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Planning for Remarriage

What is it?

If you're planning to remarry, you must decide how
you and your fiance will combine your finances, and
you'll need to plan a financial strategy that considers
the assets, liabilities, and financial responsibilities
that each partner brings to the marriage. You'll find
that financial planning for marriage is more compli-
cated than it was the first time you got married, be-
cause your life isn't as simple now. You may have
acquired more assets. You may have children now.
You may want to plan more carefully this time, now
that you're familiar with the financial consequences
of divorce or the death of a spouse. You're older,
perhaps substantially older, and you and your
spouse may be concerned with retirement and/or
estate planning.

Tip: Many of the issues you face will be no different
than the issues individuals marrying for the first time
must deal with. These issues include budgeting,
savings and investments, insurance issues, integrat-
ing employee and retirement benefits, and property
ownership issues.

What obligations from your past can
haunt your future marriage?

Debts and bad credit

It's not uncommon to have extensive debt and a less
-than-spotless credit history, particularly if you've
been through a divorce. However, debt and/or credit
problems that either of you have can affect whether
or not you can obtain credit as a couple once you're
married and can lead to arguments that can strain
your marriage. Before remarrying, make sure that
you and your fiance understand what debts each of
you owe and determine whether one or both of you
have marks on your credit history. Consider ordering
copies of both your credit reports from a major credit
reporting bureau, then sit down and honestly discuss
your current financial position. Even if you're embar-
rassed about how much you owe or how poor your
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credit history is, don't hide that information from your
partner. Although he or she may be surprised to find
out that you've had past financial problems, it's bet-
ter to disclose this.

There are positive steps you can take to improve
your financial position as a couple. For example, you
can go through credit counseling together, keep your
credit and/or finances separate, and take measures
to protect the assets of one or both partners against
the claims of an ex-spouse or creditor.

Children from a former marriage or
relationship

Children, while a blessing, can strain a marriage
financially, particularly when the children are from
one or more former marriages or relationships. You
or your fiancé may have an obligation to pay child
support or may have joint or sole custody of one or
more children. You may be concerned that an ex-
spouse will demand even more child support in the
future, or you may wonder who will be obligated to
pay for the children's expenses or for their future
college education. Adult children present special
problems. In particular, you'll want to carefully plan
your estate to avoid the conflicts that can erupt if
your adult children resent your current spouse or
fear that he or she will inherit or mismanage your
estate.

Claims an ex-spouse has on your
present or future finances

One or both of you may have an ex-spouse who
may be entitled to a portion of your current or future
earnings or benefits. For example, you or your fi-
ance may have to make alimony payments that may
seriously affect your finances as a couple, particu-
larly if the ex-spouse goes back to court seeking
more money. In addition, an ex-spouse may be the
beneficiary of a life insurance policy or may be enti-
tled to a survivor's benefit from your spouse's pen-
sion plan. When you remarry, you should review
your will, your insurance policies, and your pension
plan. You may want to change your beneficiary des-
ignations, although this may not always be possible.
For example, if you're divorced and your ex-spouse
has been awarded a court-ordered survivor's annu-
ity, you may not be able to name your new spouse
as beneficiary.

See disclaimer on final page
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What you can do to ensure that your
future financial relationship stays
healthy

Before getting married, have an honest talk
about your finances

Before getting married, you and your partner need to
discuss how you handle money, because money is a
leading source of conflict in a marriage. Differences
in how you and your partner handle and think about
money can lead to hurt feelings, insecurity, and ar-
guments. One person may be a saver, the other a
spender. Also, you may have different financial

goals
than your
partner.
Money
issues
can be
especially
trouble-
some
when you
remarry,
because you or your fiance may feel financially vul-
nerable if a previous marriage ended in divorce,
particularly if it ended, in part, because of financial
troubles.

You and your fiance must work out the terms of your
financial relationship, setting up a mutually
agreeable plan. Now is the time to decide if you
want to keep separate bank accounts and to
determine whether you want to pay expenses
together or separately. Consider disclosing all your
obligations and income to your partner to avoid any
conflicts in the future and so that you can make sure
that any budget you set up is realistic.

