
Personal Information

Summary

Age: 62
Name: Jeff Matthews
Occupation: Sales Consultant (Recently laid off, considering starting a
new consulting business)
Spouse's Age: 57
Spouse's Name: Susan Matthews
Children's Ages: 2 (ages 24 and 22)
Marital Status: Married
Current Employer: Between jobs

Financial Information

Summary

Assets

Total Cash Savings: $200,000
Total Investment: N/A
Total Retirement Accounts: $1,300,000
Real Estate Assets Value: $360,000
Business Value: N/A
Other Assets: Jeff’s current company RSU balance is $60,000 ($30,000
vested / $30,000 unvested). Jeff and Susan purchased an annuity when
they were younger for $50,000 and its current value is $75,000.

Liabilities

Credit Card Debts: $0
Outstanding Car Loans: $0
Outstanding Mortgages: $150,000
Other Debt: Susan leases an SUV for $400/month and typically likes
trading it in every three years.

Income

Annual Income Before Taxes: $270,000 (Note: This was Jeff's income
before layoff, including $150,000 annual salary and $25,000 bonus. His
future income is uncertain due to plans to start a new consulting
business.)

Expense

Monthly Expenses: $6,000
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Other Income or Expenses

Other Income: N/A
Other Expenses: Mortgage payment is $1,145/month. They like to
travel and typically spend $12,000/year on family vacations.

Comprehensive Financial Plan

Investment Planning Form

Section Summary

Jeff is interested in starting his own consulting business and aims for
retirement by age 65 but is open to working longer if the business
thrives.
Susan wishes to retire at 60 and looks forward to traveling more during
retirement, while Jeff prefers purchasing a lake house.
Their primary investment goals revolve around starting the consulting
business, retirement aspirations, a desire for more travel, the lake
house dream, and the need for a new vehicle.
Currently holding more cash than necessary, they are unsure how to
effectively allocate these resources for investment purposes.

Goals

Develop a diversified investment portfolio tailored to meet both Jeff's
business aspirations and the couple's retirement and lifestyle goals.
Efficiently utilize excess cash holdings to fund the startup costs of the
consulting business and other major planned expenses.

Action Plans:

Conduct a comprehensive portfolio assessment to determine an optimal
asset allocation strategy that balances risk and returns in alignment
with Jeff and Susan's financial goals and risk tolerance.
More Details

To formulate an optimal asset allocation strategy for Jeff and Susan, it's
paramount to consider their distinctive financial goals and risk tolerance.
The couple's financial landscape, characterized by Jeff's recent
unemployment and their desire to possibly retire within the coming years,
underscores the necessity for a carefully balanced approach. Their
substantial retirement savings, alongside liquid assets, position them well
for strategizing towards their retirement and lifestyle aspirations. However,
Jeff and Susan's portfolio should be meticulously assessed to diversify
beyond their current holdings, significantly reducing risk through spreading
investments across different asset classes. Given their moderate risk
tolerance, an asset allocation blend favoring fixed-income securities and
high-quality equities could serve to protect their principal while providing
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growth opportunities. Drawing from the insights outlined in the CONTEXT
DOCUMENTS, especially the emphasis on cost-effective implementation and
the advantages of diversification, a tailored investment policy statement
should be developed. This statement will guide future asset allocation
adjustments, ensuring alignment with their evolving financial goals and risk
appetite.

Create a budget and financial projection for the consulting business
startup, including potential initial costs, funding strategies using
current cash reserves, and a timeline for significant milestones.
More Details

Creating a structured budget and financial projection for Jeff's consulting
business is critical, not only for forecasting potential costs and revenues but
also for evaluating funding strategies. Given Jeff and Susan's strong cash
reserve, a portion of this can be strategically allocated to cover initial
business expenses while retaining sufficient liquidity for personal
emergency funds. It's important that this setup doesn't jeopardize their
existing savings goals, including retirement. A detailed analysis of the
startup costs, considering factors such as potential office space, technology
needs, and initial marketing, will be essential. Additionally, setting clear
milestones for the business, such as client acquisition targets and revenue
benchmarks, will be crucial for monitoring progress. Guidance from the
CONTEXT DOCUMENTS suggests a prudent approach to utilizing personal
funds for business purposes, advising on maintaining a balance between
investment in the business and preservation of personal financial security.

