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ABSTRACT

Many prospective retirees hope to own two
residences during their retirement. Wheth-
er because of weather, family, or adventure,
they look forward to breaking up each year
by living in two or more locations. They want
to be “snowbirds.” There are a number of tax
and financial considerations that must be ad-
dressed to make this retirement arrangement
work, from equity financing to establishing
legal domicile, and from managing house-
hold expenses to multijurisdictional estate
planning. This article examines the key finan-
cial considerations to address as part of own-

ing multiple residences in retirement.

etirement is a time of change for individu-

als, and often one of these changes is where

to live. For some, the dream change is to
have two residences: to live in one location during the
winter and a different home in the summer. Or per-
haps retire to a senior living community for most of
the year, but own a second home close to the grand-
kids. The term snowbirding is often used to describe
the phenomenon of owning multiple residences in
retirement. This is a handy moniker to use, but for
some this retirement planning concept has little to
do with the temperature outside and more to do with
family, adventure, and a change of pace. No matter
what it is called, owning two residences in retirement
requires careful planning.

It is estimated that there are 7.5 million second
homes, accounting for 5.5 percent of the total hous-
ing stock in the country. And while snowbirding is
certainly a draw, second homes are not just in South-
ern states. As of 2018, half of the nation’s second
homes are in nine states: Florida, California, New
York, Texas, Michigan, North Carolina, Arizona,
Pennsylvania, and Wisconsin." A study suggests that
there is an association between retiree migration, i.e.,
a physical move at retirement, and retirement sazis-
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deserting family and friends.?
Another consideration is the retirement home
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that is mobile. Both individuals and couples have
purchased recreational vehicles (RVs) at retirement
and chosen to live in them for several months out
of the year. Many of the issues discussed for two
fixed residences apply to the situation with RV own-
ership. However, other issues such as health care,
receiving mail, and insurance have their own special
challenges for RV ownership, and will not be dis-
cussed in this article.

While many sources provide information about
snowbirding, they tend to focus on where to reside
more than Aow to make it work. And some authors
who focus on the financial considerations of snow-
birding position this as a tax avoidance tool, ignor-
ing the other financial issues that are involved with
owning two residences. This article seeks to discuss
a specific subset of the dual-residence scenario. It is
focused on the retirement planning considerations
involved in owning more than one home. Where to
locate is not addressed, other than how it may affect
issues such as state income tax, health care, and other
practical financial considerations. Further, although
retirees may choose to rent out one of their dwellings
when it is not in use, the assumption in this article is
that they choose to own two residences primarily for
pleasure, not as a means of investment.

Rent versus Own

An individual intending to own two residences in
retirement likely owns at least one residence currently
and is contemplating owning a second residence as
part of their retirement plan. The typical snowbirder
may have been “test driving” a second location, and
now wants to take the plunge to occupy dual dwell-
ings, living in each for several months at a time.

A key question for living in two residences
during retirement is whether to sign a lease on one
of the retirement homes or, instead, to own both
dwellings outright.’ If the plan is simply to take ex-
tended vacations in a second locale, this isn’t really a
situation of having dual residences. The retiree may
benefit from some of the planning ideas that apply
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to owners of two homes, but from a financial stand-
point, a short-term rental or the purchase of a time-
share doesn’t involve changing the state of domicile,
incurring new financing, or otherwise making ma-
jor financial changes.

A retiree might, however, consider signing a
long-term lease for the second home rather than pur-
chasing it. There are advantages to this approach,
such as avoiding maintenance and repairs, not incur-
ring a new mortgage, and having an easier exit plan
if the residence doesn’t work out. On the other hand,
ongoing lease payments represent a burden to retire-
ment income cash flow, and the lease would need to
be paid even for the months when the dwelling isn’t
being occupied. While a snowbirder may consider
only renting by the month, this means the dwelling
will likely be occupied by others in the off-months.
As a short-term renter, the retiree will not be able to
decorate the house as desired, and it will not have the
desired feeling of “being home.” This living arrange-
ment is more of an extended vacation than a situation
of owning two residences.

