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The Financial Implications of a Chronic Illness
When you live with a chronic illness,
you need to confront both the
day-to-day and long-term financial
implications of that illness. Talking
openly about your health can be
hard, but sharing your questions and
challenges with those who can help
you is extremely important, because
recommendations can be better
tailored to your needs. Every person
with a chronic illness has unique
issues, but here's a look at some
topics you might need help with.

Money Management

A budget is a useful tool for anyone,
but it's especially valuable when you
have a chronic illness, because it will
serve as a foundation when planning
for the future. Both your income and
expenses may change if you're unable
to work or your medical costs rise, and
you may need to account for unique
expenses related to your condition.
Clearly seeing your overall financial
picture can help you feel more in
control.
Keeping good records is also important.
For example, you may want to set up
a system to help you track medical

expenses and insurance claims.
You may also want to prepare a
list of instructions for others, such
as a trusted friend or relative, that
includes where to find important
household and financial information
in an emergency.
Another step you might want to
take is simplifying your finances.
For example, if you have numerous
financial accounts, you could
consolidate them to make it easier
and quicker for you or a trusted
advisor to manage. Setting up automatic bill payments or online banking
can also help you keep your budget
on track and ensure that you pay all
bills on time.

Insurance

Reviewing your insurance coverage is
essential. Read your health insurance
policy and make sure you understand
your copayments, deductibles, and
the nuts and bolts of your coverage.
In addition, find out if you have any
disability coverage, and what terms
and conditions apply. You might
assume that you can't purchase
additional life insurance, but this isn't

necessarily the case. It may depend
on your condition or the type of life
insurance you're seeking. Some policies
will not require a medical exam or
will offer guaranteed coverage. If you
already have life insurance, find out if
your policy includes accelerated (living)
benefits. You'll also want to review
beneficiary designations. If you're
married, make sure that your spouse
has adequate insurance coverage, too.

Investing

Having a chronic illness can affect your
investment strategy. Your income,
cash-flow requirements, and tolerance
for risk may change, and your investment
plan may need to be adjusted to
account for both your short-term
and long-term needs. You may need
to keep more funds in a liquid account
now (for example, to help meet dayto-day living expenses or use for home
modifications, if necessary), and you'll
want to thoroughly evaluate your
long-term needs before making
investment decisions. The course of
your illness may be unpredictable, so
your investment plan should remain
flexible and be reviewed periodically.
(Continued on page 2.)
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Estate planning

You might think of estate planning only
as something you do to get your affairs
in order in the event of death, but
estate planning tools can also help you
manage your finances right now.
For example, a durable power of
attorney can help protect your property
in the event you become unable to
handle financial matters. A durable
power of attorney allows you to
authorize someone else to act on
your behalf, so he or she can do things
like pay everyday expenses, collect
benefits, watch over your investments,
and file taxes.
A living trust (also known as a revocable
or inter vivos trust) is a separate legal
entity you create to own property,
such as your home or investments. The
trust is called a living trust because it's
meant to function while you're alive.
You control the property in the trust
and, whenever you wish, can change
the trust terms, transfer property in
and out of the trust, or end the trust
altogether. You name a co-trustee such
as a financial institution or a loved one
who can manage the assets if you're
unable to do so. There are costs and
ongoing expenses associated with the
creation and maintenance of trusts.
You may want to have advance medical
directives in place to let others know
what someone to make medical decisions for you, in the event you can't
express your wishes yourself. Depending
on what's allowed by your state, these
directives may include a living will, a
durable power of attorney for health
care, and a Do Not Resuscitate order.

Review your plan regularly

As your health changes, your needs
will change too. Make sure to regularly
review and update your financial plan.

As people move through different stages of
life, there				
are new financial opportunities —
and potential pitfalls — around every corner.
Have you made any of these mistakes?

3. Not having a will or an advance medical directive. No one
likes to think about death or catastrophic injury, but these
documents can help your loved ones immensely if something
unexpected should happen to you.

