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Welcome

Welcome to Family Financial Education Foundation. Congratulations! You've made a wise and life-changing decision to get out of debt and take the necessary steps toward a brighter and more stable financial future. We hope you'll feel good knowing that you've joined with thousands of other individuals who are determined to stop their spiraling use of credit cards and ultimately become "debt free." We value you as a client and will assist you in working with your creditors to achieve your goals.

FFEF Mission Statement

The mission of Family Financial Education Foundation (FFEF) is to strengthen and support low to moderate income individuals, families, and communities by providing free customized education, counseling, debt management programs, and other related services.

Our Vision

  The vision of Family Financial Education Foundation is that each of our clients will free himself from the bondage of debt and be able to declare his financial independence. 



 




Chapter 1: New Views about Retirement

In Volume 10, we discussed a number of important topics surrounding the need to plan for the future. These topics included estate planning, living trusts, wills and trusts, writing your will, unexpected expenses, financial planning for retirement, Social Security, 401(k) retirement savings programs, and IRAs. In Volume 12, we maintain the focus on planning for the future while shifting the emphasis to the financial concerns of senior citizens (essentially anyone over 50 years old), as well as the timely topic of caring for the elderly, given that many readers are part of the baby boomer “sandwich generation” who may still be raising children while needing to care for their elderly parents.

 

When did the future switch from being a promise to being a threat? — Chuck Palahniuk




 

New Views about Retirement



No question about it. Retirement means different things to different people, and Americans across generations are developing new and different ideas about how they expect to approach retirement. Such are the findings from a study conducted by Charles Schwab & Co. and Age Wave.

The Schwab and Age Wave study, entitled “Rethinking Retirement: Four American Generations Share Their Views on Life’s Third Act,” examined attitudes and opinions of 3,866 respondents across four generations: Silent Generation (ages 63 to 83), Boomers (ages 44 to 62), Generation X (ages 32 to 43), and Generation Y (ages 21 to 31). According to Charles Schwab, founder, chairman, and CEO of the Charles Schwab Corporation, the study results reveal that people are rethinking the old model of retirement. On average, people believe ‘old age’ doesn’t begin until 75 or older. With the average retirement age now in the early 60’s, Americans are reasonably planning for upwards of 30 years in this stage of life. 


How We View Retirement— “Me” Versus “We”

According to the study, the new thinking about retirement shows that nearly half (45%) of survey participants see retirement as a time to give back to their families and communities. This may be due in part to seeing a gap of potentially productive years between retirement age, which participants define as 63, and “old age,” which they say does not start until around 75. People who view retirement as a time to give back are more likely to believe they will stay youthful longer and that success is about having loving family and friends.

A Schwab company news release dated July 15, 2008 summarized the survey findings as follows:

1. Respondents are thinking about their retirement futures and say they will need to have saved at least $500,000 to live comfortably in retirement, which is twice the median net worth of today’s Boomer pre-retirees. Additionally, only a quarter of Americans say they clearly understand Social Security and how it works. Just 11% of Americans say they understand Medicare very clearly. 

2. Looking forward, survey participants identify a need for self-reliance in retirement. Younger generations, especially, see larger parts of their retirement funds coming from personal savings and investments. Generation Y (ages 21 to 31) expects 61% of its retirement funding to come from personal savings and investments versus 32% from the oldest generation (ages 63 to 83). 

3. Survey participants say they haven’t received the support they need to prepare for retirement, so 78% have acquired financial management skills on their own. 

4. Staying mentally active—not the paycheck—is the No. 1 reason people want to work in retirement, and 60% say they would like to enter a different line of work. People are asking for a new model for work life in their later years: 40% said they would like to trade off between periods of work and leisure during their retirement years. 

5. The “sandwich” effect is becoming even more complex. Survey respondents are anticipating even more generational interdependence and support in their later years. While four in ten anticipate they will need to financially support their parents, one in four worry that they will have to financially support their siblings. Among younger respondents, these concerns are the strongest. 


Nearing Retirement Age

Concerns about Social Security—Questions and Answers

As mentioned earlier in connection with the Charles Schwab survey, only 25% of Americans say they clearly understand Social Security and how it works. Without question, there’s an important national discussion going on concerning the future of Social Security. To help answer some of the most commonly asked questions, the Social Security Administration provides some helpful answers in response to questions about Social Security benefits:

Q: I am retired and receiving a monthly check from Social Security. Are my monthly payments going to be cut? 

A: No, there are no plans to cut benefits for current retirees. In fact, benefits will continue to be increased each year with inflation. Even without any changes, current benefits are expected to be fully payable on a timely basis until 2033 at which time it is estimated that payroll taxes will be enough to pay only 75 cents for each dollar of scheduled benefits. 

Q: I’ll be retiring in the next five to ten years. Can I expect my presently scheduled benefits to be paid to me at retirement? 

A: Most reform plans preserve scheduled benefits, including cost-of-living increases, for near-retirees. President George W. Bush has defined a “near-retiree” as someone aged 55 and older. However, without change, it is expected that the program will no longer be able to pay current benefits in full starting 2033. At that time it is expected that only 75% of currently scheduled benefits will be payable.

Q: My parents are receiving Social Security payments. Should I be worried that their monthly checks will be cut and that I will have to make up the difference?

A: No, there are no plans to reduce benefits for current retirees. In fact, benefits will continue to grow annually with inflation. Even without any changes, current benefits are expected to be fully payable on a timely basis until 2033.

Q: I am receiving disability benefits from Social Security. Should I be worried that my monthly check will be cut?

A: Most plans do not reduce the benefits of currently disabled beneficiaries. However, without change, it is expected that the program will no longer be able to pay current benefits in full starting in 2033. At that time it is expected that only 75% of currently scheduled benefits will be payable.

Q: I’m 49 years old. If nothing is done to change Social Security, what can I expect in retirement benefits from the program?

A: Unless changes are made, at age 69 in 2033 your scheduled benefits could be reduced by 25% and could continue to be reduced every year thereafter from presently scheduled levels.

Q: Should I count on Social Security for all my retirement income? 

A: No. Social Security was never meant to be the sole source of income in retirement. It is often said that a comfortable retirement is based on a “three-legged stool” of Social Security, pensions, and savings. American workers should be saving for their retirement on a personal basis and through employer-sponsored or other retirement plans. 

Q: Does Social Security have dedicated assets invested for my retirement? 

A: Social Security is largely a “pay-as-you-go" system with today’s taxpayers paying for the benefits of today’s retirees. Money not needed to pay today’s benefits is invested in special-issue Treasury bonds. 

Q: Is there really a Social Security trust fund? 

A: Yes. Presently, Social Security collects more in taxes than it pays in benefits. The excess is borrowed by the U.S. Treasury, which in turn issues special-issue Treasury bonds to Social Security. 

Q: I hear that Social Security has a big financial problem? Why? 

A: Social Security’s financing problems are long term and will not affect today’s retirees and near-retirees for many years, but they are very large and serious. People are living longer, baby boomers are nearing retirement, and the birth rate is lower than in the past. The result is that the worker-to-beneficiary ratio has fallen from 16.5-to-1 in 1950 to 3.3-to-1 today. Within 40 years it will be 2-to-1. At this ratio there will not be enough workers to pay scheduled benefits at current tax rates. 

Q: What will happen if Social Security is not changed? 

