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oe Rasa has two pieces
of ‘advice for new par-
‘ents. The first: Get
used  to  ‘sleepless

down with a financial
-adviser and start plan-
ning for the future.
When his daughter, Alexandria,
‘was born five years ago, the Pomp-
‘ton Plains attorney said he and his
wife didn’t have a solid f'manmal
plan in place for his daughter.
“We weren’t really earmarking
any money for her. We were more
i investing in what was the most
' “advantageous vehicle for all of us,

nights. The second: Sit -

and that happened to be real estate,”

he said. “Had we had a plan, we
maybe would have done a little bet-
ter than we fared.’

As he prepared for the arrival of .
‘his 'son, Joseph, seven months ago,
Rasa sat down with a ﬁnanmal plan- -

ner and got organized. |

“Without that, you really are
doing it haphazardly,” he gaid.

Planning financially for a baby
seems like a daunting task. After all,
there are many expenses to consid-
er, from formula and dlapers ‘to col-
lege plans: and ‘life insurance. Then
there's estate: planning, . cribs,
clothes, hospltal bills — a. new baby
1s expensive.
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It’s never too eal'ly
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While college may be years -
away for your new baby, parents

should start thinking about pay-
ing for tuition,; books. and dorm

rooms while they’re still chang-

ing diapers. Costs for both public
and private universities will

more than double over the next:

two decades, according to Frank-
lin Templeton Investments:

“Saving for college can be -

overwhelming, especially when
you see those numbers,”. said

Marnie Aznar, a financial advis-
er and mother of a 2/»-year-old

daughter.
The two priricipal college sav-

ings plans available to parents !
are 529 accounts and UGMA
accounts, according to: Peter |

Neuberg, a Parsippany financial
adviser.

- UGMA accounts, short for the - ‘/
Uniformed Gift to: Minors: Act;|

essentially are a prefabricated
trust fund. Money placed by par-

ents and relatives in-a UGMA" |
account is taxed at the child’s tax !
bracket,” which  means: the tax |
rate is very low. Individuals can .’

put up to $11,000 a year, or $22,000
per couple, into such accounts.
However, UGMA accounts:give
complete control of the money to
.the child once they reach the age
of maturity, which isa drawback
to some parents;

“You have noidea 1f atage 18,
they're going to decide to blow it

all or if they're going to be a -

responsible adult,” Aznar said.
Many parents instead are uti-
lizing 529 savings plans. Under a

529 plan, parents retain ‘control -

of the account and money saved
can be used.only for education
after high school. And, because
the ‘account ‘is-in a parent’s
name, the money ‘is not ‘counted

against any possible financial

aid the child may be eligible for.
The moriey is never taxable and
‘can be used for any form of high-
er education, including college,
graduate school or trade schools.

Chris Herring of Madison set
up ‘a -529 .plan. for his son,
Matthew, last year. He deposits
.gifts and-expense checks from

‘his _]Ob as well as money his wife -

receives from an inheritance.
“When you sit down and look

at the growth of a' couple thou--

sand dollars over 18 years ...
‘you're surprised at how miich it
‘can grow,” he'said..

5 N

Chloe, 2%/2, at her home office.

Another college ‘savings trip:.
keep that loose change. Herring
said ‘he’s cashed ‘in his loose
change jar abotit three or four:-

times:since his son was born. -
T s always over $100,” he

Marnie Aznar, a Morris Plains financial adviser, holds her daughter

said.
miss (that money).” -

" COURTESY OF MARNIE AZNAR |

“You'ré never going to

Larry‘ Clow can be f'edchéd ot

(973) 428-6627 or lclow(,gan-
nett.com. .
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Finances

CONTINUED FROM / E1

Parents can expect to spend
jetween $130,290 and $261,270
-aising a child from birth to age
|7, according to a- 2003 U.S.
Department of Agriculture study.

But with a little self control;
some long-term goals and the
1elp of a good financial adviser,

slanning financially for a new

»aby can be a lot easier.
lhe basics

A baby is the biggest financial.

ransition  new parents  will
sncounter, ‘according to ‘Peter
Neuberg, a financial planner in
Parsippany.

