maximizing wealth transfer
	Establishing charitable legacies


What is the financial planning process?

Financial planning is the following six-step continuous process designed to help you define, pursue, and achieve your financial goals:

	Define and agree with your financial objectives and goals
	Gather your financial and personal information
	Analyze your financial and personal information
	Develop and present a financial plan
	Implement the financial plan
	Review and update the financial plan


What is a financial plan?

After thoroughly understanding your financial goals and analyzing your current financial and personal information, your financial advisor prepares for you a financial plan – a document outlining your current financial position and the steps you need to take in order  to achieve your financial goals within your timeframe. Once your financial plan is implemented, your financial advisor periodically reviews it with you and updates it when needed, to ensure that your financial plan remains on the track to achieving your financial goals in a timely manner.

What are the benefits of financial planning?

There are many benefits to actively planning for your financial future. Going through the financial planning process –

	Helps you crystallize and prioritize your financial goals.
	Gives you a clear sense of where you currently are and the steps you need to take to get to where you want to be in the future.
	Brings order, focus, and discipline to your financial life.
	Improves your financial habits and behaviors.
	Gives you the tools to monitor and measure your progress towards your financial goals.
	Gives you control and peace of mind regarding your financial future.
	Increases the likelihood of achieving your financial goals.


No matter what your financial goals, planning to achieve them is the first step of your journey. Planning for a desired financial life is a smart and responsible thing to do for yourself and for your loved ones. Before you start your search for a financial advisor, please read the article 5 Things to Consider While Selecting a Financial Advisor to find the right financial advisor for your needs.
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		Life Insurance Basics
	

	
		Life is unpredictable and in many aspects uncontrollable. If you are the sole or significant breadwinner of your family and wish your loved-ones to be financially secured in the event of your passing, buying a life insurance policy is one of the most affordable and effective ways to ensure it.

Here are some life insurance basics:

What Is Life Insurance?

Simply put, life insurance is an insurance on the insured’s life. If the insured passes away during the term of the policy, the insurance company pays a set amount of money to his/her beneficiaries. For example, if John bought a $250,000, 25-year term life insurance policy on his life and named his wife and children as the beneficiaries, John’s wife and children will get $250,000 if John dies within 25 years.

How Does It Protect Your Family’s Financial Future?

Life insurance pays a set amount of money to the insured’s beneficiaries in the event of the insured’s passing. Some of the things your beneficiaries might be able do with the money they receive include:

	Replace your income
	Pay off major debts such as home mortgage, car loans, and credit cards
	Fund your children’s education
	Pay for your final medical and funeral expenses
	Pay off any other outstanding debts


While income replacement and debt payoff are the primary reasons why most people buy life insurance, some of the other reasons for buying life insurance include:

	Efficiently transferring your wealth to your beneficiaries
	Creating an inheritance for your beneficiaries
	Effectively making a large charitable contribution
	Creating a disciplined saving habit
	Buying your business partner’s shares


Type and Amount of Life Insurance

There are various types of life insurance, each designed to serve specific needs of the policyholders. The two most common life insurance types are Term Life Insurance and Whole Life Insurance. The type and the amount of life insurance you need, depends on your current personal situation and future financial needs. There are many different rules of thumb that people use to quickly ballpark the amount of life insurance they need. According to one such rule of thumb, it is 10X to 12X of the insured’s annual gross income.

Cost of Life Insurance

Your life insurance rate is calculated primarily based on your life expectancy, the face amount of the policy, and the length of the policy. Life insurance has never been more affordable, making coverage possible for almost any budget. The premiums on term life insurance policy, for instance, have gone down by as much as 40% on an average from 2007 to 2017. For example, a 40-year old healthy man can now buy a $250,000 term life insurance policy for as little as $40/month.

How to Buy a Life Insurance Policy?

Contact a life insurance agent to help you determine the type and the amount of life insurance policy appropriate for your situation. Your agent will explain various policy terms and coverage, and assist you in preparing the insurance application package. As a part of the insurance application, you may be required to provide your blood and urine tests, and fill out a detailed questionnaire regarding your lifestyle, your family health history, your personal health history, etc. Once your application is accepted by the insurance company, your coverage will become effective for the term of the policy. Within each pay period, you must timely pay your insurance premium to keep your life insurance coverage active.
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		Tips for First-time Homebuyers
	

	
		Buying a home can be an exciting as well as a stressful time, especially for the first time homebuyers. Proper preparation and education before beginning a search for a dream home can help remove some anxiety from the home-buying experience. Here are some tips aimed at making the home-buying experience a smooth, efficient, and stress-free one:

Reason(s) for buying – For most homebuyers, the reason(s) for buying a home include:


	Build home equity
	Receive income tax benefits
	Social status
	Avoid rent increases and canceled leases
	Enjoy potential price appreciation




Knowing your reasons(s) for buying a home, and how homeownership fits into your overall life goals, will make you more likely to stick with the home through thick and thin.

Things to consider – Homeownership is a matter of pride as well as a responsibility. Before buying a home, you should consider:


	Financial Stability and Budgeting: Assess your earning potential and calculate your monthly expenditures to make sure you will be able to pay your mortgage, taxes, insurance, HOA, repairs, maintenance, utilities, as well as for emergencies, every month for several years.
	Risks: Due to the ever-changing market, a real estate investment does not always increase in value. Your property value may increase or decrease over time.
	Commitment: When you own a home, it is harder to pick up and move with short notice; you are obligated to sell the home first.




Having considered all these beforehand makes you a careful, confident, and committed homebuyer.

Some prep work – Take necessary steps to get your financial house in order now that will be required later in the process:


	Check your credit report to ensure the accuracy of the items reported on it.
	Take necessary steps to improve your credit score.
	Hold off on large credit purchases.
	Save and set aside money for a down payment in a verifiable account.
	Document your rental history for at least the last 12 months.
	Organize documents needed for mortgage pre-approval (paystubs, W-2s, tax returns, bank statements, etc.).




Getting your financial house in order beforehand shows your seriousness towards buying a home to your real estate agent and mortgage lender.

Education – Before going shopping for a home, educate yourself thoroughly on each of the steps involved in a home-buying process:


	Find a real estate agent
	Get pre-approved for a mortgage
	Find a home
	Write an offer
	Inspect the house
	Negotiate repairs
	Shop for a loan
	Shop for homeowner’s insurance
	Sign papers




The more you educate yourself about the home-buying process beforehand, the less stressful it will be, and the more likely you will be to get the house you want for a price you can afford. To learn more about home-buying process, visit www.HUD.gov

Find a local real estate agent – A real estate agent can help make the home-buying experience a focused, organized, and efficient one. Among many other things, a real estate agent can:


	Recommend a mortgage broker or lender for mortgage pre-approval.
	Help crystallize the type, features, and location of the home you want to live in.
	Facilitate your home search, schedule and accompany you on site visits, explain pros and cons of the homes you like, etc.
	Help you write an offer and negotiate price, contingencies, terms, and repairs.
	Coordinate with various parties involved in the transaction and handle all the paperwork.




It doesn’t cost the buyer anything to use a real estate agent – they’re compensated from the commission paid by the seller of the house.

Good luck, and we hope you find your dream home soon!
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		“Why Should I Buy Life Insurance?”
	

	
		Simply put, life insurance is an insurance on the insured’s life. A life insurance policy provides a lump sum payment to the insured’s intended beneficiary in the event of the insured’s passing. Life insurance is widely considered the cornerstone of sound financial planning. The main reasons for families to buy life insurance include:

	Income replacement for survivors: If your loved ones depend on your income, life insurance can replace your income for them if you die. Insurance to replace your income can be especially useful if the government- or employer-sponsored benefits of your surviving spouse or domestic partner will be reduced after your death.
	Elimination of your mortgage and other debts: If you don’t want your loved ones to be left with any extra financial burden after you die, in addition to providing income to cover everyday living expenses, life insurance can pay off any outstanding balance of your mortgage, car loans, credit card, etc., providing your loved ones with complete financial security.
	Create a source of savings: Some types of life insurance create a cash value that, if not paid out as a death benefit, can be borrowed or withdrawn on the owner’s request. Buying a cash-value type policy can create a kind of “forced” savings plan. The interest credited on this “forced” saving is tax-deferred (and tax-exempt if the money is paid as a death claim).
	Funding for your children’s education: If you want your children to graduate debt-free from college, life insurance policies that carry a cash balance allow consumers to withdraw tax-free up to the amount paid in premiums, or to take out a policy loan to cover the costs of college education.
	Wealth transfer: There are many benefits of using life insurance as a means to transfer your wealth to beneficiaries efficiently, including tax-free transfer, predictable value of death benefits, non-attachment to market performance, etc.
	Create an inheritance for your heirs: Even if you have no other assets to pass to your heirs, you can create an inheritance by buying a life insurance policy and naming them as beneficiaries.
	Final expenses: Life insurance can pay your funeral and burial costs, probate and other estate administration costs, debts, and medical expenses not covered by health insurance.
	Make significant charitable contributions: By making a charity the beneficiary of your life insurance, you can make a much larger contribution than if you donated the cash equivalent of the policy’s premiums.


Your reason to purchase life insurance determines the type of insurance policy and the coverage you need. While the above are the most common reasons why most people buy life insurance, they are not the only reasons why you may need life insurance. You should consult a knowledgeable life insurance agent who will analyze your personal situation to determine whether you need life insurance, and if so, the type and the amount of life insurance ideal for your situation.
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		A Quick Guide to Small Business Loans
	

	
		If you’re ready to start a small business, or already have one you want to grow, you have three main loan options: government-backed SBA loan, conventional bank loan, or a loan from an alternative lender. Which kind of loan is the best for you depends on factors such as loan purpose, amount, collateral and payback period, your business history, and the current financial shape of your business.

Small Business Administration (SBA) Loans: With SBA loans, the government isn’t directly lending small businesses money. Instead, the SBA sets guidelines for loans made by its partners, which include banks, community development organizations, and micro-lending institutions. Businesses have a variety of SBA loan types to choose from (CDC/504, 7(a), Microloan, and Disaster loan) depending on the parameters and stipulations on how the money can be used and when it must be repaid. The amount of loan secured by the government guaranty can vary depending on the loan type. For small business borrowers, compared to the conventional bank loans, the advantages of SBA loans include more favorable loan terms, lower interest rate on the loan portion guaranteed by the government, and typically less stringent lending standards, while the disadvantages include additional paperwork, extra loan fees, and a slower loan approval process. 

Conventional Bank Loans: While banks are often the sources of SBA loans, in addition to the SBA loans, they also offer some other similar loans including working capital loans, equipment loans, merchant cash advance, lines of credit, professional practice loans, and franchise startup loans. Unlike SBA loans, non-SBA conventional bank loans are not insured by the government. For small business borrowers, compared to SBA loans, the advantages of conventional loans include a faster loan approval process and more flexible loan use terms, while the disadvantages include more stringent loan standards, higher interest rates, and shorter repayment periods. 

Alternative Lenders: Lenders other than SBA and conventional banks are typically considered as alternative lenders. Some of the examples of alternative lenders include Kabbage, OnDeck, Dealstruck, BlueVine, and Accion. In addition to offering conventional loans similar to the ones offered by the banks (working capital loans, equipment loans, merchant cash advance, lines of credit, professional practice loans, and franchise startup loans), alternative lenders also offer loans such as unsecured loans, disaster loans, asset-based loans, and bad credit business loans. Alternative lenders are becoming a popular choice, particularly for startups and small businesses with less than a stellar financial history. For small business borrowers, compared to conventional bank loans, the advantages of alternative lending include faster loan approval process and more flexible loan standards, while the disadvantages include a significantly higher interest rate and shorter repayment period. 

There are no hard-and-fast rules or formulas for figuring out what loan option and type are the best for any given business. It depends on the details of your situation. Consider your business needs and financial circumstances before you determine what loan option and type might work best for you.
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		Mezzanine Debt for Small Business Growth
	

	
		As a small business owner, you look to either a bank for a loan or to a private investor for an equity investment, to fund your business growth initiatives, including organic growth, business acquisition, operational improvement, buyout, and recapitalization. While bank loans and private equity investments are widely used funding options, they both have funding attributes that are considered as drawbacks by many small business borrowers. 

For example, a bank loan comes with stringent lending standards and terms, lengthy loan approval process, floating interest rates, and requirements for collateral and even personal guarantees. Moreover, a bank loan is amortizing (paying off a portion of the principal with each payment), which can be a significant drain on the business’s cash flow during the same time when the business needs cash the most. For private equity investment, it is a lot more expensive and dilutive, and normally requires a controlling interest and management control in the business. Moreover, a private equity investor could force an ultimate sale of the business within 3-6 years. 

Fortunately, there is a third funding option available, which combines many of the desirable funding attributes offered individually by bank loans and private equity investments. It is called Mezzanine debt or Mezzanine capital.

What is Mezzanine debt? : Mezzanine debt, aka Subordinate debt, is a combination of typical bank loan debt and private equity investment. It is a hybrid debt, blending the traditional debt features such as interest with equity characteristics like warrants. For borrowers, the mezzanine debt offers a much more flexible, supportive, and long-term loan solution, compared to a bank loan, and a much less expensive, dilutive, and controlling partnership, compared to a private equity investment.  

How Mezzanine debt works? : Mezzanine debt is typically structured as a long-term, fixed-rate, interest only, and non-amortizing debt, with a balloon payment of principal due at the end of the term. Some mezzanine debts offer Payment-In-Kind (“PIK”), which defers the interest payments in future, while others require equity participation via a warrant or a direct equity co-investment. The amount of mezzanine debt a business can raise is typically the difference between its current total debt and the maximum debt it can afford to take, typically in relation to its projected cash flow, EBITDA, and/or tangible assets over the investment term.

