





5 |

suggests Oliver. The couple should avoid tapping
into their retirement accounts for loans in the future
and instead rely on emergency savings. They should
use the $2,000 Financial Fitness Contest winnings
to start that fund.

m Increase 401(k) contributions. Lee and Tayo con-
tribute 3,5% and 6% respectively to their employer-
sponsored retirement plans. They should increase
their contributions to at least 10% each as long as it
does not exceed §16,500 each, per year, Since they're
both behind, at the age of 50 they should make
catch-up contributions, which will let each of them
put $22,000 a year into their retirement accounts.
m Draft two wills and form a trust. Because the
couple hasa minor child, each of them should draw up
awill, the only document by which one can nominate
a legal guardian, says Lori Anne Douglass, partner,
trusts and estates at Moses & Singer LLP, a law firm

in New York. In their will, the Fergusons can setupa
trust into which they put all their assets, and name
5-year-old Sanai as the beneficiary. Since minors
@n'tinherit assets outright, the Fergusons must also
appoint a financial guardian for their daughter. (The
legal and financial guardian can be the same person
or two different people.) The designated beneficiary
on their retirement and other financial accounts can
be the surviving spouse, but an alternative must
be named in the event something happens to both
parents. The couple must appoint alternative execu-
tors and can designate more than one trustee—as
many as three—to provide checks and balances.
Douglass also recommends that each of them execute
financial powers of attorney and medical directives,
or healthcare proxy.

m Obtain life insurance. Both Lee and Tayo
should purchase term life insurance policies.

Tayo's medical condition may require her to pay
higher premiums—if she’s insurable. All the more
reason for Lee to have at least a 20-year term life
insurance policy worth at least $2 million. Even
though the rule of thumb is that adults should
be covered for 10 times their annual salary, Lee
needs essentially income replacement equiva-
lent to 14 years, or until his daughter is 18. The
coverage should factor in additional funds to
cover his daughter’s college education should he
die prematurely, Douglass explains. If Tayo can
purchase coverage for herself, she should secure
a term life policy worth $1 million.

m Sell one vehicle. Since the family rarely uses
their "94 Acura Legend, they should sell it and put
that money in their emergency fund. Since the car
is in good condition, they should expect to get at
least $4,000, according to Kelley Blue Book. ee

vﬁ To apply for the Financial Fitness Contest. 9o to www.blackenterprise.com/financial-fitness-contest.
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