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The Four Important Financial
Issues for Retirees

In this short booklet, we cover the most important issues:

® How to generate sufficient retirement income
¢ How to maintain affordable health coverage

¢ How to maintain your independence at advanced ages
® How to best leave assets to heirs Q

We can only touch on the major aspects of each issue and you’re invifed to
concerns. Of great importance is to remember that you will likely live longer than you
expectancies for specific attained ages:

with your questions or
alize. Here are the life

If you have reached age.... The AV E person can
expecf/to live this number of
additr years...

65 21 N

Please keep your lo nsidering the issues in this booklet.

T'IRS Publication 590 2009.


jgp
Sample


Having Sufficient Income

Many retirees want to generate sufficient income so that they never need to consume their principal. In fact,
most invest in a manner that will increase the probability of using their principal. You may be doing this also. Many
retirees think that they must keep their principal safe and available, so they invest in low yielding short-term
investment such as money market funds and CDs.

These investments pay a very low return, but they are highly liquid. They include the following:

e Savings accounts

® Checking accounts

¢ Treasury bills

® Money market accounts

e a look
pave a

Most retirees are lulled into the false safety of these investmepts, Let me showy

at bank accounts. Bank investments typically pay 2% or less.
negative return.

Interest CD: 1.45%
Income Taxes: .41%
Consumer Inflation: 1.10%

Net real return to you: -.06%

case of an “emergency.’
concerns are legitimate.

2 MetLife Bank 1.45% as of 11/4/10, $25,000 deposit, 1 year CD, www.bankrate.com.

3 25% federal tax bracket for 2010 applies to single taxpayers with taxable income from $34,000 and $82,400, and married taxpayers with
taxable income from $68,000 and $137,300, and additional 5% state income tax is hypothetically assumed.

! http://www.bls.gov/news.release/cpi.nr0.htm October 15 2010, increase in CPI previous 12 months.

3 Average annual cost of a private room in a nursing home US $83,585 annually in 2010, with the average length of stay at 2.4 years, Market
Survey of Long-Term Care Costs, October 2010.
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Here’s another idea to help safeguard your assets. Take the money out of your bank accounts, invest it for a
potentially higher return (e.g. 5% from a federally and state tax exempt bond) and then use this extra income to get
insurance for health care and long-term care insurance that could protect you in case of an emergency.

Municipal Bond: 5.00%
Income Taxes: 0.00
Consumer Inflation: 1.10%

Net real return to you: 3.90%

$200,000 invested x 3.9% = $7,800 annually to pay for quality lon
premiums for these insurances may be tax deductible).

health insurance (the

return more or less than your original investment. Such bona
should only make investments appropriate for your circu

erm bonds to potentially increase your interest income.
tively earn as high a rate as possible without taking undue

6 Average rate on A rated 20 year municipal bonds, FMSbonds.com 11/4/10.
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Annuitization

If “annuitization” is a new term for you, you will be hearing it more and more. The idea is to use your principal
to supplement your spending money — but do so in a way that the principal lasts as long as you do. Many people
will have no choice but to use their principal to sustain themselves, and this is not a bad thing as long as it is done
correctly. Since you can never be sure how long you’ll last, the insurance industry provides some assistance with
life annuities. You receive payments for as long as you live.

Here’s how it works. In exchange for a single payment, the insurance compar
monthly payments to you. Part of these payments is considered income ane

will immediately start making

company (which is locked in at the time of purchase). The payou
the insurance company does not expect to have to mak
Assuming that you have chosen the lifetime pay
payments to you even if you live past your normal li

companies, Mate, Florida. Please use the contact information at the back of
this booklet\for an exact quote.