Outright ownership of the second home will of-
ten be desirable to renting, assuming it can fit the
financial abilities of the retiree. In assessing wheth-
er owning a second home fits the retiree’s budget, it
is important to thoroughly consider all the expenses
associated with ownership. Examples include addi-
tional homeowners insurance, homeowner associa-
tion (HOA) fees, security, maintenance while away,
transportation between residences, cable and wi-fi,
etc. Even with these added expenses, owning versus
renting has its advantages. One benefit is the building
of equity in the home and the ability to pass down
the home as a legacy at death. Owning also makes
it easier to establish legal domicile in the state where
the retirement home is located. For example, by pur-
chasing the second home in a typical snowbird state
such as Florida, Texas, or Arizona, the retiree may be
able to change legal domicile and avoid paying state
income tax. These tax savings may help offset some
of the other costs associated with dual ownership.
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Financing Considerations

Retirement planners usually discourage taking
on a new mortgage in retirement and, indeed, often
counsel preretirees to consider paying off any exist-
ing mortgages. It has been argued that in retirement,
a mortgage is a “negative bond.” For example, paying
off a 4 percent amortized mortgage yields a risk-free
4 percent return because the retiree no longer needs
to generate a 4 percent return in order to cash-flow
the mortgage payments.* Paying off a mortgage in re-
tirement can be an attractive strategy for individuals
who are no longer generating a wage and who are risk
averse. Further, many retirees receive little or no tax
advantages from carrying a mortgage. Their taxable
income may have decreased because of retirement, and,
once they reach age 65, their standard deduction will
increase. The likelihood of itemizing their deductions
is lessened, making the mortgage deduction moot.

This doesn’t imply that a second home should nev-
er be financed in retirement. However, the financing

Proceeds for Departure Home

$600,000 & $300,000 <

might be better coming from a reverse mortgage versus
a traditional mortgage. A well-known reverse mortgage
expert provides an excellent example in which Mark
and Linda, both aged 70, have a mortgage-free home
where they raised their children.’ It is worth $600,000,
and they are selling it as part of their retirement plan. In
retirement, they want to downsize to a primary home
in a Southern state, and also own a condo near their
grandchildren. The new primary home they’re target-
ing costs $500,000, and the condo near the grandchil-
dren is available for $300,000. The reverse mortgage
for purchase technique would be used to maintain their
current cash flow, avoid dipping into retirement capital,
and help them acquire their two residences. It should
be kept in mind, however, that a reverse mortgage in-
volves significant up-front costs, some of which cannot
come out of the loan proceeds.

Here’s how it would work (see Figure 1). Mark and
Linda would take their $600,000 proceeds from the
sale of their current house, and use $300,000 as a down

Price of NEW Home

O\ $500,000
Reverse Mortgage
L] $200,000
Downpayment Required
$300,000
A Price of 2nd Home
L} $300,000
Cash Payment Required

$300,000

Source: Don Graves, Housing Wealth Institute, askDonGraves@gmail.com.
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payment for their new primary home. They would
then make use of a reverse mortgage for the rest of the
$200,000 balance. With the remaining $300,000 of
sale proceeds, they can purchase the condo near the
grandchildren. Exclusive of HOA fees, real estate taxes,
maintenance, insurance, etc., they have effectively lev-
eraged their current house equity to finance their two
new residences without incurring additional cash flow.

Domicile

An entire industry has evolved around determin-
ing one’s domicile. Books have been written, law firms
have created how-to packages, and there is even soft-
ware available to demonstrate time-in-state for residen-
cy. The primary reason why legal residency is such an
important issue for retirees is state income tax. The
classic scenario is changing domicile from a high-tax
Northern state to an income-tax-free state in the South.
This trend has been exacerbated by the $10,000 limit
placed on the state and local tax deduction for federal
income tax purposes (the so-called SALT deduction
created by the 2018 Tax Cuts and Jobs Act).

