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Is it time to review an inforce illustration of
your whole life or universal life insurance
policy? As Fee-Only advisors we don’t sell
insurance but we can and do review our
clients’ policies.

Low interest rates may be impacting the
performance of your policy. An inforce
illustration will show how your policy is
performing under the current expense and
interest rate environment and under a
guaranteed maximum expense and minimum
interest rate environment.

We’ve seen several recent inforce illustrations
showing that increased premiums are
necessary to prevent the policies from lapsing
in the future. If you are relying on current
dividends to pay the entire premium and they
are insufficient, your policy could eventually
lapse at a time when you need it to be there.
So it’s good practice to periodically request
and review an inforce illustration for each
whole life and universal life policy with your
insurance agent. Call SWA at 480.998.1798
for more details.

Until August...

The costs of long-term care
can be overwhelming,
potentially exhausting
retirement income and
savings. You may be
thinking about buying
long-term care insurance
(LTCI) to help cover some

of the potential costs of long-term care, but
LTCI can be expensive, and if you do buy the
coverage, you probably hope you never have to
use it. A complete statement of coverage,
including exclusions, exceptions, and
limitations, is found only in the LTC policy. It
should be noted that carriers have the
discretion to raise their rates and remove their
products from the marketplace.

The prospect of paying costly premiums for
LTCI that you may never use might not appeal
to you. But there are alternatives worth
considering.

Self-insure
You could use your personal savings and
retirement income to pay for long-term care
expenses (self-insurance). While this option
may be appealing, there may be some
drawbacks. Depending on the type of long-term
care, where that care is provided, and for how
long, it's possible that you could run out of
savings while still needing care. Also, using
your own savings and income for long-term
care costs may affect the financial well-being of
a spouse or other dependents. And you may
not have anything left to pass on to your heirs
when you die.

Life insurance to pay for long-term care
One of the risks of buying LTCI is that you may
spend thousands of dollars in premiums and
never use the insurance. As an alternative, you
may be able to use life insurance to help pay
for long-term care expenses. For instance,
some insurers offer policies that combine
long-term care insurance with permanent life
insurance. While these "combination" policies
may differ, they generally offer a pool of money
that can be used to pay monthly expenses
associated with long-term care. If you don't use
the policy for long-term care, then it will pay a

death benefit to your designated beneficiaries if
the policy is in force at your death.

Alternatively, you might be able to add an
acceleration rider to your life insurance policy
that will allow you to tap into (accelerate) your
death benefit for long-term care expenses.
Again, if you don't use the death benefit for
long-term care costs, the policy will pay the
death benefit to the beneficiaries you name in
the policy. In any case, before buying a policy,
you should have a need for life insurance and
you should evaluate the policy on its merits as
life insurance. Optional benefit riders are
available for an additional fee and are subject
to contractual terms, conditions, and limitations
as outlined in the policy and may not benefit all
investors. Any payments used for covered
long-term care expenses would reduce (and
are limited to) the death benefit and can be
much less than those of a typical long-term
care policy. Any guarantees are contingent on
the financial strength and claims-paying ability
of the issuing insurance company.

Medicaid
Medicaid is a joint federal and state
government program that helps people with low
income and assets pay for some or all of their
health-care bills, including some costs
associated with long-term care. Qualifying for
Medicaid and covered services is based on
federal requirements and eligibility rules, which
vary from state to state. Generally, to be eligible
for Medicaid, you must meet certain
preconditions, which include income and asset
levels that meet your state's eligibility
requirements. You may need to exhaust your
savings to qualify for Medicaid. Once the state
determines that you're eligible for Medicaid, the
state will make an additional determination of
whether you qualify for long-term care services,
based on whether you need assistance with
personal care and other service needs, such as
eating, bathing, dressing, toileting, and
transferring (to or from a bed or chair).
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The Health-Wealth Connection
It's a vicious cycle: Money is one of the greatest
causes of stress, prolonged stress can lead to
serious health issues, and health issues often
result in yet more financial struggles.¹ The clear
connection between health and wealth is why
it's so important to develop and maintain
lifelong plans to manage both.

