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Hi Everyone!

Fall is a busy time. Families may
become immersed in school
activities and striving to complete
year-end goals.

Don't overlook the importance of
making good decisions for employee
benefits and year-end tax planning.

Give us a call if we can help!

Warm regards,

Deidra

Follow me on Twitter @DeidraFulton

Fall 2011
The Debt Ceiling and the Road Ahead

Making Benefit Decisions during Open
Enrollment

Factoring Health-Care Costs into Retirement
Planning

What happens to my online accounts when |
die?
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The Debt Ceiling and the Road Ahead

The Budget Control Act of 2011 left all sides
with plenty to argue about for the rest of the
year. In addition to gradually increasing the
debt ceiling, it's intended to bring down the
federal budget deficit by an estimated $2.1
trillion over the next 10 years, focusing on
spending cuts rather than increased revenues.
The Act also sets the stage for more debate
over how to achieve that $2.1 trillion reduction.
Here are some of the key provisions of the debt
ceiling legislation.

The debt ceiling will rise in stages

The legislation increased the $14.3 trillion debt
ceiling by $400 billion immediately, and by
another $500 billion after September. The
increases enable the Treasury to pay bills
without interruption while additional discussion
of deficit reduction measures takes place.

An additional $1.2 trillion to $1.5 trillion in
borrowing authority, which is believed will take
care of the Treasury's needs until 2013, will be
available in 2012; the amount will depend on
whether certain requirements are met. Though
Congress could vote to disapprove the
additional borrowing authority, that action could
be vetoed by President Obama, which would
prevent a rerun of last July's uncertainty.

Discretionary spending will be cut

Caps on domestic and defense spending will
cut an estimated $917 billion--roughly the same
amount as the initial increase in the debt
ceiling--from federal budgets over the next
decade.

"Supercommittee" will seek additional
$1.5 trillion deficit reduction

A special 12-member joint select committee of
Democrats and Republicans from both the
House and Senate is charged with finding ways
to reduce the deficit by an additional $1.5
trillion. The committee is directed to report its
proposals by November 23, 2011; by
December 2, it must submit legislation to
implement those proposals. Both houses of
Congress must vote on that legislation, which
cannot be amended on the floor, by December
23.

More spending cuts, 2012 debt ceiling
tied to deficit reduction

The joint committee's deficit reduction
proposals will determine the amount of an
additional increase in the debt ceiling. If the
committee's proposals are approved by
Congress, the debt ceiling will be increased in
2012 by the amount saved by the deficit
reduction measures (up to $1.5 trillion). If the
committee cannot agree on how to cut the
deficit by at least $1.2 trillion, or if Congress
doesn't approve the committee's proposals, the
new debt ceiling increase would be limited to
$1.2 trillion.

To try to prevent gridlock on the committee,
failure to agree on at least $1.2 trillion in deficit
reduction would automatically trigger an
additional $1.2 trillion in spending cuts
beginning in January 2013. The cuts would
apply to both defense spending, such as the
Departments of Defense and Homeland
Security, and to nondefense spending, such as
payments to Medicare providers. However,
Medicare cuts would be limited to 2% of the
program's cost, and Social Security, veterans
benefits, food stamps, and Supplemental
Security Income (SSI) would be exempt.

Balanced budget amendment would
give authority to increase debt ceiling

President Obama also would be granted
immediate authority to increase the debt ceiling
by $1.5 trillion if Congress were to pass by
year's end a constitutional amendment
requiring a balanced budget. Such an
amendment would not become effective unless
ratified by three-quarters of the states.