7 Subject to the claims-paying ability of the insurance company, please note immediate annuities are designed to enhance cash flow and save
taxes but are not the only investment vehicles by which these goals may be achieved. Immediate annuities cannot be surrendered for value.
Always consider all possible investment options before you invest.
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Health Insurance

The health insurance scenario for retirees is scary. You read and hear a lot about Medicare running out of
money and benefits being cut. Seniors have been asked to pay for more for their Medicare benefits. The good news
is that through a better understanding of your options, you can secure some peace of mind knowing that you have
selected appropriate health coverage.

No retiree should rely on Medicare alone. You must have supplemental coverage — as Medicare typically pays
80% of your heath care costs. That 20% that you must pay can be a very large su yQu have a serious illness.

The AARP conducted a study titled: An Assessment of Medicare Bene{iciaries”’ Understanding of the
i indicated that only a fraction of

which we will discuss shortly>

8 http://www .aarp.org/research/ppi/health-care/medicare/articles/aresearch-import-595-9805.html.
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Medicare Comparision Table

Medicare Advantage

Original
Medicare Plan

Managed Care Plan

Private Fee-for-Service
Plan

Costs

Total Out-of-Pocket
Costs

High

Low to Medium

Medium to High

Extra Benefits |None Most So N

In addition to May offer prescription drugs, |POssibly foreign tkave] or extra days
Medicare covered eye exams, hearing aids, or  {in the hospital:

benefits. routine physical exams.

Doctor Choice |Widest Some

Choose any doctor or
specialist who
accepts Medicare.

Usually must see adoctox or
specialist who bglongs in
your plan.

Convenience

Varies

Available
nationwide.

Varies
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Why Would Retirees Want Medigap Insurance
As Opposed to An HMO Arrangement?
With a Managed Care Plan, you don’t need to buy Medicare Supplemental (Medigap) insurance. This could

result in several thousand dollars of savings each year. In fact, some Managed Care Plans may have no monthly
premium at all.

There are potential repercussions, though, that could make you wish that you sould have spent the additional
money for the insurance and stuck with traditional Medicare. &

The companies sponsoring a managed care plan might limit the numbef of dostors, tregpitals, and other health
care providers within the network. Also, they can abandon the Medicare kenefits program\if the insurance network
finds it unprofitable. This could leave you with significantly higher out-of-p
health has declined.

canceled.
Even though Medigap policies will not covet all the gaps\

¢ Lower their out-of-pocket costs, apd
e Get more health insurance covera

\
Some examples of Gaps i . ) . //}2 Medigap Policy May
Medicare covered servié Mﬂﬂlts NMIO Help Pay These Costs
1,100 fortheMirst 60 da
Hospital Stays > er day s61 - Yes
> $5 f ay$ 914150
Skilled Nursing%tays %3;02%\7\0&&) y for Yes
~ -

Bloogl/ > Cost o\ﬁh@‘ﬁ\nsjﬁ/pints Yes
M dlm yearly %Tﬁ\per % Yes

deductible

of Medicare-approved
amotint for most covered services
>50% of the Medicare-approved
amount for outpatient mental Yes
health treatment*
> Co-payment for outpatient
hospital services

Medicare Pa
services

*All Medigap policies must pay 50% coinsurance for outpatient mental health treatment services.

Source: Centers for Medicare and Medicaid Services http://www.cms.hhs.gov
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Note: Some Medigap policies also cover other extra benefits that aren’t covered by Medicare. Examples
include:

® Routine yearly check-ups.

® At-home recovery.

® Medicare Part B excess charges (the difference between the doctor’s charge and Medicare’s approved
amount). The excess charge only applies if the doctor doesn’t accept the assignment.

® Prescription drugs.

Maintain Your Independen

Statistics indicate that over half of all senior citizens (people over age 6 Squir g-term care. Research

statistics are below.?

30%0
ceive 2+
Care

With such g great risk, doesn’t evaryane peed insurance? After all, the cost of long-term care can run $6,400 or
more monthly in s fons-~So if you have an extra $200,000 to $300,000 to pay for long-term care, you can
self insure and just pay eut-of-pocket in case of mental or physical incapacity.