Life insurance and estate plan-
aing are the top priorities expec-
ant parents should address, Neu-
serg said.

He recommends that both par-

:nts have a life insurance policy; -
aven if one parent stays'at home: -
with the ‘child. The type of plan-

you select is determined by your
sconomic -situation. Un1versa1

ife insurance plans are perma-

nent but monthly premiums are
:xpensive. Term-life insurance

oslans expire after ‘a. pre-deter-

mined length of time but have
sheaper monthly premiums.

“If you're young and:a non-
smoker: ... term insurance can be
very inexpensive,” Neuberg said.
“You can get a lot of coverage for
1'very low premium,”

Neuberg recommends a 20- to

25-year term: because it typically’
takes that long for-a child ‘to
become ' financially self- suffi-
:ient. However, when the term

sxpires,; the. parents will need to
find“a new policy. TUniversal

plans can be anywhere from four

to eight times more expensive

than a term life plan, but provide

perma.mnt .coverage .and offer
exible payment plans

“Term. insurance.'is’ pretty
competitive these. days,” Rasa:

said, He and his wife purchased
20-year terms - when they “had
their first child. Since the birth of

their second child, Rasa: said he

is considering extending ‘the

terms ‘so policies will" ‘cover his:

children into their 20s.

It's also important for new par-
gnts to take care of estate plan-
ning. That includes preparing a
will, naming several possible

guardians for the child and
granting power of attorney to a
spouse or family member.

“It’s- often difficult because
(parents) have never had that dis-
cussion before,” said Greg Gras-

s0, a Florham Park attorney spe- .

mahzmg in estate planning. “A

~lot of the times, the parents don’t

have power of attorney set.up.”
Some  parents ignore estate
planning . until ““a sense ‘of

urgency sets in,” according. to-

Marnie Aznar, a finanecial plan-
ner.:Aznar has a Zl/z-year-old
daughter, Chloe.

“It'can be a very difficult deci-
sion;to make,” Aznar said. She
named one ‘of her-brothers as a

guardian in her will. Aznar’s -

brother already has one .child

and; she said, she may reconsider

if eﬂaher one of them" have ‘more
children.

“Youwant to thmk about what .

kind. ‘of responsibility: you’ re
putting -~-on  this = potential
guardian,” she said.
‘Having good disability insur-
ance coverage also is important,
Aznar said. e

“Everyone thinks about ‘the

worst happenmg,” shesaid, “But -

there’s . a much bigger issue,
which is the poss1bihty of losmg
the ability to earn an income.”
Most - disability " “insurance
plans have two premium options.

- Parents can pay the premiums.

before ‘they’re taxed; which

means the premium wﬂl cost less -
“butithe benefit will be taxable,
‘The second option is for parents

to-pay. the premium after taxes
arg:added, which means the ben-
efd ill be tax-free. Aznar rec-

“_Jommends the second ‘option .
berause it yields. more money in

AII the Ilttlo things
Wh11e life insurance prerm-

»ungxs and estate plans are major
*‘cqns1derat1ons in planmng for a
.. new baby, new parents also have.
totake little things, like diapers, -
kformula, and clothes, 1nto ;
: , 'money A

/8- “One of the b1g beneflt of}:
bemg ‘able to be a parent is to]

. gomehow have your: chﬂd be bet-
“tér:off than you are,” he sa1d ]
*“The only way. to do that 1s to :

of money.” .

-Passing up name- brand dla-
pers in favor of generic brands
also helps.

“The storé brand works justas:

and you're gomg tobe home with
“the baby, nursmg can save alot.

well and, ultimately .. 1t rea]ly .

isn’t that important to have.a
name brand diaper on the baby,”
she said.

Medical bills' also add ‘unex-
pected costs for new parents.

“I'don’t think baby food or dia- -

pers or clothes make that much
of a difference;” said Chris Her-
ring, a Madison father. Herring’s

son, Matthew, is 1 year old and-:

was recently hospitalized. “The

_healthcare related stuff — you
get these bills six months later.

and you suddenly owe the hospi:

tal $1,000 that you completely for-

got about.”