Comparison of Mezzanine Debt with a Senior Debt (a bank loan) and a Private Equity Investment: Here is a comparison of typical funding transactions:

	 	Senior Debt	Mezzanine Debt	Private Equity
	Approval/Due Diligence Time	Long	Short	Short
	Collateral	Yes	Little to None	No
	Personal Guarantee	Yes	No	No
	Loan Customization Standards	Rigid	Flexible	Flexible
	Loan Structure	Revolving Debt	Debt w/ Warrants	Preferred Stock
	Investment Horizon	Short Term	Long Term	Long Term
	Seniority/Security	Senior Loan	Junior Loan	Unsecured
	Interest Rates	Floating	Fixed	Fixed
	Loan Amortization	Yes	No	No
	Coupon Deferral	No	Possible	N/A
	Risk Tolerance	Low	Medium	High
	Required Return	Low	Medium	High
	Hidden Costs	Personal Guarantee	None	Loss of Control
	Equity Dilution	None	Low	High


 

Each of these options has its pros and cons; and as a small business owner, it is your job to decide which option works best for your situation.
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		Business Entity Selection
	

	
		
One important consideration when starting your business is determining the best legal structure of your business. Your selection of legal structure will affect operating efficiency, transferability, control, the way you report income, the taxes you pay, and your personal liability.

Here is the comparison of some of the basic considerations while selecting one of the five most common structures for your business entity:


	 	Sole Proprietorship(SP)	Limited Liability Partnership (LLP)	Limited Liability Company (LLC)	S Corporation	C Corporation
	Limited liability	No	Yes (for LPs only)	Yes	Yes	Yes
	Perpetual life	No	No	Yes	Yes	Yes
	Eligibility	Physical persons	No limitation	No limitation (Limited if “S” election is made)	U.S. citizens or permanent residents	No limitation
	Maximum shareholders	Single owner	Unlimited	Unlimited members	100	Unlimited
	Minimum ownership	1	2 or more	1 in many states	1	1
	Ownership by other corporate entities	N/A	Yes	Yes	No	Yes
	Classes of stocks	No	No	No	Yes	Yes
	Flow through entity	N/A	Yes	Yes (if treated as SP, Partnership or S Corp)	Yes	No
	Double taxation	No	No	No(unless treated as a C Corp)	No	Yes
	Tax flexibility	Medium	Medium	Highest	Medium-high	Low
	Federal tax forms	1040 (Schedule C)	1065	1040, 1065, 1120S or 1120	1120S	1120


The choice of a legal structure can be complicated and errors can be costly. In addition, current tax laws make it difficult to change your legal structure after you begin operating. Making the right decision before you open for business is very important.

Consult with a CPA who can help you decide what type of entity and structure is best for your situation and type of business, explain how business structure affects your organization’s bottom line, and file the necessary paperwork to start your business.
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		Selling Your Small Business? Don’t DIY
	

	
		As a small business owner, selling your business may be one of the biggest events of both your professional and personal life, that you will go through once, perhaps twice, in your lifetime. Having an experienced business broker on your side can help you sell your business in a timely, stress-free, and profitable manner.

While selling their business, many sellers take a Do-It-Yourself (DIY) approach mainly to save money on broker commissions. However, many researches have consistently shown that the DIY approach has many disadvantages including, among others, fewer qualified buyers, slower sale process, lower sale price, and disruption of business operation.

While you are the expert in your business and even industry, you are most likely not an expert in the sales process, but importantly, there are those who are. Having successfully sold many businesses like yours, business brokers can help you sell your business more quickly, efficiently, and profitably.

There are many benefits to using a broker to sell your business, including:

	Confidentiality: Unless you desire otherwise, a business broker will use nonspecific descriptions of the business, and will require signatures on strict confidentiality agreements from prospective buyers to protect the identity of your business and provide you a protective shield of privacy.
	Business continuity: With a business broker now engaged in actively selling the business, you can maintain a focus on running the business while your broker is working on the sale. The sale process can be long, and not hitting budget can be detrimental to a deal.
	Marketing. A savvy business broker understands the key values that buyers are looking for in a business, and can assist you in identifying the changes necessary for a better selling price. A business broker can help present your business in the best light to maximize the sale price.
	Reaching maximum buyers: Business brokers have the tools and resources to reach the largest number of potential buyers, some of which may include using a proprietary database of qualified buyers, collaboration with other brokers, sourcing active financial investors and strategic buyers in your industry, and utilizing savvy online and offline marketing techniques. Business brokers can get the word out about the business far more effectively than any owner could manage to on an individual basis.
	Valuing your business. Business brokers can use transaction databases to provide you with guidelines or reference points to determine the sale price range for your business. This is called Market Value Approach. Some business brokers are even trained to prepare business valuation models based on Income Approach and Asset-based Approach. Regardless of the approach used, knowing an approximate value of your business can help you negotiate with confidence.
	Leveling the playing field: If you are dealing with a buyer with a lot of previous experience in acquiring businesses and now having a team of professionals helping him in this deal with you, having a seasoned business broker on your side can balance the knowledge and experience.
	Closing the deal: Your business broker is compensated based on the percentage of the sale price and is paid only if the sale occurs. This motivation alone is enough to ensure that he is doing everything he can to close the deal for the highest price and in the least amount of time possible.


A DIY approach may work well perhaps for tackling a “honey-do” list, but when it comes to selling a business, let the experienced brokers handle the entire sale process to your advantage.
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		5 Steps to Manage Your Small Business Credit
	

	
		Small business owners agree that cash flow management is one of their top concerns. In fact, poor cash flow management is one of the main reasons many small businesses fail. Actively managing the business credit can help small businesses improve their cash flow in many ways: by securing financing at better terms, getting supplies at affordable terms, making smarter credit decisions, protecting against business ID theft, and even attracting new customers.

Here are some simple steps you should take to manage your business credit:

	Find out whether you have a business credit file – You should first know if your small business has a business credit file. There are several credit bureaus that collect data and create business credit scores. These include Dun & Bradstreet, Experian and Equifax. Since you never know which credit bureau your vendors, creditors, potential customers, or financial institutions will check, it is smarter to maintain your business credit file with all the three.
	Establish a business credit history – If you are one of those small business owners who use their personal credit and finances to get their business going, once your business is off the ground, start establishing a credit history of your small business by having and using a commercial bank account to pay your business bills.
	Be selective in selecting your suppliers and lenders – All else equal, select the suppliers and lenders who report your transactions with them to credit bureaus. Establishing tradelines with such suppliers and borrowing money from such lenders will greatly enhance the credit history of your business when you pay them on or before time.
	Pay bills on time – and understand other factors influencing your credit rating – The most important thing you can do to improve your business credit score and build a positive payment history is to pay your bills on time. Therefore, be sure to have a very good cash forecasting system in place, to ensure you always have enough cash to pay your bills when due. While payment behavior is important, it is not the only factor that your credit rating is based on. Your credit rating is based on multiple factors such as your industry, revenues, the number of employees, etc. Learn about the factors that can be controlled by you, which were considered as the main factors in determining your credit rating, and work judiciously to improve those.
	Monitor your business credit file and keep it up to date – By monitoring your business credit file regularly (at least once a month), you will become aware of any change in your credit rating before it affects your relationship with vendors, creditors, potential customers, and financial institutions. You should keep your credit file current and accurate, reflecting changes such as location, number of employees, outstanding suits/liens, and revenue – all of which affect your business credit rating. Ensure that those looking at your business credit are making their decisions based on complete and accurate information.


Having a good business credit rating is essential in improving your cash flow and ultimately leading to your business success. Work diligently in establishing and managing your business credit.
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		5 Benefits of Financial Planning
	

	
		Financial planning is a systematic approach towards pursuing your financial goals. It involves making the right financial decisions today for better financial results in the future. Financial planning adds clarity and inspires discipline to your financial life, which gives you a sense of control, assurance, and peace of mind regarding your financial future.

Following are the top five benefits of financial planning:

	Clarity: The financial planning process involves quantifying and prioritizing your financial goals, consolidating and organizing all your current finances, and assessing and analyzing your financial situation, to identify the gaps between your current financial position and your future financial goals, and how best to bridge these gaps. The clarity you gain during the financial planning process helps you see the big picture of your financial life and understand how your individual financial decisions impact your overall financial success.
	Discipline: Financial planning simplifies your financial life, which in turn inspires the financial discipline and commitment you need in order to pursue your financial goals. Knowing precisely where you stand at any given time in comparison to where you want to be in the future, and the steps you need to take to get there, helps you stay focused and committed in your journey towards your financial goals.
	Efficiency: Financial planning is about planning ahead for the financial future you desire. Knowing now where you want to be in the future allows you the time you need, to design and put in place a solid game plan that can help you arrive at your destination in the most efficient manner possible. For example, knowing what age you want to retire at and how much money you will need to have saved by then, helps you identify and employ sound savings, investment, and tax strategies along the way, that are most efficient and advantageous for your situation in achieving your retirement goal.
	Control: A financial plan provides the guidance you need to make sound financial decisions. It allows you to be in charge of your financial life, take deliberate actions in pursuing your financial goals, and proactively address potential risks that may jeopardize the financial future you desire; all that you need to feel confident in your financial journey and in control of your financial destination. 
	Peace of Mind: Financial planning provides a sense of assurance towards achieving your financial goals. It provides you the guidance you need to manage your financial life and the tools you need to measure your progress towards your financial goals. Always knowing you are on track to achieving your financial goal helps you to have peace of mind regarding your financial security in the future. 


Securing your financial future is a serious matter. Using a systematic approach to pursue your financial goals increases the likelihood of achieving them in the most efficient manner possible. Financial planning can help you take a lot of the guesswork out of your financial life and avoid many unpleasant financial surprises in the future.
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		Closing Preparations for Homebuyers
	

	
		You have worked diligently and tirelessly towards finding a home, securing a mortgage, and negotiating the purchase price and terms with the seller. Closing is now the final step in your journey towards owning a home. While your closing attorney will handle most of the closing paperwork and activities, you will need to ensure a few things for a smooth closing: 

	Mortgage: Stay in contact with your mortgage lender and your realtor as you go through the mortgage process. If there are changes to the sales contract, be sure to provide them to the mortgage lender and the closing attorney’s office at the earliest opportunity.
	Homeowner’s Insurance Policy: Select a hazard/homeowner’s insurance company and provide proof of coverage to your closing attorney prior to the closing date. Your closing attorney will send you a Buyer Information Sheet that will need to be filled out and returned at the earliest opportunity.
	Fund Transfer: Your Good Faith Estimate will give you a good idea of the amount you will need to bring to the closing. If your cash to close is more than $5,000.00, Georgia law requires that you wire the funds to your closing attorney’s account. Be sure to initiate your wire transfer with plenty of time to have your funds reach your closing attorney’s account prior to the closing. If your cash to close is less than $5,000.00, you may bring a personal, cashier’s, or certified check made payable to your closing attorney’s office.
	Title Insurance: All mortgage lenders require Lender’s Title Insurance and your closing attorney may be able to help you secure it. Title Insurance is a small one-time charge for the protection of one of your largest investments as well as peace of mind. Title Insurance will protect the owner against any defects in title, which may not have been detected by the title exam. The average cost is between $500 and $1,000.
	Surveys: Many mortgage lenders no longer require surveys for real property purchases here in Georgia, but many closing attorneys strongly recommend that you purchase a survey for your new home. Let the closing attorney know if you would like a survey to be ordered. The usual cost is between $400 and $600. 


If you will not be able to attend the closing, let your closing attorney know if you would like to set up a mail-away closing or if you would like to sign a Power of Attorney and have someone come to the closing to sign as your designated Attorney-in-Fact.  Also, if only one spouse is on the loan and you would like to add your spouse to the title, let your closing attorney know so he can prepare a deed for you to sign at the closing.  

At the closing, your closing attorney will arrange for your signing of numerous documents such as Promissory Note, Security Deed, Truth in Lending, and other lender documents. The seller will sign a deed transferring the title of the property to you.  

Congratulations, you are now officially a homeowner!
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		Selecting a Location for Your Next Home
	

	
		Buying a home is a major life event. The decision about the location of your next home should not be taken lightly as it will impact your daily lifestyle, convenience, and financial well-being, for years to come. While a “perfect location” may mean different things to different people, the following are the most common factors most people consider while selecting a location for their next home:

	Lifestyle: The lifestyle of living in urban, suburban, or rural area, could not be more different from one another. Weigh in your likes and dislikes about each of these lifestyles to select a location that offers the type of lifestyle you and your family like to enjoy.
	Commute: Commute costs time and money, and causes displeasure and inconvenience. Select a location that is reasonably close to the places you frequent, such as work, friends and family, place of worship, gym, airport, favorite stores and restaurants, etc.
	School District: Generally, the higher the public school ranking,the higher the demand and price appreciation of the houses in the area, and vice versa. Also, the higher the public school ranking, the less severe the price decline during a housing slump, and vice versa. Choose the location of your next home in a better-ranked public school district to preserve the value of your investment. 
	Demographics: Just as the school district, the area demographics also play a significant role in the demand and price appreciation of the houses in the area. Learn about various demographics that are important to you on websites like City-data. Some of the area demographics most people care about while selecting their next home include racial and ethnic mix, median household income, percentage of adults with a college degree, gender ratio, average age, and the area crime rate.
	Amenities: Local area amenities, such as libraries, parks, recreation centers, playgrounds, hospitals, public transportation, nature walks, and trails, are very important to many buyers. Consider the amenities that a location offers when buying your next home, as they will increase the desirability of your home when you sell it.
	Taxes: Different municipalities and counties charge different types and amounts of local taxes to their residents. Some of the examples of such local taxes include sales tax, property tax, and local tax credits and exemptions. Factor in your decision the incremental amount of local taxes you will be paying to live in a particular area.


