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I am grateful for what I am and have.
My thanksgiving is perpetual.
- Henry David Thoreau
*
*
May you all fully experience the
wonders of Fall, and the Holiday
Season. I look forward to seeing you
all and helping you finish 2019 with a
smile.
- Audrey
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No matter how much
money you have or which
life stage you're in,
becoming financially
independent starts with a
dream. Your dream might
be to finally pay off the
mountain of debt you've
accumulated, or to stop
relying on someone else for financial support.
Or perhaps your dream is to retire early so you
can spend more time with your family, travel the
world, or open your own business. Financial
independence, however you define it, is
freedom from the financial obstacles that are
keeping you from living life on your own terms.

Envision the future
If you were to become financially independent,
what would change? Would you spend your
time differently? Live in another place? What
would you own? Would you work part-time?
Ultimately, you want to define how you choose
to live your life. It's your dream, so there's no
wrong answer.

finding a job with a higher salary, working an
extra job, or working part-time in retirement.
And a job is just one source of income. If you're
resourceful and able to put in extra hours, you
may also be able to generate regular income in
other ways — for example, renting out a garage
apartment or starting a side business.
Spend wisely. Look for opportunities to reduce
your spending without affecting your quality of
life. For the biggest impact, focus on reducing
your largest expenses — for example, housing,
food, and transportation. Practicing mindful
spending can also help you free up more
money to save. Before you buy something
nonessential, think about how important it is to
you and what value it brings to your life so that
you don't end up with a garage or attic filled
with regrettable purchases.

Save aggressively. Set a wealth accumulation
goal and then prioritize saving. Of course, if you
have a substantial amount of debt, saving may
be somewhat curtailed until that debt is paid off.
Take simple steps such as choosing
investments that match your goals and time
frame, and paying yourself first by automatically
Work at it
investing as much as possible in a retirement
Unless you're already wealthy, you may have
savings plan. Time is an important ally in the
had moments when winning the lottery seemed quest for financial independence, so start
like the only way to become financially secure. saving as early as possible and build your nest
But your path to financial independence isn't
egg over time. (Note that all investing involves
likely to start at your local convenience store's
risk, including the possible loss of principal, and
lottery counter.
there is no guarantee that any investment
strategy will be successful.)
Though there are many ways to become
financially independent, most of them require
Keep going
hard work. And retaining wealth isn't
Make adjustments. Life changes. Unexpected
necessarily easy, because wealth may not last
bills come up. Some years will be tougher
if spending isn't kept in check. As income rises,
financially than others. Expect to make some
lifestyle inflation is a real concern. Becoming —
adjustments to your plan along the way,
and remaining — financially independent
especially if you have a long-term time frame,
requires diligently balancing earning, spending,
but keep going.
and saving.
Track your progress. Celebrate both small
Earn more, spend wisely, and save
milestones and big victories. Seeing the
aggressively
progress you're making will help you stay
motivated as you pursue your dream of
Earn more. The bigger the gap between your
financial independence.
income and expenses, the quicker it will be to
become financially independent, no matter what
your goal is. The more you can earn, the more
you can potentially save. This might mean
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Real Estate Investing 101
Historically low mortgage interest rates and
rising home values are just a couple of reasons
why investors may be drawn to real estate
investing. Not only does real estate have the
potential to provide a steady income stream,
but it can help diversify an investment portfolio
and act as a hedge against inflation.
If you are new to investing in real estate, there
are a number of questions you should ask
yourself to choose the best real estate
investments for your needs.

Do you want to be an active or passive
owner?

property that has the potential to increase in
value over time, but your ability to use the
property yourself will be limited if you want to
enjoy a rental's tax benefits. Ranking your
priorities can be useful.

Are you looking for a quick return or a
long-term investment?
Real estate speculators have been known to
earn high profits from buying distressed
property, fixing it up, and reselling it at a profit,
especially in a buyers' market. However, the
real estate market is notoriously cyclical, and
there are no guarantees. If you're speculating,
hoping for a quick return on your capital, the
liquidity of a real estate investment will be
important to you; so will making sure you don't
overpay to begin with. If you have a longer time
frame, you may have a wider range of investing
options.