Consider using prenuptial and postnuptial
agreements

Prenuptial and postnuptial agreements are contracts
used by couples of all ages to define their rights,
duties, and obligations during marriage and to deter-
mine what happens in the event the couple sepa-
rates or divorces or one partner dies. If the contract
is written prior to the marriage, it's called a prenup-
tial, premarital, or antemarital agreement. If it's writ-
ten during the marriage, then it's called a postmarital
agreement. Couples who are remarrying should
consider using marital agreements if they have sub-
stantial assets or children to protect and/or want to
avoid some of the financial trauma that could occur if
their marriage ends. They can spell out what assets
and liabilities each partner is bringing into the mar-
riage and determine how the assets brought into the
marriage, and those acquired during the marriage,
will be divided. They may also have an impact on
your estate planning.
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Consider keeping credit separate

One way to help you and your future spouse main-
tain a good financial relationship is to continue keep-
ing your credit separate even after you marry. In-
stead of applying for joint credit cards, each partner
can keep his or her own credit cards. This can pro-
tect you in several ways. If one of you has good
credit but the other doesn't, it can help the partner
with good credit keep it. If you experience financial
difficulties as a couple, keeping your credit separate
will ensure that if one spouse's credit suffers, the
other spouse's credit rating will remain unaffected.
Keeping credit separate will also make it likely that if
this marriage ends in divorce, only the individual
who incurred the obligation will have to pay it. In
short, you won't end up paying your ex-spouse's
debts. If you or your partner have been burned fi-
nancially in a relationship before, keeping separate
credit might make you feel more in control and may
prevent arguments that can hurt your current
marriage.

The downside to keeping separate credit is that it
can be complicated. If one spouse is working while
another isn't, the nonworking spouse may have trou-
ble qualifying for his or her own credit. Trust issues
and arguments over credit may also arise should
one spouse have more credit or more accounts than
another. In addition, you and your spouse may be
able to qualify for a credit card or a loan much more
easily if you apply together rather than separately,
so keeping your credit completely separate may not
be feasible. Furthermore, if you and your spouse run
up a lot of expenses on both your separate credit
cards, you may have to face the option of paying off
only one spouse's card, while sacrificing the good
credit of the other; this scenario could generate
some tension or conflict.

One way to help you and your
future spouse maintain a good
financial relationship is to
continue keeping your credit
separate even after you marry.

See disclaimer on final page
December 22, 2011
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Pay close attention to the way your assets
are titled

There are several ways ownership of assets can be
designated. Couples who are remarrying should pay
close attention to the way assets acquired after they
marry are titled, because how their assets are
owned may affect their current finances as well as
determine who will receive the assets after they die.

For example, if you and your partner buy a car and
sign the loan paperwork together, you own the car
jointly (as joint tenants). Owning your car this way
can be advantageous because it means that neither
of you can sell the car without the other's permis-
sion, and if one of you e
dies, ownership of the "
car will pass immediately f ;
to the other. (Note: Either 7
of you can sell your inter-
est in the car, even if you
can't individually sell the
car outright.) However,
joint ownership can also
have certain disadvan-
tages. For example, if
your partner owes back
child support, his or her
ex-spouse may be able
to claim that the car
should be sold and the
money used to pay back child support, and the court
may order this. Or, if your spouse owes money to a
creditor, the creditor may be able to place a lien on
the property or force you to sell it to pay off the debt.
The fact that you aren't responsible for the debt
won't affect the creditors right to your spouse's share
of the property.

In addition, individuals remarrying should carefully
consider how holding assets can affect their estate
planning goals. For example, if you have children
from a previous marriage and you want to make
sure they receive your assets when you die, con-
sider setting up a trust for the benefit of the children.
To make sure that your spouse has access to funds
immediately after you die, you may want to set up a
joint savings account.

Special concerns of older
individuals

Protecting retirement and pension benefits

Older individuals sometimes hesitate to remarry
because they fear losing their Social Security or
pension benefits. However, except under certain
circumstances, this is usually not the case. For
example, if you're receiving a survivor's benefit or
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annuity based on your deceased spouse's pension,
you generally won't lose it if you remarry. One ex-
ception can occur if your spouse worked for the gov-
ernment or the military. If you are receiving survivors
benefits based on your deceased spouse's service
with the federal government or the military, you do
face the likelihood of losing your benefits in that
situation if you remarry before age 55.

Rules governing Social Security survivor's benefits
are a little different. If you're over age 60 and are
receiving survivor's benefits based on your de-
ceased spouse's Social Security record, you won't
lose those benefits if you remarry. However, if you're
under age 60 and are receiving benefits because
you're caring for a dependent child, you'll lose your
survivor's benefit if you remarry.

Protecting your health benefits

If you're widowed and are receiving medical benefits
under your deceased spouse's retirement health-
care plan, you may lose those benefits if you re-
marry. However, you'll have to check the terms of
your policy and talk to the plan administrator. Losing
your health benefits when you remarry may be a big
concern if you have a pre-existing condition and
can't buy medical coverage from an employer or if
you're not old enough to qualify for Medicare.

Protecting your assets

You may worry that if you remarry, you won't be able
to leave the bulk of your estate to your children as
you had planned. Or, you may want to protect the
assets of your partner in the event that you have to
enter a nursing home, because after you marry, your
spouse's assets (as well as yours) may have to be
depleted before Medicaid will pay the cost of your
care. Fortunately, there are many strategies you can
use to ensure that your estate is transferred accord-
ing to your wishes and to protect your spouse's as-
sets (and your own) against the high cost of long-
term care.

