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COVID-19 Left the U.S. Travel Industry Reeling
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The U.S. travel industry's total economic output plummeted 42% in 2020. A full 65% of all jobs lost in the United
States were those supported by the travel industry. Perhaps unsurprisingly, the hardest-hit areas were business
travel, particularly spending related to conferences, conventions, and trade shows, as well as international travel.

Federal, state, and local government coffers were also strained, as travel-related taxes fell by 34%.

Total travel spending in the United States, accounting for both domestic and international travelers, is expected
to rise by 23.6% in 2021.

Source: U.S. Travel Association, 2021
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Tips for Managing an Inheritance
As the beneficiary of an inheritance, you are most
likely to be faced with making many important
decisions during an emotional time. Short of meeting
any required tax or legal deadlines, don't make any
hasty decisions concerning your inheritance.

Identify a Team of Trusted Professionals
Tax laws and requirements can be complicated.
Consult with professionals who are familiar with assets
that transfer at death. These professionals may
include an attorney, an accountant, and a financial
and/or insurance professional.

Be Aware of the Tax Consequences
Generally, you probably will not owe income tax on
assets you inherit. However, your income tax liability
may eventually increase. Any income that is generated
by inherited assets may be subject to income tax, and
if those assets produce a substantial amount of
income, your tax bracket may increase. This is
particularly true if you receive distributions from a
tax-qualified retirement plan such as a 401(k) or an
IRA. You may need to re-evaluate your income tax
withholding or begin paying estimated tax.

You also may need to consider the amount of potential
transfer (estate) taxes that your estate may owe, due
to the increase in the size of your estate after factoring
in your inheritance. You may need to consider ways to
help reduce these potential taxes.

How You Inherit Assets Makes a Difference
Your inheritance may be received through a trust or
you may inherit assets outright. When you inherit
through a trust, you'll receive distributions according to
the terms of the trust. You may not have total control
over your inheritance as you would if you inherited the
assets outright.

Familiarize yourself with the trust document and the
terms under which you are to receive trust
distributions. You will have to communicate with the
trustee of the trust, who is responsible for the
administration of the trust and the distribution of assets
according to the terms of the trust.

Even if you're used to handling your own finances,
receiving a significant inheritance may promote
spending without planning. Although you may want to
quit your job, or buy a car, a house, or luxury items,
this may not be in your best interest. Consider your
future needs, as well, if you want your wealth to last.
It's a good idea to wait at least a few months after
inheriting money to formulate a financial plan. You'll
want to consider your current lifestyle and your future
goals, formulate a financial strategy to meet those
goals, and determine how taxes may reduce your
estate.

Develop a Financial Plan
Once you have determined the value and type of
assets you will inherit, consider how those assets will
fit into your financial plan. For example, in the short
term, you may want to pay off consumer debt such as
high-interest loans or credit cards. Your long-term
planning needs and goals may be more complex. You
may want to fund your child's college education, put
more money into a retirement account, invest, plan to
help reduce taxes, or travel.

Evaluate Your Insurance Needs
Depending on the type of assets you inherit, your
insurance needs may need to be adjusted. For
instance, if you inherit valuable personal property, you
may need to adjust your property and casualty
insurance coverage. Your additional wealth from your
inheritance means you probably have more to lose in
the event of a lawsuit. You may want to purchase an
umbrella liability policy that can help protect you
against actual loss, large judgments, and the cost of
legal representation. You may also need to recalculate
the amount of life insurance you need because of your
inheritance. The cost and availability of life insurance
depend on factors such as age, health, and the type
and amount of insurance purchased.

Evaluate Your Estate Plan
Depending on the value of your inheritance, it may be
appropriate to re-evaluate your estate plan. Estate
planning involves conserving your money and putting it
to work so that it best fulfills your goals. It also means
helping reduce your exposure to potential taxes and
creating a comfortable financial future for your family
and other intended beneficiaries.

Some things you should consider are to whom your
estate will be distributed, whether the beneficiary(ies)
of your estate are capable of managing the inheritance
on their own, and how you can best shield your estate
from estate taxes. If you have minor children, you may
want to protect them from asset mismanagement by
nominating an appropriate guardian or setting up a
trust for them. If you have a will, your inheritance may
make it necessary to make significant changes to that
document, or you may want to make an entirely new
will or trust. There are costs and ongoing expenses
associated with the creation and maintenance of trusts
and wills. Consult with an estate planning attorney for
proper guidance.
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Life Insurance Beneficiary Mistakes to Avoid
Life insurance has long been recognized as a useful
way to provide for your heirs and loved ones when you
die. Naming your policy's beneficiaries should be a
relatively simple task. However, there are several
situations that can easily lead to unintended and
adverse consequences you may want to avoid.

Not Naming a Beneficiary
The most obvious mistake you can make is failing to
name a beneficiary of your life insurance policy. But
simply naming your spouse or child as beneficiary may
not suffice. It is conceivable that you and your spouse
could die together, or that your named beneficiary may
die before you do. If the beneficiaries you designated
are not living at your death, the insurance company
may pay the death proceeds to your estate, which can
lead to other potential problems.

Death Benefit Paid to Your Estate
If your life insurance benefit is paid to your estate,
several undesired issues may arise. First, the
insurance proceeds likely become subject to probate,
which may delay the payment to your heirs. Second,
life insurance that is part of your probate estate is
subject to claims of your probate creditors. Not only
might your heirs have to wait to receive their share of
the insurance, but your creditors may satisfy their
claims out of those proceeds first.