When choosing a real estate investment, you
first need to decide how much you want to be
involved. Are you interested in investing in a
single-family dwelling, multi-unit property, or
vacation property for rental income? Buying
rental property and managing it yourself will
involve time and effort unless you hire someone Is real estate investing going to be a
to manage it for you. If you've never been a
full-time job for you or a hobby?
landlord, be sure to talk with other landlords to
get a sense of the potential rewards and pitfalls. Some real estate investors find that what they
intended as a hobby or retirement diversion
Other real estate investments, such as real
quickly becomes more than they can handle.
estate limited partnerships and raw/unimproved Think about how much time and capital you're
land, demand less day-to-day involvement. If
prepared to devote to your real estate
you're investing simply to diversify an
investments, and how much of a cushion you
investment portfolio, these types of real estate have in case things don't work out as you
investments may satisfy your needs without the expected.
challenges of managing a property.

Diversification is a method used to help manage
investment risk; it does not guarantee a profit or
protect against investment loss. There are inherent
There are a number of tax benefits associated risks associated with real estate investments and the
with investing in certain types of real estate. For real estate industry that could have an adverse effect
example, operating expenses for a rental
on the financial performance and value of a real
property are typically tax deductible, and you
estate investment. Some of these risks include: a
may be entitled to deductions for depreciation. deterioration in national, regional, and local
economies; tenant defaults; local real estate
In addition, any profit from the sale of real
conditions, such as an oversupply of, or a reduction in
estate is generally taxed at favorable capital
gains rates. You may also be able to postpone demand for, rental space; property mismanagement;
changes in operating costs and expenses, including
your tax liability with other tax planning
increasing insurance costs, energy prices, real estate
strategies, depending on the type of real estate taxes, and the costs of compliance with laws,
investment.
regulations, and government policies. Real estate
investments may not be appropriate for all investors.
If tax benefits are your primary reason for

Are you investing for tax benefits?

investing in real estate, be sure to consult a tax
professional to see what specific tax benefits
you may be entitled to based on the real estate
investment you choose.

Are you investing for income, capital
appreciation, personal use, or a
combination?
Real estate investments offer the potential for
all three, but there is often a trade-off among
them. For example, raw land may have
development potential, but it likely will not
provide any return until it is fully developed.
You may be able to earn income from rental

Limited partnerships are subject to special risks such
as illiquidity and the risks inherent in the underlying
investments. There are no assurances that the stated
investment objectives will be reached. At redemption,
the investor may receive back less than the original
investment. Individuals must meet specific income
and net worth suitability standards, which vary by
state. These standards, along with the risks and other
information concerning the partnership, are set forth
in the prospectus, which can be obtained from your
financial professional.
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Life Insurance with Long-Term Care Benefits
If you are concerned about the high costs of
long-term care but don't want to purchase
traditional long-term care (LTC) insurance, you
might consider two strategies that combine
permanent life insurance coverage with
long-term care benefits.

Benefits under a hybrid policy typically begin
when the policyholder needs help with two or
more activities of daily living such as eating,
bathing, and dressing.

With an optional continuation-of-benefits rider,
payouts for covered LTC expenses could
Keep in mind that any payouts for covered LTC continue for a specified period or your lifetime,
expenses reduce (and are usually limited to)
even if they exceed the death benefit.
the life insurance death benefit that would go to
Financial flexibility
your heirs, and benefits can be much less than
Another advantage of these strategies is that
those of a traditional long-term care policy.
policyholders can tap into the cash value of the
Accelerated death benefit (ADB) rider
permanent life policy during retirement if money
An ADB rider attached to a permanent life
is needed for income or emergencies. Loans
insurance policy allows the insured to begin
and withdrawals will reduce the policy's cash
receiving benefits while he or she is still living,
value and death benefit.
under specific circumstances.

Other considerations

In the past, ADB riders only paid when a
policyholder was diagnosed with a terminal
illness. However, more insurers now offer riders
that start paying when a policyholder is
diagnosed with a chronic illness, is permanently
disabled, or needs to enter a nursing home.
Although some policies may include an ADB
rider at little or no cost, ADB riders are
generally optional and will increase the
premium.

Hybrid life—LTC policy

It would be wise to explore your LTC options
while you are healthy. If you consider a a life
insurance policy with an ADB rider or a hybrid
life-LTC policy, you should have a need for life
insurance and evaluate the policy on its merits
as life insurance.
The cost and availability of life insurance
depend on factors such as age, health, and the
type and amount of insurance purchased. In
addition to the life insurance premiums, other
costs include mortality and expense charges. If
a policy is surrendered prematurely, there may
be surrender charges and income tax
implications.