For parents who. work, ch11d~ '

care also is an added expense:

Joe Rasa and his wife hired a :
live-in xignny for their two chil:
“dren: He said childeare was the

largest: financial. ‘burden he had
to consider. o
“We looked at daycare; and
cost for daycare for one chil
little less than a live-in nanny,”

~ he said. “But the cost of daycare ||
for two children is.a little more |

than aliveinnanny. What yo
have with a live-in nanny is co

-Venience and .. peace of mind.”’

- After. their child’s bout w1t1'1 '
illness, Herring’s wife decided:tg |
leave the workforce and stay :

home.

- “We  sat  down and rea]ly :
‘looked at our budget and figured -
~.out if we could swing it,” hesaid {
“It's a tight swing, but the emo-

tional and ‘time managen
benefits of having one of us I

~ L can’t nnagme domg it any
‘;,other way.” .

‘Being debt-free before your v
; child’s birth also helps, he said.
. “When you get rid of that per- |
manenﬂy, it makes 4 huge d1ft“er-
‘enCe ” Herring said. o
b . preparation.for their SOn’s ‘

; Herring and his wife also:

Jooked for expenses they ‘could |

cut-from their regular budgets.
They stopped going.out to dinner

and trimmed. other expenses.|
Herring said being a one-war

household also helped Y

start early."

Larry Clow can be reached at

?973) 428-6627 or lclaw@gan— i
niett.com.
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Estate planmng may be the'
Jast thing new parents want; to
think “about, but it is perhaps:.
the most: important, according
to: financial advisers. Setting up’
a will, naming guardians and
gwmg A -spouse or - relative
durable power' of attorney can,
«ensure that both spouses and -
.thildren are taken care of in the
‘event of an unexpected death,

“You have tohavea frank dis-
cussion. Nobody wants to talk :
about - mortality,” said Jim - : ; :

Hourlhan of Wyckoff. Hourihan' “Medicaid, Hourihan said. . on us, but the whole family,”
“and his wife, Christine, have - “Not. only does my will have to :
two chﬂdren “But for plannmg; -change, but’ 80 do’ (the wills) of Larry Clow can be reached at
purposes-and. to protect your» ‘my parentsor m~laws,” ‘he:said. ' (973) 426-6627 or lclow@gan-
‘children, you must.” ‘ “It has a huge unpact——- not Just nett com g :
A will and possible guardians " " el —
for the child are'the two.most
important thmgs for parents to
‘have planned, said Greg Grasso, .
-a Florham Park attor: spe-
*tializing in estate plar L
* ‘“Parents, most of th ime,
‘ pave done nothmg ‘or . the
«<hild,” Grasso said." *
i “If they don’t setupa wﬂl and, :
‘bne parent dies — let’s say it’s
the husband -~ the assets don’t
/g0 d1rect1y to the wife,” he said.
In that case, Grasso said,-the
“wife would haveto go to court to
‘get control of the assets.
« Parents ‘also- should discuss
early on potential guardlans for
their child, =
~o“Your want to thmk about
~what = kind of responsibility
you're putting on this potential
guardian,” said Marnie Aznar, a
Morris Plains financial adviser.
- “According to Aznar, many peo-
ple name. their child’s grandpar-
‘ents as guardians but forget to
amend the will as grandparents
age or decline in health. Aznar
named her brother as guardian
for her 2Y:year-old daughter,
‘Chloe. ‘Her -brother already has
one child and Aznar said , as her
family and her brother’s family
grows,. she may-change her will, -
Tt takes about a week to set-up
, a basic will and plan who has:
"+ durable power of attorney, Gras-
so -said. The cost ‘is usually
under $1,000, he said.

. Parents of children with spe-
c1a1 needs or medical problems
‘also must take care in preparing -
their wills, Hourihan’s 3:month
old son, William, was born with
Down syndrome According to
“Hourihan, if a child with special
needs is named as a direct benefi-
clary in a will, he may lose state |
and federal financ1a1 assistance. |
That's:due to regulations that say
the child can only have a maxi-
mum of $2,200 in his name before
losing eligibility for benefits 11ke




