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Financial Uncertainty 
PreParedness checklist

This Financial Uncertainty Preparedness Checklist outlines more than 40 actions you and your financial 
adviser should take to ensure that there are no dangerous gaps in your financial plan. Once you’ve 
completed this checklist, you’ll rest easy knowing that you are on track to achieve your financial goals.

This icon identifies a Keating 101 Series briefing. Each 4-page briefing is highly  
visual and answers a common financial planning question clearly and succinctly.

❑  1. Uncertainty Preparedness

 • Establish a savings account with at least 6 to 12 months’ worth of expenses (24 months for retirees).

❑  2. Financial Planning

 • Create a written, date- and dollar-specific financial plan.

 • Define all financial goals.

 • Perform a risk analysis to establish the baseline likelihood of achieving those goals; track continuously.

 • Quantify how savings influence achievement of goals; establish a corresponding monthly savings plan.

 • Establish 529 accounts to fund children’s or grandchildren’s college expenses (if applicable).

 • Optimize retirement plan funding and investments.  

❑  3. Portfolio Review

 • Verify that your current asset allocation is optimized to maximize the probability of achieving your financial  
  goals; revise as necessary.

 • Understand every security you own, why you own it, and how it fits into your overall asset allocation.

 • Ensure that your portfolio maximizes diversification while minimizing costs and taxes.

 • Stress test the portfolio for worst-case scenarios to make sure you can meet your goals.

 • Reduce or eliminate concentrated positions.

❑  4. Retirement Planning

 • Define your vision of retirement, including a spending plan.

 • Create a comprehensive cash management plan that generates the required retirement income streams to  
  match the spending plan.

 • Download your Social Security benefit statement and verify its accuracy.  

 • Review your Medicare options and choose appropriate programs.

❑  5. Legacy Goals

 • Define family gifting goals and philanthropic gifting goals.

 • Protect intergenerational transfers of assets from the impact of taxes.
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❑  6. Balance Sheet Management

 • Review loans and optimize borrowing.

 • Consider establishing a line of credit.

❑  7. Insurance Review

 • Establish a life insurance strategy. 

 • Review your disability insurance policy.

 • Review your health insurance policy.

 • Review your home insurance for replacement cost coverage.

 • Perform an expanded insurance review, including umbrella insurance, traveler’s insurance, pet insurance,  
  and an inventory of vehicles and other hard assets.

 • Confirm that the scope and amount of coverage for all policies is adequate.

 • Review all beneficiaries for all plans (including defined contribution plans).

❑  8. Health Care

 • Establish a health savings account (HSA), if applicable.

 • Create a long-term care plan.

 • Establish a medical screening and preventive health care plan.

❑  9. Estate Planning

 • Hire an estate attorney to draft or update your will and other estate planning documents, or do it yourself.  

 • Hire a financial adviser both spouses like.

 • Track all financial accounts and assets, and update regularly (either through a financial adviser or online service).

 • Use a digital password aggregator (see below).

 • Make sure each spouse’s will gives the executor permission to manage digital assets.

 • Set up bank and other financial accounts to which a surviving spouse will need immediate access in both  
  spouses’ names or as “transferable on death” from one spouse to the other. (Some types of accounts in one  
  spouse’s name alone typically go through probate and may not be immediately accessible.) Consult with an  
  estate attorney before retitling accounts if you think you may owe federal or state estate tax.

❑10. Cybersecurity, Safety and Documentation

 • Use a digital password aggregator to keep track of log-in information for online accounts, and keep the  
  password with your wills information for online accounts.

 • Collect records of all accounts, computer files, photos of personal property, inventory of vehicles, and  
  confirmation of financing and ownership.

 • Collect a record of safes, storage units and safe deposit boxes, including access information for each.

 • Establish a strategy for identity theft protection.
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What’s Medicare?
Medicare is the federal health insurance program for people age 65 or older and for certain younger people 
with disabilities. The enrollment period begins three months before your 65th birthday and continues for four 
months afterward. Without a qualifying exemption, failing to take action during this seven-month window can 
lead to significant, permanent financial penalties. Enrolling even a few months late will increase your premium 
for as long as you have Medicare. Thus, it’s critical to make timely, informed decisions. This briefing will help 
you navigate the complexities of Medicare, so you can make the best choices for your own situation.


The ABCDs of Medicare
Five different insurance programs constitute Medicare. The federal government manages Parts A and B, which are 
collectively referred to as “Original Medicare.” Private insurance companies offer Part C (Medicare Advantage), 
Part D (Prescription Drugs), and Medigap.


On their own, Parts A and B do not provide complete health insurance coverage. For example, they don’t 
cover prescription drugs, dental care, or vision care. In addition, without supplemental coverage, you’ll pay 
annual deductibles and 20% coinsurance for all expenses. To span these coverage gaps, you can purchase a 
supplemental Medigap policy or bundle all your benefits in a Medicare Advantage plan.


Our recommendation
The primary difference between Medigap and Medicare Advantage plans is cost. Medigap plans typically have 
higher monthly premiums, but Medicare Advantage covers fewer expenses and may leave you with more out-
of-pocket expenses. Because Medigap plans provide the greatest flexibility and coverage over the long term, 
we recommend these policies for those who can afford them.
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Eligibility and costs
Not everyone is eligible for Medicare. If you’re not a U.S. citizen, you must be a permanent legal resident who 
has lived in the United States for at least five years. Additionally, you must be at least 65 years old or have 
received disability benefits for at least two years.


If you’ve paid Social Security and Medicare taxes on your wages for at least 40 quarters, you won’t pay a premium 
for Part A. The current monthly premium is $252 for those who have paid into the system for at least 7.5 years 
and $458 for those with shorter work histories. You can continue working to fulfill the 10-year work minimum 
after you turn 65.


Work history does not affect your premiums for Part B. If you’re not eligible for free Part A, you can opt out of 
it and enroll just in Part B, but you won’t have coverage for hospital visits. 


Choosing between Medicare Advantage and Original Medicare
You have two options to supplement Original Medicare. One is to add Part D and a Medigap policy. The other is to 
opt for Medicare Advantage, which typically includes Part D. You cannot use Medicare Advantage and Medigap 
simultaneously.


1 Gretchen Jacobson et al., “Medicare Advantage 2020 Spotlight: First Look,” KFF, October 24, 2019.
2 Gretchen Jacobson et al., “A Dozen Facts About Medicare Advantage in 2019,” KFF, June 6, 2019.
3 Hillary Hoffower, “Medicare Isn't Enough for Retirees - Here's How Much Extra Coverage Costs in Every State, Ranked,” Business Insider, June 17, 2018.
4 Juliette Cubanski and Anthony Damico, “Medicare Part D: A First Look at Prescription Drug Plans in 2020,” KFF, November 14, 2019.
5 “Medicare Advantage Plans,” KFF, 2019.


State differences
The number of Medicare Advantage plans available varies dramatically from state to state, with none in Alaska 
and 254 in Florida.5 Medigap premiums also vary by state, but most states offer 10 different plans with distinct 
sets of standardized coverage. 


Switching plans and “guaranteed-issue” rights
The decisions you make when you turn 65 will, in most cases, fix your health insurance options for years to 
come. Providing you make timely premium payments, Medigap policies are guaranteed to be renewable  
annually—even if you have health problems. Although costs typically rise over time, your benefits won’t change.


However, if you drop your Medigap policy, there’s no guarantee you’ll be able to get it back. After the initial 
Medicare enrollment period, moving to a different state not covered by your Medicare Advantage plan is one 
of the few ways to receive a guaranteed-issue right. Even then, you may be limited in your choice of plans, 
depending on your state. 


Medigap (+ Part D) Medicare Advantage
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✔
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✗


• Most U.S. doctors and facilities accept  
 Medicare


• Greater flexibility for individuals who  
 spend time in multiple states


• Some plans cover medical care when  
 traveling outside the country


• Benefits remain constant year to year
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 for Medigap + $42 for prescriptions, in  
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• All benefits on one card
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Enrollment 
The enrollment period for Parts A, B and D of Medicare is the seven-month window beginning three months 
before your 65th birthday.


Most people don’t pay a monthly premium for Part A, so unless you contribute to a health savings 
account (HSA), there is no reason to delay enrollment. For those who do not qualify for free Part 
A premiums, the financial penalty for late enrollment lasts twice the number of years you delay 
beyond your enrollment period.


Without a qualifying exemption, failure to enroll during your designated window can result in 
a late-enrollment penalty of a 10% premium increase for every year past the enrollment period. 
This penalty lasts for as long as you are enrolled in Medicare.


Medicare Advantage. During the annual open enrollment period (October 15 – December 7), you can 
switch from Original Medicare to a Medicare Advantage Plan.


After the initial enrollment period, without a qualifying exemption, there is a 1% increase in 
the plan’s premium for each month you delay enrollment. You can change your plan during the 
annual open enrollment period.


If you buy any Medigap policy within six months of signing up for Part B, you will pay the same 
price as a person in good health. Outside this window, there’s no guarantee you’ll be able to get 
coverage, and if you do, your rates will likely be higher.
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Still working at age 65
If you are still working at age 65, you may need to follow a customized approach for Medicare enrollment. 
For example, you may be able to defer enrollment in Parts A and B without financial penalty, depending on the 
size of the company you work for and whether you receive Social Security benefits. Navigating the decision 
tree is complicated, so we recommend you consult with your employer’s human resources department.


Assumes adequate employer coverage and qualification for Medicare at age 65


Start
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for major medical and drugs?


Sign up for Medicare and stop monthly HSA contributions
• Enroll in Medicare the month before the month you turn 65 to 


avoid gaps in coverage.
• Stop monthly HSA contributions to avoid tax penalties.


Stop HSA contributions and opt out of Medicare Part B
• Once you start Social Security benefits, you will automatically be 


enrolled in Part A, retroactive to the lesser of six months or age 65.
• Tax penalties apply if you are enrolled in Part A and contribute to 


an HSA. Contact Medicare.gov to opt out of Part B.


Sign up for Part A
• Part A is free for people who paid payroll taxes for 40 quarters 


(10 years) and employer coverage is usually primary.
• If you want to contribute to an HSA in the future, do not sign 


up for Social Security benefits and disenroll from Part A.


Do not sign up for Medicare
• HSA contributions while on Medicare will result in tax penalties.
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Savings Account (HSA)?
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Have you filed or will you file 
for Social Security benefits 
within 6 months?
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65 and Working:  Should I Sign Up for Medicare?


Source:  J.P. Morgan Guide to Retirement, 2020 Edition.
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June 2020
6 “Who Pays for Long-Term Care?” LongTermCare.gov, October 10, 2017. 


Annual growth


6.0%


5.4%


0


2,500


5,000


7,500


10,000


12,500


15,000


$17,500


Age 95
(2050)


In 2020 Dollars


3,310


1,130


2,590


3,060


6,720


$16,810


$14,220


Age 65
(2020)


1,730


630


1,000


1,940


$5,300


Original Medicare Costs in Retirement
(in 2020 dollars)


Uncertainties (health 
care inflation variability, 
Medicare solvency issues)


Vision, dental & hearing


Medigap Plan G and the 
$189 Part B deductible 
(G covers Parts A and B 
co-pays and the Part A 
deductible)


Part D premiums and 
prescription out-of-
pocket costs (may vary 
widely)


Part B (doctors, tests & 
outpatient hospital 
insurance)


Source:  J.P. Morgan Guide to Retirement, 2020 Edition.


Part B premiums
Your monthly premium for Part B is based on 
your modified adjusted gross income from two 
years prior, as reported on your individual 
tax return. If your income has changed, you 
can file an appeal.


Planning for inflation
Health care costs have been rising 5% annual-
ly, twice the base inflation rate for most other 
goods and services. You have to plan not only 
for a rise in insurance costs as you age but 
the increasing costs of health care generally. 
Consider maintaining an emergency reserve 
fund for high out-of-pocket cost periods. The 
nearby illustration shows how costs grow 
over time, based on an annual increase of 
5.4%. The second bar bakes in an additional 
contingency for uncertainties, reflecting a 
total annual growth in costs of 6.0%.


