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Highlights from January

TE 5 230 “See You” 53K
Helen Chu

Maintaining social networks and connections is key to
stress management, which in turn enhances our physical
and emotional health. Since August 2021, “J&[& %%
See You #% %> has become a new platform for
OAACUHK (N. Cal) members to connect with one
another! | have had the pleasure of hosting these
monthly gatherings over Zoom, where members meet as
though we are catching up in a café.

Our meeting topic on January 15 was [ F&7EiBAKI% [
F 2 F | SR mE B 045 | . For three hours that afternoon,

meeting participants shared their financial planning
strategies for retirement. While none of us was an expert
on the topic, we eagerly exchanged personal experiences
and learned from others. Below are the highlights from
our discussions. While these notes do not serve as
financial advice, hopefully they could inspire some of
you to ask questions and research on answers in your
own retirement planning journey.

Income streams during retirement

Although most of us may be eligible to receive social
security income and/or have access to tax-deferred
savings (such as from a 401K or traditional IRA plan),
these income sources may not be sufficient after
retirement, especially if we have the blessing of living a
long life. Meeting participants suggested the following
cash flow generation ideas:

1. Purchasing annuities from an insurance company
using after-tax money or pre-tax IRA funds

This is a disciplined way of saving for retirement by
contributing money now to fund an annuity plan that
would give us a predictable schedule of future cash
distributions.  The advantages include getting
professional management of your assets (if you feel
uncomfortable managing on your own), market risks
shielding and guaranteed or predictable (possibly
lifetime) income after retirement.  However, it is
important to pay attention to the management fees
involved when shopping for a plan and to understand
that you might not break even in case of a shorter life
span than expected.

2. Taking out a reverse mortgage

If you own your primary home with a substantial amount
of equity, a reverse mortgage could be an easy way to
provide income when needed. Although you might not
be able to leave your home to your heirs, you may stay
self-sufficient rather than rely on others’ financial
support after retirement.

Long-term care insurance (LTC)

When young and healthy, we are not likely to think
about needing LTC. However, according to
LongTermCare.gov, “someone turning age 65 today has
almost a 70% chance of needing some type of long-term
care services and supports in their remaining years.”
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Medicare doesn’t cover LTC costs and according to the
Genworth 2020 Cost of Care Survey, the annual median
costs for nursing home care in a semiprivate room was
$93,072. Some of our meeting participants pointed out
that it would become very difficult to obtain LTC
insurance after age 70, so we should think about it
before it is too late!

Below are two types of LTC insurance used by our
meeting participants:

(1) an annuity plan with an
contribution

The particular plan provides LTC benefits for up to 6
years at a preset maximum monthly amount. If benefits
are unused during lifetime, heirs will inherit 80% of the
cash value.

initial lump sum

(2) A long-term care insurance policy with a variable
annual premium

Two meeting participants reported a 6- to 8-fold increase
in their LTC insurance policy premiums in the past year,
likely aggravated by recent pandemic conditions.
Despite the possible and unpredictable increase in any
year, premiums must be paid regularly for policy holders
to stay eligible for benefits.

After our January discussions, | did some research and
found out that some states, including California, have
LTC “partnership” programs. Insurance policies within
the California Partnership have unique features called
inflation protection and asset protection and their
premium increases are generally limited by state
regulations to a maximum of 40% over any 3-year
period.  Detailed information is available on the
California Partnership for Long-Term Care web site
at www.rureadyca.org.  Another vehicle to consider
could be a type of universal life insurance policy which
offers a long-term care benefit payout feature in the form
of “accelerated death benefits” with a predictable
premium payment schedule.

Taxation after retirement

One meeting participant reported being in a higher tax
bracket after retirement because of the combined taxable
income from social security benefits, pension and annual
required minimum distributions (RMDs) from tax-
deferred retirement plans such as IRA's or 401K’s.

While there is not much we can do on our pension or
social security income to reduce tax liability, we may
consider strategically converting traditional IRA assets
into a tax-free Roth IRA before age 72, the year when
Uncle Sam starts imposing taxable withdrawals in terms
of RMDs.

Estate plannin
There was a suggestion for the establishment of a living

trust to avoid probate for our heirs, especially if we own
any property in real estate. Avoiding probate means
saving our loved ones from the time, trouble and costs of
going through the court for property transfer after our
passing.

Before we signed off that sunny afternoon, our meeting
participants shared additional information on insurance
companies and features, agent relationships and
Medicare/Medigap costs, etc. A good time was had by
all. If you would like to meet other Bay Area CU
alumni over Zoom for some convivial and informative
conversations, please watch out for the “J&[& 2 See
You #%” invite in your OAACUHK-NC email each
month for sign-up information. Hope to see you soon!
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OAACUHK-NC
943 Corporate Way
Fremont, CA 94539
(510) 226-6886
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