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Life Insurance for any Age — 
Especially During Retirement
There are many reasons why life 
insurance can make sense in retirement.

Future of Health Care 
Coverage? Look to the States

The future of the Affordable Care 
Act (ACA) is uncertain and health 

benefit costs are skyrocketing, but 
several states are working to take 
control of the matter.

Repeal the ACA
The Republican-led House and 

Senate passed a tax bill in December 
2017 that eliminated the ACA’s indi-
vidual mandate, which was estab-
lished to ensure that healthy Ameri-
cans purchased health insurance to 
keep premiums down for everyone 
else, including those who were ill 
and needed more care.

Twenty Republican states are 
planning a lawsuit to abolish the 
ACA. Although the ACA was upheld 
in 2012 as constitutional, Texas and 
Wisconsin Attorneys General called 
the individual mandate an “uncon-
stitutional and irrational regime” 
that was forced on the states. They 

It’s not always easy to save enough 
money to cover your retirement needs 
or the needs of your dependents once 
you’re gone. Having to retire early or 

suffering through poor investments can hin-
der savings efforts. That’s why life insurance 
can be a good investment — even after you 
retire.

Term life insurance can be a good fit if you 
think your children will be on their own, your 
house will be paid off, and you have enough 
money to provide for your loved ones. How-
ever, that scenario doesn’t apply to everyone. 
Some people may need permanent life insur-
ance. There are many reasons you might need 
permanent life insurance during retirement.
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What Permanent Life  
Insurance Provides

A permanent life insurance policy provides 
coverage for as long as you pay the premi-
ums. It also has a benefit that term insurance 
does not — the capability to accumulate cash 
value on a tax-deferred basis. Cash values can 
be used for any purpose. Unlike loans from 
most financial institutions, you do not have to 
pass a credit check or other restrictions to use 
the money. If you don’t repay it, your benefi-
ciaries will receive a reduced death benefit. 
If you must stop paying premiums, you can 
use the cash value to continue your insurance 
protection with a lower death benefit. 

Why Life Insurance Makes  
Sense During Retirement
Y Dependents — If you’re taking care of 

parents or a special needs relative, you 
need to ensure there’s enough money to 
pay off the mortgage and other debts and 
to provide regular financial support. This 
is especially important if you work during 
retirement for additional income. Life in-
surance can provide that financial support 
to your dependents after you die.

Y Spouse — Unfortunately, many people 
take so much out of their pension or re-
tirement savings that nothing is left for 
the surviving spouse. Life insurance can 
be used to replace retirement benefits. In 
addition, your spouse could live 10 to 30 
years longer than you. If that happened, 
would your retirement money last that 
long?  

Y Final expenses — You might have enough 

retirement money saved for your depen-
dents, but are your final expenses cov-
ered? Those expenses can include funeral 
costs and estate settlement costs, includ-
ing estate and inheritance taxes. This is 
especially important if you have a large 
estate.

Y Good rate of return — A permanent life 
insurance policy can give you a better rate 
of return than a certificate of deposit. It’s 
a way to have some money invested at no 
risk.

Y Illness — It’s not pleasant to think about 
having a terminal illness, but it pays to 
plan for it. People often live 15 to 20 years 
longer than planned, and the possibility 
of having a lingering illness increases with 
age. It pays to have an accelerated death 
benefit rider added onto your policy. With 
this rider you can receive a lump sum por-
tion of your death benefit to pay medical 
expenses if you become terminally ill or 
need to live in a nursing home.

Y Create or Protect a Legacy — Your benefi-
ciaries must pay taxes on inherited assets, 
including IRAs and tax-deferred annuities. 
Beneficiaries can use the death benefit to 
pay those taxes. 

Y Replace Employer Policy — After you re-
tire from your job, your employer may 
cancel your employer-sponsored group 
life insurance plan coverage. To make sure 
you’re not left with zero coverage, buy 
coverage now because it’s cheaper when 
you’re younger and have no health issues. 

Y Supplement Retirement Income — You 
might have enough cash value in a perma-

reason that eliminating the penalty, which was 
deemed a tax, means the rest of the ACA won’t 
stand.

Bring Back the Individual Mandate
Nine states are considering the opposite ac-

tion — possibly bringing back the individual 
mandate. 

Maryland lawmakers are developing a plan 
to replace the mandate. California, Connecti-
cut, Hawaii, Rhode Island, Washington, Minne-
sota, New Jersey, and Vermont, and the District 
of Columbia also are considering similar moves.

nent life insurance policy to fund your re-
tirement interests, such as starting a busi-
ness, pursuing a hobby, or paying for an 
emergency. Remember that taking out 
the cash value reduces the death benefit, 
and you might have to pay taxes on the 
amount you withdraw.