You may also want to consider other things such as historical home price trend in the area, current home inventory, recent sales and how long were they in the market, local city and county governance, and overall infrastructure in the area. 

 Once you have identified the area you want to live in, the next step is to find a real estate agent who is specialized in buying and selling homes in that area. Your local real estate agent will help you learn about various neighborhoods in the area fitting your home price budget and meeting your home needs. Select the neighborhood that is the closest fit to your lifestyle and personality – a place where you will feel comfortable and where you are likely to get along with your neighbors. Consider the HOA fees, neighborhood amenities, and association covenants, before finalizing the purchase.
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		Common Excuses for Not Buying Life Insurance
	

	
		Life insurance is one of those things people don’t appreciate having until there is a need for it. Sadly, it is too late to buy a life insurance policy when you wish you had it. While most people understand the importance of life insurance in ensuring the financial security of their loved ones, many people put off buying life insurance by using excuses like:

	“I have too many other things to worry about right now. I will buy it eventually”: You never know when something unfortunate or unexpected might happen to you. Don’t play Russian roulette with your family’s financial future. If your situation warrants life insurance, buy it today. Moreover, the longer you wait, the more expensive the policy may get, mainly due to an increase in your age and possible health issues.
	“My other financial obligations are more important than life insurance”: Ensuring financial security of your loved ones is just as important as, if not more than, any other financial obligations. It’s all about priorities and care for the people who depend on you. One way to make room for a life insurance policy in your finances is to spend a bit less on some of your non-essential discretionary expenses, and use the savings to fund a life insurance policy instead.
	“I’m healthy”: Actually, that is one of the reasons why you should buy a life insurance policy now, rather than later. You are more likely to lock in a longer term policy for a lower premium now when you are healthy than when you may not be later. None of us know for sure how long in the future we will remain healthy. In some situations, a policy may not even be available for you if your health deteriorates to a certain degree.
	“My employer’s life insurance will cover my family”: Coverage through your employer is a good start, but unfortunately, it is typically only one to two times your salary. This is hardly enough to provide any adequate income for your spouse and dependents. Also, insurance coverage from an employer is not portable – meaning the employee doesn’t own it and can’t take it with them if they lose their job.
	“Social Security survivor benefits will be enough”: Survivor benefits are typically a modest amount, rarely sufficient for the needed financial security of the survivors. Survivor benefits are based on the earnings of the deceased, and the amount given each month to a survivor is only a percentage of the deceased’s basic Social Security benefit, which varies based on the survivor’s status.
	“It’s too expensive”: Life insurance has never been more affordable, making coverage possible for virtually any budget. There are plenty of inexpensive policies available in today’s market. Besides, not carrying life insurance can prove to be far more costly to you and/or your family in the future.
	“I don’t understand it well enough to buy it”: The concept is simple – you pay a set premium each month (for example, $100) in exchange for a promise that your loved ones will get a lump sum amount (for example, $250,000) in the event of your death within a set term (for example, the next 20 years). To learn more, you should contact a local life insurance agent who can answer all your questions and guide you through the process of buying a life insurance policy.
	“It makes me think about death”: Don’t you think the thought of leaving your spouse, children, or other loved ones, in dire financial straits is equally, if not more, unpleasant as thinking about passing away? Buying a life insurance policy is a great way to express to your loved ones that you care more about their financial security than any unpleasant thought for the time being.


No matter what your excuse(s), there is absolutely no excuse that can justify jeopardizing the financial well-being of your loved ones. If your situation warrants buying life insurance, stop procrastinating and buy it today. Fortunately, life insurance has never been more affordable, making coverage possible for virtually any budget.
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		LLC vs. S Corporation – Which One Is Better?
	

	
		The main similarity between Limited Liability Company (LLC) and Subchapter S Corporation (S Corp) entity types is that they both allow the benefits of limited liability protection and pass-through taxation. However, both these entity types have their unique set of advantages and disadvantages that you should be aware of, while deciding which one of the two types is more beneficial for your unique circumstances.

An LLC offers ease of creation, less restrictions on ownership structure, and fewer reporting requirements and corporate formalities. An LLC allows profits and losses to be shared among its members in a manner other than member’s pro-rata ownership in business. Also, a single-member LLC is permitted to report business activities on owner’s personal income tax return rather than filing a separate tax return. A couple of potential downsides of an LLC in comparison to an S Corporation is that you may potentially pay more in employment taxes, and there are some restrictions regarding whom you can sell your business ownership interests to.

An S corporation has restrictions as to who can be an owner and the number of owners there can be. An S corporation requires its profits and losses to be shared in proportion to each shareholder’s ownership in business. In addition, an S Corporation is always required to file a tax return, regardless of income or loss. Shareholders of an S Corporation are required to pay estimated taxes on their income from S Corporation on their own returns. A couple of potential benefits of an S Corporation in comparison to an LLC is that you may potentially pay less in employment taxes, and there are generally no restrictions regarding whom you can sell your business ownership interests to.

The biggest consideration in deciding between an LLC and an S corporation is employment taxes.

An LLC owner is considered self-employed and not required to withdraw a salary. An S corporation shareholder, on the other hand, is not considered self-employed, and is required to withdraw a reasonable salary for his/her time and efforts devoted to the business. In essence, an LLC owner pays self-employment taxes on all profits distributed to him/her, whereas, an S corporation shareholder pays self-employment taxes only on the reasonable salary he/she is required to withdraw. S corporation profits, net of the reasonable salaries paid to the shareholders, are not subject to self-employment taxes.

IRS does not provide specific guidelines as to what is considered as reasonable salary. It is the responsibility of taxpayer to determine that. Factors considered by the courts in determining reasonable salary for employees or officers of an S corporation include duties and responsibilities, training and experience, time and efforts devoted to the business, dividend history, amounts that comparable businesses pay for similar services, etc.

In the end, there is no single right answer to the question as to which one is better – LLC or S corporation. The answer depends on your unique circumstances. Consult your CPA to weigh pros and cons of each entity type and select the one that is best for your situation.



	


	
	
		Posted on December 26, 2016May 28, 2019Categories CPATags Business FormationLeave a comment			




	
	
		[image: 8 Common Misconceptions About Financial Planning]	

	
	
		8 Common Misconceptions About Financial Planning
	

	
		Most people understand the basics of financial planning and the benefits it offers. Yet, many of them also have some misconceptions about financial planning.  While there can be a variety of reasons why many people don’t plan for their financial future, part of it can be explained by some common misconceptions they may have about financial planning. 

Here are 8 most common misconceptions about financial planning.

	“Financial planning is only for the wealthy families” – Saying financial planning is only for wealthy families is like saying only wealthy families have financial needs, dreams, and aspirations. Financial planning is for anyone who wants to organize their finances, make sound financial decisions, and pursue money goals. Paying off debts, building wealth, having a secure retirement, and giving their child a debt-free college education, are some of the most common financial goals most people have, regardless of their level of income or net worth. No matter your financial status, financial planning can help you pursue your financial goals in the most systematic and efficient manner possible.
	“Financial planning benefits only the reckless spenders” – Financial planning is for anyone, reckless spender or not, looking for clarity, organization, and discipline in their financial life. Financial planning can help you simplify your financial life, quantify and prioritize your financial goals, and provide you the direction you need in pursuing your goals.
	“Financial planning is all about budgeting, cutting back and saving” – This may or may not be warranted depending on your current financial and personal situation, and the financial goals you are trying to accomplish. An effective financial plan goes beyond saving, to help you live the life you want, with the resources you already have. A right financial plan for your circumstances can balance what you need and want today, with the personal goals you have for the future.
	“Financial planning is all about selling me financial products” – Not all financial advisors earn commissions, referral fees, and other financial incentives on the products and solutions they recommend for your needs. Unlike commission-based financial advisors, fee-only financial advisors earn only an hourly fee or a flat fee for their expert financial advice, and nothing else. Ask your financial advisor about his fee-structure and all potential conflicts of interests.
	“Financial planning is same as retirement planning” – While retirement planning is one of the major financial goals for most people, it is usually not the only financial goal in their life. In addition to having a goal of ensuring a secure retirement, you may also have other financial goals such as building and preserving wealth, funding your child’s college education, paying off debts, reducing the financial risks associated with devastating events, maximizing wealth transfer, establishing charitable legacies, etc. A well thought out financial plan prioritizes your financial goals and may even make it possible to pursue many, or all of them, simultaneously.
	“Financial planning is just about investing” – Financial planning takes into account various parts of your financial life – taxes, insurance, retirement, budgeting, investing, estate planning, and life goals – and develops financial strategies that make those parts work together, in achieving your financial goals in the most efficient manner possible. While sound investing is an important part of financial planning, it does not constitute the entire financial planning in itself.
	“Financial planning is not for young people” – Establishing a plan early in life can help you build a solid financial foundation and learn good financial habits early on. The sooner you start making sound financial decisions, the better off you will be. The younger you are, the more the time you have for achieving your long-term financial goals. Also, the longer you wait to have a financial plan, the fewer the options you will have.
	“Financial planning is a one-and-done deal” – Financial planning is not a once in a lifetime event that you handle and cross off your to-do list. Financial planning is an ongoing process. Once your financial plan is in place, it should be periodically reviewed and updated to assure that you remain on target towards achieving your financial goals. As you experience changes in your life, your financial plan should also reflect those changes.


In summary, financial planning is for anyone who wants to pursue their financial goals in the most systematic and efficient manner possible, regardless of their age, financial status, income level, or life stage.
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		7 Steps to Buying Life Insurance
	

	
		Buying life insurance is a once or twice in a lifetime event. If you have never purchased a life insurance policy before, you may not be familiar with the steps involved in doing so. While there is no set process to follow, the following are the seven steps most consumers typically go through to purchase a life insurance policy:

	Find an Insurance Agent

An insurance agent is like, for example, a customer assistant at a technology store like BestBuy – they both help you understand the product you are looking to buy, and select the right one for your needs without any additional cost to you for their service. Whether you buy your insurance policy directly from the insurance company or use the knowledge and expertise of an insurance agent for the same, your cost for that insurance policy will be the same.


	Determine Your Needs

Work with your insurance agent to determine whether life insurance is warranted for your situation. If warranted, your agent will help you decide the type and the amount of insurance ideal for your situation. Your agent will help you customize your coverage with policy options and riders to meet your needs, and assist you in preparing your insurance application.


	Get Quotes

Your insurance agent will need your basic information to get preliminary quotes from multiple insurance companies without disclosing your identity to them. When comparing quotes from various companies, remember that the cheapest coverage isn’t always the best option. Focus on the quotes that are in your price range, and let your insurance agent explain the pros and cons of each choice. Once you select an insurance company, fill out their insurance application to apply for the insurance coverage.


	Fill Out the Application

You will need to complete an insurance application to purchase life insurance. An application can be a paper application or electronic application using secure websites, email, and phone calls. The application will ask about your age, height, weight, lifestyle habits (i.e., smoking, drinking, exercise), driving record, hobbies, health-related questions, financial information including your annual income and net worth, etc. Normally, your medical exam is also scheduled as part of submitting your application.


	Get a Medical Exam

Most companies require an in-person medical exam. Your insurance agent will arrange your medical exam, at no cost to you, at your home, office, or a clinic selected by the insurance company. During the exam, the paramedical will likely take your blood and urine samples, blood pressure, height/weight measurement, and medical history. The paramedical will likely ask about lifestyle habits that could affect your health (exercise, smoking, drinking, high-risk hobbies, etc.) and to sign request forms for your medical records. Life insurance medical exams normally take no longer than 30 minutes.
	Get Approval

An underwriter at the insurance company will review your application and medical exam results to determine what financial risk you represent to the company, and whether to approve your request for the coverage. If approved, you will get the final quote from the insurance company, which may be different than the original quote, if the facts collected during the underwriting process are different than the information you originally provided to get the quote. You may adjust your policy amount, term, and/or riders, to finalize the quote. The approval process usually takes between 2 to 6 weeks. 


	Pay Your Life Insurance Premium

Once your insurance application is approved and premium is finalized, the insurance company will send you your life insurance policy and information to make payment. At this point you will also sign off on a few other documents such as delivery receipt, amendments, and health statement. It’s important that you immediately and carefully review the policy and discuss any questions you have with your agent. Once you make your first payment, you are insured.


By law, every life insurance policy includes a 30 day “free look period”. This gives you the right to deny the insurance coverage within 30 days after you receive the policy. If you decide to turn down the coverage during the free look period, the insurance company is required to refund you the full amount of any payments you have already made.
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		Term Life Insurance vs. Whole Life Insurance
	

	
		At its core, life insurance provides a set amount of money, called death benefit, to your intended beneficiaries (your loved ones, charity, lender, business partner, etc.) in the event of your passing. There are various types of life insurance – each designed to serve specific needs of the policyholders. The two most common life insurance types are Term Life Insurance and Whole Life Insurance.