A: If Social Security is not changed, then by about 2033 payroll taxes will have to be increased, the benefits of today’s younger workers will have to be cut, or some other source of revenue, like transfers from general revenues, will be required. Social Security’s Trustees state, “If no action were taken until the combined trust funds become exhausted in 2033, then the effects of changes would be more concentrated on fewer years. For example, payroll taxes could be raised to finance scheduled benefits fully in every year starting in 2033. In this case, the payroll tax would be increased to 15.94 percent at the point of trust fund exhaustion in 2033 and continue rising to 16.60 percent in 2082. Similarly, benefits could be reduced to the level that is payable with scheduled tax rates in every year beginning in 2033. Under this scenario, benefits would be reduced 25 percent at the point of trust fund exhaustion in 2033, with reductions reaching 27 percent in 2082.” (The 2012 Annual Report of the Board of Trustees of the Federal Old-Age and Survivors Insurance and Federal Disability Insurance Trust Funds, April 23 2012)

Q: How big is the future problem?

A: Social Security is not sustainable at currently scheduled levels over the long term with current tax rates without large infusions of additional revenue. There will be a growing shortfall once the trust fund reserves are exhausted in 2033. Social Security’s Chief Actuary projects that in present-value dollars, the financial shortfall (or unfunded obligation) for the 75-year period is $20.5 trillion. This unfunded obligation is equal to 3.9% of the taxable earnings or 1.3% of the nation’s gross domestic product (GDP) over the next 75 years. 

Q: If Social Security’s financial problem is so long-term, why do we need to fix it now?

A: Addressing the problem now allows the burden of reform to be spread over more generations, and gives younger people more time to adjust their own retirement planning decisions. As the Trustees of Social Security, the Comptroller General of the United States and the Chairman of the Federal Reserve Board have said, the sooner we address the problem, the smaller and less abrupt the changes will be. The independent, bipartisan Social Security Advisory Board has said: “As time goes by, the size of the Social Security problem grows, and the choices available to fix it become more limited.” Addressing the problem now will allow today’s younger workers planning for their retirement to have a better assurance of the future of Social Security.

Q: What are the alternatives for modernization and reform?

A: The four basic alternatives that are being discussed—singular or in combination with each other—are (1) increasing payroll taxes, (2) decreasing benefits, (3) using other financing sources such as general revenues, or (4) pre-funding future benefits through either personal savings accounts or direct investments of the trust funds.

Q: Would a “lock box” fix Social Security’s problems in and of itself? 

A: No. As Social Security’s Chief Actuary has stated, “The implementation of a Social Security ‘lock box’ would not alter the U.S. Treasury commitment and thus would have no direct effect on the future solvency of Social Security. However, if the effect of a ‘lock box’ were to require that the non-Social Security Federal budget be in balance or surplus for the years in which Social Security makes investments, then the amount of borrowing from the public might be reduced. In this case the difficulty of generating General Revenue for the redemption of Trust Fund investments in the future would likely be diminished.”

Q: Social Security’s future challenges are caused by the aging of our population. Do other countries have similar problems?

A: Yes. Most countries in Europe, as well as Japan, have more serious challenges than the U.S. Even some developing countries are starting to face up to the aging of their populations. 

In addition to the helpful answers provided above by the Social Security Administration, the American Association of Retired Persons (AARP) offers the following enlightening answers to other frequently asked questions: 

Q: Wouldn’t putting my payroll taxes in an individual account give me control over my own money? 

A: Personal control can be appealing and has a definite place in your retirement portfolio-in addition to Social Security. However, privatized or carve-out accounts fundamentally change Social Security and undermine the program’s benefits. What proponents of carve-outs don’t tell you is that in reality, you wouldn’t have that much control—your investment choices would likely be very limited. Most carve-out proposals would limit workers to just a few investment choices to try to keep administrative costs down. 

Q: Can’t I do better by investing on my own? 

A: Maybe, but maybe not. Market averages are just that—averages. If you put one foot in boiling water and the other in ice-water, on average the water is comfortable. The reality, of course, is very different. Personal accounts come with a host of risks. The majority of mutual funds under-perform the market average. The stock market goes down as well as up, and sometimes it stays down for quite awhile. Many retirees who thought they were set financially are having to cut their budgets dramatically or even return to work because the value of their portfolios has declined significantly over the past few years—especially in the latter half of 2008. 

As far as personal accounts bringing new control, people already have control over their money when they invest in private pensions, IRAs, and 401(k) plans. When combined with the solid foundation that Social Security provides, these are excellent vehicles for retirement savings. 

Q. Isn’t Social Security a bad deal for African Americans?

A: On the contrary—Social Security is indispensable to African Americans’ overall income security. Most studies claiming Social Security is a bad deal for African Americans have several fundamental flaws. They look only at retirement benefits and completely ignore Social Security’s disability and survivor benefits. Although African Americans have a shorter life expectancy than whites, they rely more on the life insurance and disability protection that Social Security provides.

Q: Isn’t Social Security a bad deal for Hispanics?

A: Social Security benefits are especially important to Hispanic Americans because they tend to live longer on average than do other Americans. Social Security’s retirement benefits are guaranteed to last a lifetime and provide annual cost-of-living adjustments. Hispanic Americans are also less likely than whites to have pensions or other sources of retirement income, so Social Security benefits are integral to their retirement security.

Q: Wouldn’t women do better with individual accounts? 

A: No. The size of an individual’s account would depend largely on how much he or she contributed to the account. Since women tend to have lower earnings and more years out of the paid workforce, they would have fewer dollars going into their accounts. At retirement, because of their longer life expectancies, women would have to make their smaller accounts last over more years. 

Women do very well under Social Security for three primary reasons. First of all, Social Security's progressive benefit formula gives those with low and moderate incomes a better return relative to their contributions. Secondly, Social Security benefits cannot be outlived. Finally, Social Security benefits increase every year to help meet rising costs of living. Since women tend to live longer than men, these protections are especially important. 

Divorced spouses might not be adequately protected under a system of carve-out accounts. Social Security provides survivors and retirement benefits to a woman who was married for at least 10 years to the worker. His benefits and those of his current dependents are not reduced. An individual account would likely be divided up at the time of divorce. 

Q. When should I consider claiming my Social Security benefits?

A. One of the most important decisions you will make in retirement is when to claim Social Security benefits. This decision can make a difference of thousands of dollars for you and your family. There is no one right decision for everyone.

  You may claim your Social Security income (SSI), on the basis of your work record or your status as a dependent, as early as age 62 or as late as 70. Anyone who elects to receive benefits as early as 62 will receive a reduced amount for life. For example, assume your full retirement age is 66 (as it is for people born between 1943 and 1954). If you file for benefits at 62, your SSI would be discounted by 20 percent. Thus if you would qualify for SSI of $1,500 a month when retiring at age 66, electing instead to retire at 62 would reduce your monthly SSI to only $1,200 for the rest of your life.

The economy depends about as much on economists as the weather does on weather forecasters. 

~Jean-Paul Kauffmann


Your Retirement Benefit: How It is Figured 

As you make plans for retirement, you will more than likely ask, “How much will I get from Social Security. To find out, you can use the Retirement Estimator at socialsecurity.gov/estimator. Workers who are age 18 and older also can go online, create their personal account, and request their Social Security Statement. You can review this statement by going to www.socialsecuirty.gov/my statement. Many people wonder how their benefits are figured. Social Security benefits are based on your lifetime earnings and your actual earnings are adjusted or “indexed” to account for changes in average wages since the year the earnings were received. Then Social Security calculates your average indexed monthly earnings during the 35 years in which you earned the most. A formula is then applied to these earnings and Social Security arrives at your basic benefit or “primary insurance amount” (PIA). This is how much you would receive at your full retirement age—65 or older, depending on your date of birth.