Y Favorite charity — You can name a charity 
as your beneficiary. Gifts to charities are 
tax deductible, so your gift will not be 
subject to estate taxes.

How Much Coverage Do I Need?
Talk to your agent about how much mon-

ey you’ll need to meet the needs listed above. 
That amount will determine how much cov-
erage you need.

Am I too Old to Buy Insurance?
You can still buy a policy in retirement, al-

though the premiums will probably be higher 
than if you were much younger. 

Please contact us if you still have ques-
tions about whether life insurance is right for 
your situation.  



Life & Health Insurance Advisor • Summer  2017

continued on next page

Annuities

Annuity Sales to Pick-Up in 2018
Rule changes in 2017 caused a decline in annuity sales. Still, 
annuities remain popular with investors for a number of reasons.

Have you considered what you’re 
going to do when you retire and 
no longer receive a regular pay-
check? What are you going to 

do if you outlive your 401(k) retirement plan?
Many retirees depend on payments from 

an annuity.
An annuity is a contract you make with a 

life insurance company. In exchange for the 
premiums you pay the company for an insur-
ance policy, you receive the benefits of tax-
deferred growth and a steady income during 
retirement — no matter how long you live. 
You can choose to receive payments monthly, 
quarterly or in a lump sum.  

LIMRA, formerly known as the Life Insur-
ance and Market Research Association, ex-
pects annuity sales to increase by up to four 
percent this year. 

It was a different picture last year. Annuity 
sales declined in 2017 after the Department 
of Labor partially implemented impartial 
conduct standards. The conduct standards 
required brokers and advisors to only recom-
mend products that are in the best interest 
of investors, and to only charge reasonable 
compensation. Some brokers hesitated to 
recommend annuities because of uncertainty 
about the extensive new contractual require-
ments. The entire rule is scheduled to be im-

plemented in July 2019.  
Still, annuities are popular with investors 

because, in addition to providing guaranteed 
income payments, there is no annual contri-
bution limit. If you are nearing retirement, 
you can use an annuity to make “catch up” 
contributions to increase your savings ac-
count to the level it needs to be. Plus, the an-
nuity compounds without your having to pay 
taxes during this period, which helps your re-
tirement fund grow even faster.  

Annuities can provide either immediate 

or deferred income streams. An immediate 
annuity starts as soon as you pay the entire 
premium — either with a single payment or 
a series of payments. A deferred annuity pro-
vides a lower guaranteed income, but also 
gives you greater access to your investment. 
You can choose investments that work to-
ward long-term growth or you can lock in a 
specific interest rate. 

Annuities also come in fixed and variable 
forms:
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Fixed — If you choose a fixed 
annuity, the insurance company 
will guarantee a certain interest 
rate for a fixed period. This op-
tion is popular with people who 
are more comfortable knowing 
exactly how much their money 
is earning. However, the down-
side is less growth opportunity 
for your investment.

Y Fixed Indexed — With an 
indexed annuity, the insur-
ance company offers a mini-
mum rate of return, such as 
1 to 3 percent. This helps 
preserve the principal and 
allows the funds to grow 
when the market is doing 
well. If the market has a 
good year, you receive a 
higher rate, but if it does 
poorly, you get at least the 
minimum rate. The annuity 
interest rate is determined 
in part by reference to an 
investment-based index, 
such as the S&P 500 Com-
posite Stock Price Index, a 
collection of 500 stocks cho-
sen to represent a broad 
segment of the market.

Variable — A variable annu-
ity gives you more control over 
your investment dollars. You 
can allocate your funds among 

a variety of stock options and 
choose whether to make those 
investments aggressively or 
conservatively. Variable annui-
ties carry more risk, but have 
the benefit of possible higher 
returns — plus your invest-
ments are tax deferred. Vari-
able annuities do not guaran-
tee you will get a payout.

Is an Annuity Right for 
You?

Annuities are not for every-
one. Some insurance compa-
nies charge high fees — two to 
three percent. Others impose 
high surrender charges if you 
withdraw your money before 
age 59 and a half. Surrender 
charges usually decline annu-
ally until they get to zero. You 
also must decide whether you 
feel the insurance company of-
fering the annuities you’re in-
terested in is financially sound, 
because you are depending on 
the company to support you 
throughout your retirement.

Many investors feel the ad-
vantages outweigh the disad-
vantages. Talk to your broker or 
adviser if you think an annuity 
might be a valuable addition to 
your current retirement plan.  

Insurance Terminology 101  
— What You Don’t Know 
Could Cost You
Health insurance protects you from financial 
ruin should you have a serious health issue and 
makes it more likely you’ll seek treatment when 
you’re ill.