Long-term care
Despite a majority of Americans needing 
long-term care later in life, even the most 
comprehensive Medigap policies do not cover 
long-term assistance with daily activities such 
as eating and bathing. Parts A and B cover 
long-term care only if you require skilled medical services or rehabilitative care. While the average stay in a 
nursing home is 835 days, the average stay covered by Medicare is only 22 days.6 Some Medicare Advantage 
plans now offer supplemental benefits such as in-home care coverage, but these are insufficient for long-term 
care. For more information, see our “Long-Term Care 101” briefing.
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Why Have Life Insurance?
For many people, buying a life insurance policy is a smart move that ensures financial safety for family and 
loved ones. Life insurance provides a death benefit that can replace your earnings and also extinguish liabilities 
such as a mortgage. In short, the purpose of life insurance is to enable your dependents to continue to live 
their lives and achieve their financial goals without interruption despite your death. Knowing that your family 
will be able to carry on in your absence also offers substantial peace of mind.


How Much Insurance Do I Need?
How much life insurance you need varies based on personal and financial circumstances, but the amount should 
be enough to replace your income and cover your dependents’ current and future expenses. Calculating the 
appropriate amount of life insurance depends entirely on your individual situation. Factors to consider include 
your age, the amount of income that needs to be replaced, other sources of income, and total assets and 
liabilities. With the aid of sophisticated financial planning software, and based on a series of assumptions and 
preferences, the ideal amount can be determined with precision. Here, we simply offer some basic rules of 
thumb to generate a ballpark estimate of the required death benefit. This can serve as a useful starting point 
for those without access to financial planning software.


What Type of Insurance to Buy
Always buy term life insurance. The reasons why are explained on pages 2 and 3.


Rule of Thumb: 12x Income
A simple rule of thumb is that your capital account should always be 12x your annual income. In this context, 
we define capital account as the value of your investment portfolio plus the death benefit of your life insurance 
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policy. Therefore, as the value of your investments increases, the amount of life insurance coverage needed 
to maintain this ratio correspondingly declines. Conversely, if your capital account remains the same but your 
income increases, the required death benefit also increases.


Death Benefit Amount Calculation
Here’s a simple illustration using the 12x rule:


➤ You are a 35-year-old with a $100,000 annual income and you have $200,000 in investments. 
Your target capital account value is $1,200,000 (12 x $100,000 income), so your required death 
benefit is $1,000,000 ($1,200,000 – $200,000 portfolio value).


➤ Fast forward 10 years to age 45. Assume your income has remained at $100,000 but your 
investment portfolio has grown to $400,000. Your target capital account value is still $1,200,000 
(12 x $100,000), but the required death benefit has decreased to $800,000 ($1,200,000 – $400,000).


➤ Conversely, if your income has increased to $150,000, your target capital account value would 
now be $1,800,000 (12 x $150,000), so your required death benefit would increase to $1,400,000 
($1,800,000 – $400,000).


Critical Implicit Assumptions
The 12x rule of thumb is based a series of critical implicit assumptions, including the following:


• All debts are to be repaid and extinguished immediately upon the policyholder’s death, especially any 
home mortgages.


• Apart from the spouse’s employment income, there are no other sources of income.


• There is a desire to make no adjustments of any kind to the family’s lifestyle, basic living expenses, or 
financial goals.


• There are no other financial assets.


Types of Insurance
There are two basic life insurance options: term and permanent. Term lasts for a specific, pre-set period. Permanent 
lasts a lifetime and typically comes in three varieties: whole life, universal life and variable life. Both types of 
insurance provide a death benefit. We strongly recommend purchasing term life insurance only.


Term
Term insurance does not accumulate cash value because it doesn’t have a savings component. Your health and 
age will determine not only how much insurance you should buy, but for how long you’ll want to get it. Life 
insurance rates increase with age. Ideally, the older you get, the less coverage you’ll need, because you will 
have more assets, less debt and fewer future obligations.


Permanent
Permanent life insurance is designed to stay in place for your entire life. This type of policy offers a death  
benefit but can also be used as a savings or investment vehicle. Permanent coverage usually costs more than  
a term life insurance policy. There are three primary types of permanent insurance to choose from:


 Whole life insurance offers fixed premiums for as long as the policy is in effect. As you pay your premiums, 
you can build up cash value in the policy. Depending on the insurance company, you may be able to 
receive dividend payments from the policy.


 Universal life insurance offers a little more flexibility than whole life coverage. The policy is attached to 
an interest-bearing account, and you can adjust your death benefit or premiums within certain limits. 
Generally, you can withdraw or borrow against funds held in the account as long as your premiums are 
covered. Just keep in mind that any unpaid loans will reduce the amount of the death benefit payable.
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 Variable life insurance policies offer a broader range of investment choices. Variable life insurance may 
prove a better choice for those more comfortable taking on a higher degree of risk. The value of the 
policy is tied to market performance. This means your benefits and premiums may decrease or increase 
over time. You can also borrow against this type of policy, but outstanding loans will diminish your 
death benefit.


Why Term Is Always the Best Choice
The primary purpose of life insurance is to replace income when the insured dies. Term life insurance does 
that and nothing more. It is simple, easy to understand, and affordable.


Permanent life insurance, by contrast, is extraordinarily complex because it combines a death benefit with a 
savings plan, called the cash value. Because of the large sales commissions embedded in the cost of permanent 
life insurance, the products are expensive and not consumer-friendly.


The extra premiums you’d pay for one of these plans should earn more if invested separately in an index fund, 
even if the permanent life insurance plan offers an index investment option. This is because a significant 
portion of the higher premiums for permanent life insurance end up in the pockets of the insurance agent 
and company, not in your investment vehicle. Not only does term life insurance offer the opportunity to 
accumulate more savings independently, but if you need to withdraw money from your separate index fund 
investment, it won’t affect the death benefit on your term life policy. The one potential benefit of a permanent 
life insurance policy is the ability to make tax-free withdrawals.


Tax Treatment of Life Insurance Death Benefits
Do Beneficiaries Pay Taxes on Death Benefits?
Typically, no. In most cases, when the beneficiary of a life insurance policy receives the death benefit, this 
money is not counted as taxable income, so the beneficiary does not have to pay taxes on it. 


As always, you must consult with your tax adviser to determine the tax treatment for your specific circumstances.


Some people really don’t need life insurance. Here are a few examples:


Retirees. Many retirees have no future obligations that need to be funded, or any obligations 
they do have can be adequately funded from existing financial assets.


Self-insured. Those who have sufficient financial assets may not need life insurance.


Young singles. If you’re single and don’t have kids, you likely don’t need any life insurance. 
But you still might want to be prepared in case your status changes, since premiums are lower 
for young, healthy people.


Who Doesn’t Need Life Insurance?



1
2
3





Caution:  If your employer provides group coverage as part of your benefits package or offers subsidized 
coverage through a group life insurance plan, you might think you don’t need to buy your own individual 
policy. However, the coverage provided by your employer might not meet your needs, nor do you want to 
have to scramble for new coverage when you change jobs. So it’s best to consider group coverage a nice 
bonus rather than a substitute for personal life insurance.
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Estate and Inheritance Taxes
In some cases, life insurance proceeds are paid to the estate of the deceased. This often happens when the 
policy’s beneficiary dies before the policyholder and no contingent beneficiary has been named. The death 
benefit adds to the value of the estate, which may be subject to estate taxes or inheritance taxes. The easiest 
way to avoid this situation is to name primary and contingent beneficiaries for your life insurance policy.


High Net Worth Estates
For 2020, the federal estate and gift tax exemption is $11.6 million per individual. This means an individual 
can leave $11.6 million to heirs without the estate having to pay any federal estate or gift tax. For a married 
couple, this amount is doubled.


An irrevocable life insurance trust, or ILIT, is a type of living trust that’s specifically set up to own a life insurance 
policy, and one that is often used as an estate planning tool for high net worth estates. Death benefits are 
deposited into the ILIT when the insured dies, and the money is held in trust for the benefit of the individuals 
named in the trust documents. Determining the insurance planning needs of high net worth estates is a highly 
specialized field and far beyond the scope of this briefing. Individuals or couples whose estates fall into this 
category should always work with qualified experts and estate planning advisers to determine what’s best for 
their specific situations.


March 2020


Important Legal Disclaimer:  We are not an insurance agency and are neither licensed nor qualified to 
render insurance recommendations or advice of any kind. Moreover, insurance is a specialty area that 
requires a subject matter expert to advise on the particulars of a given situation. The best course of 
action is to consult a qualified, licensed insurance expert in your state.








Disability insurance 101


Overview
Without disability insurance, you are exposed to considerable financial risk if you become disabled and are 
unable to work. While it is more common to have life insurance than disability insurance, you are far more 
likely to become disabled than to die before reaching retirement age. Because the chances of losing earnings 
to disability are so high, we advise our clients to make sure they have coverage at least equal to 60% of their 
pre-tax income.


The goal is to insure your most valuable asset:  your ability to earn an income.


Disability insurance is not overly complex, but there are some technical terms and nuances that are important 
to understand. Unlike car insurance, disability insurance is not readily available online. To secure coverage 
tailored to meet your individual situation, you’ll need to work with a reputable agent.


Benefits should equal at least 60% of pre-tax income
There are two disability benefits that combine to enable people to replicate their post-tax income: private 
disability insurance and supplemental sources, such as Social Security Disability Insurance.


 Private disability insurance. Since you pay for private coverage with after-tax dollars, the benefits you 
receive are not taxed. With coverage equal to 60% of your pre-tax income, your monthly disability benefit 
will be close to your previous monthly income.


 For example, assume you earn a salary of $100,000 per year ($8,333/month) with a 25% income tax rate.  
Your net monthly pay would be $6,250 [$8,333 gross pay - $2,083 in taxes]. Your disability benefit, by 
comparison, would be $5,000 per month [$8,333 gross pay x 60%].


The following chart shows how the two benefits combine to replicate monthly post-tax income.
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 Supplemental sources. The gap between your net pay and your disability benefit can be covered through 
supplemental sources, such as coverage available through an employer plan or SSDI. Typically, employer 
plans permit disability insurance to be purchased by the employee at favorable rates in addition to any 
benefit your employer may provide. The other major supplemental source of disability insurance is SSDI, 
and the average SSDI payment is about $1,250 per month.1 Continuing with our example, SSDI would 
raise your monthly disability benefit to $6,250, equal to your prior monthly income.


1 “The Importance of Disability Coverage in Uncertain Times,” The Council for Disability Awareness.
2 Johanna Maleh and Tiffany Bosley, “Disability and Death Probability Tables for Insured Workers Born in 1999,” Social Security Administration, August 2019.
3 “What’s Your Personal Disability Quotient (PDQ)?,” The Council for Disability Awareness.


60% maximum rationale



Insurance companies generally cap 
the disability benefit at 60% of 
your income to ensure you have 
an incentive to return to work.


Other important considerations
Typically, private coverage is available for income up to $400,000 
per year ($20,000/month of disability benefit), although most 
providers allow you to “stack” coverage by adding a policy from 
another company. Larger coverage and/or lump sum benefits can 
be available in specialized circumstances.


Do I really need disability insurance?
According to the Social Security Administration, one out of every 
four 20-year-olds who enter the workforce will become disabled 
for a year or more before reaching retirement age.2 Long-term 
disability insurance offers the peace of mind that comes with knowing your income will be secure even if you 
are unable to work for an extended period of time due to injury or illness.


If you do become disabled, statistics indicate there’s a significant likelihood you will be unable to work for 
quite a while. For example, a 35-year-old person with a disability lasting 90 days or longer has a 38% chance 
of that disability lasting at least five years.3 Moreover, the serious financial repercussions of disabilities are 
well-documented; historically, disabilities have caused many home foreclosures and bankruptcies.


What to know before buying a policy
There are six major factors to consider when evaluating a disability insurance policy.