Your 50s and 60s

Your 30s

2. Not quantifying your expected retirement
income. As you near retirement, you should
know how much money you (and your spouse,
if applicable) can expect from three sources:
n Your retirement accounts such as 401(k)
plans, 403(b) plans, and IRAs
n Pension income from your employer, if any
n Social Security (at age 62, at your full
retirement age, and at age 70)

2. Not saving for retirement. Maybe your 20s passed you by
in a bit of a blur and retirement wasn't even on your radar. But
now that you're in your 30s, it's essential to start saving for
retirement. Start now, and you still have 30 years or more to
save. Wait much longer, and it can be very hard to catch up.

1. Raiding your home equity or retirement
funds. It goes without saying that doing so will
prolong your debt and/or reduce your nest egg.

3. Co-signing loans for adult children.
Co-signing means you're 100% on the hook if
your child can't pay, a less-than-ideal situation
as you're getting ready to retire.
4. Living an unhealthy lifestyle. Take steps now
to improve your diet and fitness level. Not only
will you feel better today, but you may reduce
your health-care costs in the future.

Your 40s

1. Trying to keep up with the Joneses.
Appearances can be deceptive. The nice lifestyle
your friends, neighbors, or colleagues enjoy
might look nice on the outside, but behind the
scenes there may be a lot of debt supporting
that lifestyle. Don't spend money you don't
have trying to keep up with others.
2. Funding college over retirement.
In your 40s, saving for your children's
college costs at the expense of your
own retirement may be a mistake. If you have
limited funds, consider setting aside a portion
for college while earmarking the majority for
retirement. Then sit down with your teenager
and have a frank discussion about college
options that won't break the bank —
for either of you.

1. Being house poor. Whether you're buying your first home or
trading up, think twice about buying a house you can't afford,
even if the bank says you can. Build in some wiggle room for a
possible dip in household income that could result from leaving
the workforce to raise a family or a job change or layoff.

3. Not protecting yourself with life and disability insurance.
Life is unpredictable. Consider what would happen if one day
you were unable to work and earn a paycheck. Life and disability
insurance can help protect you and your family.
Though the cost and availability of life
insurance will depend on several factors
including your health, generally the
younger you are when you buy life
insurance, the lower your premiums will be.

Your 20s

1. Living beyond your means. It's
tempting to splurge on gadgets,
entertainment, and travel, but if you can't
pay for most of your wants up front, then
you need to rein in your lifestyle, especially
if you have student loans to repay.
2. Not paying yourself first. Save a portion
of every paycheck first and then spend
what's left over, not the other way around.
And why not start saving for retirement,
too? Earmark a portion of your annual pay
now for retirement and your 67-year-old
self will thank you.
3. Being financially illiterate. Learn as much
as you can about saving, budgeting, and
investing now and you could benefit from it
for the rest of your life.

INVESTING TO SAVE TIME BOOSTS
HAPPINESS RETURNS
The more money you make, the more valuable
you				
perceive your time to be — and the more
time-strapped you may feel, according to
University of British Columbia psychology
professor Elizabeth Dunn.1 So wouldn't it stand
to reason that if you use some of your hardearned money to buy yourself more time —
for example, by paying someone to clean your
house or mow your lawn — you might achieve
a greater level of happiness? Indeed, that was
the primary finding in a series of studies by
Professor Dunn and other researchers published
in the Proceedings of the National Academy of
Sciences (PNAS).2
THE DISCOVERY
The study's authors surveyed 6,000 individuals
at diverse income levels in multiple countries,
including the United States, Canada, the
Netherlands, and Denmark. The surveys queried
participants about whether they spent money
on a monthly basis to hire others to take care
of unpleasant or time-consuming daily tasks or
chores — such as cleaning, yard work, cooking,
and errand-running — and if so, how much they
spent. Respondents were also asked to rate their
"satisfaction with life" and report demographic
information, such as their income level and
whether they were married and had children.
Researchers found that across all national
samples, 28.2% of respondents spent an average
of about $148 per month to outsource disliked
tasks, while in the United States, 50% of
respondents spent an average of $80 to $99 on
services that save time. Across all studies, those
who spent money to outsource disliked tasks
and/or save time had a stronger life satisfaction
rating. Findings were consistent across income spectrums; in fact, in the United States,
researchers found a stronger correlation among
the less-affluent respondents. The authors
noted, however, that their studies did not
include enough people at the lowest end of the
income spectrum to attribute similar findings
to this group.
Of course, correlation does not necessarily
indicate causality, so the researchers designed
a follow-up experiment to further test their
hypothesis.