To get the most from 
your coverage, you 
should understand 
certain financial insur-

ance terms and how they affect 
your coverage. The more you 
understand what bills you are re-
sponsible for, the better you can 
avoid financial difficulties if you 
need medical treatment. 

Copay
Each time you see a doctor or 

buy a prescription, you’re asked 
for a fixed sum payment. That’s 
your copay. Check your insurance 
card — the amount you have to 
pay should be listed on the card. 

You may not have to pay a co-
pay if your health insurance plan 
pays for an annual check-up and 
preventive care services. 

Deductibles
When choosing a health insur-

ance plan, varying levels of de-
ductible are often available.

A deductible is the amount 
you pay out-of-pocket each year 
for certain medical services or 
medicines. After you reach the 
deductible, the insurance com-
pany will pay the majority of your 
eligible bills. For example, if you 
have a $3,000 annual deductible, 
you must pay the first $3,000 of 
your total eligible medical costs 
before the insurance company 
starts to cover more or all of the 
costs of your medical bills.

There’s also a deductible for 
family coverage. Once one or 
more of your family members 
meet the family deductible, then 
an insurance company will start 
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paying the expenses for all family members, 
even if one or more family members haven’t 
met the individual deductible.

Not every medical service or procedure 
qualifies. Check your insurance policy, but 
eligible medical services that usually count 
toward your deductible include bills for hos-
pitalization, surgery, lab tests, MRIs, CAT 
scans, anesthesia, physical therapy, medical 
devices, mental health care, and chiroprac-
tic care. Copays and premiums usually don’t 
count toward your deductible.

Deductibles range from $0 to thousands 
of dollars. Usually, the higher the deductible 
your plan has, the lower the premium you 
pay. While it might be tempting to go with 
the higher deductible to save money on your 
monthly premium, you must also consider 

Out-of-Pocket Maximums
If your medical expenses are high, there 

may come a time when you don’t have to 
pay copays and coinsurance. You only pay 
medical expenses until you meet your out-
of-pocket maximum. An out-of-pocket maxi-
mum is the most you must pay for covered 
medical expenses during a policy period. This 
amount includes the money you spend on 
deductibles, copays and coinsurance. Once 
you reach your annual out-of-pocket maxi-
mum, your insurance will pay 100 percent of 
your covered medical and prescription costs 
for the rest of the plan year. You still will pay 
your premiums until the end of the plan year. 

Insurance language can be hard to deci-
pher sometimes. If you have questions about 
insurance terminology, don’t hesitate to ask 
us.  

how much medical care you or your family 
might need during the year. For instance, if 
you know you will have a medical procedure 
that should be done soon, it would be more 
cost effective to pay for the lower deductible.

Coinsurance
Coinsurance is the portion of medical 

costs you and your insurance company will 
share once you meet your deductible. The 
amount is usually represented by a percent-
age. Typical percentages are 100%, 90/10, 
80/20 and 50/50. For example, if you met 
your deductible and later had a $2,000 medi-
cal procedure, with an 80/20 coinsurance 
insurance plan, you will pay $400 and your 
insurance company will pay $1,600. 
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Convert a Roth IRA Once? Yes. Twice? No.

R oth IRAs were started 20 years ago to provide tax-free 
income during retirement. Roths are only available to in-
vestors below a certain income. Single tax filers in 2018 
can use a Roth if their 2018 income is less than $120,000. 

Eligibility is phased out at $135,000. The phase-out range for married 
couples filing jointly is $189,000 to $199,000.

Investors can convert their traditional IRA into a Roth IRA. Contri-
butions to a traditional IRA are not taxed until they are withdrawn at 
retirement. The benefit of conversion (or recharacterization) is any 
untaxed amounts rolled over or transferred to the Roth are subject to 
taxation. Investors who recharacterize often expect their tax will be 
lower based on lower values.

Your Investment Options Now
You can still do a Roth conversion and do it in increments, but you 

can no longer reverse the conversion. In that case, it pays to:

Y Think before you leap — Estimate how much tax you’ll owe on the 
conversion amount to see if it’s affordable. Better, wait until year 
end so you’ll have a better idea of your overall finances.

Y Opt for smaller annual conversions — Instead of converting your 
money all at once, consider making smaller annual conversions 
over several years. That saves you from having to pay a lot of taxes 
one time.

Y Use a backdoor Roth IRA — If you make too much money to con-
tribute to a Roth IRA, you can contribute to a traditional IRA and 
then move the funds to a Roth IRA. Called a backdoor Roth IRA, it 
is legal if you meet age and earned income requirements. 

If you decide a Roth IRA conversion is right for you, please call us.  
  

With the passage of the tax reform bill late last 
year, you can no longer undo Roth IRA conversions. 

Retirement
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