However, particularly with retirees, the choice
of domicile is not as simple as targeting a state that
doesn’t have an income tax. Many states with other-
wise significant taxes provide exemptions for pension
income, Social Security payments, and other retire-
ment-related taxes.® Other forms of taxes should also
be considered, such as sales tax, property tax, and
the homestead exemption that may apply to property
tax.” Retirees who can be flexible about how much
time they plan to reside in either of their two resi-
dences should take a hard look at which house they
plan to call home for legal purposes.

A common misunderstanding is that legal domi-
cile is established by the simple formula of “6 months
and 1 day,” in other words, retirees stay in the target
state for at least a half year. Revenue-hungry states, and
even cities, will look hard to find residents who can
be taxed, and it may not be enough for the retiree to
simply prove they were in the new state for more than
6 months. In establishing a new domicile, the retir-
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ee must not only consider the new state, but also the
previous state, particularly if the intent is to maintain
a second residence in that state. The hypothetical of
Mark and Linda above can be considered. If their new
primary residence will be Florida, with little effort they
can change their driver’s licenses and voting registra-
tions, file for the homestead exemption, and register a
declaration of domicile in their Florida county. This,
however, doesn’t guarantee that their previous state,
say New York, will agree there has been a change of le-
gal domicile, particularly if Mark and Linda maintain
a condo back in New York. The following FAQ from
New York State makes this point:

...while you may have multiple residences,
you can only have one domicile. An individual
may live in a certain residence for a temporary
period of time, which could be an extended peri-
od of time, but if it’s not the place they ultimately
attach themselves to and intend to return to, it’s
still not their domicile.

Furthermore, your New York domicile does
not change until you can demonstrate with clear
and convincing evidence that you have abandoned
your New York domicile and established a new do-
micile outside New York State. This means shift-
ing the focus of your life to the new location. It is
not enough simply to file a certificate of domicile
or register to vote in the new location. All aspects
of a person’s life are considered in determining
whether a person’s domicile has changed.®

Each state has its own rules, and retirees planning to
live in two residences should obtain qualified counsel in
both states. Or, they should retain a firm that specializes
in this area and can represent both states’ issues. There
are a series of steps that should be taken to establish a
new domicile and, to use New York’s term, “abandon”
their old domicile. These can be very fact specific. For
example, in one case, a court found that a taxpayer had
legally domiciled in Texas because that’s where he kept
one of his dearest possessions—his dog.” Additionally,
there are digital tools that can be used to prove not only
intent, but physical presence in the new state. Rather
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than using receipts for gas and food as proof of pres-
ence, these tracking tools can specifically establish the
amount of time spent in the new residence.'

Figure 2 lists some common steps that can be
taken to establish a change in domicile. There is no
one right way to prove a change of domicile. The goal
should be to have such overwhelming proof that the
former state will not pursue a claim.

Expenses and Financial Management

In planning for two residences in retirement, up-
front and ongoing expenses are an important, and
often overlooked, consideration. Beyond financing
of the two homes, there are a number of costs that
compound as a result of dual residency. For exam-
ple, furniture and household items for two dwellings
can significantly squeeze cash flow. In some cases, ex-
penses are exacerbated because of the element of part-
time occupancy. Insurance coverage is an example.

Homeowners insurance may be more expensive for the
home that is not the retiree’s permanent residence. The
underwriting concern is that the home may be unoc-
cupied for large blocks of time, resulting in undetected
and delayed damages. Likewise, automobile coverage
may vary in cost, depending on the state where the
automobile is registered. There are ways to lessen these
costs, such as temporarily suspending auto insurance
coverage on vehicles that will go unused for months.
Many services are not candidates for suspension.
If, for example, the resident is using smart home tech-
nology to monitor an unoccupied dwelling, they may
need to continue wi-fi coverage for that property.
Likewise, if there are HOA fees for a condominium,
those fees are typically monthly, and not subject to
suspension during leaves of absence. And, of course,
utilities potentially represent a doubling of costs.
Heat for a home in Northern climes and air-condi-
tioning in Southern climes must continue at a level

Establishing domicile is not a “check the box” exercise. This is particularly true where a retiree is changing legal
domicile from one state to another while retaining property in the previously domiciled state. Below are some com-
mon steps that an individual can take towards proving a change in domicile.