Investing should be more like watching paint dry or watching grass grow. If you want excitement, take $800 and go to Las Vegas. —Paul Samuelson Read 

The following worksheet may be used to estimate your retirement benefit if you were born in 1951. It is only an estimate so for specific information, talk with a Social Security representative. This worksheet shows how to estimate social security monthly retirement benefits you would be eligible for at age 62 if you were born in 1951 and became 62 in 2013. It also allows you to estimate what you would receive at 66, your full retirement age, excluding any cost-of-living adjustments for which you may be eligible. If you continue working past 62, your additional earnings could increase your benefit. People born after 1951 can use this worksheet but their actual benefit may be higher due to additional earnings and benefit increase. If you were born prior to 1951, please go online (info taken from www.socialsecurity.gov). 





 


Estimating Your Social Security Retirement Benefit

Step 1: Enter your actual earnings in Column B, but do not enter more than the amount shown in Column A. If you have no earnings enter “0”.



Step 2: Multiply the amounts in Column B by the index factors in Column C, and enter the results in Column D. This gives you your indexed earnings or the approximate value of your earnings in current dollars.



Step 3: Choose from Column D the 35 years with the highest amounts. Add these amounts. $_________



Step 4: Divide the result from Step 3 by 420 (the number of months in 35 years). Round down to the next lowest dollar. This will give you your average indexed monthly earnings. $_________



Step 5a: Multiply the first $791 in Step 4 by 90%. $_________



Step 5b: Multiply the amount in Step 4 over $791 and less than or equal to $4,768 by 32%. $_________



Step 5c: Multiply the amount in Step 4 over $4,768 by 15%. $__________



Step 6: Add a, b, and c from Step 5. Round down to the next lowest dollar. This is your estimated monthly retirement benefit at age 66, your full retirement age.  $_________ 

  

Step 7: Multiply the amount in Step 6 by 75%. This is your estimated monthly retirement benefit if you retire at age 62. $_________

The Following Factors can Change the Amount of Your Retirement Benefit:




  	You choose to get benefits before your full retirement age. You can begin to receive Social Security benefits as early as age 62, but at a reduced rate. Your basic benefit will be reduced by a certain percentage if you retire before reaching your full retirement age.

    

    

  	You are eligible for cost-of-living benefit increases starting with the year you become age 62. This is true even if you do not get benefits until your full retirement age or even age 70. Cost-of-living increased are added to your benefit planning with the year you reach 62 up to the year you start receiving benefits.

    

    

  	You delay your retirement past your full retirement age. Social Security benefits are increased by a certain percentage (depending on your date of birth) if you delay receiving benefits until after your full retirement age. If you do so, your benefit amount will be increased until you start taking benefits or you reach 70.




Let’s Review



Take the following True or False quiz to help you review some of the answers to questions about Social Security you just read. Mark “T” if you think the statement is true, or “F” if you feel the statement is false. You’ll find the answers after the quiz.



1. ____ Americans who are currently retired and receiving a monthly Social Security check will soon see their monthly payments cut. 



2. _____ Social Security benefits cannot be viewed as advantageous to Hispanic Americans. 



3. _____ Social Security’s future challenges are caused by the aging of our population.



4. _____ Social Security is very important to African Americans’ overall income security. 



5. _____ Addressing Social Security’s problems now allows the burden of reform to be spread over more generations, and gives younger people more time to adjust their own retirement planning decisions. 



6. _____ Social Security benefits increase every year to help meet rising costs of living. Since women tend to live longer than men, these protections are especially important. 



7. _____ People have no control over their money when they invest in private pensions, IRAs, and 401(k) plans. 



8. _____ Privatized or carve-out accounts fundamentally change Social Security and undermine the program’s benefits.



9. _____ Social Security is not sustainable at currently scheduled levels over the long term with current tax rates without large infusions of additional revenue.



10. _____ Most countries in Europe, as well as Japan, have less serious challenges than the U.S. when it comes to their social security programs. 

 




Chapter 2: The Pros and Cons of Reverse Mortgages

As reported by the Federal Trade Commission (www.ftc.gov), many consumers in the United States age 62 or older are “house-rich and cash-poor”—meaning that their mortgages are paid off, but they are living on fixed or limited incomes. Whether seeking money to finance a home improvement, supplement their retirement income, or pay for healthcare expenses, many older Americans are turning to “reverse” mortgages, which allow older homeowners to convert part of the equity in their homes into cash without having to sell their homes or take on additional monthly bills.


How Reverse Mortgages Work

In a “regular” mortgage, you make monthly payments to the lender. But in a “reverse” mortgage, you receive money from the lender and generally don’t have to pay it back for as long as you live in your home. Instead, the loan must be repaid when you die, sell your home, or no longer live there as your principal residence. Reverse mortgage loans can be received in a lump sum, a monthly advance, a line of credit, or a combination of all three—while you continue to live in your home. To qualify for a reverse mortgage, you must own your home. The amount you are eligible to borrow generally is based on your age, the equity in your home, and the interest rate the lender is charging. Funds you receive from a reverse mortgage may be used for any purpose.

With a reverse mortgage, you retain title to your home. You are responsible for maintaining your home and paying all real estate taxes. Depending on the plan you select, your reverse mortgage becomes due with interest when you move, sell your home, reach the end of a pre-selected loan period, or die. When you die, the lender does not take title to your home, but your heirs must pay off the loan. Usually, the debt is repaid by selling the home or refinancing the property.


Three Types of Reverse Mortgages

The three basic types of reverse mortgages are: 1) single-purpose reverse mortgages, which are offered by some state and local government agencies and nonprofit organizations; 2) federally-insured reverse mortgages, which are known as Home Equity Conversion Mortgages (HECMs), and are backed by the U. S. Department of Housing and Urban Development (HUD); and 3) proprietary reverse mortgages, which are private loans that are backed by the companies that develop them.

Single-purpose reverse mortgages generally have very low costs. But they are not available everywhere, and they only can be used for one purpose specified by the government or nonprofit lender, for example, to pay for home repairs, improvements, or property taxes. In most cases, you can qualify for these loans only if your income is low or moderate.

HECMs and proprietary reverse mortgages tend to be more costly than other home loans. The up-front costs can be high, so they are generally most expensive if you stay in your home for just a short time. They are widely available, have no income or medical requirements, and can be used for any purpose.

Before applying for a HECM, you must meet with a counselor from an independent government-approved housing counseling agency. The counselor must explain the loan’s costs, financial implications, and alternatives. For example, counselors should tell you about government or nonprofit programs for which you may qualify, and any single-purpose or proprietary reverse mortgages available in your area.

The amount of money you can borrow with a HECM or proprietary reverse mortgage depends on several factors, including your age, the type of reverse mortgage you select, the appraised value of your home, current interest rates, and where you live. In general, the older you are, the more valuable your home, and the less you owe on it, the more money you can get.

The HECM gives you choices in how the loan is paid to you. You can select fixed monthly cash advances for a specific period or for as long as you live in your home. Or you can opt for a line of credit, which allows you to draw on the loan proceeds at any time in amounts that you choose. You also can get a combination of monthly payments plus a line of credit.