Elimination period


If you become disabled, your policy will not begin paying out benefits right away. You 
are expected to cover your own expenses during the “waiting period” or “elimination 
period,” which is typically 90 days, though it varies by policy.


Occupation class (best to worst)


One determinant of your policy premium is your occupation “class.” When you apply 
for insurance, your occupation is matched with a class based on how risky your job is. 
The lowest-risk class includes architects and attorneys, while the highest-risk (insurable) 
class includes carpenters and mechanics.


Policy definitions (“own occupation” vs. “any occupation”)


One crucial policy definition to consider is “own occupation” coverage versus “any 
occupation” coverage. Under the former, if you become disabled and are no longer able 
to perform your chosen occupation, then you will be covered. Under “any occupation” 
coverage, you have to be unable to perform any occupation in order to receive benefits. 
Whenever possible, we advise you to protect your income more completely by selecting 
own occupation coverage.



















Disability insurance 101Page 3


Benefit amount


This feature is straightforward: It is the amount your policy pays out each month if you 
become ill or injured. The higher the benefit amount, the more expensive the policy 
premium. We recommend maximizing your coverage at 60% of income, subject to the 
cap for high income earners.


Benefit length (or “benefit period”)


The benefit period designates how long your monthly benefits will be paid out for a 
long-term disability. Periods may be as short as two years or as long as up to retirement 
age. While a five-year period might cover the length of many long-term disabilities, we 
suggest prioritizing peace of mind and covering your income through retirement.


Policy riders


There are a litany of policy options outside of the scope of this briefing, but one worth 
highlighting is the “future purchase option,” which allows you to increase your coverage 
automatically when your salary increases without having to go through medical under-
writing again.


How to obtain disability insurance
The best time to buy disability insurance is when you are young and healthy, as that is when it is easiest to 
obtain. However, it’s never too late to get the coverage you need.


With the exception of auto insurance, the insurance industry has by and large resisted disintermediation by 
online services. In short, you still have to speak to an agent. And a good agent is essential to ensure you get 
exactly the right amount and type of coverage.


After you receive a quote, the insurance company will conduct an underwriting process by soliciting and evaluating 
information about your health before approving you for a policy. Once you are approved, most workers in 
low-risk occupations can expect to pay about 3% to 5% of their annual income for coverage.4 


Other sources of coverage
Alternative sources of coverage are rarely sufficient on their own, and they should always be treated as  
supplemental/secondary rather than primary.


Employer-sponsored insurance
Many employers provide short-term disability coverage that typically pays out for a few months—sometimes up 
to a year. Some employers also provide long-term coverage through a group disability plan. However, be wary 
of low benefit limits. For example, many policies pay out a maximum of $3,000 per month, regardless of your 


Odds of becoming disabled


Chances of becoming disabled for 
one year or more before retirement: 


1 in 4


4 “How much does long-term disability insurance cost?,” PolicyGenius.


income. Also, many of these policies offer only “any occupa-
tion” coverage, meaning that as long as you are capable of 
working in any occupation at all, you will not receive benefits. 


Finally, some employers allow you to purchase your own  
additional coverage through your company at a preferred 
rate. This coverage is not automatically transferable if or when 
you change employers. However, there is often a conversion 
option that allows the departing employee to continue the 
policy individually (i.e., no longer under the auspices of the 
employer plan).
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Important Legal Disclaimer: We are not an insurance agency and are neither licensed nor qualified to 
render insurance recommendations or advice of any kind. Moreover, insurance is a specialty area that 
requires a subject matter expert to advise on the particulars of a given situation. The best course of 
action is to consult a qualified, licensed insurance expert in your state..


Social Security Disability Insurance
SSDI is difficult and time-consuming to obtain and will not pay out enough to replicate your standard of living. 
Over 65% of applicants for SSDI are rejected, and the average payout is only about $1,250 per month.5 


State-level disability insurance
A handful of states offer disability insurance, but those benefits last one year at most. This is far less than the 
average length of a long-term disability claim, which is nearly three years.6 


Worker’s compensation
Worker’s compensation covers only injuries that occur on the job, which affected less than 1% of American 
workers in 2018.7 


5 Annual Statistical Report on the Social Security Disability Insurance Program, 2018.
6 “Overview” from The Council for Disability Awareness website.
7 “The Importance of Disability Coverage in Uncertain Times,” The Council for Disability Awareness.
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What Is a Health Savings Account (HSA)?
First introduced in 2003, HSAs are special, tax-advantaged savings accounts designed to offset the higher costs 
associated with high-deductible health plans, or HDHPs (which we discuss on the next page). They are only 
available to people enrolled in health insurance plans that meet the government’s definition of an HDHP. 
Money contributed to an HSA can stay in the account indefinitely, earning income, until you need it for a 
qualified health care expense.


In short, because HSAs offer a triple play of tax benefits plus other extraordinary options that we will discuss 
more fully, anyone who has access to one should take full advantage of it and, subject to budget considerations, 
make the maximum contributions permissible. The following table illustrates the triple benefit of an HSA and 
compares it to other tax-deferred savings vehicles, as well as to taxable accounts.


HSA Tax Benefits
Contributions are tax-deductible and FICA-exempt.1 


Investment growth is tax-deferred.


Qualified withdrawals are tax-free.


1 FICA refers to payroll deductions that go to fund Social Security and Medicare under the Federal Insurance Contributions Act. If you take advantage of this exemption 
by contributing to an HSA through payroll deductions, your eventual Social Security benefits may be lower.


Savings account Contributions Investment 
growth Withdrawals Other considerations


Pre-tax
Tax-


deferred
Tax-free*


Receives favorable treatment from 
most states. Exempt from FICA taxes 
if contributions are made through 
payroll deductions.


Roth IRA or employer plan Taxable
Tax-


deferred
Tax-free


Most states follow federal rules 
for income taxes, though there are 
exceptions.


Traditional IRA or employer plan Pre-tax
Tax-


deferred
Taxable


Most states follow federal rules 
for income taxes, though there are 
exceptions.


529 plan Taxable
Tax-


deferred
Tax-free*


Contributions are deductible from 
state income tax in most cases.


Taxable investment accounts Taxable Taxable
Taxable 
gains


*Distributions must be offset by qualified expenses.


Note: When taking withdrawals from a tax-deferred plan before age 59½, you may have to pay ordinary income tax plus a 10% federal penalty tax. This table does 
not address nondeductible contributions made to a traditional IRA or employer plan.


Table source:  Vanguard, ”HSAs:  An Off-Label Prescription for Retirement Saving,“ 2017







Health savings 
account
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High-Deductible Health Plans
Picking a health insurance plan can be complicated. Often, you have many options to choose from, and there 
are multiple factors to consider, including coverage, expected health care needs, premiums, deductibles, out-
of-pocket limits, tax effects, and your budget.


High-deductible health plans, or HDHPs, offer lower premiums than traditional health insurance plans, but the 
tradeoff is, as the name implies, higher deductibles. They also tend to have higher out-of-pocket maximums. 
However, the option to fund a health savings account in conjunction with an HDHP offers a unique retirement 
savings opportunity—one that uses pre-tax dollars, earns tax-deferred income, and allows for tax-free qualified 
withdrawals.


Why Use an HSA?
There are many ways to save on taxes when investing your money for the future. Let’s look at how HSAs stack 
up to some of the most popular savings options.


• In a traditional IRA or employer retirement plan, contributions are made with pre-tax dollars, the 
investment growth is tax-deferred, but withdrawals are taxable.


• In a Roth IRA, contributions are made with post-tax dollars, but the investment growth and withdrawals 
are tax-free.


• In a 529 college savings plan, contributions are not deductible for federal tax purposes, but most states 
permit you to deduct your contributions from your state income. Investment growth is tax-deferred, and 
distributions are tax-free provided that they are used for qualified expenses. Otherwise, they are taxable.


The triple play of the HSA is that:  (i) contributions are made pre-tax, (ii) investment growth is tax-deferred, 
and (iii) withdrawals are tax-free providing they are used for qualified expenses. Because there is no time 
limit for using the funds, and since even Medicare enrollees must pay certain expenses out of pocket, the 
practical reality is that many HSA participants will never pay taxes on their contributions.


(Note:  IRS rules say that you can't contribute to an HSA if you're enrolled in Medicare. You can, however, 
draw on funds already in the account but you can't add to them.)


Contribution Limits
For 2019 provided you are enrolled in an HDHP, the annual HSA contribution limits are:


• $3,500 for people with individual health insurance coverage


• $7,000 for families


These amounts are adjusted annually for inflation. In addition, those who are 55 years and older can contribute 
an additional $1,000 per year. This means that older adults who have self-only coverage can contribute up to 
$4,500, and those who have family coverage can contribute a maximum of $8,000 in 2019.


Maximum HSA Contributions for 2019


0


2,000


4,000


6,000


8,000$


$1,000


Single


HSA contribution limits


Family


$3,500


$1,000*


$7,000


*Per eligible participant
Source:  irs.gov/pub/irs-pdf/p969.pdf


Catch-up (age 55+)
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The Optionality of HSAs
One of the unique aspects of HSAs is that you have the option to save the money rather than spending it. 
Smart use of these plans can increase your total saving capacity.


Many families, particularly those with children, spend more than $7,000 out of pocket annually on health care 
costs. In this situation, the HSA is simply an efficient way to use pre-tax dollars to cover these costs.


If you spend less than the annual contribution limit, you can keep the unspent funds invested until they are 
needed. You can also choose to pay all your current medical expenses out of pocket and treat the entire 
contribution amount as a long-term investment.


How Do I Save Through an HSA?
HSAs are typically set up through your employer. Once the account is active, you can start making pre-tax 
contributions from your paycheck, similar to a 401(k) contribution payroll deduction. However, if you’re covered 
on a spouse’s plan, you can’t sign up for an additional HDHP just to qualify for an HSA.


There are HSA options for people who are self-employed and for those who own small businesses as well, but the 
process for making contributions and deducting them from your taxable income is different. A tax professional 
can advise you on the best way to do this.


Qualified Expenses
Typically, an HSA participant receives a debit card linked to the HSA account. The card can then be used to pay 
directly for qualified medical, dental and vision expenses, and there’s generally no need to submit receipts for 
reimbursement. Moreover, there’s no deadline on when you have to spend the money.


Health Care Costs Are Inevitable


Suppose a new pair of prescription 
eyeglasses with all the trimmings costs 
you $1,000. If you decide to pay for 
them out of pocket this year and leave 
the money in your HSA to grow, you 
can use the receipt 10 years from now 
to withdraw those funds—tax-free—to 
help pay for a vacation. Or you can 
save all the money until you retire. The 
longer you leave the funds invested, 
the more you will have to help pay for 
your expenses in retirement.


Save Now, Pay Later 
—Tax-Free 



2 irs.gov/retirement-plans/hardships-early-withdrawals-and-loans
3 irs.gov/publications/p969


Unfortunately, health care costs have historically risen at 
nearly double the long-term inflation rate of 3%. And 
with increases in longevity come increases in lifetime 
health care costs. Fortunately, HSAs can be used to pay 
Medicare premiums (with the exception of Medigap  
premiums) or to buy long-term care insurance.


Can an HSA Be Used for Nonmedical 
Expenses?
HSAs are only completely tax-free when used for qualified 
health care expenses. When used for nonqualified expenses, 
the withdrawals are taxable, with a significantly higher 
tax penalty for a pre-age-65 HSA withdrawal (outside of 
death or disability) compared to a pre-age-65 retirement 
plan withdrawal.


In addition to being taxed as ordinary income, early with-
drawals from a traditional IRA or 401(k) typically incur an 
extra 10% penalty,2 while an early disbursement from an 
HSA for nonqualified expenses incurs an extra 20% penalty.3 
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After age 65, you’ll pay ordinary taxes on such with-
drawals, but you can spend them however you like. 
This would also apply to your beneficiaries, should 
they use funds from the account to pay nonmedical 
expenses after you die.