* Own the home in the new state. If the retiree is going to rent versus own one of the residences, they should do

so in the previous domicile state.

* Change car registration, license plates, and driver’s license to the new state.

« Change voter registration to the new state.

» Pets: particularly because of a noted court case, pets should be registered in the new state.”

* Work part-time or volunteer in the new state.

* Review operations and management of businesses operating outside of the new state of residence to deter-
mine if changes are needed. This may include severing ties with businesses owned in the former state.

» Join social groups, churches, and organizations in the new state, including switching gym memberships.

» Replace the last will and testament with one created in the county of the new state.

» Consider owning the residence in the previous state through a living trust or in a limited liability company (LLC).

» If permitted, file a statement of domicile in the county of the new state.

» Change mailing addresses to the new domicile for bills, statements, 1099s, and Form 1040.

» Reside in the new state for at least 6 months each year. Retain gas and food receipts, or use tracking software

to establish time-in-state.

2Note: states vary significantly concerning legal domicile. Attorneys expert in both states’ rules should be consulted.
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that avoids damage to the unoccupied premises. Fig-
ure 3 presents examples of expenses by category that
are commonly associated with owning two dwellings.
In addition, the appendix offers a case study of how
these considerations might be factored into a retire-
ment plan. Every individual’s and couple’s circum-
stances are unique, but this case study demonstrates a
way an advisor can model snowbirding as part of the
client’s prospective retirement strategy.

In addition to budgeting for increased expenses,
retirement planning for dual-residence retirees should
include the management of finances. A baseline plan-
ning principle is that the retiree should leverage dig-
ital technology to simplify and maintain expenses,
investments, insurance, and related accounts. Real-
istically, it will be difficult if not impossible to trans-
port paper copies of financial documents between
residences without incurring losses or making late
payments. Through electronic banking options, the
retiree can consistently manage finances regardless of
which residence they are occupying.

A challenge for retirees with dual residences is the
U.S. mail. In general, the USPS forwards all types of
mail for up to 12 months. However, the USPS has a
shorter forwarding limit of up to 60 days for maga-
zines and newspapers.'? For a fee, there is Premium
Forwarding Service Residential®, where mail is packed

up at the local post office and forwarded weekly by
priority mail. Another tool is USPS Informed Deliv-
ery, where the owner can track online mail deliveries.”
Although these services can help, snowbirds may find
that it is far easier to manage financial transactions dig-
itally than through the U.S. mail. Examples include
the risk of timing in the forwarding of mail during
the transition between one residence and the other, the
loss of forwarded periodicals, and the increased risk of
human error. Additionally, vendors are sometimes no-
tified of an address change by the U.S. mail, and then
take it upon themselves to permanently change their
recorded mailing address without the retiree’s knowl-
edge. In an environment where online bill payments
are common, digital financial management is essential
to the successful operation of two residences.

Health Care

Owning two residences in retirement raises a
number of health care issues. For some, this can direct-
ly affect where individuals or couples choose to reside.

The first issue is assuring the availability of ad-
equate health care in both residences. If the retiree
has a need for specialized medical care, the retire-
ment planning process should ascertain whether the
second home has adequate specialists and facilities.
A related issue is coordination of care. If a retiree

TRANSPORTATION: Possibility of cars in each state, auto insurance, and transportation between homes

HOUSEHOLD: furniture, clothes, office supplies, dishes, ongoing utility costs, etc.