HECMs generally provide larger loan advances at a lower total cost compared with proprietary loans. But owners of higher-valued homes may get bigger loan advances from a proprietary reverse mortgage. That is, if you have a higher appraised value without a large mortgage, then you may likely qualify for greater funds. Location (for example, your neighborhood) is only one part of the determination of appraised value.


Reverse Mortgage Safeguards

The federal Truth in Lending Act (TILA) is one of the best protections you have with a reverse mortgage. TILA requires lenders to disclose the costs and terms of reverse mortgages. This includes the Annual Percentage Rate (APR) and payment terms. If you choose a credit line as your loan advance, lenders also must tell you of charges related to opening and using your credit account.

Facts to Consider about Reverse Mortgages


  	Reverse mortgages are rising-debt loans. The interest is added to the principal loan balance each month, because it is not paid on a current basis. The amount you owe increases over time as the interest compounds. Some reverse mortgages have fixed-rate interest; others have adjustable rates that can change over the lifetime of the loan.

    

    

  	Reverse mortgages use up some or all the equity in your home, leaving fewer assets for you and your heirs.

    

    

  	Reverse mortgages typically charge loan-origination fees and closing costs. Insured plans charge insurance premiums; some plans have mortgage servicing fees. You may be able to finance these costs if you want to avoid paying them in cash. But, if you finance the costs, they will be added to your loan amount and you will pay interest on them.

    

    

  	Your legal obligation to repay the loan is limited by the value of your home at the time the loan is repaid. This could include any appreciation in the value of your home after your loan begins.

    

    

  	There are various reverse mortgage plans offered today. Consult your attorney or financial advisor about the tax consequences of the particular plan you are considering. 



 





Chapter 3: Life Insurance Advantages and Disadvantages

Why Buy Life Insurance?

Life insurance. Bah. Who needs it? Well, that’s a good question—one that we each ask ourselves at some point along life’s journey. In a nutshell, determining whether to buy life insurance or not depends on your own situation. If you don’t have people that depend on you (such as a wife and kids or an elderly parent) and the income you bring home, then you probably don’t need life insurance. But if your salary is vital to supporting your loved ones, making the house payment, covering other bills and sending your kids to college, then life insurance can cover these financial commitments should you pass away. 

In this chapter we discuss how to determine if you need life insurance and how much coverage is appropriate. We also cover what types of life insurance policies are available and insurance terms and definitions to make understanding your policy a little easier. 


How to Determine if You Need Life Insurance

Let’s face it. The unexpected death of a family member is devastating for survivors. All too often, the hardships are compounded by financial losses that could have been avoided with adequate life insurance. Such coverage can protect your loved ones against the financial hardships of your death by giving them the means to manage certain expenses. This cash (known as the death benefit) replaces your income and can help your family meet many important financial needs like daily living expenses, mortgage payments, and college savings. What’s more, there is no federal income tax on life insurance benefits. 

Life is really simple, but we insist on making it complicated. — Confucius

To figure out if you need life insurance, you need to think through the worst-case scenario. If you died tomorrow, how would your loved ones get along financially? Would they have the money to pay for your funeral costs, medical bills, taxes, debts, lawyer’s fees, etc.? Would they be able to meet ongoing living expenses like the rent or mortgage, food, clothing, transportation costs, healthcare, etc? What about long-range financial goals? Without your contribution to the household, would your surviving spouse be able to save enough money to put the kids through college or retire comfortably? 

The Washington, D.C.-based Life and Health Insurance Foundation for Education has outlined the following scenarios to help you understand how life insurance might apply to your particular situation. 


  	You’re Married—Most families depend on two incomes to make ends meet. If you died suddenly, could your family maintain its standard of living on your spouse’s income alone? 

    

  

  	You’re a Single Parent—As a single parent, you’re the caregiver, breadwinner, cook, chauffeur, and more. Yet nearly 40% of single parents have no life insurance whatsoever, and many who do have coverage say they need more. 

    

  

  	You’re a Stay-At-Home Parent—Just because you don’t earn a salary doesn’t mean you don’t make a financial contribution to your family. Childcare, transportation, cleaning, cooking and other household activities are all important tasks, the replacement value of which is often severely underestimated. Some surveys have estimated the value of these services at over $40,000 per year. Could your spouse afford to pay someone for these services? 

    

  

  	 You’re Single—Most single people don’t need life insurance because no one depends on them financially. But there are exceptions. For instance, some single people provide financial support for aging parents or siblings. Others may be carrying significant debt that they wouldn’t want to pass on to family members who survive them. If you’re in these types of situations, you should consider owning life insurance because you wouldn’t want your loved ones to be burdened financially in the event of your premature death.

  



Hopefully you now have a better understanding of whether or not you need life insurance. If the answer is yes, then the next step is to determine how much coverage makes sense.


How Much Insurance Do I Need?



So, how much life insurance do you need? The answer isn’t really how much life insurance you need, but rather how much money your family will need after you’re gone. Ask yourself:


  	How much money will my family need after my death to meet immediate expenses, like funeral expenses and debts?

    

  

  	How much money will my family need to maintain their standard of living over the long run?

  



Life insurance proceeds can help pay immediate expenses including uncovered medical costs, funeral expenses, final estate settlement costs, taxes and other lump-sum obligations such as outstanding debts and mortgage balances. They can also help your family cover future financial obligations. But how do you know if you need $100,000, $500,000, $1 million or more? 

The Life and Health Insurance Foundation for Education recommends conducting what’s called a Capital Needs Analysis. First, you evaluate your family’s needs. Gather all of your personal financial information and estimate what each of your family members would need to meet current and future financial obligations. Then add up all of the resources that your surviving family members could draw upon to support themselves. The difference between their needs and the resources in place to meet those needs is your need for additional life insurance.



Or, another approach is to use this handy tool for estimating your need for life insurance. Remember that this tool is only intended to be a guide. It doesn’t consider every factor that might affect your life insurance needs. For a more accurate and detailed analysis, please consult a financial advisor.

$___________ 1. Your family’s anticipated monthly expenses

$___________ 2. Estimate your family’s monthly after-tax income 				  (from any sources below)


  $___________  2a. Spouse’s current income

  $___________  2b. Your family’s Social Security benefit 

  $___________  2c. Other income (such as from interest-bearing assets or retirement plan 					benefits)



$___________ 3. Subtract (2) from (1) and enter it here (3) to estimate your family’s unmet monthly income need

$___________ 4. Multiply (3) by 12 and enter it here (4) to estimate your family’s unmet yearly income 				   need

$___________ 5. Estimate the number of years your family would 			   have this unmet need (for example, if your death 			   occurred tomorrow, approximately how many 			               years would the need exist? Approximately how many years until your children would be self-supporting?)

$___________ 6. Multiply (4) by (5) and enter it here (6) to estimate your family’s total unmet income need 			               (keep in mind this tool does not account for inflation or interest on life insurance benefits)



$___________ 7. Estimate the amount of potential one-time expenses and outstanding debt (from any sources 			   below)




  $___________ 7a. Mortgage balance

  $___________ 7b. Children’s educational needs/						     college expenses

  $___________ 7c. Credit card debt

  $___________ 7d. Other outstanding debt

  $___________ 7e. Miscellaneous special needs



$___________ 8. Estimate final expenses and estate settlement costs 			   (from any sources below)


  $___________ 8a. Funeral costs (While these expenses vary, 			                they typically range from $5,000 to $10,000)

  $___________ 8b. Final expenses (While these expenses 					     vary, they typically range from $5,000 to $10,000)

  $___________ 8c. Estate taxes (If you are unsure if estate 					    taxes apply, estimate $0) 

   



$___________ Add (6), (7) and (8) together to obtain a 					total estimate of your life insurance need.