How to Invest Your HSA Savings
Each HSA has its own investment options. Contribu-
tions can be kept in cash or invested in longer-term 
assets such as stock and bond funds. If you are using 
your HSA to pay your current medical expenses, keep 
all the funds in cash or in a short-term bond fund. On 
the other hand, if you are paying all of your medical 
expenses out of pocket and using the HSA primarily as 
a long-term investment vehicle, allocate your savings 
100% to stocks. (See our “Asset Allocation Made Easy” 
briefing for a detailed explanation.)


Other Considerations
HSAs are portable. If you leave your employer, you can 
take your HSA with you.


When a married person dies, the surviving spouse 
receives the account balance tax-free and can continue 
to use it to pay his or her own medical expenses. How-
ever, if your HSA beneficiary is not your spouse, that 
person will have to pay taxes on any funds that remain 
after paying your outstanding medical expenses.


Other, Similar Types of  
Health Accounts





There are other types of health  
accounts that have similar sounding 
abbreviations, but which have import-
ant differences compared to HSAs, 
and which include the following:


• Flexible Spending Account (FSA):  
Tax-free spending account for 
certain out of pocket health care 
costs that you must spend each 
year (“use it or lose it”)


• Health Reimbursement Account 
(HRA):  Employer-funded plan that 
helps employees pay for qualifies 
medical expenses not covered by 
their health plans








EstatE Planning 101


Overview
Estate planning can be enormously complex, and the subject itself is unpleasant. That’s why many people simply 
avoid the matter completely and end up doing nothing. This is a terrible financial planning mistake that often 
exacts its full price when a surviving spouse is most emotionally vulnerable.


But taking the step to consult an estate attorney can be paralyzing in and of itself. So this guide is designed 
to provide a high-level outline to help simplify the matter. And the most important takeaway is simply to do 
something now.


Dying without a will is known as dying “intestate.” Although there are state laws that determine what happens 
to your assets in this instance, dying intestate denies you the opportunity to specify how and to whom your 
property will be distributed. Moreover, a probate court can invalidate a will for several reasons, including improper 
or incomplete execution—in which case the probate court would apply the state rules for intestate succession.


For this reason alone, we strongly recommend creating estate planning documents—and then reviewing and 
updating them periodically. Whether you hire an expert or choose to do it yourself through a reputable online 
service, it’s important to get it done.


As it is beyond the scope of this brief guide to cover the wide variety of individual situations, we focus instead 
on an illustrative overview for one common life arrangement:  a married couple. We cover the planning aspects 
only, not the steps a surviving spouse would need to take after a death.


The following table lists the key steps in the estate planning process.


Important Legal Disclaimer:  We are not a law firm and are not qualified to render legal advice of any 
kind. Moreover, estate planning is a specialty area that requires a legal subject matter expert to advise 
on the particulars of a given situation, and each state has its own estate tax law. The best course of ac-
tion is to consult the relevant experts (estate attorney, accountant and financial adviser) in your state.


❑ Make a decision to either (i) hire an estate 
attorney to draft or update wills and other  
estate-planning documents, or (ii) do it yourself.


❑ Hire a financial adviser both spouses like.


❑ Track all financial accounts and assets, and 
update regularly (either through a financial 
adviser or an online service).


❑ Use a digital password aggregator to keep 
track of log-in information for online accounts, 
and keep the password with your wills.


❑ Make sure each spouse’s will gives the executor 
permission to manage digital assets.


❑ Set up bank and other financial accounts a 
surviving spouse will need immediate access to 
in both spouses’ names or as “transferable on 
death” from one spouse to the other. (Some 
types of accounts in one spouse’s name alone 
typically go through probate and may not be 
immediately accessible.) Consult with an estate 
attorney before retitling accounts if you think 
you may owe federal or state estate tax.


Critical Key Steps 
(Married Couple Illustration)
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Understand Your Federal Estate Tax Exemption
Historically, the first consideration of estate planning has been taxes. For 2019, the federal estate and gift tax 
exemption is $11.4 million per individual. This means an individual can leave $11.4 million to heirs and pay 
no federal or gift tax, and a married couple can shield $22.8 million. As of 2019, the annual gift exclusion is 
$15,000.


In addition to the federal estate tax of 40%, some states impose additional estate or inheritance taxes. Twelve 
states and the District of Columbia impose an estate tax, while six states have an inheritance tax. Maryland 
imposes both.1 


When federal estate and gift tax exemptions were significantly lower, tax minimization was the impetus driving 
many complex estate planning structures. But under current tax law, the overwhelming majority of Americans 
will never have to pay any federal estate taxes. So if you’re lucky enough to live in a state that imposes no 
state estate taxes, such as Colorado, the planning paradigm is now much simpler from a tax perspective. But 
remember, tax law can and does change over time.


Hire an Expert or Do It Yourself
Once your tax situation is clear, you must make a critical choice:  Hire an expert or do it yourself. If you choose 
to hire an estate attorney, use the remainder of this guide for informational purposes only as you follow and 
implement your attorney’s recommendations. On the other hand, capable, diligent people can often handle 
the task via an online legal technology company, such as LegalZoom.2 


Documents You Need to Plan Your Estate
Properly prepared and executed estate documents enable an executor or trustee to fully implement your  
intentions. First, you’ll need to decide between a will and a trust. The following table offers a high-level overview 
of some basic estate planning legal documents. 


1 Morgan Scarboro, “Does Your State Have an Estate or Inheritance Tax?” Tax Foundation, April 5, 2018.
2 LegalZoom is one example of an online legal technology company. We have no relationship with LegalZoom, do not endorse their services, and cannot vouch for 


the reliability, accuracy or suitability of any LegalZoom product or service.


Last Will Living Trust Living Will Power of Attorney


also called a “will” or  
“last will and testament”


also called an  
“inter vivos” trust


also called a  
“health care directive” or 


“advance directive”


there are two types


A last will is a document 
that names an executor, 
the person who will take 
your assets through the 
court-ordered process of 
probate, which changes 
the title of your assets. A 
last will also outlines how 
you want to dispose of 
your assets and declares 
a guardian for any minor 
children.


With a living trust, you 
transfer your assets into 
a trust for your benefit 
during your lifetime. 
During your life, you are 
both the trustee and 
beneficiary of the trust 
assets. When you die, the 
trust assets are managed 
by your chosen represen-
tative, called a “successor 
trustee,” and distributed 
in accordance with your 
wishes to your designated 
beneficiaries.


A living will details your 
instructions regarding  
the use of extraordinary 
medical procedures to save 
or prolong your life.


1. Durable Power of 
Attorney. This autho-
rizes someone to make 
financial decisions on 
your behalf should you 
become unable to do so.


2. Health Care Power of 
Attorney. A health care 
power of attorney ap-
points a trusted person 
to oversee your medical 
care and make your 
health care decisions if 
you cannot do so.
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Probate is a court-supervised process used to 
validate your will and distribute your property. 
The process takes anywhere from six months 
to over two years to complete and may require 
that lawyers or other professionals be hired. 
Even if you die without a will, if your estate’s 
value exceeds a threshold amount, your estate 
must still pass through the probate system. In 
such cases, the court decides how to distribute 
your estate among your relatives.


The probate process often includes the follow-
ing steps:


1. Your will is filed with the local probate 
court (and becomes public record).


2. Your executor inventories your property.


3. Your property is appraised.


4. All debts, including death taxes, are paid.


5. The court validates your will.


6. Court costs, attorneys’ fees and executors’ 
fees are paid from your estate.


7. The remainder of your estate is distributed 
to your heirs.


To avoid or lessen the time and expense of 
probate:


1. Talk to your financial adviser to assure your 
bank accounts, brokerage accounts and 
other financial assets are properly titled in 
joint tenancy with your spouse or have the 
proper “transfer on death” designations.


2. Make sure your beneficiary designations for 
your life insurance policies and retirement 
accounts properly designate either your 
spouse or a specifically named beneficiary.


3. Establish a living trust and re-title your  
financial and other assets, including all real 
estate you own, in the name of that trust. 
Also, change the beneficiary designations 
for your life insurance policies and retire-
ment accounts to your living trust.


For any assets not covered above, there is a small 
estate threshold to allow your executor to trans-
fer non-real estate assets to your designated 
beneficiaries without going through probate. 
For example, Colorado’s small estate threshold 
in 2019 was $64,000.


What Is Probate?



Letter of Intent
A letter of intent outlines what you want to do with your remaining assets, but it is not a legal document. 
This can also include information about matters that are not yet settled, such as the plans for your funeral or 
which beneficiaries should receive specific family heirlooms. Although this document cannot override other legal 
designations you have made, it can provide guidance in case a portion of your assets go to probate unexpectedly.


Special Situations
This guide has been purposely designed to cover a single, simple situation of a married couple, but in estate 
planning, one size does not—and can never—fit all. Indeed, there are many special situations that absolutely 
require the advice of an expert. This is just a partial list:


• Advanced age or serious illness


• Married couples with no children


• Blended families


• Disabled beneficiaries receiving government aid, such as Supplemental Security Income or Medicaid


• Non-U.S. citizens
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• One person for everything


• Minor child or child’s  
designated guardian


• The estate


• Outdated/deceased  
beneficiaries


• No one


Who Not to Name  
as a Beneficiary





Naming Beneficiaries
A beneficiary is any person who receives benefits from a last will or a 
living trust. You should always provide for an alternate, or contingent, 
beneficiary in case the first one dies before you and there is no chance 
to make out a new will. However, if you have a living trust, there is no 
need to name a contingent beneficiary.


Even with something as simple as naming a beneficiary, there are  
potential pitfalls that must be avoided. The most common one is failing 
to update your beneficiaries when your life circumstances change. For 
example, if you remarry or add a child to your family, make sure to account 
for the new person in your estate planning. Another issue is properly 
naming beneficiaries under your IRA or 401(k) accounts to ensure your 
named beneficiary has the option to further delay taxable distributions. 
Some other common pitfalls are noted in the accompanying box.


Common Problems With Do-It-Yourself Estate Planning
DIY estate planning has its own challenges. It’s not enough to know what you want to achieve. You also need 
a viable, valid implementation plan. The most common mistake is not properly executing or signing your estate 
planning documents, thus rendering them invalid. A simple rule of thumb is:  When in doubt, and for all special 
situations, hire an expert.


Managing Digital Assets
In the modern world, you must also take steps to simplify the management of your digital 
assets. These include:


• Tracking all financial accounts and other digital assets, such as social media accounts, 
online subscriptions and email accounts, and updating the list regularly, either through 
a financial adviser or an online service.


• Using a digital password aggregator to safely secure and keep track of log-in information 
for online accounts. Keep the password with your estate planning documents.


• Make sure each spouse’s will gives the executor permission to manage digital assets.


Next Steps:  Do Something
Estate planning is complex, but it’s no excuse to bury your head in the sand and do nothing. 


The best advice is to take the next step and do something. Talk to your financial adviser or accountant. Hire 
an estate attorney. Do it yourself online. But by all means, take action now and do something.


June 2019








Overview
Did you know that 84% of Americans age 65 and older receive Social Security payments?1 As ubiquitous as it is,  
Social Security is also ferociously complex, with 12 benefits dictated by over 2,278 primary rules and tens of 
thousands of secondary rules.2 However, understanding some relatively simple key concepts and ideas can guide 
you toward making decisions that will help you maximize your long-term retirement benefit. In particular, if 
you expect to live longer than the average life expectancy, as many college-educated, white-collar workers do, 
then you are better off delaying claiming Social Security until the latest possible age and collecting a higher 
retirement benefit for the rest of your life.


In this briefing, we provide a high-level overview of how Social Security works and how to maximize your 
benefits. Nevertheless, it’s essential to consult with a qualified Social Security expert to create a plan tailored 
to your specific circumstances. Reading this guide should equip you to have an informed conversation with 
your financial adviser, who can develop a plan best suited to your needs.


How Social Security works
Over the course of your working life, your gross wages up to a specified cap are taxed a fixed percentage 
each year to fund the Social Security program. For 2020, the rate is 6.2% and the cap is $137,700.3 If you have 
accumulated a total of 40 quarterly credits over the course of your career (equal to 10 years of taxable earnings, 
which do not have to be continuous), then you are eligible to collect Social Security benefits when you retire.