"Time famine" is the feeling of
being overwhelmed by the
demands of work and life. Also
known as time scarcity and time
stress, this pressure is a "critical
factor" in the rising rates of obesity.
Source: "Buying Time Promotes Happiness,"
PNAS, July 24, 2017

Can I Convert My
Traditional IRA to a
ROTH IRA in 2018?
Netherlands about whether they spent money
to save time. Despite the fact that these
individuals could readily afford to hire others to
take care of time-consuming tasks, only about
half of them reported doing so on a monthly
basis. Researchers surmise that the reason
might be because such individuals feel guilty
or don't want to be perceived as lazy for
outsourcing chores they can easily do
themselves.
THE LESSON

"If you have a lot of money and a
lot of nice stuff, but you're spending
your time doing things that you
dislike, then your minute-to-minute
happiness and overall happiness is
likely to be pretty low," said Dunn in an
interview about the research.3 In the PNAS
report, the study's authors contend that this
may be especially true for women:

In this experiment, researchers gave a group of
40 adults $80 each to spend over the course of
two weekends. During the first weekend, they
were to spend $40 on something that would
save them time, such as ordering groceries
online and having them delivered. On the
second weekend, they were directed to spend
$40 on a nice material purchase, such as clothes,
board games, or a bottle of wine. On average,
those who spent money to save time reported
better moods at the end of the day according to
the researchers, over time, the effect of regular
mood boosts can add up to greater overall
satisfaction with life.
In a third study, researchers asked respondents
how they would spend an extra $40. Just 2%
indicated they would use the unexpected bonus
to invest in time-saving services.
Perhaps most surprising of all the findings?
Researchers polled 800 millionaires from the

"Within many cultures, women may feel obligated to complete household tasks themselves,
working a 'second-shift' at home, even when
they can afford to pay someone to help. In
recent decades, women have made gains, such
as improved access to education, but their life
satisfaction has declined; increasing uptake of
time-saving services may provide a pathway
toward reducing the harmful effects of women's
second shift."
The bottom line? If you can afford it, don't shy
away from spending money to save time. Doing
so is an investment that provides immeasurable
returns in the form of overall well-being.
1 "What Is Your Time Really Worth?" Elizabeth Dunn,
TEDx Colorado Springs, December 1, 2014
2 "Buying Time Promotes Happiness," PNAS, July 24,
2017
3 "A Psychology Expert Says Spending Your Money on
This Can Boost Your Happiness," CNBC, November 10,
2017
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LIFE INSURANCE WITH A REFUND
Comparatively speaking, of all the different types of life insurance available, term is usually the least
				
expensive. Generally, term life insurance provides protection
for a stated or defined period of time, usually from one year to 30 years. If you die during the coverage term, your beneficiary receives the death
benefit from the policy. But what if you outlive the term? With return of premium (ROP) life insurance,
you receive the return of all your premium payments at the end of the policy term if certain conditions
are met.