 


What Types of Insurance Policies Are Available?

This article provides a snapshot of some of the most common types of life insurance policies: term life, whole life, fixed universal life, and variable universal life.



Term Life Insurance 



Briefly, term life insurance is generally considered the simplest and least expensive form of life insurance coverage. It provides death benefit coverage at a guaranteed, consistent premium for a specific period of time—typically five to thirty years depending upon which term life product you choose. Since premiums for term life policies are low as compared to other types of life insurance, term life insurance is ideal for new families seeking affordable protection. While term life insurance doesn’t include the ability to accumulate cash value, it can help you maintain its lifestyle, cover college tuition and pay off a mortgage in the event of your death. Term life insurance:


  	Provides protection only during the term of the policy, then the coverage ends. 

    

  	Offers a death benefit only; does not allow for cash value accumulation. 

    

  	Has a low premium that is guaranteed for a selected period. 



At the end of the stated guaranteed period, premiums generally increase significantly to keep the policy in effect. 



Whole Life Insurance



Like term life insurance, whole life insurance pays a fixed death benefit for a fixed premium amount. Generally, if the premium is paid on time, the policy will remain in force. But, unlike term life insurance which terminates at the end of the specific period, whole life insurance continues to cover the insured throughout his or her life. In addition, whole life insurance has a cash value feature that is guaranteed. You can access these cash values through policy loans for emergencies or other financial needs. Some whole life insurance policies may generate cash values greater than the guaranteed amount, depending on interest rates and how the market performs. Whole life insurance:




  	Allows for cash value growth on a guaranteed basis.

    

  

  	You may elect to discontinue coverage and surrender the policy for the cash value, if any, or use existing cash value to purchase a policy with a lower death benefit amount that requires no additional premium payments. 

    

  

  	The policy may mature for its cash value at a specific time (e.g., age 95). Often the cash values are guaranteed to equal the policy death benefit at maturity. 

  



Fixed Universal Life Insurance

If you’re looking for a way to combine life insurance death benefit protection and cash value accumulation with flexible terms under one policy, you may want to consider a fixed universal life insurance policy. Within certain limits, fixed universal life insurance lets you adjust when and how much you pay in premiums. You also can adjust the amount of your insurance coverage in later years, although increases in coverage may require additional evaluation of your health and other factors at that time. You affect the accumulation of cash values through the amount and timing of your premium payments.

Some of the key benefits of this insurance option include the flexibility to let you reduce or skip payments (within certain constraints) when times are tight, and pay additional premiums to increase the tax-deferred cash values when your budget allows. Also, the more premium you pay, the greater the potential cash value. However, if insufficient premiums are paid, the policy may have little or no cash value and may lapse. Here’s how fixed universal life differs from other life insurance policies:


  	Flexibility—you can adjust premium payments as desired 

    

    

  	After a certain time period and within certain stated requirements, you can adjust the death benefit amount 

    

    

  	Ability to make additional premium payments to enhance cash value

    

    

  	Where cash value amounts are sufficient, you may elect to withdraw money from the cash value or borrow from it. 

    

  

  	Distributions and policy loans reduce the death benefit 

  



Variable Universal Life Insurance

Variable universal life insurance policies typically provide the flexibility of universal life insurance with the ability to invest in the stock market through associated portfolios. As your family’s financial situation changes over time, you may want to consider a variable universal life insurance policy if you want death benefit protection with the option to invest the policy’s cash value. Such a policy allows growth potential through use of underlying portfolios. It also offers flexibility to adjust premiums and amount of coverage, depending on your financial situation and needs. Variable universal life:




  	Provides flexibility and the opportunity to build cash value 

  

  	Allows policyholder to choose from a variety of underlying portfolios

  



To quickly summarize, term life insurance helps provide a foundation of financial security upon which to build your financial plan. By contrast, whole and universal life insurance policies allow you to build cash value to help meet unexpected future financial needs. 

Do not dwell in the past, do not dream of the future, concentrate the mind on the present moment.

—Buddha

 


Let’s Review

Take a few moments to review the following types of life insurance and match them with the appropriate name. 

1. _____ Whole Life Insurance

  2. _____ Variable Universal Life Insurance

  3. _____ Fixed Universal Life Insurance

  4. _____ Term Life Insurance

  

  a. Offers a way to combine life insurance death benefit protection and cash value accumulation with flexible terms under one policy. 



b. Considered the simplest and least expensive form of life insurance coverage. Provides death benefit coverage at a guaranteed, consistent premium for a specific period of time.



c. Unlike term life insurance which terminates at the end of the specific period, this type of insurance continues to cover the insured throughout his or her life. 

  

d. Typically provides the flexibility of universal life insurance with the ability to invest in the stock market through associated portfolios.

Answers: 1) c. 2) d. 3) a. 4) b. 


  




Chapter 4: Protecting What You Have—An Introduction to 

Long-Term Care

All of us hope to be able to work productively at a meaningful job throughout our working lives and then enjoy a rewarding and healthy retirement. However, sometimes we don’t take into account what our health status will be in the years ahead and whether we will be able to support ourselves in the event of a long-term disability or illness. This provides some helpful information on long-term care—what it is and things we can do earlier in life so that we’re better prepared to handle the expenses should we require long-term care in the future. 

How many millionaires do you know who have become wealthy by investing in savings accounts? I rest my case. — Robert G. Allen 


What Is Long-Term Care?

As explained by the National Association of Insurance Commissioners (www.naic.org), someone with a prolonged physical illness, a disability, or a cognitive impairment (such as Alzheimer’s disease) often needs long-term care. Many different services help people with chronic conditions to overcome limitations that keep them from being independent. 

Long-term care is different from traditional medical care. Long-term care helps one live as he or she is now; it may not help to improve or correct medical problems. Long-term care services may include help with:


  	Activities of daily living

    

  	Home health care

    

  	Respite care

    

  	Hospice care

    

  	 Adult day care

    

  	Care in a nursing home, and 

    

  	Care in an assisted living facility. 



Long-term care may also include care management services, which will evaluate your needs and coordinate and monitor the delivery of long-term care services. 

Someone with a physical illness or disability often needs hands-on or stand-by assistance with activities of daily living. People with cognitive impairments usually need supervision, protection, or verbal reminders to do everyday activities. 

  The way long-term care services are provided is changing. Skilled care and personal care are still the terms used most often to describe long-term care and the type or level of care you may needed. 


Skilled Care and Personal Care

People usually need skilled care for medical conditions that require care by medical personnel such as registered nurses or professional therapists. This care is usually needed 24 hours a day. A physician must order it, and the care must follow a plan. Individuals usually get skilled care in a nursing home but may also receive it in other places. For example, you might get skilled care in your home with help from visiting nurses or therapists. Examples of skilled care include physical therapy, care for a wound, or supervising the administration of intravenous medication. 

Personal care, sometimes called custodial care, helps one with activities of daily living. These activities include bathing, eating, dressing, toileting, continence, and transferring. Personal care is less involved than skilled care, and it may be given in many settings. 


Who May Need Long-Term Care?