ELECTRONICS: cable, wi-fi, computers, nonportable medical devices, home office equipment

HOUSING: property taxes, homeowners insurance (including added cost for secondary residence), HOA fees,
lawn care, snow removal, security systems, property management (especially if renting a residence while away)

PETS: registration, boarding, and transportation

LEGAL: it may be necessary to have legal counsel for both jurisdictions

HEALTH: may require moving from Medicare Advantage to Original Medicare with Medigap
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has a medical condition that needs ongoing care, it
is crucial to make sure that care providers in both
locales are in communication. This can be a chal-
lenge. While most consumers have long since moved
past the use of fax machines, it is estimated that at
least 70 percent of health care providers still exchange
medical information by fax."* The bottom-line im-
perative is that the retiree provide sufficient advance
notice to assure that care providers at both locations
are sharing information and coordinating services.
This includes the retiree following up with providers
to confirm ongoing communication.

For many dual-residence retirees, the most com-
plex, demanding, and important health care issue
is health insurance. And for most seniors, the key
health insurance decisions revolve around Medicare.
Significant decisions need to be made at the time the
retiree first enrolls in Medicare, typically at age 65,
and the existence of two residences compounds the
complexity of the decision. Assuming the retiree will
need to have ready access to health care services in
both locations, some Medicare Advantage plans will
prove unworkable. In particular, Medicare Advan-
tage programs utilizing PPOs and HMOs that are
geographically concentrated pose a concern. Seniors
cannot always choose when in the year and in what
residence they will need medical care. Out-of-plan
expenses in the second residence could quickly can-
cel out the cost savings otherwise available with a
Medicare Advantage program. This could also apply
if the retiree is using employer-provided health cover-
age instead of Medicare, and the coverage is delivered
through a PPO in the company’s geographic vicinity.

Retirees who are splitting the year between two or
more residences may do better to use Original Medi-
care with a Medigap supplemental plan. This way they
can access medical services in both locations without
incurring unexpected costs beyond their premiums.

Pharmaceuticals provided through Medicare
Part D plans also pose a challenge. Most Part D plans
have costs that vary by the pharmacy providing the
drugs. When annually shopping these plans, the re-
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tiree will need to determine if their plan has a qual-
ifying pharmacy in both locations. Otherwise, they
risk unnecessary costs when filling prescriptions away
from their primary residence. A possible solution to
this challenge is to use mail-order drug plans.

Estate Planning Considerations

Dual-residence retirees should pay careful atten-
tion to their estate planning documents. And if they
plan to change their legal domicile, their documents
will likely need updating. First, a fundamental way to
prove a change in domicile for tax purposes is to cre-
ate a will in the county where that individual plans to
declare primary residency. As an example, Sam is an
individual who is moving from Iowa to Florida, but
maintaining a condo in Iowa. In addition to changing
car registration, voter registration, and other indicators
of intent to establish a new primary residence, Sam
should destroy his Iowa will and create a new will in
his Florida county of residence. At Sam’s death, the will
would be filed for probate in that county, even if his
death occurred in a different location. Further, to avoid
burdening heirs with the cost and inconvenience of fil-
ing ancillary probate in Iowa for the condo (since the
secondary residence is real estate), Sam should consider
placing the condo in a living trust or an LLC. That
way the condo is an asset that is held inside personal
property (the LLC member interest) or is held in trust,
and thereby avoids probate in Iowa. While real estate
is the most obvious generator of ancillary probate, care
should be taken to avoid owning other assets that re-
quire handling in the secondary state. For example, a
safety deposit box held in Iowa may burden Sam’s exec-
utor with extra out-of-state work and delays.