What is ROP? ROP is term life insurance coverage for a specific number of years (term). The face
amount of the policy, or death benefit, is paid to your beneficiaries if you die during the term. But unlike
straight term, if you live longer than the term, all of your premiums are returned to you with ROP as long
as the policy was in good standing and in force at the end of the term. Some insurers even pay back a
prorated portion of your premium if you cancel the ROP term insurance before the end of the term.
Also, the premium returned generally is not considered ordinary income, so you won't have to pay
income taxes on the money you receive from the insurance company. (Please consult your tax adviser.)
Some particulars Unlike permanent cash value life insurance, ROP premiums generally do not earn
interest or appreciate in value. Also, the premium returned usually does not include the return of added
premium charges for substandard coverage (extra premium charged for poor health) or costs for certain
policy riders (extra premium you pay for benefits added to the basic term policy, such as a disability
rider).
The cost of ROP can be significantly greater than straight term insurance, depending on the issuer, age
of the insured, amount of coverage (death benefit), and length of the term. But ROP almost always costs
less than permanent life insurance with the same death benefit. While straight term insurance can be
purchased for terms as short as one year, most ROP insurance is sold for terms of 10 years or longer.

Is ROP right for you? Before you buy life insurance, you should know how much insurance you
need. Your need for insurance is based on numerous factors, including your current age and income,
marital status, number of incomes in your household, number of dependents, long-term financial goals,
amount of outstanding debt, existing life insurance, and your other assets. Also consider your overall
financial, estate, and tax planning goals as part of your insurance needs evaluation.
Term insurance is appropriate for situations when there is a high need for insurance but not much
cash flow to pay for it. For example, a young family with limited cash resources may have a great need
for survivor income to provide for living expenses and education needs. Also, term insurance may be
appropriate to cover needs for a limited period of time, such as coverage during your working years, your
children's college years, or for the duration of a loan or mortgage.
Whether to consider ROP term insurance usually revolves around a few issues. Does the added cost of
ROP fit into your budget? It's great to know you can get your money back if you outlive the term of your
life insurance coverage, but there is a cost for that benefit. Also, if you die during the term of insurance
coverage, your beneficiaries will receive the same death benefit from the ROP policy as they will from the
less-expensive straight term.
Some financial professionals recommend that the best way to provide for your life insurance needs is to
"buy term and invest the difference." This suggestion is based on the premise that you know how long
you will need life insurance protection (until your mortgage is paid off, for example), and that you'll be
able to get a better return on your savings from other investments. The same rationale may apply to ROP
term insurance. Since your premiums do not earn interest while with the issuer, they likely will not keep
up with inflation. So you may want to consider paying the lower premiums for straight term insurance
and investing the difference to potentially accumulate more savings.
When choosing between these two alternatives, you may want to think about the amount of coverage
you need, the amount of money you can afford to spend, and the length of time you need the coverage
to continue. Your insurance professional can help you by providing information on straight term and ROP
term life insurance, including their respective premium costs.

The Bipartisan Budget Act passed in early 2018 relaxed
some of the rules governing hardship withdrawals
from 401(k)s and similar plans. Not all plans offer
hardship withdrawals, but the ones that do will be
required to comply for plan years beginning in 2019.
In order to take a hardship withdrawal from a 401(k)
or similar plan, a plan participant must demonstrate
an "immediate and heavy financial need," as defined
by the IRS. (For details, visit the IRS website and search
for Retirement Topics - Hardship Distributions.) The
amount of the withdrawal cannot exceed the amount
necessary to satisfy the need, including any taxes due.1

Current (pre-2019) rules

To determine if a hardship withdrawal is qualified,
an employer may rely on an employee's written
statement that the need cannot be met using other
financial resources (e.g., insurance, liquidation of
other assets, commercial loans). In many cases, an
employee may also be required to take a plan loan
first. Withdrawal proceeds can generally come only
from the participant's own elective deferrals, as well
as nonelective (i.e., profit-sharing) contributions,
regular matching contributions, and possibly certain
pre-1989 amounts.
Finally, individuals who take a hardship withdrawal
are prohibited from making contributions to the
plan — and therefore receiving any related matching
contributions — for six months.