1 Glenn Ruffenach, “Where to Check Up on the Health of Your Pension Plan,” Wall Street Journal, June 4, 2020.
2 The Editorial Board. “Unrigging the Poverty Trap.” Wall Street Journal, June 3, 2020.
3 “Topic No. 751 Social Security and Medicare Withholding Rates,” Tax Topics (Internal Revenue Service, February 14, 2020).
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The amount you will receive is based on the level of your earnings in your 35 highest-earning years according 
to a three-tiered formula. Based on your average monthly earnings, Social Security will replace:


• 90% of the first $960.


• 32% of the amount between $960 and $5,785.


• 15% of earnings above $5,785.


Social Security indexes your earnings to the national average wage indexing series in the year you turn 60 to ensure 
that your future benefits take into account standard of living changes over the course of your working life.4 


While the exact formula is complex, the bottom line is that Social Security generally replaces about 40% 
of your annual pre-retirement earnings.5 The average benefit is about $1,500 per month, and benefits are 
capped at around $3,000 per month—unless you allow your benefit to accumulate retirement credits.


You can begin collecting Social Security benefits as early as age 62 and as late as age 70 (see illustration on 
page 1). If you wait until 70, you will accumulate retirement credits, thus increasing your permanent monthly 
Social Security payout for the rest of your life. If you choose to claim benefits before your “full retirement 
age”—67 for anyone born in 1960 or later—your retirement benefit will be permanently reduced. For most 
people, this is a financial planning mistake that will result in a lower lifetime benefit.


Although you won’t receive any benefits until the age you choose to start collecting, with a higher monthly 
benefit, you will eventually make up for the payments you passed up earlier. Most likely, you’ll break even 
sometime in your early 80s, and from that point on, your lifetime Social Security payout will be higher than if 
you had started collecting earlier.


The time when you begin collecting Social Security does not have to coincide with when you actually retire. 
If you can afford to live off other savings until age 70, we strongly recommend you delay claiming your Social 
Security benefits until then, as there are no alternative investment options that can guarantee—with the 
backing of the U.S. government—an 8% annual growth in earnings.


There are some situations that warrant claiming reduced benefits early. For example, you should collect early 
if you have a shorter than typical life expectancy. You may also wish to collect early if you have no spouse who 
would be entitled to a survivor benefit.


Your Personal Benefits Statement
You can easily access your own personal Social 
Security benefits statement, including your  
earnings history and projected benefits, at  
www.ssa.gov/myaccount. Setting up an account is 
simple and quick. Select “Create an Account,” and 
then provide the necessary identifying information, 
including your name, address, email address, and 
Social Security number. You will be prompted with 
several questions to confirm your identity, and 
then you will be able to log in and access your 
information.


4 “Indexing Factors For Earnings,” Social Security (Social Security Administration), accessed June 8, 2020.
5 “Your Social Security Statement,” Social Security (Social Security Administration, May 1, 2020).


www.ssa.gov/myaccount
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Types of benefits
The primary worker who has been paying into Social Security through the tax on his or her wages is always 
entitled to benefits, but so are a number of secondary beneficiaries, as we will discuss in more detail below.


The following chart organizes the 12 basic types of benefits that Social Security provides into five categories.


12 Types of Social Security Benefits


Retirement


 Primary worker


 Spouse


 Ex-spouse


 Children


Disability


 Primary worker


 Spouse


 Children


Medicare


 Primary worker


 Spouse


Supplemental 
Security Income


	 Disabled adults 
 and children


	 People age 65  
 and older


Survivor


 Survivor


Social Security for married couples
To explore some of the basic concepts of Social Security, let’s look at the case of a typical married couple with 
one higher-earning spouse and one spouse with lower or no earnings.


If both spouses are eligible for Social Security retirement benefits, the higher-earning spouse should delay collecting 
those benefits, if at all possible, until age 70. There are two reasons for this approach:  First, it maximizes the couple’s 
total income over the course of retirement, and second, it maximizes the survivor benefit for the other spouse.


A survivor benefit is worth up to 100% of what the deceased worker was receiving or was entitled to receive 
at the time of death, as long as the surviving spouse waits to collect until his or her own full retirement age. 
Holding out for the highest possible survivor benefit ensures that the surviving spouse will be taken care of 
long after the worker’s death.


If the higher-earning spouse delays collecting benefits until the last possible moment, the lower-earning spouse 
may wish to begin collecting early to bring in some additional income for the household in the meantime.


Secondary beneficiaries
In addition to collecting your own Social Security retirement benefits, you are entitled to benefits for secondary 
beneficiaries, including a spouse, former spouse, and children.


Spousal benefits are worth up to 50% of the primary worker’s benefit at full retirement age. However, the 
non-earning spouse cannot collect spousal benefits until the earning spouse begins collecting Social Security. 
A lower-earning spouse who is entitled to individual benefits can “top off” a lower personal benefit with a 
spousal benefit when the higher-earning spouse begins collecting.


For example, say one spouse is entitled to $800 per month in personal benefits and the other is entitled to 
$2,400 per month. The lower-earning spouse can start collecting benefits as early as age 62, and can then 
receive up to an additional $400 per month when the higher-earning spouse begins collecting Social Security.


Divorced spouses are also entitled to benefits, as long as all three of the following criteria are met:


The marriage lasted at least 10 years. 


Both spouses are at least 62 years old.


The ex-spouse seeking the benefit did not remarry before age 60.
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If the couple has been divorced at least two years, the ex-spouse seeking benefits does not even have to wait 
until the eligible worker files for primary Social Security.


Finally, older parents can capitalize on Social Security benefits for their children under age 18 (and up to age 
19 for children who are still in high school). Each child is entitled to 50% of the parent’s full-retirement-age 
benefit, regardless of when the parent claims benefits.


6 “Can My Children Get Benefits on My Social Security When I Retire?” AARP, March 25, 2020.


Further Reading



It is impossible to cover such a complex 
and nuanced a topic in only a few pages.  
If you are interested in more detailed 
information, we highly recommend Mary 
Beth Franklin’s 40-page eBook, Maximizing 
Social Security Retirement Benefits, a com-
prehensive resource that explains the ins 
and outs of claiming strategies for many 
different circumstances.


There is a cap on total family benefits. This cap is 
based on a complex formula, but works out to 150% 
to 188% of the worker’s full-retirement-age benefit.6 
If the combination of worker, spousal, and child 
benefits exceeds that cap, all secondary benefits are 
proportionally reduced. Nevertheless, the payment of 
child benefits may be a good reason to collect early. 
If you do so, you can suspend your primary benefits 
once your youngest child turns 18, so your own benefits 
can continue to grow until you turn 70.


Earnings cap
One final element of Social Security to consider—and 
another incentive to delay collecting benefits—is 
the earnings cap. If you are still working before full 
retirement age, you are restricted in the amount of 
benefits you can collect every year. Basically, if you 
begin claiming early and are still working, much of 
your Social Security benefit will be deferred anyway.


The earnings cap goes away at full retirement age. At 
that point, you can earn any amount without reducing 
your benefits.








College Funding 101 
Saving For College:  A 529 Plan Is Essential


Overview
Although planning to save and invest for your children’s or grandchildren’s anticipated college expenses is 
simple in concept, the execution can often be confusing and complex. To simplify the process, this document 
highlights the key items to consider before getting started. When you’re ready, we will create a detailed, 
customized calculator for you, incorporating the individual facts and circumstances of your family’s education 
goals, to create a savings plan tailored to your needs.


A 529 plan is a state-sponsored 
education savings plan. It offers 
tax benefits to help parents, 
relatives and friends invest for 
a student’s future education 
expenses. Residents of any state 
can contribute to a 529 plan 
of their choice for a student of 
any age.


What is a 529 plan? 





Calculating the costs and funding the plan
The earlier you begin saving for college, the longer you’ll save—
and the more your money can benefit from tax-advantaged 
growth potential.


The first step is to figure out the likely costs. With a few key 
variables, such as the child’s age and the selection of either a 
private or in-state public school, we can calculate the anticipated 
annual costs for each year of college.


Then, based on the planned funding sources, how they will be 
invested, and who will be providing them (including how much 
debt the student will assume, if any), we can calculate how 
much money needs to be set aside either monthly, annually, or 
in a single upfront lump sum.


Once the funding plan has been set, the next step is to determine 
how the savings will be invested to grow safely.


PUBLIC COLLEGE


Child’s  
current age


Total four-
year cost


Monthly investment to pay:
50% 75% 100%


Newborn $221,667 $290 $434 $579


3 $191,485 $332 $498 $664


6 $165,412 $396 $594 $792


9 $142,889 $502 $753 $1,004


12 $123,433 $714 $1,071 $1,429


15 $106,626 $1,352 $2,028 $2,704


PRIVATE COLLEGE


Total four-
year cost


Monthly investment to pay:
50% 75% 100%


$503,186 $657 $986 $1,314


$434,671 $754 $1,131 $1,508


$375,485 $898 $1,348 $1,797


$324,358 $1,139 $1,709 $2,279


$280,193 $1,621 $2,432 $3,243


$242,041 $3,069 $4,603 $6,138


Source:  “College Planning Essentials,” J.P. Morgan Asset Management, 2018-2019.
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Asset Allocation of 529 Plans Through School Years


25%


75%


100%


C O L L E G EH I G H  S C H O O LJUNIOR HIGH


8 9 11 12 Fr. So. Jr. Sr.7


Equities


Cash


529 plans should be allocated 
100% to equities through 8th 
grade. Thereafter, the equity 
allocation should be reduced 
by 25% annually through 
the last year of high school. 50%


10


Recommended guidelines for investing funds earmarked for college
In general, we advocate investing funds to cover foreseeable capital needs over the next five years in Treasurys, 
investment-grade bonds, or an equivalent bond fund with a corresponding maturity, while investing all 
money that will not be needed for at least five years in equities to maximize growth. However, we apply this 
methodology slightly differently with respect to funding college costs, tying the allocation of investments to 
the student’s schooling timeline.


At the start of a child’s freshman year in high school, we reduce equity investments by the estimated cost of 
the freshman year in college. We do the same in the sophomore year of high school to earmark funds for the 
sophomore year of college, and so on.


The following chart shows the recommended changes in asset allocation for each year, beginning when the 
child is in 7th grade, when there will be 0% cash and 100% equities. Each year, we step this up incrementally, 
so that the allocation is the exact opposite by the child’s senior year of high school, when the allocation will 
be 100% cash and 0% equities. We then maintain that allocation through the student’s final year of college.


While no formula is guaranteed to produce the optimal dollar outcome, any formula that takes emotion out 
of the equation—not to mention the temptation to try to time the market—is better than winging it.


Tax-deferred growth


Although contributions are not deductible at the federal level, 529 plan earnings are 
federally tax-free and will also not be taxed when the money is withdrawn to pay for 
college. This means your investment can grow at an even faster pace than it could in a 
taxable account. In addition to the federal tax savings, over 30 states currently offer a 
full or partial tax deduction or credit for 529 plan contributions.


Top benefits of 529 plans
A 529 plan offers built-in tax advantages and flexibility to meet your education savings goals, and it’s a very 
hands-off way to save for education. Most plans allow you to “set it and forget it” with automatic investments 
made from a linked bank account or a payroll deduction plan. These are some of the top benefits:
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Tax-free withdrawals


You pay no federal taxes on withdrawals as long as they are used for qualified education 
expenses.1 The tax reporting is simple, and contributions to a 529 plan do not have to 
be reported on your federal tax return. You won’t receive a Form 1099 to report taxable 
or nontaxable earnings from the plan until the year you start making withdrawals.


Special gift-tax exclusion


You can contribute a lump sum of $75,000 ($150,000 per couple) for each beneficiary in 
a single year without incurring gift tax.2 This is sometimes referred to as “superfunding.”