The big picture
Consider the following statistics:

1. More than 20% of Americans say they have
either considered skipping or skipped going to
the doctor due to financial worries. (American
Psychological Association, 2015)

2. More than half of retirees who retired earlier
than planned did so because of their own
health issues or to care for a family member.
(Employee Benefit Research Institute, 2017)

3. Chronic diseases such as heart disease,
type 2 diabetes, obesity, and arthritis are
among the most common, costly, and
preventable of all health problems. (Centers for
Disease Control and Prevention, 2017)

4. Chronic conditions make you more likely to
need long-term care, which can cost anywhere
from $21 per hour for a home health aide to
more than $6,000 a month for a nursing home.
(Department of Health and Human Services,
2017)

5. A 65-year-old married couple on Medicare
with median prescription drug costs would need
about $265,000 to have a 90% chance of
covering their medical expenses in retirement.
(Employee Benefit Research Institute, 2017)

Develop a plan for long-term health ...
The recommendations for living a healthy
lifestyle are fairly straightforward: eat right,
exercise regularly, don't smoke or engage in
other risky behaviors, limit soda and alcohol
consumption, get enough sleep (at least seven
hours for most adults), and manage stress. And
before embarking on any new health-related
endeavor, talk to your doctor, especially if you
haven't received a physical exam within the
past year. Your doctor will benchmark important
information such as your current weight and
risk factors for developing chronic disease.
Come to the appointment prepared to share
your family's medical history, be honest about
your daily habits, and set goals with your
doctor.

Other specific tips from the Department of
Health and Human Services include:

Nutrition: Current nutritional guidelines call for
eating a variety of vegetables and whole fruits;
whole grains; low-fat dairy; a wide variety of
protein sources including lean meats, fish,
eggs, legumes, and nuts; and healthy oils.
Some medical professionals are hailing the
long-term benefits of the so-called
"Mediterranean diet." Details for a basic healthy
diet and the Mediterranean diet can be found at
health.gov/dietaryguidelines.

Exercise: Any physical activity is better than
none. Inactive adults can achieve some health
benefits from as little as 60 minutes of
moderate-intensity aerobic activity per week.
However, the ideal target is at least 150
minutes of moderate-intensity or 75 minutes of
high-intensity workouts per week. For more
information, visit health.gov/paguidelines.

... and long-term wealth
The recommendations for living a financially
healthy life aren't quite as straightforward
because they depend so much on your
individual circumstances. But there are a few
basic principles to ponder:

Emergency savings: The amount you need
can vary depending on whether you're single or
married, self-employed or work for an
organization (and if that organization is a risky
startup or an established entity). Typical
recommendations range from three months' to
a year's worth of expenses.

Retirement savings: Personal finance
commentator Jean Chatzky advocates striving
to save 15% of your income toward retirement,
including any employer contributions. If this
seems like a lofty goal, bear in mind that as
with exercise, any activity is better than none —
setting aside even a few dollars per pay period
can lead to good financial habits. Consider
starting small and then increasing your
contributions as your financial circumstances
improve.

Insurance: Make sure you have adequate
amounts of health and disability income
insurance, and life insurance if others depend
on your income. You might also consider
long-term care coverage.²

Health savings accounts: These
tax-advantaged accounts are designed to help
those with high-deductible health plans set
aside money specifically for medical expenses.
If you have access to an HSA at work, consider
the potential benefits of using it to help save for
health expenses.

"Always keep two things in
stock: crunchy vegetables and
an emergency savings
account."

Michael F. Roizen, MD, and
Jean Chatzky, personal finance
commentator

Authors of Ageproof: Living
Longer Without Running Out of
Money or Breaking a Hip

¹ American Psychological
Association, February 4,
2015; The Telomere Effect:
A Revolutionary Approach
to Living Younger, Healthier,
Longer, by Blackburn and
Epel; and Ageproof: Living
Longer Without Running Out
of Money or Breaking a Hip,
by Chatzky and Roizen

² The cost and availability of
life insurance depend on
factors such as age, health,
and the type and amount of
insurance purchased. A
complete statement of
coverage, including
exclusions, exceptions, and
limitations, is found only in
the policy. It should be
noted that long-term care
carriers have the discretion
to raise their rates and
remove their products from
the marketplace.
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Infographic: 4 Things to Do in the 4 Years Before College
College is a huge financial undertaking. With costs increasing every year and the prospect of too
much student debt at the forefront of many families' minds, it's more important than ever to be an
educated college consumer. Go into the planning process wisely with these four steps.
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IMPORTANT DISCLOSURES

The information presented here is
not specific to any individual's
personal circumstances.