New rules

For plan years beginning after December 31, 2018,
the following changes will take effect:
1. Participants will no longer be required to exhaust
plan loan options first.
2. Withdrawal amounts can also come from earnings
on participant deferrals, as well as qualified nonelective and matching contributions and earnings.
3. Participants will no longer be barred from contributing to the plan for six months.
1

Hardship withdrawals are subject to regular income tax and a
possible 10% early-distribution penalty tax.

Note: An early version of the legislation proposed approximately
doubling the gift and estate tax basic exclusion amount and the GST
tax exemption for 2018 to 2024. After 2024, the estate tax and the
GST tax would have beenrepealed. The gift tax would not have been
repealed, although the top gift tax rate would have been reduced
from 40% to 35% after 2024. However, the only provision that made
it into the final legislation was the doubling of the gift and estate
tax basic exclusion amount and the GST tax exemption for 2018 to
2025.
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Tax Benefits of
Homeownership After
Tax Reform
Buying a home can be a major expenditure.
Fortunately, federal tax benefits are still
available, even after recent tax reform
legislation, to help make homeownership
more affordable. There may also be tax
benefits under state law.

MORTGAGE INTEREST DEDUCTION
One of the most important tax benefits of
owning a home is that you may be able to
deduct the mortgage interest you pay. If you
itemize deductions on your federal income
tax return, you can deduct the interest on a
loan secured by your home and used to buy,
build, or substantially improve your home.
For loans incurred before December 16, 2017,
up to $1 million of such "home acquisition
debt" ($500,000 if married filing separately)
qualifies for the interest deduction. For loans
incurred after December 15, 2017, the limit
is $750,000 ($375,000 if married filingseparately).
This interest deduction is also still available
for home equity loans or lines of credit used
to buy, build, or substantially improve your
home. [Prior to 2018, a separate deduction
was available for interest on home equity
loans or lines of credit of up to $100,000
($50,000 if married filing separately) used for
any other purpose.]
Deduction for real estate property taxes
If you itemize deductions on your federal
income tax return, you can generally deduct
real estate taxes you pay on property that
you own. However, for 2018 to 2025, you can
deduct a total of only $10,000 ($5,000 if
married filing separately) of your state
and local taxes each year (including
income taxes and real estate
taxes). For alternative
minimum tax
purposes,

however, no deduction is allowed for state and
local taxes, including property taxes.

a gain, you may be able to exclude some or all of
the gain from federal income tax.

POINTS AND CLOSING COSTS

Capital gain (or loss) on the sale of your principal
residence equals the sale price of your home
minus your adjusted basis in the property. Your
adjusted basis is typically the cost of the property
(i.e., what you paid for it initially) plus amounts
paid for capital improvements.

When you take out a loan to buy a home, or
when you refinance an existing loan on your
home, you'll probably be charged closing costs.
These may include points, as well as attorney's
fees, recording fees, title search fees, appraisal
fees, and loan or document preparation and
processing fees. Points are typically charged to
reduce the interest rate for the loan.
When you buy your main home, you may be
able to deduct points in full in the year you
pay them if you itemize deductions and meet
certain requirements. You may even be able to
deduct points that the seller pays for you.
Refinanced loans are treated differently.
Generally, points that you pay on a refinanced
loan are not deductible in full in the year you
pay them. Instead, they're deducted ratably
over the life of the loan. In other words, you
can deduct a certain portion of the points each
year. If the loan is used to make improvements
to your principal residence, however, you may
be able to deduct the points in full in the year
paid. Otherwise, closing costs are nondeductible. But they can increase the tax basis of your
home, which in turn can lower your taxable
gain when you sell the property.

HOME IMPROVEMENTS
Home improvements (unless medically
required) are nondeductible. Improvements,
though, can increase the tax basis of your
home, which in turn can lower your taxable
gain when you sell the property.