Other estate planning documents may call for
different handling. Examples include financial and
medical powers of attorney (POA), and advanced di-
rectives. In the example above, Sam has residences in
both Iowa and Florida. He might consider execut-
ing medical and financial POAs in both states, and
physically locating the respective documents in those
states. The reason for this approach is that if Sam
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has a medical emergency in lowa, his agent under
the POA can present an lowa-based POA to the lo-
cal hospital, expediting the recognition of the agent
as powerholder. If the emergency occurs in Florida,
the POA used would be the Florida-based document.
This kind of planning calls for handling by a knowl-
edgeable attorney. Each state has different require-
ments and rules. For example, in lowa, the state will
recognize a financial POA that is springing. Florida,
by contrast, does not recognize springing POAs for
financial matters. This means the agent under the re-
spective POAs will have very different powers, and
this could lead to problems if the retiree gradually
experiences diminished capacity.

There are a host of other estate planning is-
sues to consider when two residences are involved.
Say that Sam in the example above is married. He
and his spouse can jointly hold their primary resi-
dence in Florida either by joint tenancy with right
of survivorship or as tenancy by the entireties. They
will also want to make a timely filing for Florida’s
homestead exemption. This provides them not only
with property tax savings, but also with significant
creditor protection. They would not have these same
opportunities in Iowa since there is no tenancy by
the entireties and Iowa’s homestead exemption is not
as liberal. Had this couple instead established their
new residency in Texas, a different set of issues arise.
Texas is a community property state, and this will
require carefully determining how they want their
common law property titled going forward.

A further consideration is the tax issues caused
upon death. States may not only pursue taxing the
resident’s income while alive, but also seek to tax the
estate. Domicile might be challenged by one of the
states upon the resident’s death.” All this leads to a
foundational issue for dual resident retirees: obtain-
ing competent professional advice.

Who's the Advisor?

When owning two residences while retired, there
will likely be a need for one-time professional advice to
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create and execute the plan, and then ongoing profes-
sional advice throughout retirement. For legal matters,
the advice may need to come from attorneys in dif-
ferent jurisdictions. For example, estate planning and
real estate matters in the new state of domicile should
normally be provided by local counsel in that state.
Legal issues dealing with the secondary residence,
including creation of a trust or LLC, would call for
representation in the state of that residence. Depend-
ing on the size and complexity of the retiree’s estate,
having co-counsel in two separate states may be worth
the additional expense. This may be particularly im-
portant where one state is a common law jurisdiction
and the other is a community property state.

When using other professionals, including tax and
financial advisors, there may be more flexibility. Finan-
cial advisors, for example, don’t necessarily have to be
locally based. Their advice and transactions typically
are not as state-centric. The financial advisor who is
selected will, however, need to have appropriate tech-
nology to work efficiently with the retiree in any loca-
tion. Online meetings and avoidance of the U.S. mail
are services that will be crucial. Similar considerations
apply to tax preparation, banking, and other financial
services. And, even though a remote platform can work
efficiently for most financial matters, there may be le-
gal issues that require local expertise, such as POAs,
beneficiary designations, and creditor protection.

Planning an Exit

Retirement is often characterized as starting
during the go-go years, transitioning to the slow-go
years, and ending with the no-go years. Somewhere
in this continuum there may be a desire, or need,
to forgo living in two residences. Retirees may find
themselves someday dealing with frailty, financial
insecurity, or the need to be with family. Advisors
can initiate the planning process by asking the retir-
ee if something did happen, including the death of a
spouse, where would the retiree ultimately want to
end up? When planning for a dual residence in retire-
ment, discussions about the end of retirement should
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start at the beginning of the process.

These discussions will need to continue as retire-
ment proceeds, particularly for couples. One spouse
may have a health concern, diminished capacity, or
die. This impacts the other spouse’s decisions about
where to live. The snowbird approach may either
need to cease or be modified to accommodate the
needs of one of the spouses.

Envisioning the future may lead to better finan-
cial decisions today. The retiree may use the snowbird
opportunity to downsize their current residence, pay
off their conventional mortgage, or even get on the
waiting list for a continuous care retirement center
(CCRCO). Often it takes years before an individual
can enter a CCRC. Through exit planning, retirees
can prepare for an eventual change, yet enjoy having
two residences during their go-go years.

