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Financial Considerations

KEY POINTS

. Develop a clear picture of your finances

Having a financial plan is key because it identifies your sources of income and expenses and will
help you budget based on your personal goals and changes that occur over time.
¢ The first step is to take a look at the big picture, i.e. your net worth (what you own minus what
you owe).
¢ The second step is to create a monthly budget based on what you think your expenses are/will
be in retirement including a bit of cushion for emergencies or unexpected events.
e Even if you are already retired, having a solid overview and tracking expenses at least bi-
monthly will enable you to adjust your goals if unforeseen costs arise.

Based on the previous chapters in this guide, you may be considering various expenses:
Renovation, remodeling, relocation, health and recreation options, transportation choices, assistive
tools and technologies. Consider your options and expenses and how they relate to the quality and
resilience of the assets you have worked hard to acquire.

. Get advice

No doubt about it, retirement is a big life change. And to many, it can feel overwhelming to try to
make sense of the complex financial decisions ahead.
You may have questions such as the following:

e Should | take my pension as a lump sum or as an annuity?

¢ When should | file for Social Security?

e Should | pay off my mortgage or focus on other debt? Is a reverse mortgage a good idea?

e Will | be able to afford health insurance during the bridge years between when | retire and
Medicare eligibility?

e After | retire, do | still need life or long-term disability insurance?
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These are all big decisions. In reality, few people possess the
expertise, the time, or the desire to actively plan for and manage
these aspects of their financial lives.

A financial advisor has the expertise to assess the big picture of Helpful Tip
your financial situation and help you look forward so you can When searching
better see how well-prepared you are for living your best life for a financial
under different potential scenarios. Depending on your needs, advisor,

you may also want to seek additional guidance from a tax advisor kel

or an attorney with estate planning expertise. approach, fees,

and commission.

. Create and share key documents

Peace of mind is as important for your loved ones as it is to you. They need to know where you store
important documents so that when you are no longer able to speak for yourself, they can adhere to
your wishes for how you live your life and how you leave it. Ensuring they have access to these will
go a long way toward helping them. Questions you should be asking:

Do | have the appropriate documentation with regard to my financial records?

Are these documents up to date?

Do any of them need to be revised to reflect my current life situation or preferences?

Do key people know where these documents are and how to access them?

Financial Considerations of Aging in Place

Personal Income and Assets

Even if you think you have healthy retirement savings, the expenses of aging in place can make them
dwindle quickly. Take a close look at your current finances, such as income, savings, and any
investments. Then tally up your monthly costs, including any debt payments. Before deciding to stay
in your home, ask yourself:

¢ Do | have enough cash flow for monthly bills and everyday expenses?

¢ Could | quickly liquidate assets (such as stocks) if | needed the cash?

¢ Could I handle a large, unexpected expense like a major car repair?

¢ How much will it cost to adapt my home to meet my needs as | age?

¢ Does my home make sense for the current size of my household? Can | afford to pay for ongoing

maintenance services like lawn mowing, driveway plowing, and gutter cleaning?
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Additional Help You May Need
The need for more hands-on help can increase as we age. And while some of that support can come
from willing friends, family, and neighbors, you may need to hire professional help for some tasks.
These tasks include:

¢ Money management/paying bills

¢ Housekeeping/laundry

¢ Meal preparation or meal delivery

» Help with activities of daily living (ADLs) such as eating, bathing, dressing, toileting, and grooming

¢ Shopping assistance (for food and other essentials)

e Landscaping services

e Home repair services

¢ Transportation

¢ In-home nursing care

¢ Medication management

e Companionship

¢ Adult Day Care

Some of these support services may be covered by your health care plan or available through local
community-based organizations. Other services you'll have to pay for out of your own pocket and
paid help doesn’t always come cheap. It's vital to make sure you have the social and financial
resources to get the support you need.

Resources to Help Older Adults Stay at Home

Support from Others

Spouses, adult children, friends, and neighbors often play a big role in a person’s ability to

age in place. They can take care of tasks like running errands, paying bills, and mowing the lawn. But
relying on others can present its own problems (like caregiver burnout). It's important to consider the
limitations of the people around you before counting on their assistance.

Home equity
Home equity is the difference between what you owe on your mortgage (or any other debt against
your home) and your home’s appraised value. If you owe very little on your home,
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or it's paid off completely, you may have a good amount of equity. Borrowing against your home
equity frees up extra cash that can help you stay in your home. You can use this money to pay daily
living expenses, fund home modifications, or pay for in-home help.

When it comes to tapping into your home equity, you have several options:

* Home equity loan: With a home equity loan, you get a lump sum up front. This amount must be
paid back with interest via monthly payments. The interest rate is usually fixed.

