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each pay period is a good start. And contributing to a
retirement plan or IRA can reduce your tax bill, where
it might only cost you 75 cents to save a dollar.

Consume or save?
If you’re like 57% of American workers, you could be
in deep trouble. If you’re among that 57%, you have
less than $25,000 in total household savings and
investments, excluding your house. This is according
to a new report by the Employee Benefit Research
Institute.

So if you’re part of the 57%, get started now. Your
future depends on it.

If you’re part of the 57%, you are asking for it.
With a puny cushion like that, it wouldn’t take much
of a personal crisis to rend asunder all your hopes and
dreams. Job loss, medical problems, divorce – any
could result in destruction of your financial plan.
You have a choice of what to do with your money:
Consume or save. If you’re not focusing as much on
the saving as on the consuming, you should rethink
your priorities. It doesn’t take much to establish an
emergency or retirement fund. Putting away a little
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Get Your Estate Plan in Gear
Estate planning laws have undergone swift changes
over the past several years and may change again in the
years ahead. If you're creating or updating an estate
plan, it's essential that you seek the advice of an
attorney who's well versed in this area. Before you hire
an estate-planning attorney to draft or update your
estate plan, it's important to understand your role in
the estate-planning process.
Find a qualified attorney: Because your estate plan will
likely need to be updated as the years go by and your
personal circumstances change, it makes sense to find
an attorney who practices in the community where you
live. This can help you meet with him/her on an
ongoing basis.
Take stock of your assets: Before you meet with your
attorney, spend some time enumerating your assets
and their value: your investment accounts, life
insurance, personal assets such as your home, and your
share of any businesses that you own. Also gather
current information about any debts outstanding. Your
estate-planning attorney is likely to provide you with a
worksheet to document your assets and liabilities, but
it's helpful to collect this information in advance.
Identify key individuals: Another important aspect of
estate planning is identifying the individuals you trust
to ensure that your wishes are carried out once you're
gone.
Executor: A person who gathers all of your assets and
makes sure that they are distributed as spelled out in
your will.
Durable (Financial) Power of Attorney: A person you
entrust with making financial decisions on your behalf
if you should become disabled and unable to manage
your own financial affairs.
Power of Attorney for Health Care: A person you
entrust with making health-care decisions on your
behalf if you are disabled and unable to make them on
your own.
Guardian: A person who would look after your
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children if you and your spouse were to die when your
children are minors.
Know the key documents you need: When you meet
with your estate-planning attorney, he or she will
make recommendations about your estate plan. At a
minimum, you should ask your attorney to draft the
following documents.
Last Will and Testament: A legal document that tells
everyone, including your heirs, how you would like
your assets distributed after you're gone.
Living Will: A document that tells your loved ones
and your health-care providers how you would like to
be cared for if you should become terminally ill;
usually includes details about your views toward lifesupport equipment.
Durable (Financial) Power of Attorney: A document
that gives an individual the power to make financial
decisions and execute financial transactions on your
behalf if you are unable to do so.
Medical Power of Attorney: A document that gives an
individual the power to make health-care decisions on
your behalf if you are unable to do so.
Manage your documents: Once your estate-planning
documents are drafted, destroy any older versions of
them. Notify your executor of the whereabouts of your
estate-planning documents, and provide copies of the
relevant documents to your executor, powers of
attorney, and the guardian for your children.
Plan to keep your plan current: Last but not least, plan
to keep your estate plan current. One of the biggest
estate-planning pitfalls is drafting an estate plan but
not keeping it up to date. Changes may include
change in marital status, assets, financial status, death
or ill health of your beneficiaries, executor, power of
attorneys, or guardian.
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Monthly Market Commentary
February and early March saw markets continue to
reach new recovery highs as investor confidence stayed
strong. This occurred despite concerns with the payroll
tax increase, the sequester, and the Federal Reserve
Open Market Committee meeting minutes (the
minutes hinted that the Fed might indeed stop easing
by the end of 2013.) While consumer woes did hit low
-end retailers and restaurateurs hard, home and auto
sales continued to move ahead despite less-thanoptimal weather. The manufacturing sector took a
surprise turn for the better with some of the best data
in a couple of years, and housing continued to
improve. Although housing contribution currently
represents only about 2% of GDP, the historical longterm average has been closer to 5%, which means
there’s still a lot of room for improvement.
GDP: The second estimate of real GDP in the fourth
quarter of 2012 was revised upwards to 0.1% from
negative 0.1%. For reference, real GDP increased by
3.1% in the third quarter. Although this is not a big
numerical difference, fourth quarter GDP has gone
from showing contraction to growth. The revision
mainly resulted from higher exports and more business
spending.
Employment: February’s private sector job growth
exceeded expectations, with 246,000 jobs added. The
improvements were unusually broad-based, with
almost no declining categories across industry sectors.
Unfortunately, government employment continued to
decline, with an additional loss of 10,000 jobs. To
date, the U.S. has lost more than 600,000 government
jobs since the recovery began. Morningstar economists
believe that in an average economic recovery, the
government sector would have been expected to
contribute more than 600,000 jobs. Had the U.S. not
lost so many government jobs, it would have replaced
more than 80% of the jobs lost during the recession
instead of just 65%. The unemployment rate in
February fell to 7.7% from 7.9% the month before.
Housing: December’s home prices, January’s pending
home sales, and January’s new home sales all
continued to show improvements. Year-over-year
home prices from December 2011 to December 2012
(three-month average) were up 6.9%. Home prices
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most recently bottomed in March 2012, and anyone
who purchased a home before mid-2003 or after late
2008 is at least at break-even levels before
commissions and expenses. In addition to home price
increases over the past year, the National Association
of Realtors has continued to raise its price forecast
from 5.75% to 7% for 2013, citing a lack of supply to
meet the increasing demand.
Manufacturing: Although manufacturing is not a key
economic driver at this point of the recovery, the
recent string of good news can no longer be ignored.
Durable goods orders (excluding aircrafts) showed
surprising strength, which Morningstar economists
believe may be driven by the resolution of the fiscal
cliff and the better than expected consumer data late
last year. These factors contributed to corporations'
increased spending. Other manufacturers also reported
business improvement, with the purchasing managers’
survey showing its highest reading since mid-2011.
Auto: Auto sales in February came in at 15.36 million
units, representing the fourth month in a row with
more than 15 million units sold. Considering that this
was achieved despite the government’s tax and
spending tightening, auto sales have shown a strong
positive trend and have been the bedrock of the U.S.
recovery.
Gas: Gasoline prices soared in February by almost
$0.50 a gallon, caused by a combination of potential
tightening from the Fed, a weaker European economy,
and weather related issues (too much snow to drive.)
Considering that gasoline makes up 5% of consumer
purchases, large swings in prices are a big deal,
especially if food prices are moving up at the same
time.
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Focus on Small Business - Tail Gate
for Dogs
Focus on Small Business