Explore investment opportunities for purchasing a lake house and a
new vehicle, including setting aside funds in short-term, low-risk
investments for these near-term purchases.
More Details

Regarding the exploration of investment opportunities for purchasing a lake
house and a new vehicle, Jeff and Susan should consider reallocating a
portion of their ample cash reserves into short-term, low-risk investment
vehicles. Options such as high-yield savings accounts, certificates of deposit,
or short-term treasuries could offer a safer avenue for growing their funds
while maintaining accessibility for these near-term purchases. The context
documents stress the importance of aligning investment choices with
specific financial goals and the timeline for achieving them. For Jeff and
Susan, ensuring that their investments are sufficiently liquid and carry
minimal risk is key to fulfilling their desire for a lake house and a new
vehicle without compromising their overall financial stability. This strategy
will allow them to focus on their immediate goals while still keeping an eye
on their long-term financial health.
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Retirement Planning Form

Section Summary

Jeff and Susan have set their retirement ages at 65 and 60, respectively,
and express a strong desire for travel and owning a lake house in
retirement.
Their existing retirement savings are spread across various accounts,
including 401(k)s, a 403b plan, and a pension, totaling over $1.3
million.
Both are concerned about healthcare costs in retirement but have not
fully explored the implications of early Social Security benefits
withdrawals.

Goals

Ensure a sustainable and comfortable lifestyle in retirement through
effective use of their retirement savings and Social Security benefits.
Implement healthcare strategies to manage potential costs in
retirement, including evaluating the need for long-term care insurance.

Action Plans:

Review and consolidate retirement accounts where possible to
streamline management and potentially reduce fees, while ensuring
diversified investment strategies are in place.
More Details

In reviewing and consolidating Jeff and Susan Matthews' retirement
accounts, a nuanced evaluation of their retirement assets and investment
strategies is essential. They possess diverse retirement assets, including
Jeff's current and old 401(k) plans totaling $700,000, Susan's 403b plan at
$450,000, and Jeff's pension valued at $150,000. As they are considering
retirement—with Jeff aiming for age 65 and Susan for 60—and given the
variability in their income following Jeff's layoff and potential
entrepreneurial venture, consolidation of these accounts could simplify their
financial management and potentially reduce fees. However, it’s crucial to
maintain diversification within their investments to align with their
moderately conservative risk tolerance, as indicated by a risk tolerance
score of 5. To streamlining their portfolio management, transferring old
401(k) balances into a single rollover IRA could be considered, allowing for
a more coordinated investment strategy. This strategy would facilitate a
clearer view of asset allocation, ensuring it aligns with their nearing
retirement phase and long-term financial goals, while also taking advantage
of potentially lower fee structures offered by consolidating their accounts.

Develop a comprehensive retirement income plan that includes timing
for taking Social Security benefits, accounting for Jeff's consideration of
early withdrawal, and its impact on their long-term financial security.
More Details

• 

• 

• 

• 

• 

• 

• 



Formulating a comprehensive retirement income plan for Jeff and Susan
Matthews necessitates a strategic approach, especially considering Jeff’s
consideration of initiating Social Security benefits at age 62. Given his
previous annual income of $270,000 and the uncertainty surrounding his
future consulting business, the timing of Social Security benefits could
significantly affect their long-term financial stability. Their retirement
planning should accommodate various scenarios, including differing
retirement ages and income sources, to ensure sufficient income streams
throughout their retirement years. Factoring in their total retirement assets
of $1,300,000 and their expected retirement expenses, it’s critical to
deliberate on the most beneficial time for Jeff to start his Social Security
benefits. Delaying benefits could result in higher monthly payouts, which is
especially relevant considering the couples' desire for travel and purchasing
a lake house during retirement. Moreover, the plan must integrate income
from Susan's 403b plan, Jeff’s various 401(k) plans, and their pensions,
alongside strategizing for tax implications. An individualized analysis,
weighing the pros and cons of early versus delayed Social Security benefits,
will underpin their comprehensive retirement income planning.

Analyze healthcare needs and costs in retirement, including the
benefits of existing long-term care insurance and the potential need for
additional coverage or adjustments.
More Details

Analyzing healthcare needs and costs for Jeff and Susan Matthews in
retirement includes a close review of their long-term care insurance and
consideration of additional coverage. At ages 62 and 57 respectively, and
with concerns regarding healthcare costs in retirement, it's vital to assess
their existing long-term care policies, for which they pay $300/month each.
This analysis is even more critical given the unpredictability of health care
expenses and their potentially significant impact on retirement savings.
Their current policies must be evaluated for coverage adequacy against
potential healthcare scenarios, considering both healthcare inflation and
their specific medical history and potential needs. Adjustments to their
current coverage or the acquisition of supplementary policies should be
contemplated to ensure comprehensive protection. Plus, this strategy must
address their concerns over healthcare costs, including the potential for
increased medical expenses in later life stages—aligning with observed
spending patterns in retirement that typically see an upsurge due to health-
related expenditures.