	Term Life Insurance: Term life insurance provides a death benefit for a fixed number of years – usually 5, 10, 15, 20, 25, or 30 – that you choose when you buy the policy. You pay premiums for each year of the term. When the term is up, you stop paying premiums and you no longer have coverage. If you die at any point during the term, your beneficiaries receive a death benefit. If you die after the term ends, your beneficiaries get nothing. You may be able to renew your insurance policy depending on your age and health condition when the original term is up, but usually at a sizably higher premium. Term life insurance is the simplest and least expensive type of life insurance. It is designed for temporary coverage needs and has no cash value. There are three major types of term life insurance – level term, decreasing term, and increasing term.
	Whole Life Insurance: Whole life insurance provides a death benefit for your entire life no matter how old you get. As long as you regularly pay your insurance premium, whole life insurance pays a death benefit whenever you die—even if you live to 100! You may choose to spread your total whole life insurance premiums out over just 10, 15, or 20 years, instead of over a lifetime, to eliminate the ongoing expense of life insurance premiums before retirement. Whole life insurance is significantly more expensive than term life insurance primarily because it not only provides you the coverage for your entire life, but also allocates a portion of your insurance premium towards building up cash value for you. Think of building cash value as building equity in your home. This cash value is guaranteed to grow at a certain amount each year and you can borrow against it for various needs. Whole life insurance is designed for permanent coverage needs. There are three major types of whole life insurance—traditional whole life, universal life, and variable universal life, and there are variations within each type.


Because whole life insurance is more costly and difficult to understand than term life insurance, many people believe that investing the money they save by purchasing term life insurance instead of whole life insurance will be a better use of that money. While that may be true in some situations, it is not always the most efficient way to address your coverage needs. There are many situations in which whole life insurance is warranted even though it is more expensive than term life insurance.

So which one is better – term life insurance or whole life insurance? Well, while there are situations in which one is usually more appropriate than the other, generally the answer depends on your personal situation. For example, term life insurance is usually more appropriate when you need life insurance only to replace your income over a certain period, such as the years you are raising children or paying off your mortgage. On the other hand, whole life insurance is generally more suitable when you want to provide money for your heirs to pay estate taxes, leave an inheritance or money for final expenses, equitize inheritances, or if you have a lifelong dependent such as a child with special needs. However, every policyholder has a unique situation and coverage needs, and there are several factors that need to be considered to determine whether term life insurance or whole life insurance is more appropriate for their situation. Usually your insurance agent considers factors such as your age, health, family situation, coverage needs, and financial goals, to determine which policy type is better suited for your situation.
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		5 Tips for Mortgage Shopping
	

	
		Home mortgage is one of the biggest loans most individuals borrow during their lifetimes. Yet, most borrowers enter the process of obtaining a home mortgage without a solid game plan, which can potentially cost them thousands of dollars more every year in mortgage. Here are some of the useful tips to follow while shopping for a home mortgage: 

	Know what you can afford: Buying more than what you can afford can potentially ruin your financial well-being. Assess your earning potentials and calculate your monthly expenditures to make sure you will be able to pay your mortgage, taxes, insurance, maintenance, and utilities, as well as pay for emergencies, for several years. A conservative approach is to borrow 10% to 15% less than what you can afford. Mortgage calculators can help you determine the amount you can borrow based on factors such as, what monthly mortgage payment you can afford, type of loan best suited for your situation, your credit score, interest rate, etc. 
	Learn about various loan options you may qualify for: There are different types of mortgages (fixed rate mortgage, adjustable rate mortgage, hybrid, etc.), each with various options (20-year fixed, 5/1 ARM, convertible ARM, balloon payment, etc.) and features (early payment penalty, assumability, portability, etc.) offered as either conventional (non-government insured) or government-insured (FHA, VA, USDA, etc.) loans. Furthermore, they can be classified as a conforming loan or a jumbo loan, depending on the amount you need to borrow. Do your own research and/or work with your mortgage broker or lender to learn about various mortgages you may qualify for, and understand the pros and cons of each to select the one that is best suited for your situation. 
	Understand actual loan cost: Once you have determined the type of loan best suited for your needs, before embarking on a shopping tour, understand the actual cost of that loan. The actual loan cost includes not just the interest rate, but also various fees that may be associated with securing that loan. Some of the lender-related fees may include discount points, origination fee, application fee, credit report fee, private mortgage insurance, title insurance fee, appraisal fee, etc. Other fees may include homeowner insurance, title insurance, recording fee, attorney fee, survey fee, etc. Never hesitate to ask questions about all fees – why they are charged and how they are calculated.
	Shop around: With the knowledge acquired while going through the above three steps, now you are ready to go comparison-shopping for the type of mortgage you need. You can get a mortgage from mortgage lenders or mortgage brokers. You can either contact a bunch of different mortgage lenders and compare their interest rates and fees with one another to determine the least expensive one, or you can work with a mortgage broker who typically represents many mortgage lenders and therefore can do this comparison shopping for you. Think of mortgage brokers as your mortgage “personal shoppers”. Mortgage brokers also handle all the paperwork and coordinate with all the parties involved in a mortgage transaction.
	Know your rights: Fair lending is required by law. The Equal Credit Opportunity Act prohibits lenders from discriminating against credit applicants in any aspect of a credit transaction on the basis of race, color, religion, national origin, sex, marital status, age, whether all or part of the applicant’s income comes from a public assistance program, or whether the applicant has in good faith exercised a right under the Consumer Credit Protection Act. The Fair Housing Act prohibits discrimination in residential real estate transactions on the basis of race, color, religion, sex, handicap, familial status, or national origin. Under these laws, a consumer may  be refused a loan based on these characteristics, nor be charged more for a loan or offered less favorable terms based on such characteristics. 


Congratulations on finding your dream home and best of luck finding the best mortgage!
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		10 Mortgage Terms a First-time Homebuyer Should Know
	

	
		There is a lot to learn when it comes to home mortgages, especially if you are a first-time homebuyer. Certain mortgage terms that you may come across during the process of securing your home mortgage may be quite confusing and overwhelming, yet understanding them is extremely important for making informed decisions.

Here is a brief description of 10 mortgage terms that you are likely to encounter during the process of securing your home mortgage:

	Pre-qualification: It is an estimate of how much you can afford in a mortgage payment. It is based upon the information provided by you and is subject to the approval process, including further details such as a credit report, appraisal, and income verification.
	Pre-approval: Unlike a pre-qualification, a pre-approval is a firmer commitment by the mortgage provider and is a more formal process, which includes a credit check, as well as employment verification. During a pre-approval, the mortgage company does all the work of a final approval, except for the appraisal and title search.
	Fixed Rate Mortgage (FRM): As the term suggests, in an FRM, the interest rate remains the same (the term “fixed”) throughout the life of your loan (i.e., 5% for 30 years). An FRM offers mortgage rate and payment stability and is typically more preferable if you plan to live in the same house for 7 years or longer.
	Adjustable Rate Mortgage (ARM): Unlike an FRM, an ARM is a mortgage type in which the interest rate adjusts to a new rate (the term “adjustable”) after the expiration of the initial mortgage term. For example, 5/1 ARM means your interest rate will remain the same for the initial term of the first 5 years and will then adjust every year to a new rate starting from year 6. Compared to an FRM, an ARM offers lower interest rates during the initial term but higher volatility in your mortgage rate and payment after its expiration, making it more preferable if you plan to live in the same house for less than the initial mortgage term.
	Government-insured mortgage: The examples of government-insured mortgages include FHA, VA, and USDA loans. They are insured either partially or completely by the government, and offer lower down payment requirement (typically 3% to 5%) and less stringent mortgage-qualifying standards, but carry a higher interest rate as compared to the conventional mortgages. 
	Conventional mortgage: Unlike government-insured mortgages, conventional mortgages are not insured by the government. They come in various types and features, such as fixed or adjustable interest rates.
	Private Mortgage Insurance (PMI): Since the conventional mortgages are not insured by the government, you may be required to purchase a PMI, which is a type of mortgage insurance used with conventional mortgages to protect the lender in case you default.
	Discount points: They are actually a prepaid interest on the mortgage loan. A point is equal to 1% of the loan amount. The more points you pay, the lower the interest rate on the loan, and vice versa.
	Appraisal: It is a process of estimating the value of your property by a qualified professional appraiser. The lender requires a home appraisal.
	Title insurance: It is an insurance policy that protects your and your lender’s financial interest in property against losses due to title defects, liens, or other title-related matters.


Knowing these common mortgage terms helps you make informed decisions while going through the process of securing one the biggest loans of your lifetime.
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		Life Insurance for Small Business Owners
	

	
		Just as financial security of a family is tied with the life of its breadwinner, financial viability of a business is tied with the life of its owners and employees. Life insurance can play an essential role in the financial strength and stability of the business. Buying life insurance on the life of owners and employees can help address some of the business issues such as:

	Planning for succession– One of the main purposes of life insurance for business owners and the key employee is to protect the future of the business in the event of the death of one of the owners or the key employee. Buy/sell agreement and the key person life insurance are the tools to address such situations. 
	Buy/sell agreement– This is a contract created between two or more business owners so that the deceased business owner’s share of business can be bought at a predetermined price through the proceed from the life insurance policy. Deceased owner’s family gets the life insurance proceed in exchange for relieving the deceased owner’s ownership interest in business to the surviving owner(s).
	Key person life insurance– A key person is someone who is responsible for the majority of profits, or has a unique and hard-to-replace skill set that is vital to the business (for example, the head chef in a restaurant or a key sales person). The business buys a life insurance policy on its key employee to get compensated for the financial losses that would arise from the death or extended incapacity of the key employee.
	Maintaining cash flow– Buying the type of life insurance policy on business owners and employees that builds cash value can create an asset on the balance sheet of the business. During lean times and emergencies, this asset on the balance sheet gives the business owners the ability to borrow against it, helping them manage their cash flows.
	Funding capital expenditure– Life insurance enhances the credit worthiness of the business. The policy’s cash value can be used to borrow and obtain loans at preferred rates from a bank. These funds can be used for developing the business or making additional improvements to the existing business, like purchase of additional machinery or a bigger space for business, etc.
	Attracting and retaining key employees– Attracting and retaining talented employees is one of the key challenges most businesses face, especially the small ones.  In such cases, offering employee benefits can help. A group life insurance is one of the relatively inexpensive employee benefits a small business can offer to attract new employees and retain the current ones. Small businesses that do not feel they can afford to provide an employer-paid life insurance, can still deliver a valuable service to their employees by offering life insurance as a voluntary benefit. So employees can get coverage more easily than if they buy their own life insurance as an individual, and the premium can be less expensive.


Every business is different and each has individual challenges and obstacles. The only way to smoothly handle difficult situations is to be prepared. Business life insurance may be a strategic and cost-effective solution to help protect your business, and can be an important part of your overall business plan. Choose a policy or plan that best suits your needs and requirements.
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		Common Excuses People Use to Avoid Financial Planning
	

	
		While most of us have dreams and aspirations about the financial future we want for ourselves and for our family, only a few of us have a plan to achieve them. Financial planning is the most systematic and efficient way of pursuing our financial goals.

Despite knowing the benefits of financial planning and how financial planning may help you realize your financial goals, you may avoid pursuing financial planning thinking the following:

“I can get along without planning for my financial future.”

Financial planning simplifies and organizes your financial life, which in turn inspires the financial discipline and commitment you need, to follow your financial goals. It is found that households with a financial plan are 70% more likely to make sound financial decisions and pursue their financial goals, than the ones without. Financial planning gives you the roadmap you need to follow in order to achieve your financial goals in the most efficient manner possible.

“I will get to it later.”

Financial planning helps you make sound financial decisions. The sooner you start making smart decisions about your money, the better off you will be. The sooner you start planning, the more the time you have for achieving your financial goals. Also, the longer you wait to have a financial plan, the fewer the options and paths you will likely have in order to get to your financial destination.

“It’s too much work for me.”

Your financial advisor should create your personalized financial plan with the least amount of work for you. You will need to provide the financial documents that your financial advisor needs in order to prepare your financial plan (W2s, tax returns, bank and credit card statements, assets and liabilities documents, insurance policies, Will, etc.). Once your financial plan is in motion, your financial advisor will monitor its progress and update it when necessary.

“It’s too expensive.”

The benefits of financial planning far outweigh its costs. The savings you may realize from the expert financial advice on your taxes, investment, insurance, estate, cash flow and retirement, are far greater than what you pay for such advice. In many cases, a financial plan costs less than the amount most people spend on their coffee every day. Some financial advisors may even waive their financial planning and tax preparation fees if your assets, that they manage, are above a certain amount.

“It’s not needed for my situation”

Financial planning is for anyone who wants to organize their finances, make smart financial decisions, and pursue money goals. After all, making smart financial decisions is for everyone, regardless of their age, life stage, or financial status. Whether you want to accumulate a set amount of money for future life events, maximize your money using smart financial strategies, or ensure peace of mind regarding your financial future, financial planning can help you achieve your goals.

Securing your financial future should be your immediate goal and an utmost priority. Do not let these, or any other excuses, stop you from pursuing the financial life you desire. The sooner you start working on your financial goals, the sooner you will start maximizing your money and progressing towards your goals.
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		8 Steps to Setting Up Your Payroll System
	

	
		If you have at least one employee or if you are a self-employed owner of an S Corporation, setting up your payroll system can help you streamline your ability to stay on top of your legal and regulatory responsibilities as an employer. It can also help you save time and protect you from incurring costly Internal Revenue Service (IRS) penalties.

Before setting up your payroll system, make sure you have secured an Employment Identification Number (EIN), aka Employer Tax ID, from the IRS. The EIN is necessary for reporting taxes and other documents to the IRS. Also, check and secure if your state is one of those states that also requires State/Local IDs in order to process taxes.