Grad student subsidized loans
eliminated

Subsidized-interest Stafford Loans for graduate
and professional students (other than those in
state-required teaching or certification
programs) will end after July 1, 2012, though
unsubsidized loans will still be available. To
compensate for the cuts, the Act also adds $17
billion in mandatory funds over two years for
Pell Grants.
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The decisions you make
during open enrollment
season are important,
because you generally must
stick with the options you've
chosen until the next open
enrollment season. The
exception to this is if you
experience a "qualifying
event" such as getting
married or divorced, or
having a child, in which
case you'll be able to make
changes outside of the open
enrollment period.
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Making Benefit Decisions during Open Enrollment

The end of the year is traditionally open
enrollment season, your annual opportunity to
review your employer-provided benefit options
and make elections for the upcoming plan year.
Even if you're busy, take a look at the
enroliment packets or information you receive
from your employer. You generally only have a
few weeks (or less) to make important
decisions about your benefits, and with
health-care costs rising, it's more important
than ever to choose your benefits wisely.

Are you happy with your health plan?

During open enrollment season, many
employers roll out new health plan options.
Even if you're satisfied with your current health
plan, it's a good idea to check out the plans
your employer is offering for next year and
compare these to your existing health
coverage. If you decide to stick with the same
health plan you have now, look for differences
between this year's plan and next year's.
Premiums, out-of-pocket costs, and coverage
offered often change from one year to the next.

Some tips for reviewing your health plan:

« Start by reading any plan materials you've
received in your open enrollment packet and
find out as much as you can about your
options. Look for a "What's New" section that
spells out plan changes.

List your expenses. These will vary from year
to year, but what you've spent over the
course of the last 12 months may be a good
predictor of what you'll spend next year. Don't
forget to include co-payments and
deductibles, as well as dental, vision, and
prescription drug expenses.

Reevaluate your coverage to account for life
changes. For example, getting married,
having a baby, or retiring are events that
should trigger a thorough review of your
health coverage.

Consider all out-of-pocket costs, not just the
premium you'll pay. For example, if you
frequently fill prescriptions, you may save
money with a plan that offers the broadest
prescription drug coverage with the lowest
co-payments, even if it charges a higher
premium than other plans.

» Compare your coverage to your spouse's if
he or she is eligible for employer-sponsored
health insurance. Will you come out ahead if
you switch to your spouse's plan? If you have
children, which plan best suits their needs?

» Take advantage of technology. Some
employers offer calculators or tables that
allow you to do a side-by-side comparison of
health plans to help select the best option.

Should you contribute to a flexible
spending account?

You can help offset your health-care costs by
contributing pretax dollars to a health flexible
spending account (FSA) or reduce your
child-care expenses by contributing to a
dependent care FSA. The money you
contribute is not subject to federal income and
Social Security taxes (nor generally to state and
local income taxes) and you can use these
tax-free dollars to pay for health-care costs not
covered by insurance or for dependent care
expenses.

If your employer offers you the chance to
participate in one or both types of FSAs, you'l
need to estimate your expenses for the
upcoming year in order to decide how much to
contribute (subject to limits). Your contributions
will be deducted, pretax, from your paycheck. If
you're currently participating in an FSA, it's also
an ideal time to find out how much money you
have in this year's account. Unused
contributions are lost if you don't spend them by
the end of your benefit period. And remember,
you must enroll each year--you won't
automatically be reenrolled in a health or
dependent care FSA.

What other benefits or incentives are
available?

Health insurance coverage is a valuable
benefit, especially if your employer pays a large
percentage of the cost, but many employers
offer other voluntary benefits such as dental
care, vision coverage, disability insurance, life
insurance, and long-term care insurance. Even
if your employer doesn't contribute toward the
premium cost, you may be able to conveniently
pay premiums via payroll deduction.

Many employers sweeten benefit packages by
offering discounts on various health-related
products and services, such as gym
memberships, wellness programs, and
eyeglasses. Find out what your employer
offers--otherwise you may miss out on some
saving opportunities. Your employer may also
offer incentives for employees who take steps
to maintain a healthy lifestyle. For example, you
may be eligible for a monetary reward for
completing a health assessment, or you may be
reimbursed for the cost of fitness classes.

Do you need more information?