Naming primary, secondary, and final beneficiaries
may avoid having the proceeds ultimately paid to your
estate. If the primary beneficiary dies before you do,
then the secondary or alternate beneficiaries receive
the proceeds. And if the secondary beneficiaries are
unavailable to receive the death benefit, you can name
a final beneficiary, such as a charity, to receive the
insurance proceeds.

Naming a Minor Child as Beneficiary
Unintended consequences may arise if your named
beneficiary is a minor. Insurance companies will rarely
pay life insurance proceeds directly to a minor.
Typically, the court appoints a guardian — a potentially

costly and time-consuming process — to handle the
proceeds until the minor beneficiary reaches the age
of majority according to state law.

If you want the life insurance proceeds to be paid for
the benefit of a minor, consider creating a trust that
names the minor as beneficiary. Then the trust
manages and pays the proceeds from the insurance
according to the terms and conditions you set out in
the trust document. Consult with an estate attorney to
decide on the course that works best for your situation.

Per Capita or Per Stirpes Designations
It's not uncommon to name multiple beneficiaries to
share in the life insurance proceeds. But what
happens if one of the beneficiaries dies before you do?
Do you want the share of the deceased beneficiary to
be added to the shares of the surviving beneficiaries,
or do you want the share to pass to the deceased
beneficiary's children? That's the difference between
per stirpes and per capita.

You don't have to use the legal terms in directing what
is to happen if a beneficiary dies before you do, but it's
important to indicate on the insurance beneficiary
designation form how you want the share to pass if a
beneficiary predeceases you. Per stirpes (by branch)
means the share of a deceased beneficiary passes to
the next generation in line. Per capita (by head)
provides that the share of the deceased beneficiary is
added to the shares of the surviving beneficiaries so
that each receives an equal share.

Disqualifying a Beneficiary from
Government Assistance
A beneficiary you name to receive your life insurance
may be receiving or is eligible to receive government
assistance due to a disability or other special
circumstance. Eligibility for government benefits is
often tied to the financial circumstances of the
recipient. The payment of insurance proceeds may be
a financial windfall that disqualifies your beneficiary
from eligibility for government benefits, or the
proceeds may have to be paid to the government
entity as reimbursement for benefits paid. Again, an
estate attorney can help you address this issue.

Review All Your Beneficiary Designations
In addition to life insurance, you may have other
accounts that name a beneficiary. Be sure to
periodically review the beneficiary designations on
each of these accounts to ensure that they are in line
with your intended wishes.

The cost and availability of life insurance depend on
factors such as age, health, and the type and amount
of insurance purchased.
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Can Creditors Take Your Retirement Savings? It Depends

Prepared by Broadridge Investor Communication Solutions, Inc. Copyright 2021
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Given the immense financial hardship inflicted by the
COVID-19 pandemic, a rise in personal bankruptcies
could be waiting in the wings. For those whose
livelihoods have been hit the hardest, it might be
important to review the creditor protections that apply
to their retirement accounts.

The extent to which assets are protected can vary
significantly, depending on the type of account and
applicable federal or state law. Being aware of the
details can help individuals in financial or legal
jeopardy determine whether and/or when they should
file for bankruptcy to preserve their retirement funds. It
may also help them avoid costly rollover mistakes.

Employer Plans
Most employer-sponsored retirement plans, such as
401(k)s, provide virtually unlimited protection against
both bankruptcy and non-bankruptcy general creditor
claims under the Employee Retirement Income
Security Act of 1974 (ERISA). An example of a general
creditor claim is when a person files a lawsuit and wins
a judgment in court against the account owner. Thanks
to ERISA, creditors cannot attach retirement account
funds to satisfy any debts or obligations, regardless of
whether bankruptcy has been declared.

Solo 401(k) plans, which are often utilized by
self-employed individuals and independent
contractors, are not covered by ERISA. This means
that solo 401(k) plans — along with other non-ERISA

employer plans such as 403(b)s, 457(b) governmental
plans, and SEP and SIMPLE IRAs — do not receive
non-bankruptcy creditor protection under federal law,
though they are fully protected from bankruptcy under
the Bankruptcy Code. (Outside of bankruptcy, general
creditor protection is based on state law.)

IRAs and Rollovers
Traditional and Roth IRA contributions and earnings
are protected from bankruptcy up to $1,362,800 per
person until April 1, 2022. This limit is for all accounts
combined and is adjusted for inflation every three
years. Rollovers from employer plans, including SEP
and SIMPLE plans, do not count against this cap.
However, the U.S. Supreme Court ruled unanimously
that IRA assets inherited by nonspouses are not
protected under the Bankruptcy Code.

General creditor protection for traditional and Roth
IRAs is based on state law, as it is with SEP and
SIMPLE IRAs. So, account owners should carefully
consider their own state's general creditor protections
before rolling fully protected ERISA plan dollars into an
IRA. Those who change jobs should remember they
may have two other options: leave savings in the
former employer's plan or transfer them to a new
employer's plan, if allowed. Unfortunately, retirement
account withdrawals and pension benefits paid as
income are no longer protected from bankruptcy, so
creditors may wait patiently and stake a claim to
retirement funds after they are withdrawn.
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