Here are 8 steps to help you set up a payroll system for your small business:

	Know the difference between independent contractor and employee: Whether the person working for you is considered an employee or an independent contractor determines how you withhold federal and state income taxes, withhold and pay Social Security and Medicare taxes, and pay federal and state unemployment taxes.
	Take care of employee paperwork: New employees must fill out Federal Income Tax Withholding Form W-4, and its state equivalent if your state requires it, and return it to you in order for you to then start withholding the correct federal and state income taxes from their pay.
	Determine pay period: Setting up a pay-period (monthly or bi-monthly) is sometimes determined by the state law with the most favoring bi-monthly payments. The IRS also requires that you withhold income tax for that time period even if your employee does not work the full period.
	Document employee compensation terms: As you set up payroll, consider other payroll related items such as how you track employee hours, if you pay overtime, how you handle paid time off, etc. Don’t forget that other employee compensation and business deductibles, such as health plan premiums and retirement contributions, will also need to be deducted from employee paychecks and paid to the appropriate organizations.
	Choose a payroll system: Payroll administration requires a great deal of attention to detail and accuracy. Typically, you have two options for managing your payroll – in-house, or outsourced to a local accounting firm or online payroll service provider. Regardless of the option you choose, you — as the employer — are responsible for reporting and paying off all payroll taxes.
	Run a payroll: Depending on which payroll system you choose, in-house or outsourced, you will either enter payroll information in a payroll software yourself, or give it to your accountant.
	Keep records: Federal and some state laws require that employers keep certain records for specified periods of time. For example, W-4 forms must be kept on file for 3 years after an employee is terminated.  You also need to keep W-2s, copies of filed tax forms, and dates and amounts of all tax deposits.
	Report payroll taxes: There are several payroll tax reports that you are required to submit to the appropriate authorities on either a quarterly or annual basis. Check the IRS’s Employer’s Tax Guide for all federal tax filing requirements and the Employer’s Tax Guide for your state for their specific tax filing requirements.
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		5 Things to Consider While Selecting a Financial Advisor
	

	
		The term “financial advisor” is a generic term that anyone can use to describe themselves regardless of their educational background, professional experience, and subject matter expertise. Moreover, not all financial advisors are required to be impartial and act in their clients’ best interests. This creates confusion for consumers who may be searching for a well-qualified and unbiased financial advisor.

To ensure your financial advisor is well qualified in personal finances and unbiased in his advice, consider the following five criteria: 

	Credentials: Having a renowned credential in financial planning, such as Certified Financial Planner (CFP) or Personal Financial Specialist (PFS), confirms that the advisor has acquired the education and experience in some or all major areas of personal finance, including taxes, investments, insurance, retirement, and estate planning. CFP and PFS credentials are awarded only to those individuals who have met the rigorous requirements of education and experience in planning for personal finances, as well as have passed the certification examinations and agreed to abide by the financial planning practice standards and continuing education requirements.
	Subject Matter Expertise: Most financial advisors are planning professionals, not necessarily subject matter experts, in personal finances. For example, a financial advisor is skilled in planning for your taxes; but unlike a Certified Public Account (CPA) or an IRS Enrolled Agent (EA), he is not a subject matter expert in taxes. Similarly, a financial advisor is skilled in planning for your investments; but unlike a Chartered Financial Analyst (CFA), he is not a subject matter expert in investments. Work with a financial advisor who is also a subject matter expert in those areas of personal finance that are important for achieving your financial goals.
	Client Specialization: Not all financial advisors serve all types of clients. Most financial advisors specialize in serving only certain types of clients with specific profiles. For example, a personal financial advisor may build his expertise and customize his services to serve only those individuals and families, who are in certain professions and life stage, with specific financial goals and net worth. You should ask whether the advisor is specialized in serving only certain types of clients with specific profiles in order to determine whether he is the right fit for your situation and financial goals.
	Fee structure: A financial advisor’s fee structure largely determines whose best interests he serves – his client’s or his own. A fee-only financial advisor charges only fees for his advice, whereas a fee-based financial advisor not only charges fees, but also earns commissions, referral fees, and other financial incentives on the products and solutions he recommends for you. Work with a financial advisor whose fee structure is conflict-free and aligned with your best interests.
	Availability: Your financial advisor should be regularly available, attentive, and accessible to you. Ask the advisor how many clients he currently serves and the maximum number of clients he is planning to serve regularly in the future. This clients-to-advisor ratio is one of the key factors in assessing your advisor’s availability to you in the future. Also, you should ask which planning activities are typically performed by the advisor and which ones are delegated to his junior staff members. Lastly, you should make sure that the advisor is accessible via phone and email during normal business hours.


Once you have shortlisted a few competent and impartial financial advisors in your local area, consult the ones who offer a FREE initial consultation first. During the initial consultation, assess the advisor’s availability and any other professional attributes you are seeking in your financial advisor.

Having a well-qualified and unbiased financial advisor by your side is extremely important in your journey toward your financial goals. When searching for a financial advisor, consider the advisor’s professional credentials, client specialization, subject matter expertise, fee structure, and availability to select the right financial advisor for your needs.
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		Employment Tax Basics for Small Business Owners
	

	
		As an employer, in addition to paying your employees salaries, you are also responsible for withholding certain taxes from their gross salary, matching some of the taxes withheld, and paying other taxes from your own funds. To comply with the IRS and state laws, you must then report and deposit these taxes on certain forms and, on, or before certain due dates.

Here is a list of federal and state employment taxes:

Federal Employment Taxes

	Federal Income Tax: Employers generally must withhold federal income tax from employees’ wages. Use the employee’s Form W-4 and withholding tables to figure out the withholding amount. You must deposit your withholdings; the requirements for depositing vary based on your business and the amount you withhold.
	Social Security and Medicare Taxes: Social security and Medicare taxes are also known as FICA taxes. Employers generally must withhold a part of social security and Medicare taxes from employees’ wages and pay a matching amount themselves. Use the employee’s Form W-4 to figure out how much FICA taxes to withhold. You must deposit the FICA taxes you withhold. For 2016, the employee tax rate for social security was 6.2%. The social security wage base limit is $118,500. The employee tax rate for Medicare is 1.45%.
	Additional Medicare Tax: Beginning January 1, 2013, employers are responsible for withholding 0.9% Additional Medicare Tax on an employee’s wages and compensation that exceed a threshold amount, based on the employee’s filing status. You are required to begin withholding Additional Medicare Tax in the pay period in which it pays wages and compensation in excess of the threshold amount to an employee. There is no employer match for the Additional Medicare Tax. 
	Federal Unemployment (FUTA) Tax: Employers report and pay FUTA tax separately from Federal Income tax, and social security and Medicare taxes. You pay FUTA tax only from your own funds. Employees do not pay this tax or have it withheld from their pay.
	Self-Employment Tax: Self-Employment tax (SE tax) is a social security and Medicare tax (aka FICA taxes) primarily for individuals who work for themselves. It is similar to the social security and Medicare taxes withheld from the pay of most employees.


State Employment Taxes

	State Income Tax: Employers generally must withhold state income tax from employees’ wages. Use the employee’s Form W-4, or state-equivalent of Form W-4, and withholding tables, to figure out the withholding amount. You must deposit your withholdings; the requirements for depositing vary based on your business and the amount you withhold.
	State Unemployment (SUTA) Tax: Employers report and pay SUTA tax separately from State Income tax. You pay SUTA tax only from your own funds. Employees do not pay this tax or have it withheld from their pay.


Employers must deposit and report employment taxes on specific forms and, on, or before certain due dates. At the end of the year, you must prepare and file Form W-2 to report wages, tips, and other compensation paid to an employee. Use Form W-3 to transmit Form W-2 to the Social Security Administration.
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		What is Disability Income Insurance?
	

	
		Your income is the foundation that supports your expenses, lifestyle, and future plans. What would happen if your paychecks stopped due to an accident or illness? If you’re unable to work due to a sickness or injury, disability income insurance can help you meet your expenses and maintain your standard of living.

Disability income insurance can help you pay bills like your mortgage, tuition, and car payments, and help cover the expenses for food, clothing, and utilities. By replacing a portion of your income, disability income insurance can help provide financial security until you get back on your feet and return to work. 

Some statistics explaining the need for disability income insurance include:

	Just over 1 in 4 of today’s 20-year-olds will become disabled before they retire. ( Social Security Administration, Fact Sheet February 7, 2013)
	Over 37 million Americans are classified as disabled. More than 50% of them are in their working years, age 18-64. ( Census Bureau, American Community Survey, 2011)
	In December of 2012, 8.8 million disabled wage earners were receiving Social Security Disability (SSDI) benefits, and 2.5 million of them were in their 20s, 30s, and 40s. ( Social Security Administration, Disabled Worker Beneficiary Data, December 2012)
	65% of initial SSDI claim applications were denied in 2012. ( Social Security Administration, Disabled Worker Beneficiary Data, December 2012)
	Less than 5% of disabling accidents and illnesses are work-related. The other 95% are not, meaning Workers’ Compensation doesn’t cover them. (Council for Disability Awareness, Long-Term Disability Claims Review, 2012)
	Approximately 90% of disabilities are caused by illnesses rather than accidents. According to the Council for Disability Awareness (CDA), the leading causes of new disability claims in 2012 include musculoskeletal/connective tissue disorders, cardiovascular/circulatory disorders, cancer, mental disorders, and injuries and poisoning.


Disability income insurance is designed to replace anywhere from 45% to 65% of your gross income on a tax-free basis, should illness keep you from earning an income in your occupation. The premium on your individual disability income insurance policy is determined based on the factors like your age, occupation, medical history, lifestyle habits, policy riders you choose, monthly benefits you intend to receive, and waiting period and coverage period for disability income.

Every disability income insurance policy is different and should be assessed based on the quality of plan created for your needs, and not by the cheapest disability income insurance policy on the market. Many consumers do not plan for the possibility that they will be faced with a debilitating accident or illness during their working years. A professional with a family, for example, should consider disability income insurance as a necessity. Individuals believe they may have disability coverage through their employer. This at times may be true, but the quality of coverage often leaves the disabled employee short of the protection he/she thought they had.

Think of disability income insurance as insurance for your paycheck. It ensures that if you are unable to work because of illness or injury, you will continue to receive an income and make ends meet until you’re able to return to work. You don’t hesitate to insure your home, car, and other valuable possessions. So why wouldn’t you also protect what pays for all those things – your paycheck.
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		What is Long-Term Care Insurance?
	

	
		Long-term care refers to the variety of services and supports people with a chronic illness, disability, or other condition need on a daily basis over an extended period of time. Most long-term care is non-skilled personal care assistance, such as help with everyday activities like dressing, bathing, preparing meals, eating, transferring to or from bed or chair, caring for incontinence, etc. Long-term care insurance is a type of health care insurance that covers nursing home, skilled nursing, assisted living facility, Alzheimer’s disease care, custodial care, or in-home care costs for people over 65.

Some statistics explaining the need for long-term care insurance include:

	According to the U.S. Department of Health and Human Services, 70% of people turning age 65 can expect to use some form of long-term care during their lives.
	20% of today’s 65 year-olds will need long-term care for longer than 5 years.
	97% of people over the age of 85 require assistance in the last year of their lives. (The LTC Report)
	Over 50% of all people entering a care situation are penniless within one year. (Harvard University)
	Singles are at risk because they’re usually not with someone who can properly care for them. The same is true for wives who tend to outlast their husbands by seven years on average.
	Less than 1/3 of Americans aged 50+ have begun saving for long-term care. It can be expensive and may endanger your retirement and other savings. (www.longtermcare.gov)


The average cost of staying in a nursing home for a year is between $55,000 and $100,000, depending upon where you live. Either you plan and save for it, ask your children to pay for it, live abroad where healthcare is cheaper, buy life insurance with long-term care riders, or buy long-term care insurance.

If you did not buy long-term care insurance, you will need to pay for your nursing home and long-term care expenses out of your pocket, or qualify for some long-term care coverage through Medicaid. To qualify for Medicaid, your income must be below a certain level and you must meet minimum state eligibility requirements. Also, you qualify for Medicaid only after you and your spouse have “spent down” almost all your assets. Other federal programs such as the Older Americans Act and the Department of Veterans Affairs pay for long-term care services, but only for specific populations and in certain circumstances. Medicare does not pay for non-skilled personal care assistance.

If you have long-term care insurance, you will receive a maximum daily beneﬁt of $100-$500 for your expenses, depending upon the type of coverage you selected. Your coverage is guaranteed as long as you continue to pay your insurance premiums. You don’t necessarily lose the money you paid for long-term care insurance if you don’t require long-term care during your life. Different insurance plans will have different terms for the return of premiums. Some long-term care programs include a program called “return of premium on death”. If you have this type of long-term care insurance and die without using your entire beneﬁt, your premiums (minus the amount you used) will be returned to your estate.

Buying long-term care insurance is notoriously complicated. There are coverages, inﬂation protection, beneﬁt periods, daily beneﬁt, triggers, and elimination periods, that all need to be taken into consideration. Work with an insurance agent you can trust, to select the best long-term care insurance for your needs.
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		DIY Bookkeeping for Small Startup Entrepreneurs
	

	
		Most small startups can neither afford, nor do they need, a full-time or even a part-time bookkeeper given the size of the business, and the amount of daily business activities during the early stage. If you are one of such small startups, it is important for you as a startup entrepreneur to understand what bookkeeping activities are involved in your business, and learn how to perform many of these activities yourself.

A few preparatory items to take care of before you start doing your own bookkeeping –

	Subscribe to an online small business accounting software (QuickBooks, Xero, etc.) and find a local accountant who can help you setup your chart of accounts and beginning account balances, and train you for 3-4 hours on how to use the software for most common bookkeeping activities in your business.
	If you are required to run a payroll, outsource it to a local accounting firm. It will cost you between $50 and $100 per pay period if you have less than 10 employees.
	Retain a virtual bookkeeper for only 3-4 hours a month to catch and fix your bookkeeping errors, if any, and “clean up” your books at the end of each month.
	Read a book on bookkeeping basics if you have time and interest to do so.