Account control


As the account owner, you maintain control over the funds in the account. IRS rules 
authorize you to make the initial investment selection and allow you to change it twice 
a year or upon a change in beneficiary. You can change the beneficiary to another 
qualified family member at any time. You can also withdraw the funds at any time, 
although taxes and penalties may apply.


Flexibility


The beneficiary can use funds for a broad range of education expenses at accredited 
universities and colleges, approved vocational programs, and K-12 schools (subject to 
certain limitations).3 


Financial aid


529 plans have a low impact on financial aid. Only 5.6% of the value of the account is 
considered a parental asset for financial aid calculations. There is no impact at all if the 
account is owned by another relative, such as a grandparent. However, withdrawals 
from accounts not owned by the student or the student’s parents are treated as income 
to the student.








If saving for college is a top pri-
ority, a 529 plan may be a good 
choice. According to a recent 
study, parents with a 529 plan 
save 68% more than those who 
simply use a savings account.4


529 plans can pay off














Implementation
The easiest way to save for college is to set up a 529 tax- 
advantaged college savings plan for each child.


Individual state plans


Nearly every state has at least one 529 plan available. In 
Colorado, for example, there are three “direct-sold” 529 plans, 
the largest of which is the Colorado Direct Portfolio College 
Savings Plan, managed by Vanguard (CollegeInvest.org). If 
you are a Colorado taxpayer, every dollar you contribute to 
a CollegeInvest 529 plan can be deducted on your Colorado 
state income tax return. Each state has its own tax rules that 
apply to 529 plan contributions and withdrawals.


1 The earnings portion of a nonqualified withdrawal is subject to federal and state income tax and a 10% penalty. State tax treatment of earnings may vary. Check 
with your tax adviser for rules on your state’s tax treatment.


2 To qualify for the special gift-tax exclusion, you need to file a gift-tax return to treat the gift as if it were made in equal payments over five years. To avoid gift tax, 
you should make no additional gifts to the beneficiary during those five years.


3 The 2018 change to the federal tax law expanded the qualified use of 529 savings accounts by including K-12 tuition expenses, with a limit of $10,000 per year, per 
beneficiary. However, individual states may or may not adopt this expanded definition of qualified withdrawals. You should consult with your tax adviser to discuss 
your individual situation.


 4 Source:  Data from Sallie Mae®, “How America Saves for College:  Sallie Mae’s National Study of Parents with Children Under Age 18,” 2014.
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Set up automatic annual dollar increases 
to your scheduled monthly investment 
contributions to help keep pace with 
inflation and your investment goals.


Invite family and friends to make gift 
contributions on birthdays, graduations 
and other special occasions through Ugift 
at ugift529.com. This free, easy-to-use 
online service deposits gifts directly into 
your Schwab 529 plan account.


2 easy ways to save











1


2


Determine your risk level:   
Aggressive through conservative


You can choose from seven predefined “risk 
tolerance” levels, with varying allocations to 
stocks, bonds and money market funds. For 
example, the “aggressive” portfolio is 95% 
stocks and 5% money markets, while the 
“money market” portfolio is 100% money 
markets.


Choose your fund type:   
Index funds or actively managed funds


We only use index funds, because of the 
significantly lower management fees and 
expenses compared to actively managed 
options. The Schwab 529 Plan has no account 
service or enrollment fee, although there is 
an annual portfolio fee of 0.25%.








NOTE:  We are not tax advisers, and it is essential that you consult your tax professional to determine how 
529 contributions are treated in your state, particularly with regard to your personal situation.


Schwab plans


In addition to individual state plans, Schwab has a 529 plan sponsored by Kansas. Residents of any state may 
open accounts in this plan.


NOTE:  Non-Kansas residents should consider any potential benefits their own state’s plan, if any, may offer 
its residents.


Setup decisions


There are three decisions to make when setting up a Schwab 529 plan.


Select your portfolio option:  Static or aged-based


An aged-based portfolio uses an autopilot “glidepath” to transition incrementally from equities to 
bonds and cash based on the beneficiary’s age and anticipated college start date. Although this option 
is administratively convenient, we typically do not recommend it, because its allocations to equities are 
higher than what we advise in the high school and college years. Instead, we recommend “static” port-
folios that we oversee and rebalance annually.
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What is long-term care?
Long-term care is a range of services and supports you may need near the end of your life for basic everyday tasks, 
including housework, bathing, and eating. Long-term care includes assistance in your own home as well as  
residence in nursing homes and assisted living facilities. This briefing highlights key considerations and strategies for 
planning for long-term care and assumes that you will self-insure rather than purchasing long-term care insurance.


Likelihood of needing long-term care
Approximately 69% of Americans age 65 and older will need some form of long-term care at some point in 
the future, and 20% will need care for more than five years.1 Some individuals are at higher risk for developing 
medical conditions that require long-term care, but it is impossible to predict the exact type and duration of your 
future care needs. According to the U.S. Department of Health and Human Services, the average American 
turning 65 today will spend $138,000 2 on long-term care. However, many will spend significantly more.


What does long-term care cost?
Long-term care is a wildcard, because you may or may not need it. If you do, it’s a cost that may compound 
over decades, at an uncertain inflation rate. Although you may escape the drain of long-term care expenses,  
if you don’t, they can wipe out your savings at or before the end of your life. Planning and saving for this  
potentially enormous future expense will give you the peace of mind that comes from knowing you’re covered, 
and it will also protect your loved ones from the financial burden of your future care.


Below, the table on the left illustrates the cost for a single year of various forms of care in current dollars and 
at various times in the future. The table on the right illustrates the exact same types of costs, but for a total of 
three years of care.


Long-Term Care 101 
Start Saving Early


Costs of Long-Term Care3 
Estimates for future costs based on national medians + 3% annual inflation


1 Year of Care


Home Care  
(44 hours/week)


Assisted Living 
(private room)


Nursing Home 
(private room)


Current $51,000 $49,000 $102,000


+ 10 years $69,000 $65,000 $137,000


+ 20 years $93,000 $88,000 $185,000


+ 30 years $125,000 $118,000 $249,000


+ 40 years $168,000 $159,000 $333,000


3 Years of Care


Home Care  
(44 hours/week)


Assisted Living 
(private room)


Nursing Home 
(private room)


$154,000 $146,000 $307,000


$208,000 $196,000 $412,000


$279,000 $263,000 $554,000


$375,000 $354,000 $747,000


$504,000 $476,000 $1,000,000


Source:  Genworth Cost of Care Survey, 2019 (all numbers rounded to nearest thousand).


1 “How Much Care Will You Need?” LongTermCare.gov (U.S. Department of Health and Human Services, October 10, 2017).
2 Melissa Favreault and Judith Dey, “Long-Term Services and Supports for Older Americans:  Risks and Financing Research Brief,” Office of the Assistant Secretary for 


Planning and Evaluation (U.S. Department of Health and Human Services, February 2016).
3 “Cost of Care Survey 2019,” Aging & Your Finances (Genworth, November 21, 2019).
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Types of long-term care
There are three primary types of long-term care. We list them here in order of the level of services they offer. 
People typically progress from one to another as their needs intensify.


Home care


 Home care allows you to continue living in the comfort of your own home with support from your 
family and/or professional caregivers. While the national average for homemaker services is $22 per 
hour, in-home skilled nursing care averages $88 per visit.4 Adult day care centers can supplement home 
care by providing activities and personal support for elderly people outside of their homes, temporarily 
relieving the home caregiver. The national average cost, per day, for an adult day care center is $75.5 


Assisted living facility


 Assisted living facilities provide a more independent lifestyle than nursing homes while maximizing 
quality of life and recreational and social activities.6 The average stay is two and a half years.7 There are 
assisted living homes that specialize in care for individuals with Alzheimer’s.


Nursing home


 Nursing homes offer more extensive medical services for individuals who require daily medical care or 
have severe cognitive impairments. This makes a nursing home the most expensive long-term care option. 
The cost of nursing home care has been increasing by about 5% annually for the last several decades. In 
comparison, the cost of other forms of long-term care have risen closer to the overall inflation of about 
3% during this period. The average stay in a nursing home is a little over two years.8 


Long-term care costs vary dramatically by state
The cost of long-term care varies dramatically by location, with the average cost in some states almost double 
that in other states. For example, a private room in a nursing home runs, on average, $120,000 per year in 


4 Ibid.
5 Ibid.
6 “Comparing Assisted Living and Nursing Home Care,” Paying for Senior Care (Caring, LLC, October 2, 2019).
7 Brad Breeding, “So I'll Probably Need Long-Term Care, But for How Long?” myLifeSite Blog (myLifeSite, LLC, July 6, 2016).
8 Ibid.











Median Hourly Cost of a Home Health Aide by State
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Washington compared to $68,000 per year in Louisiana. And the geographic differences in cost apply regard-
less of the type of care. Therefore, it is critical to ensure your financial plan incorporates the potential costs of 
the most expensive state in which you may receive this type of care.



                           Americans 85 years 
and older have Alzheimer’s disease, 
and the total lifetime cost of care 
for someone with dementia is close 
to $400,000.9 


1 in 3


9 “2020 Alzheimer's Disease Facts and Figures,” Alzheimer's & Dementia 16, no. 3 (March 10, 2020): pp. 391-460.
10 “Who Pays for Long-Term Care?” LongTermCare.gov (U.S. Department of Health and Human Services, October 10, 2017).


Strategies for saving for long-term care
Paying for long-term care may require tapping multiple 
sources of savings—perhaps all of them. Even still, you many 
need to supplement your own savings through other means, 
including home equity lines of credit or reverse mortgages, 
benefits from long-term care insurance (if purchased), and/or 
support from family members. Regardless of how you antici-
pate financing long-term care in the future, you should start 
saving now. Your financial adviser can help you develop a 
personalized plan that fits your individual needs, circumstances 
and preferences.


Maximize health savings accounts (HSAs)
HSAs are triple tax-advantaged savings vehicles. You contribute pre-tax, the investment grows tax-deferred, 
and you can withdraw tax-free for qualified expenses, including long-term care, subject to limitations. To 
maximize these tax benefits, you can forego withdrawing funds for current medical expenses and instead 
allocate the investment to grow long-term.


However, only Americans enrolled in high-deductible health insurance plans qualify to contribute to an HSA, 
and there are annual contribution limits ($3,550 for individuals and $7,100 for families in 2020). Thus, an HSA 
is typically insufficient as the sole vehicle to save for long-term care. For more detailed information about 
HSAs, see our “Health Savings Accounts 101” briefing.


The role of public programs
Understandably, there can be confusion about what types of assistance for long-term care may be available 
from public programs. Here is a high-level summary.


Medicare


Medicare can subsidize your health insurance costs after the age of 65, but it does not cover long-term assistance  
with daily activities such as eating and bathing. Medicare only covers long-term care if you require skilled 
medical services or rehabilitative care. The maximum nursing home stay covered by Medicare is 100 days, but 
the average is only 22 days.10 


Social Security


Social Security can be one source of income to help finance long-term care, but it is insufficient on its own to 
cover the high costs. Delaying Social Security benefits from the minimum age of 62 to the maximum age of  
70 progressively increases this income stream later in life, but it requires you to rely on personal savings in 
the interim.


Medicaid


While Medicaid can cover a large share of long-term care costs, it is only available to people who meet certain 
eligibility requirements, such as having income and assets below a certain limit or a chronic disability.
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Gender
Gender is an important consideration when planning for 
long-term care for two reasons. First, women have longer life 
expectancies than men, on average, and therefore need long-
term care for greater periods of time. Statistically, women are 
twice as likely as men to need long-term care for more than 
five years.11 


Second, two-thirds of caregivers are women.12 As the family 
members who most often provide care on an unpaid basis, 
women typically experience a greater financial burden while 
providing care. Saving for long-term care costs can reduce this 
burden for all members of your family.



The total lost wages due to leaving 
the workforce early to care for an 
elderly family member are 


60% 


higher for women than for men.13


11 Melissa Favreault and Judith Dey, “Long-Term Services and Supports for Older Americans: Risks and Financing Research Brief,” Office of the Assistant Secretary for 
Planning and Evaluation (U.S. Department of Health and Human Services, February 2016). 