The need for long-term care may begin gradually as you find that you need more and more help with activities of daily living such as bathing and dressing. Or you may suddenly need long-term care after a major illness, such as a stroke or heart attack. If you do need care, you may need nursing home or home health care for only a short time. Or, you may need these services for many months, years, or the rest of your life. 

It’s tough to know if and when you will need long-term care, but there are some statistics that may help you formulate a strategy to prepare. For example:


  	Life expectancy after age 65 has now increased to 17.9 years, up from 1940 when life expectancy after 65 was only 13 extra years. The longer people live, the greater the chances they will need assistance due to chronic conditions. 

    

  	About 12.8 million Americans of all ages require long-term care, but only 2.4 million live in nursing homes. 

    

  	About 44% of people reaching age 65 are expected to enter a nursing home at least once in their lifetime. Of those who do enter a nursing home, about 53% will stay for one year or more. 




How Much Does Long-Term Care Cost?

Long-term care can be expensive. The cost depends on the amount and type of care you need and where you get it. Below are some average annual costs for care provided in a nursing home, in an assisted living facility, and in your own home:

1. Nursing Home Costs— In 2001, the national average cost of nursing home care was $56,000 per year, or about $153 per day. By 2012, nursing home costs had climbed to $248 per day, or about $91,000 per year according to a study commissioned by the New York Life Long-Term Care Division. This cost does not include items such as therapies and medications, which could make the cost much higher. 

2. Assisted Living Facility Costs—In 2001, assisted living facilities reported charging an average fee of $1,873 per month, or $22,476 per year, including rent and most other fees. By 2012, these costs had increased to $3,300 per month, or $39,600 annually, according to the Genworth 2012 Cost of Care Survey found on assistedlivingfacilities.com. Some residents in these facilities can end up paying more if their care needs are higher. 

3. Home Care Costs—In 2001, the national average cost of part-time basic home care ranged from $12,000 to $16,000 per year. By 2012, the national average hourly rate for home health aides was $21 according to the MetLife Mature Market Institute. It’s important to note that skilled care provided by a nurse is more expensive than care provided by a home health aide. Annual costs for home health care will vary based on the number of days per week the caregiver visits, the type of care required, and the length of each visit. Home health care can be expensive if round-the-clock care is required. These costs vary across the country. Your state insurance department or the insurance counseling program in your state may have costs for your area. 

Investing in health will produce enormous benefits. — Gro Harlem Brundtland 






Who Pays for Long-Term Care?

People pay for long-term care in a variety of ways. These include: using the personal resources of individuals or their families, long-term care insurance, and some assistance from Medicaid for those who qualify. Medicare, Medicare supplement insurance, and the health insurance you may have at work usually will not pay for long-term care. 


Individual Personal Resources

Individuals and their families generally pay for part or all of the costs of long-term care from their own funds. Many use savings and investments. Some people sell assets, such as their homes, to pay for their long-term care needs. 

Medicare

Medicare’s skilled nursing facility (SNF) benefit does not cover most nursing home care. Medicare will pay the cost of some skilled care in an approved nursing home or in your home but only in specific situations. For example, the SNF benefit only covers you if a medical professional says you need daily skilled care after you have been in the hospital for at least three days and you are receiving that care in a nursing home that is a Medicare-certified skilled nursing facility. While Medicare may cover up to 100 days of skilled nursing home care per benefit period when these conditions are met, after 20 days beneficiaries must pay a co-insurance fee.

Medicare Supplement Insurance

Medicare supplemental insurance is private insurance that helps pay for some of the gaps in Medicare coverage, such as hospital deductibles and excess physicians’ charges above what Medicare approves. Medicare supplement policies do not cover long-term care costs. You must have Medicare Part A and Bart B to buy a medigap policy.  You can buy the policy from any insurance company that's licensed in your state to sell one. It is important to know state-specific laws that may give you additional protection. 

Medicaid

Medicaid is the government-funded program that pays nursing home care only for individuals who are low income and who have spent most of their assets. Medicaid pays for nearly half of all nursing home care on an aggregate basis, but many people who need long-term care never qualify for Medicaid assistance. Medicaid also pays for some home and community-based services. To get Medicaid help, you must meet federal and state guidelines for income and assets. Many people start paying for nursing home care out of their own funds and “spend down” their income until they are eligible for Medicaid, which would then pay part or all of their nursing home costs. You may have to use up most of your assets on our health care before Medicaid is able to help. Some assets and income can be protected for a spouse who remains at home. In addition, some of your assets may be protected if you have long-term care insurance approved under one of the state programs. 

Long-Term Care Insurance

Long-term care insurance is one other way you may pay for long-term care. This type of insurance will pay for some or all of your long-term care. It was introduced in the 1980s as nursing home insurance but has changed significantly since then and now covers much more than nursing home care. 

Private insurance companies sell long-term care insurance policies. You can buy an individual policy from an agent or through the mail. Or, you can buy coverage under a group policy through an employer or through membership in an association. The federal government and several state governments offer long-term care insurance coverage to their employees, retirees, and their families. This program is voluntary and premiums are paid by participants. You can also get long-term care benefits through a life insurance policy. 

The true secret of happiness lies in taking a genuine interest in all the details of daily life. — William Morris 

 


Is Long-Term Care Insurance Right for You?

Whether you should buy a long-term care insurance policy will depend on your age, health status, overall retirement goals, income, and assets. For example, if your only source of income is a Social Security benefit or Supplemental Security Income (SSI), you probably shouldn’t buy long-term care insurance since you may not be able to afford the premium.

However, if you have a large amount of assets but don’t want to use them to pay for long-term care, you may want to buy a long-term care insurance policy. Many people buy a policy because they want to stay independent of government aid or the help of family. They don’t want to burden anyone with having to care for them. However, you should not buy a policy if you can’t afford the premium or aren’t sure you can pay the premium for the rest of your life. 

As recommended by the National Association of Insurance Commissioners, you should NOT buy long-term care insurance if:


  	You can’t afford the premiums.

    

  	You have limited assets.

    

  	Your only source of income is a Social Security benefit or Supplemental Security Income (SSI).

    

  	You often have trouble paying for utilities, food, medicine, or other important needs.

   

  	 You are on Medicaid.



On the other hand, you might consider buying long-term care insurance if:


  	You have significant assets and income.

    

  	You want to protect some of your assets and income.

    

  	 You can pay premiums, including possible premium increases, without financial difficulty.

    

  	You want to stay independent of the support of others.

    

  	You want to have the flexibility of choosing care in the setting you prefer or will be most comfortable in.







 





Chapter 5: Caring for Elderly Parents

Referring back to the Charles Schwab study cited earlier, the “sandwich” effect is becoming even more complex. Four in ten Americans anticipate they will need to financially support their parents, and one in four worry that they will need to financially support their siblings. 

According to the Pew Research Center, just over one of every eight Americans aged 40 to 60 is both raising a child and caring for a parent, in addition to between 7 to 10 million adults caring for their aging parents from a long distance. U.S. Census Bureau statistics indicate that the number of older Americans aged 65 or older will double by the year 2030, to over 70 million. It certainly isn’t easy becoming elderly or having to be a “parent to your parents.” We’ve always assumed that adults should be able to take care of themselves. The fact is, however, more and more Americans are living well into their 80s and 90s, and families will need to become more involved in caring for their parents, even if family members are spread out across the country. 