Ask your benefits administrator for help if you
have any questions about your health plan, the
options available to you, or enrollment
instructions or deadlines.
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Will living a healthy lifestyle
reduce health-care costs in
retirement? Not necessarily.
While living a healthy
lifestyle may aid in reducing
annual health-care costs,
that same lifestyle generally
promotes longevity, which
may translate to higher total
health-care expenditures
over alonger lifetime. The
moral of the story is even if
you're healthy, you still face
illnesses and diseases, so
don't wait until your health
begins to fail to plan for
these costs in retirement.

Factoring Health-Care Costs into Retirement Planning

There are many factors to consider in
determining how much you'll need to save in
order to enjoy a comfortable and financially
secure retirement. One often overlooked
retirement expense is the cost of health care.
You may presume that when you reach age 65,
Medicare will cover most health-care costs.
However, Medicare currently only pays for a
portion of the cost for most health-care
services, leaving a potentially large amount of
uninsured medical expenses. Without proper
planning, health-care costs can sap retirement
income in a hurry, leaving you financially
strapped.

How much will you need?

How much you'll spend generally may depend
on when you retire, how long you live, your
health status, and the cost of medical care in
your area. But the costs can add up. You won't
have to pay for Medicare Part A hospital
insurance (unless you don't qualify and have to
buy into the program), but you will likely pay
either $96.40 or $110.50 each month in 2011
for Medicare Part B physician's coverage
(although you may pay higher premiums based
on income and other factors), and an average
of $30 per month for Medicare Part D
prescription coverage. In addition, there are
co-pays and deductibles to consider (e.g., after
paying the first $162 in Part B expenses per
year, you pay 20% of the Medicare-approved
amount for services thereafter).

The cost of health care is rising. The Centers
for Medicare & Medicaid Services (CMS)
reports that national health expenditures grew
by 4% in 2009. And the CMS Office of the
Actuary estimates that out-of-pocket spending
is projected to grow at an average rate of 5%
from 2015 through 2020.

What can you do?

It's clear that health care is an important factor
in retirement planning. And while you may be
able to buy a cheaper car, live in a smaller
home, or take fewer vacations in order to stay
within your retirement income budget, you can't
do without necessary medical care. So what
can you do? You can better prepare for these
expenses by taking the following steps:

» Acknowledge that paying for health care in
retirement is an issue to consider. Don't
presume Medicare and Medigap insurance
will cover all your expenses--they probably
won't. Include potential health-care costs in
your retirement plan.

« Evaluate your present health and project your
future medical needs. That might be easier
said than done, but taking stock of your
overall health now and factoring in your
family's health history may help you
determine the type of care you might need in
retirement. Are you currently being treated for
high blood pressure or diabetes? Do you live
a healthy lifestyle? Does heart disease run in
your family?

Understand what Medicare covers and what it
costs. For instance, Medicare (Part A, Part B,
and Part D) generally provides benefits for
inpatient hospital care, medically necessary
doctor's visits, and prescriptions. But
Medicare doesn't cover everything. Examples
of services generally not covered by
Medicare include most chiropractic care,
dental or vision care, and long-term care.
You'll also have to account for deductibles,
co-insurance costs for some services, and a
monthly premium for Medicare Parts B and D.

Consider the cost of supplemental insurance.
Medigap plans are standardized policies sold
by private insurance companies that pay for
some or all of the costs not covered by
Medicare. In addition to Medigap policies,
other types of supplemental insurance
include long-term care insurance, dental
insurance, and vision insurance. The type
and amount of coverage that's best for you
depends on a humber of factors, including
how much premium you can afford, what
benefits you need, your financial resources,
your health, and your anticipated medical
needs.

« Don't forget to factor in the cost of long-term
care. The National Clearinghouse for
Long-Term Care Information estimates that at
least 70% of people over age 65 will require
some long-term care services. Medicare does
not pay for custodial (nonskilled) long-term
care services, and Medicaid pays only if you
and your spouse meet income and asset
criteria.