Older individuals sometimes hesitate
to remarry because they fear losing
their Social Security or pension
benefits. However, except under
certain circumstances, this is usually
not the case.

See disclaimer on final page
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Remarriage and Prenuptial Agreements

Even if you have never thought about signing a pre-
nuptial agreement, it's wise to consider it now. That's
because one or both spouses in a remarriage may
have significant assets, business interests, or chil-
dren to consider. Here are the issues that prenuptial
agreements typically address:

~

Assets and liabilities I

e What assets are you each bringing into the
marriage, and what is their value?

e  Which assets become marital property, and
which ones will continue to be owned
individually?
A prenuptial agreement
e Wil gifts and inheritances be shared or

separate? e Details the assets and liabilities
that each partner brings into the
e What liabilities do each of you have? marriage

e Spells out a couple's agreement
on the division of assets in the

If you divorce event of divorce

e How will you divide assets?

e Will either spouse receive a lump-sum
settlement or alimony?

Writing a prenuptial agreement is

Estate planning not a do-it-yourself project

e What will go to your children from e You and your future spouse
previous marriages? should hire separate attorneys

e What will go to children you have together? e The best prenuptial agreement is

one that protects the interests of
both spouses without causing

. . . mistrust

Special considerations
e  Will special contributions (e.g., limiting a

career for the benefit of children or the

other spouse) be considered?
e What if one spouse brings more liabilities

to the marriage than the other?
e  Will there be a time limit or condition

(e.g., 10 years of marriage, the birth of

a child) that will end the prenuptial

agreement?

. See disclaimer on final page
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Remarriage: Sharing Assets and Debts

deny . .

When it comes to sharing assets and debts in remarriage, how "to have and to hold" can take some thought.

Type of Asset or Debt Factors to Consider

Debts incurred before e Keeping these debts separate protects the non-debtor spouse's
remarriage separate property from creditors

Debts incurred during the e Sharing debt only for jointly acquired property protects both
marriage spouses' separate property from creditors of the other spouse

e Debt for property owned separately should be the liability of the
owner spouse only

Property owned separately e  Separate assets may be used to provide for children of a previous
before remarriage relationship

e  Separate assets may be used to take advantage of both spouses'
estate tax applicable exclusion amounts

e  Separate ownership protects each spouse from losing his or her
assets to the other spouse's creditors

Home e  Owning your home jointly as tenants by the entirety can help protect
it from many potential creditors

e Seek advice before placing a debtor spouse's name on the title to
the home--there are numerous considerations

e Consider a Homestead Declaration for additional protection

Checking account e Having one joint checking account to pay household expenses is
convenient

e Each spouse can contribute equally or in proportion to earnings

Investments e Even if you keep your investments separate, make investment
decisions together

e Consider the effect on your combined portfolios when making
investment decisions; keep your overall portfolio diversified

Insurance policies e Prevent duplicate coverage and make sure that you have adequate
coverage for your combined needs

e Check whether it's less expensive to carry separate policies or
combine both spouses under one policy

e Check that the correct beneficiary has been named to life insurance
policies

= CANNON See disclaimer on final page
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Providing for Children from a Previou

s Marriage
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Options

Considerations

Use life insurance

Your assets provide for your spouse while insurance proceeds give children

an inheritance. Can be done by:

e  Making children beneficiaries of policies you own

e Making money gifts to adult children to pay premiums on policies on your

life purchased by your children

Use an irrevocable life
insurance trust (ILIT)

Establish an irrevocable trust to buy life insurance for your children's benefit
as an alternative to you or your children owning policies on your life.

This option is especially appropriate if the children are minors or estate taxes

are a concern.

Name children as
beneficiaries of your
retirement plan

May need spouse's written consent to name anyone other than spouse as

beneficiary of certain retirement plans.

Distribution rules for nonspousal beneficiaries are complicated, and tax

consequences can be disadvantageous.

Make your children joint
owners of your property

Gives children unlimited access to assets--they might have the right to sell
assets and use the proceeds for their own benefit.

Assets become subject to claims of child's creditors if child runs into financial

difficulty or gets a divorce.

The value of the property given to your children in a given year is subject to
federal gift tax if the value per child exceeds the annual gift tax exclusion

amount (currently $13,000).

Children will not receive a stepped-up basis for gifted property as they
generally would for property you leave them at your death.

Leave your surviving
spouse alump sum

Leave your spouse a lump sum and give the remainder of assets to your

children.

Alternatively, leave children a lump sum and give remainder to your spouse.

These methods may be suitable if you have a small estate and few assets.

Give your spouse the
use of assets for life,
with the remainder going
to your children at your
spouse's death

Can be accomplished through the use of a life estate and/or a qualified

terminable interest property (QTIP) trust.