Retirement planning involves a number of fi-
nancial considerations that are event driven, such as
attaining age 65 for Medicare purposes or formally re-
tiring from employment. Because retirement isn’t just
an event but also a life stage, planning must address
ongoing financial management issues. These consid-
erations apply to residency issues in retirement as well.
Upon retirement, a change in residence may occur,
and for some this involves becoming a snowbird— liv-
ing the dream of owning two places. Through careful
planning, the financial issues involved with owning
two residences can be successfully managed, and allow
the retiree to truly enjoy being a snowbird. M
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Snowbirding: Financial Considerations of Owning Two Residences in Retirement

Steve Parrish

Jan and Dean Beach are both aged 64, and they live in a condominium in Chicago, near their children and
grandchildren. Jan is retiring this year, and Dean will continue his job that he performs from home.

They have been saving to be snowbirds, planning to spend approximately 7 months a year in Florida. Having
located a condominium in Florida, they want to determine if they have adequate finances to purchase a second
home without financing the transaction, and be able to cash flow both residences.

Jan and Dean are working with their financial advisor, and currently have a financial plan that satisfies their retire-
ment goals. In order to become snowbirds, they need to estimate the one-time costs of adding a new residence as well
as the additional ongoing costs associated with that residence. With these two amounts determined, their advisor can
create a revised retirement income model and help them decide if snowbirding is a feasible retirement strategy.

One-Time New Costs

» Condo: $350,000

» Furnishings: $25,000

e Legal, including new estate planning documents: $2,500

» Miscellaneous, such as filings and registrations to change domicile: $1,000

Ongoing Additional Annual Expenses

» HOA for Florida condo: $6,000

» Cable, wi-fi, etc.: $1,200

* Homeowners insurance: $800

« Utilities: $2,500

« Property taxes: $3,500

» Added maintenance and security while away from other residence: $700
« Transportation costs going back and forth: $2,500

Planning Considerations

In revising Jan and Dean’s retirement model, the financial advisor should reduce retirement capital by the
amount of one-time costs associated with acquiring the new residence, and reduce the expected retirement income
by the added expenses of owning the Florida residence. The advisor might, however, consider two factors that
lessen the financial impact on Jan and Dean’s retirement capital and income:

1. The Florida condo (and furnishings) potentially remain retirement capital because they are assets that can be sold
without depriving the couple of a residence. Accordingly, the plan could consider the $350,000 value of the condo
and furnishings as illiquid retirement capital. For retirement capital growth purposes, it may be appropriate to as-
sume a zero growth rate in the value of the condominium, and a depreciating value for the furnishings. The condo
and furnishings remain assets; however, since the condo is a residence versus an investment, the retirement
model should not assume a dollar-for-dollar trade-off with the amount Jan and Dean saved for retirement capital.

2. Especially while Dean is still working, the change in domicile to Florida will yield a savings in state income tax.
This savings might be considered more of an expense buffer than a net reduction in expenses, especially since
this tax will likely reduce when Dean retires.

Putting this together:

1. Retirement capital: Reduce net worth by $3,500 for fixed expenses associated with the new purchase, and, as
described above, retain the condo and furnishings as assets, but separate them from growth assumptions. If
using a bucketing approach to retirement income management,'® these assets should be part of the last bucket,
i.e., the long-term bucket that would not be liquidated until as far out as 20 years into retirement.

2. Retirement income: Annual expenses should be increased by the $17,200 costs associated with ownership of a sec-
ond residence. Any net savings in state and local taxes should be added as part of the financial buffer assumption.

Armed with this new financial model, Jan and Dean can decide whether becoming snowbirds is feasible and
desirable. In their planning, they should also consider how changed circumstances in health or family circumstanc-
es may affect their retirement plan. Snowbirding is an exciting retirement lifestyle for those who are in their earlier

years of retirement, but it may become a burden with aging and frailty. Ultimately, they may need to sell one of
their residences, or sell both and move into a retirement home. Provisions should be made to review this situation
at least annually during retirement.
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