* Home equity line of credit (HELOC): A HELOC provides a flexible line of credit similar to a credit
card. You use only what you need, when you need it, and you only pay back what you borrow.
HELOC interest rates are typically variable and change over time, although some lenders today
offer fixed-rate HELOCs.

e Reverse mortgage: Designed for homeowners age 62+, a reverse mortgage allows you to convert
part of your home's equity into cash. There are several types of reverse mortgages, each for
different needs.

Reverse mortgages aren't a way to get “quick cash.” Rather, they should be viewed as part of your
bigger financial plan. Before you seek a reverse mortgage, you'll be required to get counseling from a
HUD-approved counselor to ensure you can make an informed borrowing decision.

Government Programs

Government-funded programs can be a lifeline for low-income older adults who can’t pay for home-
based help. If you qualify for any of the programs below, the assistance you receive could help you
age in place with less financial worry.

e Medicare: This is a federal health insurance program for Americans age 65+ and younger people
with certain disabilities. Traditional Medicare (Parts A and B) covers home health services while
you receive skilled nursing care or rehabilitation at home. If you have a Medicare Advantage (Part
C) plan, it may cover services like home personal care, adult day services, meals, and home
modifications.

Can You Afford to Age in Place?

Most retirement experts recommend that retirees will need between 70 and 100% of their
pre-retirement income to maintain the same standard of living once they stop working. In
addition to your Social Security benefits and traditional pension (if any), you can probably
spend about 4% of your savings each year. Aging at home requires thinking ahead.



¢ Medicaid: This joint federal-state program provides health insurance for various groups of people
with low income. Medicaid may cover certain home and community-based services, such as
custodial care. Eligibility and coverage vary by state, so be sure to talk to a financial advisor or
contact your state’s Department of Health and Human Services to find out more.

¢ Department of Veterans Affairs (VA): If you're an eligible veteran, you may be able to receive
homemaker or home health aide services that help you remain in your home. You could also
qualify for cash assistance that can be used to pay for in-home services and supports

Avoiding Fraud and Scams

Did You Know?
“More than 369,000 incidents of financial abuse targeting

older adults are reported to authorities in the U.S. each Have you recognized a scam?

year, causing an estimated $4.8 billion in losses, according Become familiar with the

to a January 2022 analysis of federal and state data by AARP Fraud Watch Network

Comparitech, a cybersecurity research company. and their Helpline. Call 877-
908-3360 or report it with the

And those numbers probably understate the problem by a AARP ScamTracking Map.

considerable amount. Experts agree that elder financial

exploitation, broadly defined as the theft or misuse of an Get Watchdog Alerts for tips

older person’s money by someone they know, is vastly on avoiding such scams.

under-reported.

But experts also say that in most cases, the abuse can be prevented before it starts. Take these
steps to help protect yourself or a vulnerable loved one from financial exploitation.

1. Designate someone you trust as your financial power of attorney.

While you're still able to make financial decisions, choose the right person to do so if you become
incapacitated. Or persons: If you invest two people with this responsibility, they can share the
workload and hold one another accountable.

“We don't like to talk about finances. It's private. But we need to change that dynamic,” says Julie
Schoen, deputy director of the National Center on Elder Abuse (NCEA) at the University of
Southern California’s Keck School of Medicine.

Skip the standard power-of-attorney form and customize the role to meet your needs, preferably
with the help of a lawyer.The federal government’s Eldercare Locator can help you find free or
low-cost legal assistance. Maybe you want your agents to handle all your financial matters, or

maybe you just want them to file taxes or manage property. Spell it out.
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Maintain close contact with older loved ones through regular visits, phone and video calls, emails and
texts. Encourage them to stay involved with others through a faith community, volunteer activities or
other social groups.

And watch out for someone — even someone you thought you or your loved one could trust — who
discourages contact with family and friends, exerts pressure on financial decisions or asks for large
sums of money.

“There’s a phenomenon where someone befriends an older person, becomes part of their life and is
grooming them, so when they ask for money the older person will give it to them,” says Kristin Burki,
director of the National Clearinghouse on Abuse in Later Life (NCALL). “They’re looking for
vulnerabilities in an older person. Pay attention to the relationships in an older person’s life.”

2. Get to know your loved one’s caregivers.

If you need to hire in-home help for a loved one, strongly consider going through a bonded agency
that does rigorous screening and will take action in case of theft, such as contacting authorities and
reimbursing you.

Once hired, observe how the caregiver is taking care of your loved one. Are they
keeping them clean? Stocking the refrigerator with healthy food? Giving medications regularly?

“They’re less likely to financially exploit
Mother because they know you're
paying attention,” says Bonnie Brandl,
the founder and former director of
National Clearinghouse on Abuse in
Later Life. If you have suspicions or an
uneasy feeling about a caregiver, find
another.