Estate Planning Form

Section Summary

Jeff and Susan wish to leave an inheritance for their children but do not
have specific goals in this regard. Their major assets include retirement
accounts, cash, and property.
They have basic estate planning documents in place but lack powers of
attorney for health and finances.
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Goals

Update and solidify their estate plan, ensuring it reflects their current
wishes and provides for their children while considering tax
implications.
Establish comprehensive powers of attorney for both health and
financial decisions.

Action Plans:

Consult with an estate planning attorney to review and potentially
update their wills, consider establishing trusts for managing
inheritance, and draft necessary powers of attorney.
More Details

Consulting with an estate planning attorney is not just a task to check off;
it's a crucial step in ensuring your financial legacy is preserved and passed
on according to your wishes. Jeff and Susan Matthews need to take this
opportunity not only to review and potentially update their wills but also to
consider the establishment of trusts for their children. Given the nature of
their assets, which includes Jeff's company RSU balance, an annuity,
substantial retirement accounts, and real estate, a trust could offer
significant advantages in terms of inheritance management and probate
avoidance. The absence of any powers of attorney (POAs) for health and
finances further underscores the urgency in addressing these estate
planning facets. The creation of POAs will empower Susan and others to
make critical decisions if Jeff becomes incapacitated. This holistic approach
to estate planning will ensure that their assets are protected and efficiently
transferred to their children, providing peace of mind and financial security
for the future.

Evaluate the current value and structure of their assets to ensure
optimal tax efficiency and alignment with their estate planning goals.
More Details

Evaluating the current value and structure of Jeff and Susan Matthews'
assets is essential for optimizing tax efficiency and ensuring alignment with
their estate planning goals. Their portfolio includes a mix of retirement
accounts, real estate, cash, an annuity, and restricted stock units (RSUs).
Optimizing tax efficiency involves structuring these assets in a way that
minimizes income, capital gains, and estate taxes. Given the complex nature
of their assets, including significant retirement account balances and
property in different states, a comprehensive evaluation will likely identify
opportunities for tax saving, such as employing strategies for basis step-up
at death or considering the conversion of traditional retirement accounts to
Roth IRAs. This detailed approach will pave the way for an estate plan that
maximizes the value passed onto their children while minimizing tax
liabilities.

Discuss strategies for potentially reducing estate taxes and ensuring a
smooth transition of assets to their children and/or other beneficiaries.
More Details
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Reducing estate taxes and ensuring the smooth transition of assets to Jeff
and Susan Matthews' children necessitates strategic planning. Since they
have a basic will but lack specific inheritance goals and considering Jeff's
intentions to start receiving Social Security benefits early, a refined strategy
is needed. Employing methods such as gifting during their lifetimes or
establishing trusts could significantly minimize the estate's taxable size.
Trusts, in particular, could offer a dual benefit by providing a structured way
to pass assets to their children while potentially reducing the estate tax
burden. Furthermore, given their concerns about healthcare costs in
retirement, exploring insurance solutions or health savings accounts (HSAs)
to address these costs can also play a part in their broader financial and
estate planning strategy, ensuring a comprehensive approach to asset
transition and tax reduction.

Freelancer and Contractor Tax Planning Form

Section Summary

Jeff is initiating a consulting business as a sole proprietor. He has
concerns regarding the best business entity type for tax purposes and
overall financial planning related to his new venture.

Goals

Optimize Jeff's tax situation relating to his freelance consulting
business.
Ensure proper financial management and planning for the new
consulting venture.

Action Plans:

Advise on the potential benefits and drawbacks of different business
entity types and select the one that best suits Jeff's business needs and
tax situation.
More Details

Considering Jeff's current situation, where he is planning to start his own
consulting business as a recently laid-off sales consultant, selecting the right
business entity is crucial. At age 62, with significant personal and retirement
assets, including $200,000 in cash savings and $1,300,000 in retirement
assets, Jeff’s choice of entity will impact his tax liabilities, asset protection,
and operational flexibility. Given his large buffer in liquid savings and
retirement accounts, a Sole Proprietorship may initially seem appealing due
to its simplicity and low overhead. However, this entity offers no personal
liability protection, which could be risky given his accumulated wealth. An
LLC would provide liability protection while maintaining pass-through
taxation, advantageous for Jeff considering his high-value personal and
retirement assets. This entity type would safeguard Jeff's assets from
business liabilities while benefiting from the Qualified Business Income
deduction, enhancing his tax efficiency. Considering Jeff's financial profile
and goals, an LLC strikes a balance between liability protection, tax

• 

• 

• 

• 



efficiency, and operational simplicity, making it a strong contender for his
consulting venture.