By Jeff Davis

Let us know if you have an idea
for Mentor's Focus on Small
Business. We love to share
success stories.

Our family has always been a dog family. From the
time I was little, we owned dogs, and when my
siblings and I left home, we got our own. But owning
a dog is a big responsibility. They’re like a child who
never grows up. When you go on vacation, if you can’t
take your pet with you, you have to arrange for his or
her care.
It had always bothered me that the only vacation
options seemed to be: 1.) Ask a friend or family
member to take the dog while I’m away; or 2.) Pay a
kennel to lock the dog in a cage until I return. The
second option was unacceptable. If you’ve ever placed
a dog in a typical kennel, you know how stressful it is
on the pet. How would you like to be locked in a cage
24 hours a day?
In the fall of 2010 I discovered a huge new pet-care
trend: Doggie daycare. This is an arrangement where
the dogs allowed to socialize, exercise and play with
other dogs. Dogs can stay for the day or overnight. I
visited a number of facilities and was struck by how
happy the dogs were and how well they got along. The
daycare centers were clean, brightly lit and staffed by
caring individuals who supervised the dogs’ play. Some
had swimming pools, and all had plenty of toys. Dogs
were grouped by size and energy level, playing and just
being dogs.
In the spring of 2011 some partners and I bought an
industrial building in Elmhurst and converted it for
doggie daycare. We wanted our dogs to play outside as
much as possible, so industrial zoning was the key. We
put in fencing, epoxy flooring, a grooming area and an
indoor pool. We opened in July 2011, and we’ve been
having fun since. Making sure our canine charges are
safe and well cared-for has been the No. 1 priority at
Tail Gate. We spend a lot of time assessing
temperament to place dogs with the most appropriate
group.
Our motto, posted on our web site at
www.tailgatefordogs.com, sums up our philosophy:
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Tail Gate was founded with the belief that dogs are
not just animals but special creatures who deserve the
kindness, love and gentle treatment we as humans owe
each other. We are amazed at their intelligence, awed
by their loyalty and intrigued by their special
personalities. The founders of Tail Gate, all Elmhurst
residents, have created a facility that provides canine
companions with a fun, happy and enjoyable
experience, acknowledging their special place in our
lives.
Like all small businesses, Tail Gate has had
challenges. Issues like financing, employee staffing and
scheduling, budgeting and dealing with city zoning
requirements have been dealt with. But business is
booming, and customers appreciate the fact that when
Dusty or Lucy or Nina or Yoda comes home, whether
from daycare or a longer stay, she is tired and happy.
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Don’t Pay Tax Twice
Reinvestment can be a crucial component of the
wealth accumulation process, as the reinvested amount
compounds and grows over time. Yet if you are
reinvesting dividends and capital gains
(“distributions”) in funds you hold in your taxable
account, it can be important to ensure that you're not
paying more tax than necessary. You pay tax on those
distributions in the year in which you receive them.
But if you don’t keep good records, you could end up
paying tax on those distributions again when you sell.
For example, say you bought 1,000 shares of a fund for
your taxable account at the end of 2011; you paid $18
per share for a total of $18,000. In 2012, with the
share price still at $18, the fund made a dividend
distribution of $0.50 per share, or $500 for your 1,000
shares. You'd owe tax on the $500 on your 2012 taxes,
whether you reinvested the money or took the cash in
hand. (The taxes would be deferred if you held the
fund in a tax-sheltered account). If you reinvested the
money in the fund, you’d now own 1,027.78 shares:
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your original 1,000 plus the nearly 28 additional shares
that you were able to buy (at $18) with the $500
dividend distribution. If you sell now, with the fund's
net asset value at $20, you’d think you’d owe taxes on
your $2,555.56 profit ($20,555.56 minus $18,000),
right? Wrong. You would only owe taxes on $2,055.56
($20,555.56 minus $18,000 minus $500). Otherwise,
the $500 dividends would be taxed twice.
Investments are subject to risk of principal and risk of
loss. Dividends are not guaranteed. Retirement
accounts are tax-deferred vehicles designed for
retirement savings. Any withdrawals of earnings will
be subject to ordinary income tax and, if taken prior to
age 59½, may be subject to a 10% federal tax penalty.
This should not be considered tax or financial
planning advice. Please consult a tax and/or financial
professional for advice specific to your individual
circumstances.
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