12 “Who Will Provide Your Care?,” LongTermCare.gov (U.S. Department of Health and Human Services, September 21, 2018).
13 “The MetLife Study of Caregiving Costs to Working Caregivers,” National Alliance for Caregiving (MetLife Mature Market Institute, June 2011).








Overview
Cybercrime is a serious threat. Attacks have multiplied with the deployment of more sophisticated phishing 
techniques and hacking software. One study found that identity fraud cost Americans around $56 billion in 
2020.1 Federal Trade Commission identity theft reports doubled from 2019.2


With vigilance and preventive measures, you can safeguard your information and wealth. Here, we outline a 
few simple actions you should take today.


Password management software is your best friend
As we create ever more digital accounts, it becomes tempting to use the same password—or embarrassingly  
simple passwords—to secure our data. Hackers can recognize these patterns and easily crack them, so we 
need a better solution.


Password managers keep your information safe by encrypting your passwords in the cloud or on your computer. 
The software can generate a completely random password for each account, and it locks them all behind one 
master password that only you know.


You can use the same password manager across multiple devices, take advantage of convenient autofill function-
ality, and store security questions with your passwords. While it takes an initial investment of time and effort 
to set up, the advantages are innumerable. Password managers are extremely secure and cannot view your 
passwords themselves.


CyberseCurity 101


1 https://www.cnbc.com/2021/03/23/consumers-lost-56-billion-dollars-to-identity-fraud-last-year.html 
2 https://www.ftc.gov/news-events/press-releases/2021/02/new-data-shows-ftc-received-2-2-million-fraud-reports-consumers 


How Password Management Software Works


Sign up for Dashlane1 Create master password2


Dashlane will log in with the passwords you have stored as you visit the applicable sites4


Add websites 
and passwords


3


Websites
Finance


Credit Cards


Stores


Insurances


Social


Travel
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Password management software makes your life easier. You get stronger passwords and don’t have to remember 
them. Access is nearly instant, and you can relax knowing that even if one site has a data breach, the rest of 
your passwords are still safe.


3 https://www.verizon.com/business/resources/reports/dbir/2021/masters-guide/ 


Dashlane is our password manager of choice. It’s simple to set up:  Just 
download your browser extension, provide an email address and master 
password, and it records your passwords as you go, avoiding the need to 
input all your passwords manually. Premium family plans start at $7.49  
a month (as of July 2021).


Always turn on multifactor authentication
As hackers have gotten more sophisticated, your username and password combination alone may not be 
enough to protect your accounts. Attackers have become adept at guessing passwords from social media and 
exploiting massive data leaks. Luckily, turning on two-factor or multifactor authentication, when available, 
can act as a last line of defense.


Two-factor authentication adds an extra layer of security and comes in many different forms. The hope is that 
while hackers may have one piece of information about you, they are unlikely to have two, so your account is 
better protected.


Common forms of two-factor authentication


A Verizon report found that stolen, reused and weak passwords are the leading cause of security breaches. 
Multifactor authentication, in conjunction with a password manager, is the best way to prevent your information 
from being stolen.3


Avoid phishing attacks
Phishing is a cybercrime where an attacker sends a fraudulent 
message—typically a phone call, text or email—designed to trick 
a victim into revealing sensitive information, such as a credit card 
number, password or Social Security number. Some emails may 
also embed malicious software or viruses to extract information 
from victims. 


Hardware tokens are small physical devices, such as a fob that produces a code you must 
input before entering a site.


Text message or voice authentication sends a code via phone call or text that you need to 
input in order to log in.


Software tokens require you to download a multifactor authentication app to your phone to 
receive a code that typically expires after a short period of time—perhaps a minute—and 
allows you to log in.


Biometric tokens use fingerprints, retina scans or facial recognition to provide access.
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For instance, an email might say your account is being deactivated and ask you to click a link or enter your 
password to restore it. You might receive a call saying your taxes were misfiled and that you must provide 
your Social Security number or else face fines or jail time. Stressed and nervous, millions of Americans fall prey 
to these scare tactics.


Luckily, phishing attacks are preventable. Never provide sensitive information on the phone or 
via email, and carefully check email addresses. An email from Facebook, for example, should 
contain an address that ends in @facebook.com, not a random string of letters and numbers, as 
is common in phishing attacks. Only click links and attachments from known senders, and hover 
over links to see where they lead.


Use comprehensive cybersecurity software
Besides protecting your passwords through two-factor authentication and password managers, full-service 
internet security suites can protect you and your family from elements out of your control. Norton AntiVirus 
uses common software signatures to identify viruses and warn users. It also provides email spam filtering and 
phishing protection.


Norton LifeLock defends against identity theft, telling you about unusual 
credit activity, protecting your devices from hackers, and providing help 
when identity theft strikes by resolving issues and reimbursing lost funds. 
We recommend signing up for LifeLock to protect yourself and your 
information.


Know what to do if you become a cybercrime victim
Despite all your preventive measures, you find unknown charges on your credit card. Or one of your minor 
children—the population most susceptible to cybercrime—falls for a phishing scheme. Always contact the 
local police. In some situations, you should also contact the FBI or FTC. Here are some common scenarios:


Hacked internet account
If you can no longer log into an account, try resetting your password and check that your email is still linked 
to the account. If this doesn’t work, contact the company directly to regain access.


If you’ve used the hacked password for other accounts, change those passwords immediately. Verify that no 
purchases or posts were made on the hacked account, and alert friends and family that you’ve been hacked, 
as attackers often take advantage of your contacts when they gain access to your account.


Stolen identity 
If your identity is stolen (for example, via your Social Security number or credit card information), you have 
the right to place fraud alerts on your credit report, which tells creditors they must verify who is applying for 
credit in your name. You should also immediately report this crime to the FTC. Under most state laws, you 
bear no responsibility for debt incurred on accounts fraudulently opened in your name. Under federal law, 
you’re liable for $50 at most when a thief uses a stolen credit card—$0 if you report the theft quickly.


You should immediately report a debit card loss to your bank or credit union, as there is a higher potential 
for liability. 
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Identity theft prevention software may put a freeze or lock on your credit after an identity crime. Both block 
access to your credit history, helping you control account openings in your name and guarding against identity 
theft. However, there are some differences between the two. 


Credit locks are must faster to set up and manage than a freeze, though agencies may charge a fee. 
You can instantly activate and deactivate a lock. 


Credit freezes may take up to 24 hours to remove. They also block authorized access to credit infor-
mation, preventing you from getting instant credit when you need it. 


Software such as LifeLock can recognize breaches, help you freeze or lock your credit, send fraud alerts to 
protect you, and aid in recoup losses. 


Conclusion
In today’s digital world, there’s nothing you can do to prevent cybercrime. But you can take simple steps to 
protect yourself and your family from the most common attacks. Our biggest recommendation is to take action 
today. Using even one of the tools discussed—multifactor authentication, a password manager, or comprehensive 
antivirus software—is far better than doing nothing.


If you report your debit card lost: Your maximum loss is:4


Before any unauthorized charges are made $0


Within 2 business days after learning about the loss or theft $50


More than 2 business days after the loss or theft, but fewer than  
60 calendar days after statement is sent to you  


$500


Over 60 calendar days after your statement is sent to you Possibly unlimited 


4 https://www.identitytheft.gov/#/Know-Your-Rights








Overview
Health insurance is a highly complex topic and selecting the most appropriate coverage is very situation specific. 
The information in this briefing will help you estimate the costs of health insurance as part of your overall financial  
planning. We highlight important considerations for maintaining continuity of health insurance coverage 
through life transitions.


In January 2019, Congress eliminated the federal insurance mandate established as part of the Affordable Care 
Act, but residents of California, Massachusetts, New Jersey, and Vermont still have state mandates. While there 
is no longer a federal tax consequence for not having health insurance, there could be enormous financial 
consequences if you need care and aren’t covered. For example, without insurance, an emergency room visit 
costs $2,000 on average, and surgery following a heart attack can cost over $200,000.1 The vast majority of 
people should not seek to “self-insure” these costs.


The following chart illustrates annual health insurance costs for a family of four through an employer-provided 
plan. In 2019, the national average for total family health insurance costs was $20,576—with the employer 
covering $14,561 (71%), and the employee responsible for $6,015 (29%). Over the last decade, premiums have 
increased 54%—well above the overall inflation rate—and the worker share has inched up from 26% to 29%.


Rising costs
Your total health care costs are the sum of the premiums you pay and your out-of-pocket expenses—copays, 
deductibles, and coinsurance. “Platinum” plans, which offer the most comprehensive insurance along with 
low out-of-pocket expenses, typically have premiums twice as expensive as “bronze” plans, which are the least 
comprehensive.2 


HealtH Insurance 101


1 “2016 Health Care Cost and Utilization Report,” HCCI’s Health Care Cost and Utilization Reports (Health Care Cost Institute, June 19, 2018).
2 “How Much Does Health Insurance Cost Without a Subsidy?” eHealth (eHealthInsurance Services, Inc., November 6, 2019). 


Family Annual Premiums for Employer-sponsored Insurance
National Averages for 2009, 2014, and 2019 (family of 4)


2009


$13,375


Employer Contributions


$9,860


$3,515


2014


$16,834


$12,011


$4,823


2019


$20,576


$14,561


$6,015


+26%
Total Premium


+37%
Worker


Contribution


+22%
Total Premium


+25%
Worker


Contribution


Worker Contributions


Source:  “2019 Employer Health Benefits Survey,”  Kaiser Family Foundation, September 2019.
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Without employer subsidies, health insurance is very expensive. For private insurance plans purchased in 2019, 
the total combined annual premiums plus deductible for a four-person family topped $25,000.3 Older individuals 
who have not yet turned 65 and therefore don’t qualify for Medicare face higher premiums due to their age 
and associated increased risk for many diseases. On average, policyholders between the ages of 55 and 64 pay 
186% more in premiums than those between the ages of 18 and 24.4 The following chart illustrates the annual 
cost of health insurance coverage for individuals, sorted by age bracket.


3 “Health Insurance Index Report for the 2019 Open Enrollment Period,” eHealth (eHealthInsurance Services, Inc., July 2019). 
4 Ibid. 
5  Edward R. Berchick, Jessica C. Barnett, and Rachel D. Upton, “Health Insurance Coverage in the United States: 2018,” census.gov (United States Census Bureau, 


November 8, 2019).


Source:  “Health Insurance Index Report for the 2019 Open Enrollment Period,” eHealth, July 2019.


Individual Annual Premiums by Age
National Averages for 2019


0


2,000


4,000


6,000


8,000


$10,000


Under 18


$2,820


Age 18-24


$3,348


Age 25-34


$3,792


Age 35-44


$4,848


Age 45-54


$6,564


Age 55-64


$9,588


Employer’s role
Over half of American adults receive employer-based insurance. 
The remainder either purchase individual insurance, qualify for 
government programs such as Medicare and Medicaid, or remain 
uninsured.5 Some employers don’t offer group insurance, but they 
may provide employees with health care allowances or reimburse-
ment for individual insurance plans.


The Affordable Care Act requires companies with more than 50 
employees to offer medical insurance plans to their full-time workers 
with employee contributions that are no more than 10% of their 
family income. The act does not require employers to offer medical 
benefits to part-time workers, defined as those who work fewer 
than 30 hours per week. However, companies may do so voluntarily.  
According to the Bureau of Labor Statistics, 22% of part-time workers 
have access to employer-sponsored medical benefits.


Health care costs have been 
rising at a rate of 5% annually, 
twice the base inflation rate for 
most other goods and services.  
You have to plan not only for 
a rise in insurance costs as you 
age but the increasing costs of 
health care generally.