But if you want to remaix otir home, get quality in home care and do not have plenty of excess funds, then
you want insurance.

’ Penn State University Policy Research Institute 3/2/06.
10 Average daily rate for a private room is over $80,000 annually. Average daily rate survey of all 50 states and the District of Columbia.
MetLife Market Survey of Nursing Home and Home Care Costs, October 2010.
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How to Leave Assets to the Heirs

This whole arena of asset protection would be incomplete if I didn’t include a small section devoted to estate
planning. Many people not only want to protect their assets for themselves, but also for their heirs. If you do not
plan ahead, it’s easy to watch estate taxes and poor planning rip away the value of your estate.

First, let me mention a big mistake I see most retirees make regarding estate planning. Many times, I see a
single retired individual who makes an investment. Then he or she puts the name of his or her son or daughter on it
as a joint tenant because he or she knows that when he or she passes away, his ox her son or daughter will then
inherit that asset automatically. This is true.

However, such superfluous estate planning can lead to a very severe problem.
to be a physician and gets sued for malpractice and the son’s assets get
half of your investment because your son’s name is on it.

thatsqn, for example, happens
11 son appears to own

great mistake that a lot of married retireeg’make S A% aves everything to his wife.
The wife has a will and she leaves every the problem that maybe you’ve never been
told before. Each of us has $5 milliop I g alonhg assets to~Qur heirs, or we can leave our exclusion

very likely %
worth today,

isfortune of an early death. In that case, the first $10 million is not going to
52 million will, and unfortunately, the estate taxes are very high. On $2

11
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Total estate: $12 million
Potential exemption from tax: $10 million
Taxable estate: $2 million
Estate tax due: $900,000

Who pays that? Actually your heirs do. It comes right out of their inheritance. So, how do you protect it? It may
be very useful to invest in an insurance policy for you and your spouse in the amount of $900,000. What
specifically would you do?

The first step is for you to get a quote on what it would cost you to buy an'i licy for $900,000. Let’s
just assume that would cost you $16,994 a year. !! You would have to deposit that in awms each year.

5, 11ving wills, and directives for health care and powers of attorney. Please
financial situation so you can make the best possible decisions concerning

involving wills and~try
contact us for a complete

! Lincoln Financial Group, Guaranteed UL, Male, non-smoker preferred, Florida resident, rates effective 2/16/10, age 65. Note that the
purchase of life insurance incurs charges and commissions and potential surrender charges. Not everyone is insurable and actual costs will
depend on several factors including health.

12
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PHOTO
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About
Your Name

Rep Biography Here

Please note that securities representatives are always required to submit a copy of
their personalization along with the booklet to their designated compliance officers for
approval prior to use. As such, your personalization should accurately reflect your
education, previous employment, and qualifications. Additionally, please note that the
use of testimonials are restricted and sometimes fo den by federal securities law.
] y the street address of a
non-branch location must provide the address/And tele umber of the registered
branch office or Office of Supervisory{urisdiction ly supervising the
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About
Your Company Name

A Paragraph About Your Company Goes Here: Please be advised that contact information which provides the street
address of a non-branch location must provide the address and telephone number of the registered branch office or
Office of Supervisory Jurisdiction directly supervising the non-branch.

Bullet Point1 - Include your text here, include your text here, include your texthere, include your text
here, include your text here.

Bullet Point2 - Include your text here, include your text here, include your teXt herecinclude your text
here, include your text here.
here, include your text here.

Bullet Point4 - Include your text here, include your text k
here, include your text here.

Bullet PointS - Include your text here, include
here, include your text here.

your text

Bullet Point6 - Include your text here, ir
here, include your text here.

yere, /clude your text

Company Name
Any Street
our Town, ST 99999
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This booklet is protected by copyright laws. It may not be reproduced or distributed
without express written permission of the author.
Published by Financial Educators
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