Now you are all set to do bookkeeping on your own. Here is a list of most common bookkeeping activities for most small startups, broken down by week, month, quarter, and year.

Daily bookkeeping tasks

	Check your cash position against the bills coming due in next 30 days
	Enter customer orders
	Enter vendor orders


Weekly or bi-weekly bookkeeping tasks

	Enter customer invoices and vendor bills
	Enter deposits and payments
	Enter payables and receivables
	Enter payroll data received from your accounting firm
	Deposit Federal payroll taxes and withholdings (if a semi-monthly depositor)
	Pay any bills due
	Follow up on any past due receivables
	Review inventory reports
	Keep copies of all invoices sent, all cash receipts (cash, check, and credit card deposits), and all cash payments (cash, check, credit card statements, etc.).


Monthly bookkeeping tasks

	Deposit Federal and state payroll taxes and withholdings (if a monthly depositor)
	Report and pay any retirement benefits withheld from employee paychecks during the previous month
	Pay and enter sales tax and other state taxes (monthly filers only)
	Review A/R and mail reminder invoices as needed
	Review A/P to find any missing or past due bills to be paid
	Enter principle and interest on any loan payments
	Reconcile all bank and credit card accounts. Click Here to learn how to reconcile a bank statement
	Work with your virtual bookkeeper to “clean up” your books
	Create monthly P&L and balance sheet statements and compare with budgets and forecasts


Quarterly bookkeeping tasks

	Pay any balance due on all quarterly payroll reports
	If FUTA exceeds the threshold for annual filing, pay FUTA tax
	Reconcile payroll liability accounts against quarterly reports
	Deposit Federal and State payroll taxes and withholdings (if a quarterly depositor)
	Pay and enter sales tax and other state taxes (quarterly filers only)
	Review quarterly P&L and balance sheet statements
	If you pay estimated taxes, make your quarterly payment


Annual bookkeeping tasks

	Pay and enter FUTA tax and reconcile all payroll liability accounts for the entire year
	Pay and enter sales tax and other state taxes (if an annual filer)
	Verify and update employee withholding and address information
	Update year-end inventory and capital assets in the books
	Review status of any owner loan accounts
	Renew your business registration and licenses, and review your client and vendor agreements
	Prepare materials for CPA


Since your books were “cleaned up’” each month by your virtual bookkeeper, it will take your CPA less time (hence lower fee) to prepare your year-end financial statements and tax returns.
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		Retirement Planning 101
	

	
		Retirement planning is about planning to accumulate your retirement nest egg during your working life and distribute it wisely during your retirement years, so that it lasts your entire retirement. It is about thinking ahead and planning to realize the life you want to live in retirement. 

Here is a brief overview of the steps involved in retirement planning: 

Define your retirement goals: 

Defining your retirement goals is about determining when you want to retire and what kind of lifestyle you want to have in retirement. You must consider your and your spouse’s health, life expectancy, social security and Medicare eligibility, hobbies and interests in retirement, etc., while defining your retirement goals. 

Determine your retirement income needs: 

Defining your retirement goals will help you determine the income you will need in retirement. You must consider inflation, taxes, healthcare costs, other incremental costs, etc., while estimating your income needs in retirement. While the exact amount of income you will need in retirement depends upon your specific retirement goals, for most people, it is between 70% and 90% of their inflation-adjusted living wage in the last year of their working life. 

Calculate your retirement nest egg needs: 

A part of your retirement income will come from reliable sources such as social security, company pension plan, fixed annuities, etc.; the assets that you saved for retirement will need to generate the remaining income. The amount of retirement assets you need to accumulate before retiring depends on the portion of your total retirement income that needs to be generated by it. Keep in mind your risk tolerance, life expectancy, the inheritance you want to leave behind for your loved-ones, charitable giving, etc., while calculating the nest egg you need for retirement. 

Accumulate your retirement assets: 

The difference between the amount of retirement assets you have now and the amount you need to save before retiring can be accumulated by saving and investing a set amount every month until retirement. This save-and-invest phase is known as accumulation phase. If the amount required to be saved and invested every month is unreasonable/impossible to be saved, your retirement goals will need to be adjusted accordingly (postpone retirement, cut back on your current and/or in retirement lifestyle, work part-time or consulting in retirement, adjust estate goals, etc.). Identifying and utilizing the most beneficial saving, investment, and tax strategies, is the key to successfully accumulating your retirement nest egg. Your financial advisor can help you identify and implement the financial strategies that are most advantageous for your situation. 

Manage retirement risks: 

Your retirement goals may be jeopardized due to various reasons including failure of retirement assumptions(life expectancy, market risk, inflation, taxes, etc.), unexpected life events(divorce, major health issues, death of a spouse, etc.), and unusual economic events(stock market crash, housing market slump, deflation, etc.). Identifying and managing the retirement risks that are probabilistic and controllable in nature, both during accumulation phase and distribution phase, is essential to realize your retirement goals. Your financial advisor can help you manage your retirement risks using the most effective risk management tools and techniques ideal for your situation. 

Monitor and update your retirement plan: 

Retirement planning is not a one-time event but rather an ongoing process. Your retirement plan should always reflect your most recent situation and up-to-date retirement assumptions at any given time. For example, if you get a big promotion or buy a rental property, this new development in life must be reflected in your retirement plan, and your financial strategies must be adjusted accordingly. Monitoring your retirement plan’s progress on a periodic basis and updating it with new realities as they emerge, as you go through your life, is essential to ensure you remain on track to achieve your retirement goals. 

Retirement marks the end of accumulation phase and the beginning of distribution phase of retirement planning. The distribution phase is also known as retirement income planning phase as the primary focus in this phase is on income creation and cash flow strategies, with a goal to ensure that your retirement nest egg lasts your lifetime. Your financial advisor can help you identify and implement various investment, withdrawal, and risk management strategies, that can meet your need for income and cash flow throughout your retirement.
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		Most Common Types of Insurance for Small Businesses
	

	
		While you are busy running and growing your small business, it is important you take some time to protect your small business from unforeseen events that may jeopardize its financial well-being. Buying insurance is the most efficient and effective way to do so. While the exact type(s) of insurance needed depends on the type of small business and the risks it faces, it is advisable for all small businesses to buy at least the following types of insurance at the minimum:

	General Liability Insurance: It provides both defense and damages if you, your employees, or your products or services cause, or are alleged to have caused, bodily injury or property damage to a third party.
	Property Insurance: It offers protection for damages to your business property structures (business premise – whether you own or lease) and contents (office furniture & equipment, computers, inventory, etc.) due to a fire, vandalism, theft, smoke damage, etc. It also covers certain exterior features such as signage, fencing, and landscaping against loss or damage due to covered risks.
	Business Auto Insurance: It offers the same types of coverage as offered by a personal auto insurance policy – liability, collision, comprehensive, personal injury protection, and uninsured/under-insured motorist. In most cases, you will not need this separate coverage if your car is used for both personal and business purposes. However, if the vehicle is exclusively for business use or it is titled to your business, you will need a separate policy.
	Workers’ Compensation: It pays for the medical expenses and a portion of lost wages of covered employees, for injuries and illnesses arising out of and in the course of employment. Workers’ Compensation is mandatory in most states.
	Business Owner’s Policy (BOP): This is the most common policy for small businesses. It bundles all required coverage a business owner would need (liability insurance, property insurance, business auto insurance, business interruption insurance, crime insurance, etc.) into a single policy, which typically costs less than the total cost of all of them individually. Based on your business’s specific needs, you can alter what is included in a BOP. A small business must meet certain criteria to be eligible for a BOP.


Whether or not you need other types of insurance in addition to the ones mentioned above depends on the type of small business you own, and the risks it faces. Some of the other types of insurance include Professional Liability Insurance (aka E&O Insurance), Product Liability Insurance, Employment Practices Liability Insurance, Directors’ and Officers’ Liability Insurance, Data Breach/Cyber Liability Insurance, Key Employee Insurance, Umbrella Policies, and Business Interruption Insurance.

Contact an insurance agent specialized in small business insurance, who can help you identify various risks your small business faces, and recommend insurance types and specific coverage you need, to protect your small business against those risks.
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		Mortgage Myths
	

	
		When it comes to home mortgages, there is a lot of conventional wisdom out there that is either misleading or flat-out wrong, causing borrowers to make poor financial choices and costing them thousands of dollars more in their mortgage payments. Even worse, these misconceptions may discourage them from even attempting to seek a home mortgage.

Here is a list of six most prevalent mortgage myths:

	Your credit has to be perfect or near-perfect: While there is no doubt that a high credit score helps in getting a home mortgage, a not-so-high credit score is not a deal-breaker. If you have some credit blemishes and financial scrape-ups, but for the most part pay your bills on time and make a steady income, you probably don’t have much to worry about.
	You must have a 20% or more down payment: This is a matter of preference, not necessarily a requirement. Putting 20% down payment is preferred by some borrowers to avoid paying for Private Mortgage Insurance (PMI – typically about 0.5% higher mortgage rate), but it is not required to qualify for many mortgage programs. If you can’t afford to put 20% down, there are several mortgage programs available for your situation (for example, FHA, VA, USDA, etc.). Depending on your credit history and income situation, you may even qualify for a conventional mortgage with less than 20% down payment.
	A 30-year fixed rate mortgage is always the best: The mortgage term is the total number of months it takes to pay off the mortgage. The longer the term, the lower the mortgage payment, but the more interest paid over the total life of the loan, and vice versa. Also, an adjustable-rate mortgage allows a lower mortgage payment but comes with a mortgage rate and payment volatility. Thus, whether or not a 30-year fixed-rate mortgage is the best for your situation depends on many factors including your mortgage payment affordability, budget flexibility, desired longevity of home ownership, and tax situation.
	Lowest interest rate is always the best: Not necessarily. For example, an adjustable-rate mortgage offers a lower interest rate compared to a fixed-rate mortgage during the initial mortgage term, but comes with a much higher volatility in interest rate and mortgage payment in later years. Also, while comparing two identical mortgage products, make sure the product with a lower interest rate doesn’t come with a higher mortgage fees to make up for the lower interest rate and then some more.
	Pay off your mortgage as soon as you can: While paying off mortgage early may relieve you from the financial burden of being able to make mortgage payment every month and may make sense in some financial situations, this is not always the right move and it warrants some considerations. For example, consider how paying off mortgage will impact your tax situation and needs for an emergency fund. Instead, consider using this extra money either to pay down your other debts that have higher interest rates than your mortgage rates, or to invest it in investment vehicle(s) with higher return potentials with the same risk, or both.
	You can tax-deduct your mortgage interest: While your mortgage interest is generally tax deductible, there are some limitations you should be aware of. For example, your mortgage interest is tax deductible only if you itemize your deductions on your federal tax return. Even then, you only benefit to the point where your total deductions exceed the standard deduction that you are already entitled to. Also, remember your interest payments shrink over time as you pay down the mortgage, so your tax benefit may not be as much as you expect it to be in later years.


Now that you are armed with better information about mortgage myths and what to avoid, go out and find a mortgage for your dream home with confidence.
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		Protecting Corporate Veil
	

	
		Many owners of incorporated business entities believe that their personal assets are protected against the debts or obligations of their business, no matter what. While limited liability is one of the principal characteristics of business entities, simply incorporating a business is not enough to protect against personal liability. Once a business is properly incorporated as a separate legal entity, business owners must operate their business as such and follow all the required corporate formalities throughout its existence in order to create a shield, known as “corporate veil”, against personal liability.

Courts across the country recognize a doctrine known as “piercing the corporate veil” which most often arises in connection with a creditor’s attempt to hold corporate shareholders or LLC members personally liable for the debts of their business entity. Courts are likely to allow the piercing of corporate veil and hold the business owners personally liable, if the business entity is found to be simply the “alter ego” of the owners, or when owners disregard the required corporate formalities to the extent that the business entity is no longer distinguishable from its owners.

Here are some practical tips to reduce the likelihood that the corporate veil of your business entity will be pierced:

	Make sure your business is incorporated correctly.
	Have a separate bank account for your business on its name.
	Do not commingle or freely transfer funds between your business account and your personal account, or between your parent company and its subsidiaries.
	Do not pay your personal expenses out of the business checking account.
	Capitalize your business adequately.
	Do not hold the business assets in your name. Hold them in the name of your company.
	Do not provide personal guarantees.
	Sign contracts and other legal documents as an agent for your business entity. Do not simply sign your name without reference to your business entity.
	Observe required corporate formalities such as conducting shareholder and Board of Directors meetings after giving proper notice, keeping minutes of the meetings, issuing stock certificates, etc.
	Follow formalities regarding loans to shareholders; have them properly authorized and documented, have arms-length interest rate and terms, and require repayment.
	Do not pay loans from shareholders before unrelated creditors.
	Make the type of your business entity known via business card, website, invoices, letterhead, etc.
	Do not let Parent Corporation control a subsidiary’s operations. Have separate officers and directors for each.
	Timely file the annual report with the Secretary of State.
	File corporate income tax returns.