Set up a dedicated business account for managing business finances
separately, helping track expenses and income for tax purposes.
More Details

Setting up a dedicated business account is a crucial step for Jeff as he
embarks on his new consulting business. This structured approach to
financial management will not only simplify accounting and tax reporting
but also enhance the legitimacy of his business operations. With Jeff’s
complex financial profile, including significant cash savings of $200,000 and
no existing business-related debts or investments, accurately tracking
business expenses and income becomes even more essential. A dedicated
business account would allow him to effectively segregate personal and
business finances, facilitating more straightforward monitoring of cash flow
and business health. Additionally, it would ease the process of claiming tax
deductions related to business expenses, thereby potentially lowering his
overall tax liability. Given his background and the nature of consulting work,
which can involve variable income and expenses, this step is fundamental in
establishing a solid financial foundation for his business.

Investigate relevant tax deductions and credits available for new
businesses and self-employed individuals to minimize tax liabilities.
More Details

For Jeff's newly established consulting business, understanding and
leveraging relevant tax deductions and credits is essential to optimizing his
tax situation and minimizing liabilities. This is particularly crucial given his
transition from a traditional employment setup with a before-tax annual
income of $270,000 to self-employment where income predictability may
vary. Among the available tax strategies, Jeff should consider home office
deductions if he chooses to operate his business from home, given its
potential to reduce taxable income significantly. Additionally, exploring
deductions for business expenses such as internet, phone usage, and office
supplies, that are directly related to his consulting work, can lower his
taxable income. As a self-employed individual, Jeff can also deduct health
insurance premiums, offering a valuable tax-saving opportunity given his
concerns about healthcare costs in retirement. Qualifying for the Qualified
Business Income (QBI) deduction could reduce his taxable income by up to
20%, representing a significant tax advantage. Effectively navigating these
deductions and identifying potential tax credits related to new businesses or
self-employment will be crucial in enhancing Jeff’s financial efficiency and
tax positioning.
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General Tax and Financial Planning

Section Summary

Jeff, now self-employed, faces significant changes in his tax situation
through the startup of his consulting business and planned major
purchases.
They are interested in exploring new deductions and optimizing their
tax situation regarding business expenses and retirement account
withdrawals.

Goals

Navigate the complexities of tax planning for self-employment and
business ownership to minimize tax liabilities.
Strategically plan major expenditures within the context of their overall
tax situation.

Action Plans:

Review potential tax deductions and credits related to self-employment
and business expenses, ensuring Jeff takes full advantage of these
opportunities.
More Details

Jeff should explore various tax deductions and credits available for self-
employed individuals and business owners to optimize his tax situation.
Given his newly initiated consulting business, Jeff can deduct ordinary and
necessary business expenses. This includes home office expenses if a portion
of his home is dedicated exclusively to his business, internet and phone bills,
supplies, and professional development costs. Additionally, the self-
employment tax, which covers Social Security and Medicare taxes for self-
employed individuals, offers a deduction for 50% of this tax from his income,
potentially lowering his taxable income. Another critical avenue Jeff should
consider is setting up a retirement savings account that caters to self-
employed individuals, like a SEP IRA or a Solo 401(k), which allows for
significant contributions that are tax-deductible, lowering his taxable income
while ensuring his financial stability in retirement. Efficient utilization of
these deductions and credits requires meticulous record-keeping and
possibly advance tax planning to ensure maximal benefit.

Develop a tax-efficient strategy for withdrawing from retirement
accounts, taking into account the couple's income needs and tax
implications.
More Details

For a tax-efficient withdrawal strategy from retirement accounts, Jeff and
Susan need to consider the timing and types of accounts they withdraw from
to minimize tax implications and ensure their savings last throughout
retirement. Given their retirement goals and current assets, a multi-tiered
approach may serve them well. Starting with withdrawals from taxable

• 

• 

• 

• 

• 

• 



accounts can be advantageous as these funds are subject to capital gains
tax, which is generally lower than income tax. As they progress in
retirement, tapping into tax-deferred accounts like 401(k)s and IRAs should
follow, ideally when they are possibly in a lower tax bracket. This approach
delays the withdrawals from tax-exempt accounts, such as Roth IRAs,
allowing those funds more time to grow tax-free. Additionally, considering
Jeff's plan to start social security benefits at age 62, they should calculate
how this income affects their tax bracket and adjust their withdrawal
strategy accordingly to avoid unnecessary tax burdens. Regularly reviewing
and adjusting their strategy in light of changing tax laws and personal
circumstances will be crucial.