The Financial Implications of Caring for a Parent

The pressures of raising children and caring for an aging parent can take their toll in various ways, including physically, emotionally, and financially. Writing for MSN.com, Melissa Segrest says the financial aspects can have repercussions long after an elderly parent or other family member isn’t under the “sandwiched” baby boomer’s care. That’s why it’s important to have a financial plan if you’re going to take on the role of caregiver. In addition, there are certain legal aspects of that care that need attention. Segrest shares some tips on dealing with the finances and legal matters of being a member of the “Sandwich Generation”: 

1. Find out in detail what your parents have in terms of savings, assets, income, insurance, and legal protection. Review their bank and financial arrangements. Look into their medical coverage. Find out about their Social Security and pension benefits. 

2. Gather or locate important documentation from them, such as their Social Security number, Medicare and Medicaid numbers, insurance information (especially long-term care insurance), a will, doctors and their phone numbers, medications, deed to their home, trusts, driver's license number, birth certificate, and any other relevant information. 

3. It’s essential that your mother or father have a durable power of attorney for both financial care and health care, and a living will. The durable power of attorney allows your parents to give you (or another trusted person—it doesn't have to be a lawyer) the right to make financial, legal, and health decisions on their behalf. A living will lets your parents say how they want to be treated if they become terminally ill or unconscious. That durable power of attorney for health care will allow you to have a say in your aging parent’s health care if he or she is unable to make decisions. 

4. Review your own financial situation. Assess all of your assets, liquid and otherwise. Figure out how much money you will need to pay for your children’s college and your retirement. Create a financial plan, with a reputable financial planner, if possible. You must save for yourself, starting today. 

5. If you are working, get disability insurance. Don’t count on Social Security disability; it's restrictive and difficult to obtain, and it can take months to qualify and years to process claims. 

6. Have life insurance to help pay for your parent’s care if you die. Consider working with a broker instead of an agent who works for only one company. You may want to consider long-term care insurance for yourself, but it is complicated and costly. It’s mostly used by those who want to protect assets. 

7. If your aging parent is unable to make decisions for himself or herself, you may have to assume guardianship. This must be decided in court, and is usually a last resort when your parent cannot make decisions on his or her own. 

8. Consider working with an elder law attorney, who focuses only on the legal needs of the elderly. Hire a certified elder law attorney if you can, as they must meet eligibility requirements, pass a test and have peer references. 

9. At tax time, look closely at medical expenses. If your parent can qualify as a dependent, you can claim a deduction if you spent 7.5% of your adjusted gross income on medical costs that were not reimbursed by insurance or Medicare.

I think I've discovered the secret of life—you just hang around until you get used to it.

—Charles M. Schulz 

 


The Various Stages of Elder Care

If you currently have an aging parent who can no longer live alone, or if you anticipate this becoming the case sometime down the road, finding appropriate care and housing within your parents’ or your own financial means can be a daunting and time-consuming experience. What’s more, costs for elder care can be mind boggling, and Medicare and private insurance may not cover most expenses. That’s why it’s important to review your options in order to provide the best care for your aging loved one without negatively impacting your financial well being. There are many options to consider, including in-home care, adult daycare, resident care facilities, retirement communities, assisted living, nursing home, and hospice care. Here’s a brief snapshot of each: 

In-Home Care—It’s no secret that many seniors are alert and independent enough to take care of themselves, but need assistance with things like grocery shopping, transportation, housework, and taking care of their finances. If such is the case, remaining in the home with either a paid caregiver or family member providing the necessary assistance can be a sensible, practical solution.

The fact of the matter is, as the aging process advances, an elderly person's health deteriorates. While in-home care can still be a viable option, the level or amount of assistance required may need to increase to ensure the senior's needs are being met. Examples of this increased level of support could include help with cooking and cleaning; administering medications; and assisting with bathing, dressing, eating, and therapeutic care. In-home care can be provided by a family member or by a paid caregiver. While it is typically more cost effective to care for an aging family member yourself, the financial and emotional drain can be detrimental. 

The National Family Caregivers Association (NFCA) (www.nfcacares.org) offers the following 10 tips to help caregivers take care of themselves while providing care for their loved one. The NFCA supports, empowers, and speaks up for the more than 50 million Americans who care for loved ones with a chronic illness or disability or the frailties of old age.

It’s important to note that in-home care provided by certified nursing care providers is another option if your elderly parent requires more medical attention than you can offer. Professional caregivers work through government-regulated agencies, and services are administered through physicians, social workers, nurses, and therapists. The level of care provided is similar to what is offered in a nursing home, while allowing the individual to remain at home. 

Adult Daycare—Viewed as a relatively new service, adult daycare is designed for frail, physically, or mentally impaired seniors and their caregivers. It may be a helpful option for members of the family who provide in-home care to seniors. With this option, family members are able to work outside the home and are released from what can be a 24-hour responsibility, while still playing an integral role in their loved one’s care. By the same token, adult daycare offers seniors opportunities for social interaction with peers, and physical and speech therapy in a non-medical environment.

When researching adult daycare facilities, consider the following as you determine which facility represents the best option: 


  	Transportation to and from home 

    

  	License for administration of medicine and medical procedures 

    

  	Bathing facilities 

    

  	 Professional, friendly staff 

    

  	Daily activity schedule 

    

  	Meals that are both nutritional and meet the needs of the residents



Also remember that some facilities offer respite care, a service designed to provide caregivers an opportunity to tend to their other obligations without neglecting the needs of their loved one.

Life becomes harder for us when we live for others, but it also becomes richer and happier.

— Albert Schweitzer 

Resident Care Facilities—Resident care housing consists of small residences where between two and six seniors live together, with a caregiver providing around-the-clock supervision, meal preparation, laundry and housekeeping services, and assistance with daily living activities. This type of care offers a mix between in-home care and assisted living, affording residents the opportunity to live independently, while taking advantage of the benefits of socializing with their peers. Most facilities are licensed and regulated by the Department of Social Services in the state they are located. 

Retirement Communities—Some retired people are independent enough to live on their own, but want to live in an environment with others in the same age group. For these seniors, retirement communities are ideal. Many facilities offer residents a wide range of amenities, including meals served in a dining room, transportation, shopping excursions, social activities, and field trips. Residents enjoy independent living by occupying their own home or apartment, but avoid the chores, isolation, and lack of security that many elders experience by remaining in their own home. 

Many retirement communities are similar to other neighborhoods or communities, with an age restriction to only allow people over a certain age, such as 62. Many facilities offer a variety of housing options to meet the needs of their residents for the remainder of their lives. Lawn maintenance and cleaning services are offered to reduce maintenance chores. Seniors can purchase a small home when they first move to the community. Then, as they choose to further reduce their home maintenance chores, residents can move into an apartment within the community. If the senior’s health complications prohibit him from living on his own, a nursing facility is available in most retirement communities.

Assisted Living—For many elderly people, staying in their own homes or living with a relative is simply not a viable option because their health complications require constant supervision and attention. Assisted living housing offers a mix of residential living with personalized care services to those needing help with daily living. Seniors live in a comfortable private room that combines the coziness of the living room and bedroom into one. Meals are served in a dining room with other residents, encouraging individuals to socialize. As most residents in assisted living facilities are unable to completely care for themselves, 24-hour assistance is offered for eating, bathing, dressing, toileting, and walking. 

Nursing Home—Many elderly individuals—either due to a debilitating illness or the after-effects of a stroke—require the services of a nursing home where 24-hour medical attention is available. Most nursing home facilities are very similar to a hospital. The rooms are equipped to accommodate the residents’ health needs rather than to provide a comfortable environment. Many residents are required to share a room with another patient. Because of mobility restrictions, meals are served in the patient’s room. Activities, such as bingo, and arts and crafts, are offered to stimulate residents and provide rehabilitation.