May promote conflict between surviving spouse and your children. Children's
inheritance depends upon your spouse's spending and the way the assets

are invested.

=
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Planning for Marriage to Someone with Children

If your future spouse is paying child support

e Payments usually continue for a specified period
e Payments could increase in the future

e Your future spouse's ex-spouse can request that the court increase
support payments as a result of your contribution to the household
income

If your future spouse is receiving child support

e Payments usually continue for a specified period
e There's no guarantee the amount of the payments will remain the same

e An ex-spouse can petition the court to reduce payments under certain
circumstances (e.g., upon job loss)

If your future spouse is receiving alimony
from a prior marriage

Marrying someone
with children means
e Alimony payments may be reduced or stopped upon remarriage dealing with the
financial issues that
all couples face when
getting married, plus
some that are
uniquely related to
rearing someone

e  Consult the divorce decree for the terms

Planning your estate

e Consider how you'll dispose of your assets to provide for a surviving
spouse, children, and stepchildren upon your death

e Child custody can be difficult to obtain when you're not biologically else's children. Here
related to the child are some points to
consider.

e Discuss these issues with your attorney

If you divorce

e You're unlikely to be required to make child support payments for a
stepchild

e You can be required to make child support payments if you've
adopted the child

Consider a prenuptial agreement to

e  Spell out each spouse's rights, duties, and obligations during marriage
e  Specify what happens if you separate or divorce, or if one of you dies

e Protect the legal rights of both spouses and of any children involved

@ CANNON See disclaimer on final page
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Remarriage with Children: Income Tax Considerations

Alimony payments
e  Usually must be included in the gross income of the recipient
e Can be deducted by the payer (if all requirements are met)

e The divorce agreement may designate alimony as nontaxable and
nondeductible

Child support payments

e  Ordinarily considered nontaxable income of the recipient

e Are not deductible by the payer

Dependency exemptions

e Ordinarily, the custodial parent is entitled to claim the exemption,
regardless of who pays child support

e The noncustodial parent can claim the exemption if (1) the custodial parent
agrees in writing (IRS form 8332 should be completed and attached to the
noncustodial parent's return) or (2) a pre-1985 divorce decree or
separation agreement grants the exemption to the noncustodial parent and

the noncustodial parent provides at least $600 in child support for the year Marrying someone
. . with children from
Medical expenses deduction a prior relationship

can create a variety

e  Custody of the child isn't required of income tax

e Claiming the child as a dependent isn't required (although you must be questions. Here
eligible to claim the child as a dependent) are s_odme points to
consider.

e Medical expenses are only deductible as an itemized deduction on
Schedule A, Form 1040, to the extent they exceed 7.5% of adjusted gross
income (AGI) on the tax return

Child and dependent care credit
e Can only be claimed by the custodial parent
e  Must be for child-care expenses incurred so you can work

e Can claim, if qualified, even if you're not claiming the child as a dependent
because you release the right to claim the child to the noncustodial parent

Child (and additional child) tax credit
e Can claim, if qualified, for a child you claim as a dependent

e  Custody of the child isn't required

Education tax credits

e You must be claiming the child as a dependent

e You must have paid qualified tuition and/or related expenses

! Beginning in 2013, the 7.5% AGI threshold for medical expenses will increase
to 10%, but not for any year from 2013 to 2016 in which you or your spouse are
age 65 or older.
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Duane E. Lee, Il At Cannon Financial Institute, Inc., the program materials and instructor
Cannon Financial Institute, presentations are intended to provide program participants with ideas and guidance
CEFP®. AIFA CWS® in the areas of planning, administration, and management. They are intended to
CTi:A®, CRSP®: stimulate thought and discussion. The materials and the instructor comments do not

constitute, and should not be treated as, legal or other professional advice regarding

Executive Vice President the use of any particular planning technique, audit or compliance measure, policy,

649-4 South Milledge Ave. procedure or other such application of the information provided, or the tax
Athens, GA 30604 consequences associated there with. Although every effort has been made to
706-353-3346 ensure the accuracy of the materials and the comments at the program, Cannon
dlee@cannonfinancial.com Financial Institute, Inc., and each instructor, individually, do not assume
www.cannonfinancial.com responsibility for any participant’s reliance on the written or oral information

disseminated during the program. Each program participant should independently
verify all statements made in the materials and comments made at the program
before applying them to a particular fact situation. Each participant should
independently determine the tax, nontax, legal and fiduciary liability consequences
of using any particular information before recommending that technique to their
institution, its management, its board of directors, a client or implementing it on a
client’s behalf. The materials and the instructor comments should not be utilized as a
substitute for professional service in specific situations. If legal, accounting or other
expert assistance is required, the services of such a professional should be sought.
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