This type of policy combines permanent life
insurance and long-term care coverage. Many
such policies require a substantial up-front
premium, but buyers don't have to worry about Any guarantees are contingent on the financial
future rate increases or the issuer canceling the strength and claims-paying ability of the issuing
policy.
insurance company. Riders are subject to the
For the same premium, a hybrid policy typically contractual terms, conditions, and limitations
outlined in the policy, and may not benefit all
has a smaller death benefit than a life policy
with an ADB rider. However, the LTC coverage individuals.
is more generous than an ADB rider.
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This newsletter is for educational
purposes only and is not intended
to provide specific financial, legal
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is a registered investment adviser
with the State of Florida. The ADV
Part 2 for Financial Life Designs
LLC may be found on our website
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Do I need to pay estimated tax?
Taxpayers are required to pay
most of their tax obligation
during the year by having tax
withheld from their paychecks
or pension payments, or by
making estimated tax payments. Estimated tax
is the primary method used to pay tax on
income that isn't subject to withholding. This
typically includes income from self-employment,
interest, dividends, and gain from the sale of
assets. Estimated tax is used to pay both
income tax and self-employment tax, as well as
other taxes reported on your income tax return.
Generally, you must pay federal estimated tax
for the current year if: (1) you expect to owe at
least $1,000 in tax for the current year, and (2)
you expect your tax withholding and refundable
tax credits to be less than the smaller of (a)
90% of the tax on your tax return for the current
year, or (b) 100% of the tax on your tax return
for the previous year (your tax return for the
previous year must cover 12 months).
There are special rules for farmers, fishermen,
and certain high-income taxpayers. If at least
two-thirds of your gross income is from farming
or fishing, you can substitute 66-2/3% for 90%
in general rule (2)(a) above. If your adjusted

gross income for the previous year was more
than $150,000 ($75,000 if you were married
and filed a separate return for that year), you
must substitute 110% for 100% in general rule
(2)(b) above.
If all of your income is subject to withholding,
you probably don't need to pay estimated tax. If
you have taxes withheld by an employer, you
may be able to avoid having to make estimated
tax payments, even on your nonwage income,
by increasing the amount withheld from your
paycheck.
You can use Form 1040-ES and its worksheets
to figure your estimated tax. They can help you
determine the amount you should pay for the
year through withholding and estimated tax
payments to avoid paying a penalty. The year is
divided into four payment periods. After you
have determined your total estimated tax for the
year, you then determine how much you should
pay by the due date of each payment period to
avoid a penalty for that period. If you don't pay
enough during any payment period, you may
owe a penalty even if you are due a refund
when you file your tax return.
Withholding and estimated tax payments may
also be required for state and local taxes.

How can I teach my high school student the importance
of financial literacy?
Even though your child is just
in high school, he or she may
still have to deal with certain
financial challenges. Whether
this involves saving for an important purchase
like a car or learning how to use a credit card
responsibly, it's important for your high schooler
to have a basic understanding of financial
literacy concepts in order to manage his or her
finances more effectively.

Show them the numbers. Use an online
calculator to demonstrate the concept of
long-term investing and the power of compound
interest. Your children may be surprised to see
how fast invested funds can accumulate,
especially when you match or contribute an
additional amount each month.

Advocate saving. Encourage your children to
set aside a portion of any money they receive
from an allowance, gift, or job. Be sure to talk
about goals that require a financial
commitment, such as a car, college, and travel.
As an added incentive, consider matching the
funds they save for a worthy purpose.

literacy. This includes saving, investing, using
credit responsibly, debt management, and
protection planning with insurance.

Let them practice. Let older teens become
responsible for paying certain expenses (e.g.,
clothing and entertainment). The possibility of
While financial literacy offerings in schools have running out of their own money might make
increased in popularity, a recent study reported them think more carefully about their spending
that only 17 states require high school students habits and choices. It may also encourage them
to take a personal finance course before they
to budget their money more effectively.
graduate.1 Here are some ways you can teach Cover the basics. By the time your children
high school students the importance of financial graduate from high school, they should at least
literacy.
understand the basic concepts of financial

1

Survey of the States, Council for Economic
Education, 2018
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