Basically, if a court cannot separate what belongs to your business from your personal belongings, and if you cannot provide any proof that all the required corporate and other formalities have been followed, it may be deemed that you are acting more like a sole proprietorship than as a corporation or an LLC, and therefore, you may lose your limited liability protection. Consult with a CPA or an attorney to ensure that your corporate veil is strong. 
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		10 Questions Homebuyers Should Ask their Real Estate Agent
	

	
		All buyer’s agents are not created equal. While they all do the same thing – helping buyers find their dream home – they are different when it comes to their amount of real estate experience, area focus, client service, availability, and professional education. Here are some of the questions homebuyers should ask a real estate agent to hire the right agent for their needs:

	Do you work full-time or part-time as a real estate agent? – Buying a home is a time-consuming process. It is important that your real estate agent is available to show you homes when it is convenient for you. Compared to a full-time agent, a part-time agent is likely to be less available, and perhaps even less committed, in helping you find your dream home.
	How long have you been a licensed real estate agent? – Home-buying is a multi-phase complex process with a series of steps involved in each phase. Having successfully gone through this process many times before, an experienced agent can ensure a smooth transaction in a timely manner. Ask the agent, and verify if possible, how many real estate transactions he/she has handled in the past 12 months? What value did he/she add in the process?
	How well do you know my chosen area? – An agent who is specialized in serving only certain areas is likely to be more knowledgeable about the neighborhoods and new developments in those areas, than the agent who is not. Agent’s area-focus can be valuable in finding a home in the right neighborhood at the right price. Ask the agent whether he/she specializes in your chosen area. How many buyers has he/she helped recently in buying homes in that area? What neighborhoods in that area are better for you, and why?
	Do you work on weekends? – You might be competing with hundreds of other potential homebuyers for the same house, especially in the seller’s market. Since many listings go in the FMLS on the weekends and open houses are usually held on Saturdays and Sundays, having an agent who is available on the weekends is crucial.
	Do you have other quality professionals that you can recommend to me? You will likely need to hire other professionals during the home-buying process, including a mortgage broker, home inspector, home appraiser, real estate attorney, and insurance professional. A quality agent is usually a member of a referral network of other quality professionals; as they know how one another work and what quality of service is to be expected.
	Can you give me references of your three most recent clients? – Good agents are always open to give client references. Talking to an agent’s past clients can give you an idea of what it might be like to work with the agent, what he/she does well, and areas where he/she might struggle.
	What is your ideal client profile? – Just as you prefer certain qualities in an agent, an agent also prefers certain characteristics in his/her clients, such as dweller vs. investor, cash buyer vs. mortgagee, first-time homebuyer vs. repeat buyer, etc. It is important that you and your agent are a good fit for each other, for the entire home-buying process to be a friendly, stress-free, and productive one.
	Why you? – Good agents are always ready to explain why they deserve your business. Let the agent sell you on his/her value propositions and tell you what sets him/her apart from the other agents. This will allow you to understand the agent’s strengths and expertise as he/she sees it, and consider them appropriately in your hiring decision.
	What professional real estate designation(s) and certification(s) do you hold? – Designations and certifications help define the special skills that an agent can apply to your particular real estate needs. The two most relevant real estate designations for the buyer’s agent are Certified Residential Specialist (CRS) and Accredited Buyer’s Representative (ABR).
	What do you expect from me? – An agent may have certain requirements to take you on as a client, such as requiring you to be pre-qualified or pre-approved for a mortgage, have a proof of down payment, sign a Buyer’s Broker Agreement, be available for home visits, etc. It is important that you understand and agree with all of the agent’s requirements before hiring him/her as your agent.


Buying a home may be one of the biggest financial decisions of your lifetime. Hire an experienced agent who is specialized in buying homes in your area of choice, and has great client references.
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		5 Reasons for Retirement Planning
	

	
		Retirement is an inevitable life event that marks the end of your full-time employment and its resulting income. Whether you are in the early or middle stage of your career, nearing retirement, or already in retirement, achieving a financially secure retirement should always be one of your most important financial goals.

Here are five reasons why you should plan for your retirement:

	You are living longer: According to the CDC/NCHS statistics, the average life expectancy of Americans at birth has increased from 47 years in 1900 to 79 years in 2014. This trend is likely to continue, or even accelerate, given the continuous advancements in health science and technology. A man has a 50% chance of still being alive at the age of 81 (and a woman at the age of 85), a 25% chance of living to nearly 90, and a 10% chance of getting close to 100. While living longer means enjoying your life for a few more years, usually it also means a longer retirement. Living more years in retirement requires a bigger retirement nest egg and longer income planning for living expenses, healthcare costs, and other necessities in retirement. A sound retirement plan can help you accumulate and distribute your retirement nest egg so that it will last your lifetime.
	Government benefits are not enough: According to the Social Security Administration, the average Social Security benefit for retired workers in 2016 was $16,049 for the year, just about a third of the annual retirement income a typical retiree needs. In addition, according to the U.S. Centers for Medicare & Medicaid Services, Medicare does not cover all medical treatments and health-related costs in retirement, leaving retirees to pay, on an average, 20% to 30% of their medical expenses out of their pockets. To make matters worse, there is a possibility that Social Security benefits and Medicare coverage may shrink even further in the future. In short, you cannot rely solely on government welfare to take care of your financial needs in retirement. You need to accumulate retirement assets that are sufficient to produce 60% to 90% of your total income needs throughout your retirement.
	Social dynamics are changing: What are social norms today may not be the same when you retire. Gone are the days when children were entrusted with taking care of their ageing parents. You should no longer want to be financially dependent on your children; regardless of whether they feel you are a welcomed responsibility, or a burden they simply cannot afford. Planning to save a sufficient nest egg to take care of your financial needs in retirement is a responsible thing to do, not just for you and your spouse, but also for your children and other family members.
	Cost of living is rising: Inflation erodes the value of money over time. To maintain your current lifestyle, you will need more money in the future than what you need at present. While you are working your salary may keep pace with the inflation, but in retirement, that may not be the case. Retired people feel the effects of inflation more than others, since they are on a tighter budget and have more fixed expenses. Retirement planning considers the true value of your savings in future terms, both during accumulation phase and distribution phase of your retirement, to ensure your retirement nest egg lasts your lifetime.
	Your retirement nest egg is not automatically guaranteed to last your lifetime: Retirement planning involves two phases: accumulation phase and distribution phase. The distribution phase is also known as retirement income planning phase. Even if you are well on your way to accumulating your needed retirement nest egg, or have already accumulated it, you still need to plan to ensure that your retirement nest egg generates the income and cash flow you need throughout your retirement. Retirement income planning considers withdrawal, cash flow, investment, and various other financial strategies to do just that. Retirement income planning must begin at least 10 years before the retirement.


Each day that you are working is a day closer to your retirement, no matter how far away it may seem now. The sooner you start planning for your retirement, the better chance you have of achieving your retirement goals.
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		“Am I Required To File An FBAR?”
	

	
		Say you are a United States person who owns or has signature authority over financial accounts outside the United States, and the aggregate amount in those foreign accounts exceeds a reporting threshold amount during any day of the calendar year. In such cases, you are required to report these foreign accounts to the office of Financial Crimes Enforcement Network (FinCEN), a bureau of the Department of the Treasury, by filing the Report of Foreign Bank and Financial Accounts (FBAR).

	United States person: United States person includes: (1) U.S. citizens (including minor children) (2) U.S. residents (3) Trusts or estates formed under the laws of the United States (4) Entities, including but not limited to, corporations, partnerships, or limited liability companies, that are created or organized in the United States, or under the laws of the United States.
	Foreign financial accounts: Foreign financial accounts include bank account, brokerage account, mutual fund, trust, cash value of insurance policies and annuities, or other type of foreign financial accounts in a foreign country. The physical location, not the nationality, is considered when determining whether a financial account is a foreign financial account.
	Aggregate amount threshold: As of 2016, the aggregate amount threshold was $10,000. If the aggregate value of all foreign financial accounts exceeds this threshold amount at any time during the reporting calendar year, you are required to file an FBAR. The foreign currency amounts are converted to U.S. dollars based on the Internal Revenue Service (IRS) exchange rates.


The annual due date for filing an FBAR is April 15 with automatic maximum 6-month extension up to October 15.

Those required to file an FBAR, who fail to properly file a complete and correct FBAR, may be subject to civil monetary penalties. Taxpayers, who have not filed a required FBAR and are not under a civil examination or a criminal investigation by the IRS, and those who have not already been contacted by the IRS about a delinquent FBAR, should file any delinquent FBARs and include a statement explaining why the filing is late. The IRS will not impose a penalty for the failure to file the delinquent FBARs if the following conditions are met:

	Income from the foreign financial accounts reported on the delinquent FBARs is properly reported
	Taxes are paid on your U.S. tax return, and
	You have not previously been contacted regarding an income tax examination or a request for delinquent returns for the years for which the delinquent FBARs are submitted.


Taxpayers with specified foreign financial assets that exceed certain thresholds must report those assets to the IRS on Form 8938, Statement of Specified Foreign Financial Assets, which is filed with an income tax return. Those foreign financial assets could include foreign accounts reported on an FBAR. The Form 8938 filing requirement is in addition to the FBAR filing requirement. To learn whether you are required to file an FBAR, IRS Form 8938, or both, Click Here.

Consult with your CPA to determine whether you are required to disclose your foreign financial accounts, and if so, whether you need to file an FBAR, IRS Form 8938, or both.
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		Main Reasons for Mortgage Denial
	

	
		Being denied for a mortgage loan can certainly be a disappointment, especially when you consider all the hard work you had gone through applying for it. When your mortgage application is denied, the best thing to do is to find out the reasons and remedies to improve the chances of approval.

According to the Mortgage Bankers Association, almost 30 percent of homebuyers who apply for a mortgage are turned down. Also, about 1 in every 2 applications for refinancing are rejected. Below are the top five reasons why your mortgage loan application could be denied:

	Poor credit history: A poor credit rating is the most common reason for mortgage denial. Your credit history is reviewed by mortgage lenders when looking at whether or not, or how much, to lend you. If you had problems paying your debt in the past, for example, on a credit card, personal loan, or even your utility bills, it will show up on your credit report and will very likely be the reason for a denial. This is because the lenders will consider you more likely to miss a mortgage payment or be unable to pay on time. Checking your credit report regularly will enable you to stay on top of what it contains and get any incorrect information fixed.
	Too much debt: A debt-to-income ratio compares your monthly debt payments, including your estimated monthly mortgage payment, to your monthly income. It assures the sufficiency of your income in comparison to your debt obligations. The lenders prefer borrowers to have their debt-to-income ratio at, or below, a certain level (usually around 40%), and if yours is higher than that, try paying down some of the debts that have the maximum impact in lowering your debt-to-income ratio.
	Undocumented income: The most important factor while assessing your application is your income and expenditure. Lenders look more favorably upon the incomes that are consistent, sustainable, and verifiable, rather than just their size. Make sure you have accurate records of your finances and documentations of all of your income (i.e., most recent W-2 statements, tax returns, bank statements, and paycheck stubs).
	Inadequate employment history: Before applying for a mortgage, it is essential that you have a consistent employment history. It is better if you have two years of consistent employment before applying for a loan. The reason is that a lender wants to know that you are able to hold down a job long enough to pay back the money you have borrowed.
	A small down payment: While there are many mortgage programs and lenders that require a smaller down payment (for example, an FHA loan requires only 3.5% down payment), providing a larger down payment can offset some of your other not-so-strong loan qualifications (such as higher debt-to-income ratio or weaker credit than preferred), if any. The lenders look at your down payment as your skin in the game, so bigger is always better when it comes to a down payment to strengthen your home mortgage loan application.


With a little patience and extra work at your end, you can find yourself in a position to get your mortgage application approved the next time.



	


	
	
		Posted on December 5, 2016April 25, 2019Categories Mortgage BrokerTags Mortgage DenialLeave a comment			




	
	
		[image: Why Use a Mortgage Broker?]	

	
	
		Why Use a Mortgage Broker?
	

	
		Like most mortgage borrowers, your home mortgage is perhaps one of the biggest loans you will borrow during your lifetime. Shopping, comparing, and negotiating for the most favorable mortgage deal can potentially save you thousands of dollars over the life of the loan. Since most borrowers simply don’t have the knowledge, skills, and time required to secure the best deal for their situation, the solution is to work with an expert who does – a mortgage broker.

A mortgage broker is a middleman between mortgage borrowers and mortgage lenders/banks, who gets paid to facilitate a transaction. For mortgage borrowers, a mortgage broker is their personal shopper who works on their behalf to secure the most favorable mortgage rates and terms, in the most timely, efficient, and stress-free manner. For mortgage lenders/banks, a mortgage broker is someone who does all of the work on the loan – from origination to qualification to submission to closing.

Unlike a direct lender or a bank, a mortgage broker works with dozens of different lenders and banks with various loan standards and processes, to offer his clients the widest variety of mortgage programs and products at the most favorable rates and terms possible.

A mortgage broker is considered as:

	An Expert: Mortgage brokers are experienced and qualified industry experts. A mortgage broker has an experience in securing hundreds of mortgages from different lending sources for various credit situations over the years, which can be helpful in identifying and securing the most suitable loan option at the most competitive rates and terms for you.
	A Personal Shopper: Mortgage brokers have the knowledge, skills, and time needed to shop, compare, and negotiate the best mortgage deal for you. A mortgage broker helps you prepare a strong mortgage application that is likely to receive multiple bids from various banks and lenders. The more bidders you have competing for your mortgage, the more you save.
	A Negotiator: Mortgage brokers are savvy negotiators. A seasoned mortgage broker is experienced in negotiating the best mortgage rates, fees, and terms numerous times in the past, which can be invaluable in negotiating the best deal for you.
	A Facilitator: In addition to shopping, comparing, and negotiating the best mortgage deal for you, mortgage brokers also handle all the mortgage-related paperwork, and coordinate amongst various parties involved in the loan process to facilitate a successful transaction.
	Responsive: Mortgage brokers are more accessible and approachable than direct lenders and banks. You can’t reach a direct lender or a bank, but can talk to a mortgage broker anytime during the mortgage process. Also, mortgage brokers don’t keep “banker’s hours”, meaning they are likely be available after regular business hours and on weekends.


