savings in a year? What if
you had to do it for more
than one year?
The U.S. Department of
Health & Human Services
estimates that about 70%
of Americans will need
some kind of long term
care during their lifetimes.
Additionally, 69% of
Americans older than 90
have some form of disability – often a direct cause
for long term care.2
Why procrastinate? The
earlier you opt for LTC
coverage, the cheaper the
premiums may be. This is
why many people purchase
it before they retire. Those
in poor health or over the
age of 80 are frequently
ineligible for coverage.
What does it pay for?
Some people think LTC
coverage just pays for
nursing home care. That’s
inaccurate. It can pay for a
wide variety of nursing,
social, and rehabilitative
services at home and away
from home, for people
with a chronic illness or
disability or people who
just need assistance bathing, eating or dressing.3
How much will your
DBA be? DBA stands for
Daily Benefit Amount the maximum amount that
your LTC plan will pay
per day for care in a nursing home facility. You can
choose a Daily Benefit
Amount when you pay for
your LTC coverage, and
you can also choose the
length of time that you
may receive the full DBA
on a daily basis. The DBA
typically ranges from a
few dozen dollars to hundreds of dollars. A small
number of these plans offer you “inflation protec-

tion” at enrollment, meaning that every few years,
you will have the chance
to buy additional coverage
and get compounding - so
your pool of money can
grow.

Your Annual Financial
To-Do List 2014
Things you can do before & for 2014.
1 - irs.gov/uac/Nine-Tips-for-Charitable-Taxpayers [5/16/13]
2 - kiplinger.com/article/taxes/T052-C005-S001-charities-give-stocksinstead.html [12/27/12]
3 - nolo.com/legal-encyclopedia/five-things-business-owners-canbefore-december-31-lower-their-taxes.html [12/12]
4 - irs.gov/Retirement-Plans/RMD-Comparison-Chart-%28IRAs-vs.Defined- Contribution-Plans%29 [4/16/13]

What financial, business or
life priorities do you need
to address for 2014? Now is
a good time to think about
the investing, saving or
budgeting methods you
could employ toward specific objectives.
What can you do to lower
your 2013 taxes?
Here are a few options that
may prove convenient:
*Make a charitable gift
before New Year’s Day.
You can claim the deduction on your 2013 return,
provided you use Schedule
A. The paper trail is important here.
If you give cash, you need
to document it. Even small
contributions need to be
demonstrated by a bank
record, payroll deduction
record, credit card statement, or written communication from the charity with
the date and amount.
Are you gifting appreciated
securities? If you have
owned them for more than a
year, you will be in line to
take a deduction for 100%
of their fair market value
and avoid capital gains tax
that would have resulted
from simply selling the

stock, fund or bond and
then donating those proceeds. (Of course, if your
investment is a loser, then it
might be better to sell it and
donate the money so you
can claim a loss on the sale
and deduct a charitable contribution equivalent to the
proceeds.)2
*Contribute
more to your
“Now is a good
retirement
time to think
plan. If you
haven’t turned
about the invest70½ and you
participate in a
ing, saving or
traditional
budgeting
(i.e., nonRoth) retiremethods you
qualified recould employ
tirement plan
or have a tratoward specific
ditional IRA,
objectives.
you can reduce your
2013 taxable income by the
amount of your contribution.
If you are self-employed and
don’t have a solo 401(k) or
something similar, consider
establishing and funding a
plan before the end of the
year.
*Make a capital purchase. If
you buy assets for your business that have a useful life of
more than one year - a truck,
a computer, furniture, what-

ever, those purchases are a
capital expenses. For 2013,
the Section 179 deduction
can be as much as $500,000
(although it is ultimately
limited to your net taxable
business income). First-year
bonus depreciation is set at
50% for most purchases of
new equipment and software in 2013. It is uncertain
if 2014 deductions will be
as generous.3
*Open an HSA. If you
work for yourself or have a
very small business, you
may pay for your own
health coverage. If you
set up and fund a

Health Savings Account in 2013, you can
make fully deductible
HSA contributions of up to
$3,250 (singles) or $6,450
(married couples). Catchup contributions of up to
$1,000 are allowed for
those 50 or older.3
*Practice tax loss harvesting. You could sell underperforming stocks in your
portfolio – enough to rack
up at least $3,000 in capital
losses. If it ends up that
your total capital losses top
all of your capital gains
this year, you can deduct up
to $3,000 of capital losses

from this year’s income. If
you have over $3,000 in
capital losses, the excess
rolls over into 2014.2,3
What else should you consider as 2013 turns to
2014?
*Can you contribute the
maximum to your IRA on
January 1? The rationale
behind this is that the
sooner you make your contribution, the more interest
those assets have the potential to earn. If you haven’t
made your 2013 IRA contribution, you still have until April 15, 2014 to do
that.3
*Review your withholding
status. Should it be adjusted due to any of the following factors?
>> You tend to pay a great
deal of income tax each
year.
>> You tend to get a big
federal tax refund each
year.

>> You recently married or
divorced.
>> A family member recently passed away.
>> You have a new job at a
much greater salary.
>> You started a business
venture or became selfemployed.
*If you are retired and
older than 70½, remember your RMD. Retirees
over age 70½ must begin
taking Required Minimum
Distributions from traditional IRAs, and Roth 401
(k)s and all employersponsored retirement plans
by December 31. The IRS
penalty for failing to take
an RMD equals 50% of the
RMD amount.4
*Would it be worth making a 13th mortgage payment this year? If you
have a fixed-rate loan, a
lump sum payment can reduce the principal and the
total interest paid on it by
that much more.