Assist with planning for the purchase of a new vehicle through the
business, exploring the tax advantages of such a purchase.
More Details

Assisting Jeff with planning for the purchase of a new vehicle through his
business involves understanding the tax advantages that can be leveraged.
Given that Jeff is starting a new consulting business, purchasing the vehicle
under the business enables him to deduct certain expenses related to the
vehicle's use for business purposes. This includes fuel, maintenance,
insurance, and depreciation. The deduction amount can be maximized by
maintaining detailed logs of the vehicle's use for business and personal
purposes to accurately separate deductible business expenses. Additionally,
he should explore Section 179 deduction, which allows for an immediate
expense deduction of the vehicle's cost if it is used more than 50% for
business purposes, subject to specific limits and qualifications. This strategy
not only reduces the taxable income for the business but potentially
accelerates tax benefits compared to standard depreciation methods.
However, Jeff must ensure that the vehicle's business use is documented
thoroughly to substantiate the deductions in case of an IRS audit.

Insurance Planning Form

Section Summary

Jeff and Susan are currently insured with life and long-term care
insurance policies but are reconsidering their needs as their children
are now financially independent.
They are particularly concerned about healthcare costs in retirement.

Goals

Reevaluate current insurance coverage to ensure it meets their
evolving needs, especially considering their concerns about retirement
healthcare costs.
Make informed decisions regarding the renewal or adjustment of their
existing insurance policies based on their current life stage and
financial objectives.
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Action Plans:

Conduct a comprehensive review of existing insurance policies,
comparing current needs with coverage levels, especially in light of
their concern over healthcare costs in retirement.
More Details

Given Jeff and Susan Matthews' current circumstances, a comprehensive
review of their existing insurance policies is crucial, particularly with their
concerns about healthcare costs in retirement. They currently hold 20-year
term life insurance policies with a death benefit of $500,000 each and long-
term care insurance for which they pay $300 monthly per policy. In light of
Jeff’s recent layoff and their interest in starting a new consulting business,
it's essential to reassess their insurance needs to ensure they align with
their changing financial landscape and retirement objectives. The first step
in this process is to evaluate the necessity of maintaining their current term
life insurance policies, given that their children are now financially
independent. This assessment should consider the potential financial impact
of Jeff's early retirement on their insurance needs. Furthermore, their
concern over healthcare costs in retirement warrants a detailed analysis of
their long-term care insurance coverage to ensure it provides adequate
protection. Enhancing this coverage may be advisable to safeguard against
the significant financial strain that healthcare costs can impose during
retirement.

Explore options for adjusting life insurance coverage, potentially
reducing or reallocating this insurance budget towards more pertinent
needs like enhanced healthcare coverage.
More Details

With the Matthews' life circumstances evolving, exploring options for
adjusting their life insurance coverage can be paramount in ensuring their
financial security. Currently enrolled in 20-year term life insurance policies,
with a keen concern over healthcare costs in retirement, the couple could
benefit from reallocating funds towards more robust healthcare coverage or
other investments more aligned with their current life stage and future
needs. Given that their children have reached financial independence, the
initial purpose of these life insurance policies, primarily as a financial safety
net for dependents, could be reconsidered. This juncture provides an
opportunity to evaluate whether part of the budget for life insurance
premiums could be better allocated towards enhancing their healthcare
coverage or investing in options that could offer financial returns or savings,
particularly considering Jeff's recent unemployment and their plans for his
consulting business. Such strategic reallocation could significantly affect
their preparedness for potential healthcare expenses in retirement, ensuring
they remain aligned with their evolving financial and personal
circumstances.

Investigate additional or alternative long-term care insurance options
to ensure adequate coverage for potential healthcare needs in
retirement.
More Details
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The Matthews have sensibly included long-term care insurance in their
financial planning, but with Jeff's layoff and their concerns about the
adequacy of healthcare coverage in retirement, it's time to investigate
additional or alternative long-term care insurance options. The shock of
healthcare costs in retirement can severely impact one's financial stability,
and with Jeff planning to retire at 65 and Susan at 60, ensuring they have
comprehensive coverage is imperative. Given their current policies cost
them $300 monthly each, reviewing these policies' terms, coverage, and
benefits against the backdrop of their healthcare expectations and
retirement plans is crucial. Investigating the market for long-term care
insurance options that might offer better coverage, more flexibility, or
possibly even lower premiums could provide them with peace of mind and
financial benefits. Additionally, exploring whether Jeff's decision to start his
Social Security benefits at 62 could impact their insurance strategy should
also be a part of this comprehensive review. As healthcare needs and costs
can dramatically change over time, regularly reviewing and adjusting long-
term care insurance is a vital step in securing a stable and comfortable
retirement.
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