When researching a nursing home for a loved one, consider the following as a guide:


  	Does the facility appear clean and relatively free of unpleasant odors? 

    

  	How does the staff interact with residents? 

    

  	 Are seniors able to wear their own clothes and decorate their rooms with personal affects? 

    

  	 Is the facility licensed? 

    

  	 Do the residents appear happy and content? 

    

  	 Is a physician available at all times in case of emergencies? 

    

  	 Does the home provide rehabilitation therapy? 

    

  	 Does the home participate in Medicare and Medicaid programs?



Hospice Care—Hospice care is an option for patients who are terminally ill and are no longer responding to cure-oriented treatments. This type of care focuses on providing comfort, spiritual counseling, and physical and social support to the patient and his or her family during the final days. Hospice care can be provided in a hospice facility, a nursing home, or at the patient's home, which is where over 90% of hospice care is provided. 

  The goal of hospice care is to make the patient's final days as pain free and dignified as possible. Trained hospice staff and volunteers have the skills and resources to provide support to the patient on all aspects of the disease, with a special emphasis on controlling the pain and discomfort. 




Let’s Review

Briefly explain the purpose of each of the following types of care for the elderly and check your answers against the explanations you just read:

1. In-Home Care: _____

  2. Adult Daycare _____

  3. Resident Care Facilities  _____

  4. Retirement Communities  _____

  5. Assisted Living _____

  6. Nursing Home _____

7. Hospice Care  _____






Glossary

Glossary of Life Insurance Terms

Understanding what a life insurance policy says and promises to deliver can be made a lot simpler by familiarizing yourself with the following key insurance terms made available by LIFE, the Life and Health Insurance Foundation for Education, www.life-line.org. 

Accidental Death Benefit: Also known as double indemnity, a provision in a policy that doubles or triples the benefit in the case of death by accidental means.

Beneficiary: The person named in a policy as the recipient of the insurance money in the event of the insured’s death.

Cash Surrender Value: The amount available in cash upon the policy owner’s termination of a permanent life insurance policy before it matures or becomes payable by death. 

Claim: The demand by an individual to recover losses covered under an insurance policy.

Contingent Beneficiary: The person designated to receive life insurance policy proceeds if the primary beneficiary should die before the person whose life is insured.

Convertible Term Insurance: A type of policy that allows the policy owner to change a term insurance policy to a permanent policy without providing evidence of insurability. The premium rate for the permanent policy is normally based on the age of the insured at the time of the conversion.

Death Benefit: The sum of money paid to a beneficiary when a person insured under a policy dies.

Dividend: A refund of excess premium paid to the owner of an individual participating life insurance policy.

Permanent Life: Life insurance that is designed to provide lifelong protection with generally level premiums. There are three main types: whole, universal and variable. All permanent policies accumulate cash value.

Policy: The contract or agreement made between the insurer and the insured.



Premium: The payment to the insurance company for insurance coverage.



Term Life: Life insurance that provides coverage for a specific period of time, usually from one to 20 years. Term policies provide a death benefit only if the insured person dies during the term.



Universal Life: A permanent policy that gives the owner the right to vary premium payments and the death benefit within certain prescribed limits. The rate of return on the accumulation account fluctuates according to investment performance but will not fall below a guaranteed minimum rate of return, such as four percent.



Variable Life: A permanent policy under which the cash value of the policy may fluctuate according to the investment option performance of a separate account fund. Most variable life policies guarantee that the death benefit will not fall below a specified minimum.

  

Whole Life: A permanent policy designed to last for life and for which premiums stay level. 

 


Closing Statement

ACCESS Education Systems was developed as a tool to train and educate individuals and families concerning important money management skills. With Bankruptcy Reform, a message was sent from our regulators to all Americans regarding the importance of putting our financial houses in order. ACCESS Education Systems provides individualized education to help American families achieve their dreams of financial independence. The principles in this Family Financial Training Course contain many of the initial steps to achieving long-term financial prosperity. It is a part of the ACCESS Education Systems Series providing new and effective means by which millions of the nation's families can learn the skills of personal financial management and establish a happier and successful future.



In addition to ACCESS Education Systems albums, ACCESS Educational Systems has an interactive website containing hundreds of articles and resources including newsletters, bulletins, and online courses to resolve any financial issue facing you today. ACCESS Education Systems offers renewed hope to those struggling with debt and financial pressures and provides sensitive, personal assistance, and assurance to all families. ACCESS Education Systems leads the way with empowering, financial information that will enable you and your family to have fun while developing the skills and knowledge that will allow you to achieve an improved standard of living today and have a brighter financial future.
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10 Tips for Family Caregivers

1. Caregiving is a job and respite is your earned right. Reward
yourself with respite breaks often.

»

. Watch out for signs of depression, and don't delay in getting
professional help when you need it.

. When people offer to help, accept the offer and suggest
specific things that they can do.

4. Educate yourself about your loved one’s condition and how
to communicate cffectively with doctors.

w

. There’s a difference between caring and doing. Be open
o technologies and ideas that promote your loved one’s
independence.

6. Trust your instincts. Most of the time they'll lead you in
the righ direction.

~

. Caregivers often do a lot of lifting, pushing, and pulling.
Be good o your back.

)

. Grieve for your losses, and then allow yourself to dream

new dreams.

1%

. Seck support from other caregivers. There is great strength
in knowing you are not alone.

10. Stand up for your rights as a caregiver and a citizen.
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Indexed Earnings

YEAR A.MAX  B.ACTUAL C.INDEX  D. INDEXED
EARNINGS EARNINGS FACTOR  EARNINGS

1952 $3,600 14.46
1953 $3.600 13.69
1954 $3,600 13.62
1955 $4,200 13.02
1956 $4,200 1217
1957 $4,200 11.80
1958 $4,200 1170
1959 $4,800 1115
1960 $4,800 1073
1961 $4,800 1052
1962 $4,800 10.02
1963 $4,800 9.78
1964 $4,800 9.39
1965 $4,800 9.23
1966 $6,600 8.70
1967 $6.600 8.24
1968 $7,800 7.71
1969 $7.800 7.29
1970 $7,800 6.95
1971 $7.800 6.62
1972 $9,000 6.02
1973 $10,800 5.67
1974 $13,200 5.35
1975 $14,100 4.98
1976 $15,300 4.66
1977 $16,500 439
1978 $17,700 4.07
1979 $22,900 3.74
1980 $25,900 3.43
1981 $29,700 3.12
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Indexed Earnings

A.MAX  B.ACTUAL C.INDEX  D. INDEXED
EARNINGS EARNINGS FACTOR  EARNINGS

$32,400 2.96
$35,700 282
$37,800 2.66
$39,600 255
$42,000 248
$43,800 233
$45,000 222
$48,000 214
$51,300 2.04
$53,400 197
$55,500 1.87
$57,600 1.86
$60,600 1.81
$61,200 1.74
$62,700 1.66
$65,400 L37
$68,400 1.49
$72,600 1.41
$76,200 1.34
$80,400 131
$84,900 129
$87,000 1.26
$87,900 121
$90,000 1.16
$94,200 L1l
$97,500 1.06
$102,000 1.04
$106,800 1.06
$106,800 1.03
$106,800 1.00
$110,100 1.00
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