CAPITAL GAIN EXCLUSION
If you sell your principal residence at a
loss, you can't deduct the loss on
your tax return. If you sell your
principal residence at

If you meet all requirements, you can exclude from
federal income tax up to $250,000 ($500,000
if you're married and file a joint return) of any
capital gain that results from them sale of your
principal residence. Anything over those limits
may be subject to tax (at favorable long-term
capital gains tax rates). In general, this exclusion
can be used only once every two years. To qualify
for the exclusion, you must have owned and used
the home as your principal residence for a total of
two out of the five years before the sale.
What if you fail to meet the two-out-of-five-year
rule or you used the capital gain exclusion within
the past two years with respect to a different
principal residence? You may still be able to
exclude part of your gain if your home sale was
due to a change in place of employment, health
reasons, or certain other unforeseen circumstances. In
such a case,exclusion of the gain may be prorated.

OTHER CONSIDERATIONS
It's important to note that special rules apply in
a number of circumstances, including situations
in which you maintain a home office for tax
purposes or otherwise use your home for
business or rental purposes.
Recent tax reform legislation may have reduced the tax benefits
of homeownership for some by (1) substantially increasing the
standard deduction, (2) lowering the amount of mortgage debt on
which interest is deductible, and (3) limiting the amount of state
and local taxes that can be deducted. On the other hand, the tax
benefits of homeownership may have increased for some because
the overall limit on itemized deductions based on adjusted
gross income has been suspended. You between claiming the
standard deduction or itemizing certain deductions (including the
deductions for mortgage interest and state and local taxes). These
changes are generally effective for 2018 to 2025.
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Andrew Samalin was recently invited to speak at the
2018 ADFP Catalyst Conference in San Diego, CA. His
presentation covered Creating Liquidity Solutions with
Illiquid Real Estate Assets as well as other related topics.
This year the Academy of Professional Family Mediators
hosted its 6th annual conference in conjunction with the
Association of Divorce Financial Planners. This year’s united conference
focused on modern solutions for divorce and family professionals including
the many ways that both
mediators and financial planners can work together for the benefit of both
their clients and their businesses. During the break out sessions, attendees
were able to choose from sessions in tracks for both mediators and
financial planners. Attendees were able to choose any session from either
track that most interests them, allowing them to expand their knowledge
base beyond what each organization can provide individually.

Samalin Investment Counsel is registered as an investment adviser with the SEC. The firm only
transacts business in states where it is properly registered, or is excluded or exempted from
registration requirements. Registration does not constitute an endorsement of the firm by the
Commission nor does it indicate that the adviser has attained a particular level of skill or ability.
All investment strategies have the potential for profit or loss. Changes in investment strategies,
contributions or withdrawals, and economic conditions, may materially alter the performance of your
portfolio. Past performance is not a guarantee of future success.
Different types of investments involve varying degrees of risk, and there can be no assurance that any
specific investment will either be suitable or profitable for a client's portfolio. There is no guarantee
that a portfolio will match or out perform any particular benchmark.
Third-party rankings and awards from rating services or publications are no guarantee of future
investment success. Working with a highly-rated adviser does not ensure that a client or prospective
client will experience a higher level of performance or results. These ratings should not be construed
as an endorsement of the adviser by any client nor are they representative of any one client’s evaluation. Generally, ratings, rankings and recognition are based on information prepared and submitted
by the adviser. Additional information regarding the criteria for rankings and awards is available upon
request.

IMPORTANT DISCLOSURES

Broadridge Investor Communication Solutions, Inc. does not provide investment, tax, or legal advice.
The information presented here is not specific to any individual's personal circumstances.
To the extent that this material concerns tax matters, it is not intended or written to be used, and
cannot be used, by a taxpayer for the purpose of avoiding penalties that may be imposed by law. Each
taxpayer should seek independent advice from a tax professional based on his or her individual
circumstances.
These materials are provided for general information and educational purposes based upon publicly
available information from sources believed to be reliable—we cannot assure the accuracy or completeness of these materials. The information in these materials may change at any time and without
notice.

