WEALTH MANAGEMENT

2 FINANCIAL PLANNING

eath is the destiny of every man — the living should

David Choo tells us why.
take this to heart”.
The preacher in the biblical wisdom book of

D Ecclesiastes who gave this advice was concerned

about ultimate spiritual destiny and the vanity of a life lived wrongly.

Nevertheless the advice has more than a spiritual dimension. Those who are
still living are reminded that while life is but a vapour or fleeting shadow and the
appointment for death must be kept, there are responsibilities that remain
unchanged for those left behind.

In the field of financial planning, death protection ranks as one of the key
components of a sound risk management plan. But the consequences of death
are not just financial. Writing a will is generally advisable to simplify and speed
up the estate settlement.

The value having a will has been covered well. What is not so well known is
the value of a “living will” and other measures to prevent problems caused by
those who become disabled and are not able to make sound, informed judgment
about their finances and their life.

Power of Attorney could help reduce the financial impact. Financial

For loved ones who do not want to be sustained artificially, the Living Will and

lanner

LIVING WILL

In the front page of “The Straits Times” on May 26th
2006, the issue of living will was highlighted. Two
years ago, a widow had been found unconscious in
her one-room flat after suffering a stroke. After two
expensive operations, she was placed on life support
for a month before her only daughter made a trau-
matic decision to pull the plug. The hospital bill —
$20,000.

The question was whether this could have been
avoided and the answer is Yes, if she had a “living
will”, better known in Singapore as the Advance
Medical Directives (AMD).

The AMD allows a person to state in advance that
he does not want to be sustained artificially should
he become terminally ill and unconscious. It can be
enacted when the person is unable to communicate

PHOTO WWW.123RF.COM

58 | SMARTINVESTOR july 2006



his own health care decisions, example, being incapacitated. This way the family
is freed from having to take the heavy responsibility of deciding whether to end
the life of a loved one.

An AMD is no doubt a valuable financial planning tool and should be brought
up when planning for a client’s retirement planning. However, some ten years
after the AMD Act was passed in Parliament in May 1996, only 3,840
Singaporeans have signed one.

The procedure is simple enough. Anyone aged 21 years and above of sound
mind can sign a prescribed form in the presence of two witnesses. The first
witness has to be a doctor and the second witness anyone aged 21 and above
who does not stand to gain from the person’s death. The signed form must be
returned to the Registrar of Advance Medical Directives and will be kept
confidential until the patient needs it.

The reason for the low take-up is that few Singaporean know that the AMD
exists and among those who know not all are sufficiently motivated to do
something about it.

One reason for this is that doctors in Singapore are not allowed to ask if
patients have a living will. Another reason is that it is awkward to suggest
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for many people (including
doctors) whether they should authorize their own death or leave it in the hands
of God.

POWER OF ATTORNEY

If AMD is not so well known, a power of attorney rings even less bells. A power
of attorney confers authority on the person appointed to conduct general

or specified acts on behalf of the person.

It is important to prepare a Power of Attorney to take care of any eventuality
when a person who needs to make a decision is not able to do so because of a
disability, for example, stroke. The Power of Attorney confers on the person
appointed the power to act on the person’s behalf. For example, the sale of
shares or even a property may be crucial when a primary breadwinner is
incapacitated and unable to make a decision. In such a situation a properly
prepared power of attorney done beforehand would enable the spouse or any
loved one to be able to make the important financial decisions. There are
obvious dangers to avoid and it is best to consult a lawyer to prepare power
of attorney.

‘What happened to a friend a few years ago, brought into focus the plethora of

problems that could surface when a key member
of the family suffers a stroke and subsequently
dies without a power of attorney and a will.

My friend’s father suffered his first stroke in 1985
at age 51 and had a bad relapse in 1999 at age 65.
He was driving and slumped on his steering wheel
and the car went on to the opposite lane and
collided with four cars with a motorbike sandwiched
in between. The hospitalization stay of 50 days was
financially draining and stressful for the family. My
friend’s father was bedridden for three years and
this added to the financial strain and stress. He had
more than a hundred thousand worth of shares and
a property in his name but did not make a power of
attorney. What resulted was a laborious and time
consuming process of getting the power of
committee granted by the court for my friend to act.
Part of the process involved getting the court to
approve that his father’s situation qualified under
the Mental Disorders and Treatment Act, a process
which required medical checks and affidavits from
doctors and family members.

The hassle and delays and the financial strain
could have been avoided had my friend’s father
prepared a power of attorney suitably worded to
grant him powers to sell his shares in the event of a
severe stroke.

While stroke patients may have a higher risk of
having a severe stroke which can render them
mentally incapacitated, the possibility of this
resulting from accidents means that Power of
Attorney may serve as a good contingency plan for
all key members of families and companies.

Given that there is trust between husband and
wife, each can appoint the other as Power of
Attorney for specified acts and in specified situations
and for specified periods.

LIVING DEATH

“Living death” is a bizarre way of describing the
problem of people who are still living but have no
capacity to decide or to help themselves. Living
death describes also the experience of caregivers
who have to pay the nursing care and medical
expenses for a prolonged disability.

Living will and Power of Attorney are two
measures which can lessen the financial impact.
Clients are however advised to consult their
financial planners and lawyers to ensure that these
apply to their particular situation. SI
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