Mortgage brokers are typically compensated by the lenders for the services they provide to both borrowers and lenders. To earn your business, mortgage brokers create a multiple bidding situation on your loan application, and then negotiate with all the bidders to ensure that your overall cost of borrowing (interest rates, mortgage fees, miscellaneous charges, etc.) is less than what it would have been had you worked directly with a single lender or a bank.

In a nutshell, a mortgage broker helps you find a better deal on your mortgage than what you might be able to find on your own, while also handling all your mortgage-related paperwork and providing you a superior customer service experience.
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		Operating Your S Corporation
	

	
		After your business is allowed to be treated as an S Corporation by the IRS for tax purposes, it is important for you to observe certain corporate formalities and meet specific reporting requirements. This is for you to maintain your S corporation status in good standing and continue to receive the asset protection and tax benefits afforded by the S corporation status.

Here is a list of some of the tasks throughout the year to operate your S corporation properly:

	Draft and follow bylaws: Bylaws are the rules for the operation and interactions between shareholders. You will need a set of bylaws to show the IRS that your S corporation is distinct from the shareholder as an individual. You should know what your bylaws require, and comply with them before taking any action. 
	Hold meetings: Generally, S corporations are required to have at least one meeting of stockholders and one meeting of the board of directors each year. Elect directors and officers, issue stocks, and adopt bylaws at initial shareholders meeting.
	Keep minutes: Draft minutes from the meetings and file them in your corporate book. It is important you hold meetings and keep minutes even if you are the only shareholder in your corporation.
	Create a stock ledger and a corporate book: A stock ledger is a document that keeps records of the issuance and transfer of all shares, the names and addresses of all current shareholders, the number of shares held by each shareholder, etc. A corporate book houses all corporate documents including your bylaws, meeting minutes, and notices.
	Setup payroll: S corporation status requires shareholders to determine and withdraw a reasonable salary. Shareholders are required to pay estimated taxes on their income from S corporation on their own personal tax returns. Setup your payroll system to file quarterly payroll reports and make deposits.
	File tax returns: S corporations are required to file an annual corporate tax return (Form 1120S) even if there was no business activity during the year.
	File annual reports: This is an annual filing required by the secretary of state to update the information on file for your S corporation. An accompanying fee is required to be paid on an annual basis.


S corporation can be a powerful tool for asset protection and tax savings. However, it comes with additional corporate formalities and administrative costs. Operating your S corporation can be time-consuming and maybe even a distraction from your focus of growing your business. Ask your CPA to help you operate your S corporation properly and handle most of the procedural work.
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		8 Reasons Why People Don’t Plan for Retirement
	

	
		For most people, the amount of income they need in the first year of their retirement is between 70% and 90% of their living wage in the last year of their working life. Furthermore, most retirees need 60% to 90% of their total retirement income to be generated by the nest egg they have saved for retirement. While most people understand the need for a retirement nest egg, many people don’t plan for their retirement for the following reasons:

	They lack the basic understanding of retirement planning – Here are two articles that will help you gain the basic knowledge about retirement planning: the article Retirement Planning 101 will help you understand the what and how of retirement planning, and the article 5 Reasons for Retirement Planning will explain some of the reasons why you should plan for your retirement.
	They don’t know where to begin – It all begins by calling a financial advisor. Your financial advisor will help you crystallize your retirement goals, and prepare your personalized retirement plan with a roadmap showing how best to achieve your retirement goals.
	They believe it’s too early – Money needs time to grow. The sooner you start saving for retirement, the lesser the amount you will need to save every month, and the more the time your money will have to grow. In short, the sooner you start, the better the chances you will achieve your retirement goals.
	They believe it’s too late – It’s better late than never when it comes to retirement planning. Just because you are of a certain age, or have a specific financial profile, doesn’t necessarily mean it’s too late for you to start planning for your retirement. Work with a financial advisor to learn about various options and alternatives feasible for your situation.
	They put it off – The longer you wait to start planning for your retirement, the more the amount you will need to save every month, and the lesser the time your money will have to grow. In short, the later you start, the fewer the options and financial strategies that may be available for pursuing your retirement goals.
	They think they are too busy to plan – Where there is a will, there is a way. Planning for a financially secure retirement is just as, or even more, important than any other personal or professional matters, that you may be busy with. Your financial advisor should create your personalized retirement plan with the least amount of work for you.
	They believe they don’t make enough money to save for retirement –You would be surprised to know how big of an impact small adjustments in your financial habits and priorities can make on your overall financial success. Depending on your age, risk tolerance, and other circumstances, you may be able to meet your retirement goals by saving only 1% to 2% of your income every year.
	They believe contributing to 401(K) and IRA alone constitutes retirement planning – Retirement planning is not just about accumulating a retirement nest egg in the most efficient manner possible, but also about how best to expend it during your retirement years so that it lasts your lifetime. Remember, 401(K) and IRA are just two of the many available retirement saving vehicles that may be suitable for your situation. There are many other savings, investment, tax and other financial strategies, which may need to be employed to successfully achieve your retirement goals.


Retirement is not a matter of if, but a matter of when. Planning for this inevitable life event is not only a smart financial move, but also a responsible thing to do. No matter your reasons, planning for a financially secure retirement is too important to ignore or even delay.
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		7 Traits of Successful Retirees
	

	
		Retiring successfully means being able to accumulate the retirement nest egg needed for a financially-secured retirement. While planning is the key to retiring successfully, not everyone who plans for retirement is automatically guaranteed to achieve their retirement goals. People who retire successfully display some, or all of the following seven traits:

	They have a clear vision for their retirement – Having a clear vision for retirement means precisely knowing your retirement goals – what age you want to retire at, the kind of lifestyle you want to enjoy after you retire, and the amount of income you will need to generate in retirement to support your lifestyle. Successful retirees work with a financial advisor to crystallize their retirement goals and develop a plan to achieve them.
	They use experts – Creating and implementing a well-thought-out retirement plan requires expertise in various areas of personal finance including taxes, investment, insurance, estate, and debt. Successful retirees recognize how utilizing such expertise can help them maximize their money and improve the likelihood of their financial success. Hence, they work with a financial advisor who can assemble and employ the needed financial expertise in creating a comprehensive retirement plan, and implementing it using cohesive financial strategies.
	They don’t procrastinate – You are never too young or too old to start planning for your retirement. However, the sooner you start, the easier it is to achieve your retirement goals. Successful retirees rise above the reasons why people don’t plan for retirement and start planning as early as possible.
	They live by a budget – A home budget can help you track your expenses and see where your money goes every week, month, or year. A budget can help you avoid any impulsive and unplanned spending that might jeopardize your financial future. Successful retirees carefully plan and prioritize their expenses, and live within their means. They understand how their individual spending decisions can affect their overall financial success.
	They pay themselves first – Paying yourself first means setting aside from your income the amount you need to save for your financial goals, before paying for any other expenses. Successful retirees automate their savings; meaning they have the amount that they need to save every month for retirement automatically deposited from their paycheck into a workplace retirement account, or from their bank account into an IRA, before they have a chance to spend it. They understand that preparing for the future is just as important as living in the present.
	They stick to the plan – Achieving retirement goals requires a steadfast adherence to the plan. No matter what the circumstances, successful retirees remain committed to their plan and dedicated towards achieving their retirement goals. They always follow the plan recommendations timely and precisely, even if doing so becomes difficult at times. They periodically review their plan and update it when necessary, to ensure it always reflects their most current situation and plan assumptions.
	They retire for a reason – Retirement can be devastating if not financially secure, and boring if not busy with the things you love to do. Successful retirees retire not because they have reached the proverbial retirement age, but because they have accumulated the sufficient nest egg they needed for retirement, and they have plans for more fun and fulfilling activities rather than working. They understand why financial independence is important, and how it can turn their retirement years into truly golden ones.


It is never too late for anyone to adopt these seven traits, regardless of their stage in life or financial situation. Doing so could make a world of difference to their quality of life during their golden years.
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		Why Budget?
	

	
		Your budget is a blueprint of how you are going to spend and save your income over the next 12 to 24 months. Your budget not only helps you maximize and prioritize your current finances and gain clarity and control over them, but also serves as a foundational building block for your short-term and longterm financial goals.

A well thought out budget can help you in the following ways:

	Reveal waste – Creating a budget requires projecting your future expenses based on the analysis of your past spending patterns. During the analysis, you may find that some of the discretionary expenditures were wasteful or unnecessary in nature. These may include late fees, penalties, interests, recurring automatic charges for useless memberships and services, excessive dine-outs, and unusually high spending on clothes, accessories and other personal items. Budgeting can help you minimize, or in some cases, even eliminate such wasteful expenses.
	Set priorities – Your budget is your spending plan. Forecasting your spending requires you to identify your financial priorities, and allocate your finite income amongst various spending and saving categories accordingly. For example, budgeting makes you choose between whether to spend on a cup of coffee every day, or buy a life insurance policy; dine out every weekend, or pay down your credit card debt; and go vacationing overseas every year, or save for retirement. Budgeting can help you spend your money on the things that are important to you, now, and in the future.
	Control spending – Following a budget requires you to limit your expenses as per the plan, and avoid any unplanned expenses. Your budget tracks your expenses against the plan, and alerts you when you overspend on a budgeted item or spend any amount at all on a non-budgeted item, so that you can take corrective actions. For example, if you budgeted $2,000 for your family vacation, your budget will hold you to that commitment, and require you to either limit your spending on your family vacation to $2,000 or cut some other discretionary spending to make up for the overspending, if any.
	Reduce stress – Budgeting helps you plan and prepare for most of your expenses over the next one to two years. When annual expenses are budgeted each month, sufficient funds will exist to pay the bill when it becomes due. This saves you the stress of suddenly having to adjust to lack of funds because you did not initially plan on how to spend them. Budgeting gives you a clear picture of your overall finances and a control over how your money is spent, which in turn, gives you the peace of mind you need regarding your financial future.
	Improve relationships – Money can cause a lot of stress in a relationship. Creating a budget in tandem with your spouse will avoid conflicts, and resolve personal differences on how your money is spent. There will be no more back and forth after-the-fact about why one of you “wasted” money on something, and no sticker shock when you get the credit card bill. Budgeting promotes teamwork for common financial goals, and prevents conflict on how the money is used.
	Reach financial goals – No matter your financial goals – paying down debts, building wealth, saving for your kids’ college and your retirement, buying a vacation home, or anything else – budgeting is often the first step in your journey towards achieving them. Following a budget helps you prioritize and control your spending, and save for your financial goals. It provides you the discipline, focus, and commitment you need to achieve your financial destiny.


Budgeting is the most basic and the most effective tool for managing your money. Creating and following a budget involves self-discipline and sacrifice, but it will help you develop wise spending habits to better manage your finances, now and into the future.
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		6 Things to Consider While Selecting a Small Business CPA Firm
	

	
		For most small businesses, it is more cost-effective to outsource their bookkeeping, payroll, accounting, and tax service needs, to an outside accounting firm than it is to hire the required in-house staff for the same. The key is to find the right accounting firm.

Here are some of the things to consider while selecting a small business CPA firm:

	Is the firm specialized in serving small businesses like yours? A CPA firm specialized in serving small businesses is likely to understand and address the challenges unique to small businesses more effectively than a CPA firm that is not. In addition, such a CPA firm is likely to be efficient and agile in serving your needs as its services, processes, and operations are likely to be built just to serve small businesses.
	Does the firm have expertise in areas relevant to your needs? Understand your needs first before seeking a solution. For example, if your internal staff handles your accounting and bookkeeping but you need outside help for certain types of taxes, then hire a CPA firm that is expert in those types of taxes, preferably in your industry. If you want to setup a retirement plan for yourself and/or for your employees, hire a CPA firm that is also a financial advisor.
	What credentials and licenses in accounting and finance do the firm employees have? Most highly-recognized professional credentials in accounting and finance, such as CPA, CFP, CFA, PFS, EA, etc., have requirements for continuing education and compliance with their standards. This is to ensure that the professional is not only knowledgeable about the subject matter, but also that his/her knowledge is the most up-to-date one. It’s always wise to hire professionals with the highest professional credentials in the field of your needs.
	What is the firm’s client callback policy? One of the main reasons to hire a small local CPA firm is the ease of access. Ask whether they have a policy of returning client’s calls within 24 hours and addressing their queries within 72 hours. Also, find out whether they will be available over the weekend for an occasional urgent situation.
	Is the firm also skilled in preparing personal tax returns and providing other personal finance services, if needed? Most small businesses are flow-through business entities whereby their business profits and losses flow through their personal tax returns at the year-end. Therefore, as a small business owner, you need a CPA firm that has experts in not only accounting and business taxes but also in personal finances. Such CPA firm applies a holistic view to your finances in devising optimal tax strategies.
	Does the firm have a strong referral network for your other professional service needs? For many small businesses, their CPA is their most trusted source for many great referrals. You should be able to count on your CPA for reliable referrals for your other professional service needs such as legal, financing, banking, investment, and insurance. Once you hire the right CPA firm, it should become your primary source for other reliable professionals.


As a small business owner, your CPA should be your most trusted advisor for both your business as well as your personal financial service needs. Do your due diligence while searching for a CPA firm that is right for your needs.
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