To the extent that this material
concerns tax matters, it is not
intended or written to be used, and
cannot be used, by a taxpayer for
the purpose of avoiding penalties
that may be imposed by law. Each
taxpayer should seek independent
advice from a tax professional
based on his or her individual
circumstances.

These materials are provided for
general information and
educational purposes based upon
publicly available information from
sources believed to be reliable—we
cannot assure the accuracy or
completeness of these materials.
The information in these materials
may change at any time and
without notice.

What is a pet trust?
A pet trust is an arrangement
to provide for the care and
financial support of your pet(s)
upon your disability or death.
You fund the trust with

property or cash that can be used to provide for
your pet based on your instructions in the trust
document.

Your pet trust should name a trustee who will
carry out your instructions for the care of your
pet, including handling and disbursement of
trust funds and turning your pet over to the
person or entity you designate to serve as your
pet's caregiver. The trustee and caregiver could
be the same person or entity.

As with most trusts, you can create your pet
trust while you're alive (an inter vivos or living
trust) or at your death through your will (a
testamentary trust). In either case, you can
generally change the terms of your pet trust at
any time during your lifetime to accommodate
changing circumstances. If you create an inter
vivos trust, you can fund it with cash or property
either during your life (needed if the trust is to
care for your pet if you become incapacitated)
or at your death through your will. A
testamentary trust is only funded after you die.

Some of the instructions to consider for your
pet trust include: provisions for food and diet,
daily routines, toys, medical care and grooming,
how the trustee or caregiver is to document
expenditures for reimbursement, whether the
trust will insure the caregiver for any injuries or
claims caused by your pet, and the disposition
of your pet's remains.

You may also want to name a person or
organization to take your pet should your trust
run out of funds. Also consider naming a
remainder beneficiary to receive any funds or
property remaining in the trust after your pet
dies.

A potential problem arises if your pet is
expected to live for more than 21 years after
your death. That's because, in many states, the
"rule against perpetuities" forbids a trust from
lasting beyond a certain period of time, usually
21 years after the death of an identified person.
However, almost every state has laws relating
to pet trusts that address this issue in particular
and allow for the continued maintenance of the
trust, even if its terms would otherwise violate
the rule.

Note that there are costs and expenses
associated with the creation of a trust.

What is a rollover IRA, and do I need one?
Generally, the term "rollover
IRA" refers to an IRA that you
establish to receive funds from
an employer retirement plan
like a 401(k). A rollover IRA is

also sometimes referred to as a "conduit IRA."

When you roll funds over from an employer
plan to an IRA, your financial institution may
suggest that you use a rollover IRA to receive
the funds. Of course, you can transfer those
dollars to any other IRA you own at some future
date, because there's no legal requirement that
you keep your plan distribution in a separate
IRA. But even though separate IRAs are not
legally required, there are at least two reasons
to consider keeping your employer plan rollover
separate from your contributory IRAs.

The first reason to maintain a separate rollover
IRA deals with federal bankruptcy law. Your
IRAs are protected from your creditors under
federal law if you declare bankruptcy, but this
protection is currently limited to $1.28 million for
all your IRAs.1 The $1.28 million limit doesn't
apply, though, to amounts you roll over to an
IRA from an employer plan, or any earnings on
that rollover. These dollars are protected in full
if you declare bankruptcy, just as they would

have been in your employer's plan. Obviously,
it's easier to track the amount rolled over, and
any future earnings, if you keep those dollars
separate from your contributory IRAs. So a
rollover IRA may make sense if creditor
protection is important to you.

The second reason to maintain a rollover IRA is
that you might decide in the future that you
want to roll your distribution back into a new
employer's plan. In the distant past, employer
plans could accept rollovers only from rollover
(conduit) IRAs — rollovers from contributory IRAs
weren't permitted. Now, however, employer
plans can accept rollovers from both
contributory IRAs and rollover IRAs.2 Despite
this, employer plans aren't required to accept
rollovers, and they can limit the types of
contributions they'll accept. And while it's
becoming less common, some still accept
rollovers only from rollover IRAs. So keep this
in mind if you are contemplating a rollover back
to an employer plan in the future.
1 SEP and SIMPLE IRAs have unlimited protection
under federal bankruptcy law.

2 Nontaxable traditional IRA dollars can't be rolled
back into an employer plan.

Page 4 of 4