3. Appoint a trusted contact for accounts and investments.

A trusted contact is someone you authorize a bank or financial institution to get in touch with about
questionable activity on your account, or if they are unable to reach you. The company can disclose
some account information to your trusted contact, but he or she is not able to make transactions.



A similar option is to give someone you trust view-only access to your account. View-only users can
monitor your transactions but not conduct business or access the funds. This is a safer option than
establishing a joint account, where the other person can make withdrawals and your money
automatically becomes theirs upon your death.

“Never add someone to your bank account or the title to your property,” advises Joanne Savage, an
attorney with AARP’s Legal Counsel for the Elderly which provides free legal services for older adults
in Washington, D.C.

Contact your bank or brokerage or visit its website for information on adding a trusted contact or
view-only user to your account. The Financial Industry Regulatory Authority (FINRA), a non-
governmental body that oversees brokerage firms, requires its members to ask customers to identify
a trusted contact when they open or update an account.

4. Sign up for a service that tracks your bank accounts, investments and credit cards.
Tech tools such as EverSafe and LifeLock can detect suspicious activity, like missing deposits, unusual
withdrawals or abrupt changes in spending patterns, and notify you and a trusted advocate.

There are several services that do more than provide front-line protection in detecting scams, fraud
and identity theft — they can also offer support in recouping any losses. If you do fall victim to fraud,
for instance, they can walk you through the steps to take in reporting it and mitigating your losses. In
the case of identity theft, some will reimburse lawyer fees.

5. Stay in touch with older loved
ones.

A natural consequence of aging can
be losing connections through
retirement, moves, and the deaths
of spouses, family members and
friends. Social isolation, whether
brought on by life’s circumstances
or physical distancing required by a
pandemic, is one of the greatest
risk factors for elder financial
exploitation, according to the
NCEA.




Financial Planning Assessment C e e e e

Understanding Your Income & Assets

Do you feel confident that you have/will have enough money (savings, income, assets) to support
yourself through the remainder of your life?

Yes No Not Sure

Do you have savings, pensions or other funds set aside? Yes No Not Sure

If you answered “yes,” do you know where these funds are located and how to access them?
Yes No Not Sure

Have you thought about any of the following strategies to either increase your retirement income or
reduce your expenses?

e Establishing a savings/retirement account Yes  No___ NotSure
¢ Delaying retirement Yes  No___ NotSure
¢ Phased retirement with part-time work Yes  No___ NotSure
¢ Modifying your savings withdrawal rate Yes  No___ NotSure
e Converting other assets to savings Yes  No___ NotSure
¢ Converting home equity to savings Yes  No___ NotSure
¢ Eliminating unnecessary expenses Yes  No___ NotSure
¢ Revising insurance needs Yes  No___ NotSure
Are you currently collecting Social Security benefits? Yes_~ No__ NotSure

If you answered “no,” have you decided when you will collect your Social Security benefits?
(The earlier in life you start collecting benefits, the lower your monthly check will be.)

Yes __ No___ NotSure_



Take a look at your responses in this section and note any NO and NOT SURE answers. Use the
space below to identify changes you are considering or topics you want to investigate further.

My Personal Finance Questions, Considerations & Priorities:

My Plan for Personal Finance

My Plan A for personal finance, i.e. my ideal aging in place scenario is:

My Plan B for personal finance, if my financial, support, or health circumstances change:

Actions | will take to make my Plan A probable and my Plan B possible:

Start Doing

Continue Doing

Stop Doing
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Reviewing Your Key Documents

What measures and legal documents do you have in place for managing your assets?

e Will

e Trust

¢ Financial power of attorney e rrn s
¢ Healthcare power of attorney | mE
e Other = = = = = = =

Have these documents been updated to reflect your current life preferences, choices, circumstances?
Yes No Not Sure

Have you checked into the legal ownership of your assets? (Often a deceased spouse or parent will
still be listed as the legal owner on titles or deeds. Know who is listed on the title of your primary
assets—car, homes, land, stocks, etc.). Yes No Not Sure

Have you shared the location of these documents and other financial information (e.g. bank
accounts, life insurance) with your spouse, children, other family, or trusted friends?
Yes No Not Sure

If “yes”, have you given or written down directions on how to access these documents including login
and password information?
Yes No Not Sure

Affordability and Personal Finance Resources

The mission of PayingForSeniorCare.com is to help the
elderly and their families fully understand the cost of long-
term care and the programs that can provide financial
support. You have an online data- base of tools, references,
and articles that cover topics like available care options and
resources for senior residents of North Carolina.
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http://payingforseniorcare.com/
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