Planning for inflation



Insurance brokers and agents
Health insurance brokers help individuals and businesses navigate the complexities of purchasing health care 
coverage. Insurance companies pay brokers a commission for each plan they sell, so these services are free to 
buyers. Brokers can provide personalized recommendations, explain terminology, and help you compare policies 
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that address your specific needs. Insurance agents typically offer policies only from their insurance company 
employer. The following table provides some basic information to help guide you as you shop for health insurance.


Individual Plan Group Plan


Key Considerations


Key Resources


• High-deductible health plans qualify  
 enrollees for tax-advantaged Health  
 Savings Accounts


• Government premium subsidies available


• Healthcare.gov


• Find a local insurance broker at localhelp.healthcare.gov


• Premiums increase annually based on  
 the previous year’s group costs


• Tax incentives for small businesses


• Employer chooses network and doctors


Insurance costs by state
Each state has distinct policies that affect health insurance costs for its residents, and costs can vary significantly 
between states. For example, Wyoming has the highest average marketplace premium at almost $10,600 per 
year—almost three times the $3,700 average cost in Minnesota.


NJ


IN
OH
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NHMN
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AR
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NV
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NY


NC


ND
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RI


SC
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TX
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WI


WY


HI


AK


$7,536 - $10,572


$6,252 - $7,320


$4,968 - $6,240


$3,708 - $4,860


Annual Cost


Annual Insurance Premiums for 2020 by State
For 40-year old non-smoker


Source:  “Marketplace Average Benchmark Premiums,” Kaiser Family Foundation, October 2019.


Enrollment timing
Your personal situation will play a major role in how you enroll in a health insurance plan. The following list covers 
some of the most common scenarios for individuals who don’t have the option of an employer-sponsored plan.


Self-employed 
The open enrollment period established under the Affordable Care Act occurs annually between November 1 
and December 15 for coverage beginning on January 1 of the following year. To enroll in an individual plan 
outside of these dates, you must have a qualifying life event, such as losing your job, having a baby, or moving. 
This qualifies you for a special enrollment period that extends for 60 days before and after the event. If you 
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don’t have a qualifying life event, you may need to purchase a short-term plan for coverage until the end of 
the year. However, short-term plans often offer significantly less coverage than annual plans. 


Small business owner 
You can apply for small business health insurance, which lets you add or remove employees from the plan at 
any time. You can make changes to your current benefits with the same insurer once per year. To qualify for 
small business health insurance, you must have at least two non-related employees whose income is reported 
on IRS Form W-2. Additionally, you must also enroll at least 70% of your uninsured, full-time employees.


Recent employment loss 
COBRA allows eligible employees and their dependents to continue their health insurance coverage for 18 to 
36 months when they lose their job or experience a reduction of work hours. For extended coverage under 
COBRA,6 you must pay the plan’s full premium. Without your employer’s subsidy, continuing a plan under 
COBRA might be more expensive than purchasing a new individual plan.


Medicare 
The Medicare enrollment period begins three months before your 65th birthday and continues for seven months. 
Failure to enroll during this period can result in a late-enrollment financial penalty and other consequences. 
See our Medicare 101 briefing for more information.


Family plans
Plans covering multiple family members are often more economical and convenient than individual plans. 
While the monthly premium increases with each additional person on the plan, the annual deductible simply 
doubles, regardless of family size.7 Thus, for a family of four, the overall family deductible would be lower 
than the sum of the individual deductibles. Additionally, if you have more than three children under the age 
of 21, you only pay for the oldest three. Unless they have disabilities, children cannot stay on their parents’ 
insurance plan after the age of 26. The Affordable Care Act requires companies with more than 50 employees 
to cover their employees’ dependents under the age of 26.


Mental health
One in five Americans experiences some form of mental illness, but mental health care can be prohibitively 
expensive.8 The Affordable Care Act requires that insurance plans cover mental health treatment to the same 
extent they cover other medical expenses. However, you must pay out of pocket for therapy sessions until you 
reach your deductible. After that, you will owe copays for each visit. Furthermore, just over half of therapists 
accept insurance, so those who do often have crowded schedules.9


6 Consolidated Omnibus Budget Reconciliation Act, a federal law passed in 1985.
7 “How Does the Size of My Family Impact My Insurance Cost?” (Blue Cross Blue Shield of Michigan). 
8 “Key Substance Use and Mental Health Indicators in the United States: Results from the 2018 National Survey on Drug Use and Health” (Substance Abuse and Mental 


Health Services Administration, August 2019).
9 Tara F. Bishop et al., “Acceptance of Insurance by Psychiatrists and the Implications for Access to Mental Health Care,” JAMA Psychiatry 71, no. 2 (2014): pp. 176-81.








RetiRement Plan Fund  
Selection 101


Overview
Many clients seek our recommendations in making fund selections from their employer-sponsored retirement 
plan menus. Whether it’s a 401(k), a 403(b), a 457 or some other type of plan, the menu typically offers dozens 
of fund choices, each with its own array of disclosures and fees. The idea of reviewing all these individual 
funds in detail to find the “right” investment mix can be overwhelming. Many people become paralyzed and 
accept the typical default choice of a “target date” fund—which can be a very costly mistake.


Fortunately, retirement plan fund selection doesn’t need to be complicated. This guide outlines the simple, 
three-step process we use. By investing your retirement funds entirely in equities1, selecting only index funds, 
and then allocating 80% of your assets to domestic investments and 20% to international, you’ll be able to 
set it and forget it.


3-Step Retirement Plan Fund Selection Process


1st Decision 


Choose Asset Class


Life Cycle/ Target DateBondsBalancedEquities:  100%


2nd Decision 


Choose Index Funds


Actively ManagedIndex


3rd Decision 


Allocate:  80% Domestic / 20% International


International:  20%Dometic:  80%


1 Our publication “Asset Allocation Made Easy” explains in detail how investors should spread their assets among stocks, bonds and cash. Since retirement funds are, 
by their nature, long-term investments, as a general rule they should be allocated 100% to equities.
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The conventional wisdom regarding asset allocation is to spread one’s assets among stocks, bonds and cash, 
primarily to mitigate the volatility of the equity market. This can be costly advice, because the attempt to 
shield against the equity market’s temporary volatility also deprives an investor of the permanent incremental 
returns offered by equities.


Over time, equities—not bonds—have been the best  
way to preserve and grow purchasing power. Since 
1926, equities have delivered a 7% real return for 
large-company stocks and a 9% real return for small- 
company stocks—double and triple the 3% real return 
for bonds. And when it comes to long-term growth 
capital, including retirement funds, remaining 100% 
invested in equities becomes even more important.


Equities are more volatile than bonds, and the bumpy 
ride is the reason for the higher returns. But volatility 
is not risk. Volatility is a short-term disturbance, where-
as the long-term returns from equities are enduring. 
Equities are a good investment because they go down 
temporarily and up permanently. 


We believe that equity index funds should be the core 
holding in a retirement account because these funds 
are broadly diversified and low-cost. Over every cycle, 
equity index funds have consistently outperformed the 
vast majority of actively managed mutual funds.


In your retirement plan, choose to invest only in equity 
index funds.


For example, through a fund such as the Vanguard 
Total Stock Market index mutual fund (ticker symbol 
VTSAX), you can own over 3,500 individual U.S. equities, 


2 Source: Vanguard website, based on most recent data available from Morningstar, Inc.


We never recommend “target date”or 
“life cycle” funds. These funds are 
named for the target retirement year 
(such as Target Date 2040) and are 
designed to periodically reallocate their 
holdings to a more “conservative” 
mix—inexorably upping the proportion 
allocated to bonds—as the target year 
approaches.


Since the average life expectancy of a 
new retiree is measured in decades, not 
years, maintaining a long-term asset 
allocation to equities is the best way to 
preserve and grow purchasing power 
over time. The fundamental problem 
with target date funds is that too high 
an allocation to bonds may cause a  
retiree to run out of money over the 
span of a retirement period that can 
last 30 years or more.


Avoid the  
Target Date Fund Trap



with exposure to stocks of all sizes. With large-cap stocks comprising about 80% of the portfolio, midcaps about 
14%, and small- and micro-caps accounting for the balance, you can enjoy complete size and sector diversification.


The annual expense ratio for this Vanguard fund is 0.04%, compared to 0.94% for similar mutual funds.2 
Vanguard founder Jack Bogle reminds us of the importance of minimizing costs:  “In the fund business, you 
get what you don’t pay for.” In other words, every dollar not paid to a fund manager or for administrative 
expenses means an extra dollar of return for investors.


Most equity investors own far more individual securities and funds than they need to achieve diversification. 
We recommend investing in one domestic equity index fund and one international index fund. That’s it. Trust 
your instinctual desire for simplicity:  You will understand exactly what you own and why you own it.


1st Decision 


Choose 100% Equities


2nd Decision 


Choose Index Funds
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We live in a global economy, and human ingenuity is not limited to the United States. There are dominant 
companies in developed markets such as Japan, the U.K., France and Germany, as well as in “emerging” markets 
such as China, South Korea and India. Given a world population of about 7.6 billion people, only about 4% of 
whom live in the United States, international equities offer the opportunity to share in the profits of companies 
that serve the remaining 96% of the world.


The key question is what percentage of an equity portfolio should be allocated to international equities. 
Different perspectives and methodologies have led to a diverse range of opinions in academic and Wall Street 
circles about the “optimal” allocation.3


We suggest 20%. To be sure, this is not a mathematically derived number. But round numbers are easy to 
understand and remember, and picking one avoids the fool’s errand of trying to calculate a mathematically 
precise “optimal” allocation amidst widely diverging viewpoints.


In short, we recommend an 80/20 split between one domestic and one international equity index fund.


3 For a detailed discussion of these methodologies, please see our article “International Equities Allocation:  How Much and Why?” Sept. 2018.


These plans, which include 401(k)s, 403(b)s, SEPs and SIMPLE plans, 
among others, offer employees an opportunity to have retirement 
contributions deducted directly from their paychecks. The employer 
(or an employer-selected plan sponsor) is responsible for operating the 
plan in accordance with all applicable laws and regulations. The plan 
sponsor decides who is eligible for the plan, how much they can con-
tribute, and what investment options will be available, along with the 
availability of plan features such as hardship withdrawals and loans.


Quick Guide to  
Employer-Sponsored Retirement Plans





3rd Decision 


Allocate:  80% to Domestic, 20% to International


Choose One Domestic Equity Index Fund


When we review your retirement plan options, we’ll identify the fund that most closely 
tracks VTSAX and recommend this selection as your single domestic equity index fund.


Choose One International Index Fund


As with our example for the U.S. market, there is a simple way to own the leading 
businesses of the rest of the world. Through a Vanguard Total International Stock index 
mutual fund (VTIAX), at an annual cost of 11 basis points (0.11%), you can own over 
6,300 individual non-U.S. equities, with exposure to companies based in Europe (about 
43%), Asia (about 29%), emerging markets (about 21%) and Canada (about 7%).


Also, as with our example for the U.S. market, we’ll review your plan’s options to identify the fund that most 
closely tracks VTIAX and then recommend this choice as your sole international index fund.
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You Have a Plan, Now Stick to It
Because retirement plans allow you to dollar-cost 
average your investments, buying small slices 
regularly through payroll deductions instead of 
contributing a lump sum, the temptation to try 
to time the market is largely eliminated. But it 
can still be tough to watch your balance decline 
during market turbulence.


It can be tempting to periodically tinker with 
your plan options or reallocate current balances 
if one of your investments is outperforming the 
other in the short term. Don’t.


Your ability to stick with your plan, rather than 
succumb to panic and abandon it, is the best 
path toward reaching your retirement plan 
savings goals.


Precisely how much one should save varies 
considerably based on individual circumstances. 
The optimal savings rate considers age, income, 
current savings, planned retirement age and 
date- and dollar-specific financial goals.


As a rough rule of thumb, starting in your 20s, 
you should plan to set aside 10% to 15% of 
your income as savings for retirement.


The easiest and least painful way to save for  
retirement is to commit to making the maximum 
contribution permissible under your retirement 
plan. If this is not financially feasible, then you 
should instead arrange to increase your savings 
rate as your pay rises.


How Much  
Should I Contribute?