*Are you marrying in
2014? If so, why not review
the beneficiaries of your
workplace retirement plan
account, your IRA, and
other assets? In light of
your marriage, you may
want to make changes to
the relevant beneficiary
forms. The same goes for
your insurance coverage. If
you will have a new last
name in 2014, you will
need a new Social Security
card. Additionally, you and
your spouse no doubt have
individually particular retirement saving and investment strategies. Will they
need to be revised or adjusted with marriage?

- Barbie

Fun Financial Fact
More Monopoly money is printed each year than U.S. currency.

Medicare is not long
term care insurance.
Medicare will only pay for
the first 100 days of nursing home care, and only if
1) you are getting skilled
care and 2) you go into the
nursing home right after a
hospital stay of at least 3
days. Medicare also covers
limited home visits for
skilled care, and some hospice services.
Medicaid can actually pay
for long term care – if you
are destitute. Are you willing to wait until you are
broke for a way to fund
long term care?4
Why not look into this?
You may have heard that
LTC insurance is expensive compared with some
other forms of coverage.
But the annual premiums –
in the vicinity of $2,0002,500 for the typical policy
right now – are cheap
compared to real-world
LTC costs.3
- Mico

1 - www.genworth.com/dam/Americas/
US/PDFs/Consumer/
corporate/131168_031813_Executive%
20Summary.pdf [3/18/13]
2 - longtermcare.gov/the-basics/whoneeds-care/ [3/18/13]
3 - www.marketwatch.com/story/longterm-care-coverage-worth-the-price2012-12-04 [12/4/12]
4 - www.medicare.gov/longtermcare/
static/home.asp [8/3/12]
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Pension Questions P.1

Create a pool of healthcare dollars that will grow
in any market.
How will you pay for
long term care? The sad
fact is that many people
don’t know the answer to
that question. But a solution is available.
As baby boomers leave
their careers behind, long
term care insurance can
become very important in
their financial strategies.
The reasons to get an
LTC policy after age 50
are very compelling.

A Glimpse at Our Year in Workshops

this issue

In 2013, the median annual cost of a private
room in a nursing home
was $83,950 or $230 per
day – up 3.6% from 2012.
In the past five years, the
cost has risen about 4.5%
annually.
*A private one-bedroom
unit in an assisted living
facility has a median cost
of $3,450 a month, or
$41,400 annually. It was
4.5% cheaper last year.
*The median payment to
a non-Medicare certified,
state-licensed home
health aide is $19 an hour
in 2013, up 2.3% from
2012.1
Can you imagine spending an extra $40-85K out
of your retirement

Annual Financial To-Do List P.2
Fun Financial Fact P.3
Our Year in Workshops P.4

Pension Questions After Detroit Bankruptcy
On July 18, Detroit became the
largest American city to file for
Chapter 9 bankruptcy. What will
happen to the pensions of its
20,000+ retired public employees?
There is a possibility they could
be reduced – perhaps greatly. In
the wake of Detroit’s fiscal problems, current
and future pension recipients across the country
are wondering about the stability and amount of
their promised incomes.1,2
In Michigan, the fate of the pension checks for
these employees may be determined in the
courts. While a federal judge is overseeing Detroit’s bankruptcy proceedings, Michigan’s state
constitution states that pension benefits can’t be
altered. On July 24, the aforementioned federal
judge froze assorted state-court lawsuits brought
against the city arguing that the bankruptcy filing was unconstitutional (at the state level). As
much as Detroit might want to scale back pensions for fiscal relief, it may be prohibited from
doing so.1
When pensions shrink after municipal bankruptcies, how bad is it? For a sobering example, look at Central Falls, RI, which filed for
bankruptcy in 2011. Following that declaration,
the city whittled away more than 50% of the
pension checks issued to a third of its retirees.
For example, the average retired firefighter’s
annual pension income went from $68,414 to
$30,786.2
Municipal pensions aren’t the only ones at risk.

Polaroid went bankrupt, and as a consequence,
its retirees are receiving pension checks courtesy of the federal Pension Benefit Guaranty
Corp. (PBGC) – checks that, as MarketWatch
columnist Robert Powell recently noted, represent “a fraction of what they were supposed to
receive.” The biggest multiemployer pension
fund in America is that of the Teamsters (the
Teamsters’ Central States, Southeast & Southwest Pension Plan). When 2012 ended, it held
$17.8 billion in assets. Its liabilities were at
$34.9 billion.2
The worst-case scenario is worth considering
– just in case. If you receive a pension or are in
line for one, developments like these may give
you pause. It might be time to ask “what if” –
what options you might have if your pension
shrinks.
Suppose your pension income was cut 20-30%.
What choices would you make?
With too many pensions on shaky ground these
days, a conversation with a financial professional about these what-ifs is a very good idea.
- Shawn
1 - nation.time.com/2013/07/25/the-wages-of-bankruptcy-stocktonscautionary-tale-for-detroit/ [7/25/13]
2 - marketwatch.com/story/will-your-pension-disappear-post-detroit-201307-24 [7/24/13]