« Save, save, save. You may have already
begun saving for your retirement, but if you
fail to include the cost of health care in your
plan, you're likely leaving out a big expense.
Your financial professional can help you
figure out how much you may need to save
and adjust your retirement planning strategies
to account for potential health-care costs in
retirement.
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This newsletter strives to provide
factual and up-to-date information
on the topics discussed, but it
should not be regarded as a
complete discussion of these
issues. The reader is advised to
engage the services of a
competent professional before
taking action on any subject matter
discussed.
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Ask the Experts

These days, using a personal
computer is just a normal part
of life. You may have e-mail or
online accounts that require a

B password, or you may have
plctures V|deos or documents stored online or
on your hard drive. You may even maintain a
blog or website. Like your physical assets,
these "digital" or "cyber" assets can have both
sentimental and economic value. Chances are,
nobody else knows your cyber assets even
exist, and if they do, they may not know where
those assets are stored or how to access them.
It's important that you make plans for the
disposition of your cyber assets in the event of
your incapacity or death. If you don't, your
survivors may have to deal with
time-consuming and costly searches, or worse,
the assets may be overlooked and lost
altogether.

What happens to your cyber assets at your
death depends on what type of asset it is, and
while the laws regarding cyber assets are not
well settled, there are some broad guidelines.
Domain names, once registered, become your
personal property under property law, and your
websites and blog content are yours under

Your cyber (or digital) assets
may have sentimental and/or
economic value, and you
should consider including
them in your estate plan.
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Here's how:

. Identify your cyber assets. They include (a)
domain names, websites, and blogs, (b)
photos, videos, and documents stored on
sharing sites such as Flickr, YouTube, and
Google Docs, (c) e-mail accounts, (d) online
bank, credit card, investment, and other
such accounts that typically require a
password, (e) accounts with online
companies such as Facebook, Twitter, and
eBay, and (f) documents, spreadsheets,
photos, and other such items that are stored
on your computers, hard drives, DVDs,
smartphones, flash drives, and other offline
or online servers or backup servers.

2. Understand which assets are transferable to
other persons and which are not. Your
domain names, websites, and blogs are
transferable under property and copyright
laws; however, your online accounts may or
may not be transferable, depending on the
online site's terms of service (you may

=

What happens to my online accounts when | die?

federal copyright law. These types of cyber
assets are clearly defined by law and are
transferable to your heirs (e.g., through your
will). On the other hand, certain online
accounts, such as e-mail accounts, Facebook,
Twitter, eBay, or PayPal, may not be classified
as property in the legal sense; you are merely
given a license by the website when you agree
to its terms of service. Under these terms of
service, transferability of your accounts may be
limited or even prohibited altogether. Terms of
service vary widely from site to site. Some
sites, such as YouTube, will allow persons with
legal power of attorney to access your
accounts, and they post instructions on how to
do so. Other sites, such as Facebook, will put
your accounts into a "memorial state." Many
sites, however, will terminate and permanently
delete your accounts upon notification of your
death. You should read and understand all
terms of service and make any necessary legal
arrangements so your heirs will have access to
your accounts.

Note: On the flip side, you may have certain
private accounts to which you want to ensure
that no one is given access and which will be
terminated immediately upon your death.

@ How do linclude my cyber assets in my estate plan?

merely have a license). Read all terms of
service to understand what can be done with
the account upon your death. You will find
that many accounts will automatically
terminate upon notice of your death, and
other accounts, such as one on Facebook,
may be put into a "memorial state."

3. Inventory your cyber assets. List all your
assets indicating (a) where they are located,
(b) how they are accessed, including URLSs,
usernames, and passwords, (c) what you
wish to have happen to the asset at your
death (e.g., transfer to an heir, terminate,
memorialize), and (d) who will be
responsible for carrying out those wishes
(e.g., spouse, executor). Refer to but do not
include this inventory in your will, because
wills become public and this is private
information. Put it in a safe place and let
others know of its existence.

4. Include specific bequests of certain valuable
cyber assets (domain names, websites,
blogs) in your will, and execute powers of
attorney for those accounts that will require
it.
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