


It's a New Year, and that's something to celebrate! This year is
the year for a renewed focus on planning and preparation
in the five key areas of retirement planning:

§§3—w INCOME PLANNING

§§—wm INVESTING
§i—wm TAXES

83— ESTATE & LEGACY PLANNING

§83—w HEALTHCARE

These are the building blocks of any solid retirement plan, and
this guide will detail each one. Whether 2021 is the year when
you retire or not, it's the year to create a truly comprehensive
retirement plan that addresses each of these areas.
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INCOME PLANNING

Retirement income can come from a few places, and most retirees can rely on
Social Security. Claiming your maximum benefit is an important part of creating
a retirement income strategy. Here's what to know about Social Security in 2021.

Social Security in 2021

Arecent report on Social Security’s financial state shows that the program’s trust
fund could be depleted as soon as 2031. At that point, payroll taxes could still
cover about 75% of scheduled benefits.” While these facts might seem to pose an
existential threat to the program, that is not quite the case. It's very unlikely that
Washington will ever scrap Social Security entirely, but lawmakers could reduce
benefits and/or increase taxes in the future. We can speculate, but your more
immediate concern should be creating a strategy to maximize your benefit.

Social Security Changes in 2021:

Benefits Will Increase by 1.3%: Social Security beneficiaries often get a cost of
living adjustment (COLA). In 2020 the COLA was 1.6%, and in 2021 it will be 1.3%.2
Some years see no adjustment, as was the case in 2010, 2011, and 2016.

Wages Subject to the Social Security Payroll Tax Will Rise 3.7%: In 2020, earnings
of up to $137,700 were subject to the payroll tax. In 2021 this amount will increase
to $142,800.3

1 https:/www.aarp.org/retirement/social-security/info-2020/benefits-trust-fund-runs-out-by-2031.html
2 https:/www.ssa.gov/cola/
3 https:/www.ssa.gov/cola/



3 Things to Know About Claiming Social Security:

In 2021, the maximum monthly
benefit for retirees who claim at their
full retirement age is $3,148.% The
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earliest you can claim Social Security
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age 70 for beneficiaries born in 1943 or
after.> Consider what age you will claim
benefits and know your full retirement
age.

Earning income while receiving a Social Security benefit may reduce your benefit.
Social Security beneficiaries under their full retirement age who earn more than
$18,960 in 2020 will have $1 withheld for every $2 they earn above this limit. This
earnings limit jumps to $50,520 once recipients reach their full retirement age, and
the penalty decreases to $1 withheld for every $3 earned above the limit. Earnings are
defined as the wages you make from your job, including any bonuses, commissions,
and vacation pay, or your net earnings if you're self-employed.’

If you have reached your full retirement age and have been married for at
least one year, you can claim a Social Security spousal benefit worth up to
50% of your spouse’s benefit. You will receive less than 50% of your spouse’s
benefit if you claim spousal benefits at your full retirement age, but you will
not receive more than 50% by waiting past your full retirement age to claim.?

4 https:/www.ssa.gov/news/press/factsheets/colafacts2021.pdf
5 https:/www.ssa.gov/benefits/retirement/planner/delayret.html
6 https://www.ssa.gov/news/press/factsheets/colafacts2021.pdf
7 https:/www.ssa.gov/cola/

8 https:/www.ssa.gov/benefits/retirement/planner/applying7.html



Where Will the Rest of Your Retirement Income Come
From?

Company
Pensions

Retirement income used to consist of 3 elements for many retirees: savings, a
pension, and a Social Security benefit. Now that most retirees don’t have a company
pension, personal savings must stretch farther. If you're looking to create additional
reliable retirement income to supplement your Social Security benefit, you might
consider an annuity.

An annuity is an insurance-based financial product that an individual pays a lump
sum into in exchange for a stream of payments over a period of time. It is the
opposite of life insurance - it protects against outliving your money by offering a
steady income stream either for a defined period or for life. It can also help protect
against market risk while offering a rate of return. There are different types of
annuities and ways to customize them to your individual needs. After a year of
record market ups and downs and near-zero interest rates, you may consider an
annuity when planning for retirement.
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There are several types of annuities, and they can pay out differently depending
on their terms. There are fixed annuities that pay out the same rate regardless of
market ups and downs, indexed annuities that pay out an amount based on an
external index, and variable annuities that pay based on investment performance.®

There are also guaranteed lifetime annuities that provide payments for life and
period-certain annuities that can distribute funds for a pre-determined amount
of time. They can also pay a remainder to a surviving spouse in the event of the
original owner’s death. There are also riders that can provide more flexibility and
customization. For example, a cost of living rider can help hedge against inflation
by raising the monthly income by a particular percentage every year."

There are pros and cons to each, and the right kind of annuity depends on the
individual’s situation. If you do choose to include an annuity in your retirement
income plan, we can help you choose from the many options available.

9 https:/www.investopedia.com/articles/retirement/09/choosing-annuity.asp#:~:text=There%20are%20three%20main%20types,fixed%2C%20
variable%2C%20and%20indexed.
10 https:/www.annuity.org/annuities/riders/
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INVESTING

WHAT'S YOUR INVESTMENT PLAN?

The market was on a rollercoaster ride for much of 2020, and there’s no telling
what it could look like in 2021. Your risk tolerance may have decreased as you've
gotten closer to retirement or have retired, and your investment plan should
take this into account. Those aren’t easy decisions, especially when you consider
market volatility, increasing average lifespans, and low interest rates. Here are
three things to put on your New Year's resolution list:

¢ Assess your investment strategy
¢ Assess your risk tolerance

¢ Create a retirement investment plan based on your
retirement goals and risk tolerance

11 https:/www.thinkadvisor.com/2017/03/01/financial-crisis-still-haunts-middle-income-baby-b/



INVESTING

Lessons From the Last Market Crash:

Did you know that ten years after the 2008 financial crisis, only 2% of middle-
income Baby Boomers reportedly believed the economy had fully recovered, and
65% didn't believe they had seen any personal benefit from the recovery?'

Ask yourself where you will be ten years after the end of the
12-year old bull market we saw in 2020.

U.S. Adults Nearing Retirement (Ages 55 to 64)
Saw the Largest Decline in the Dollar Value of Their
Wealth Between 2007 and 201m.

Change in Median Net Worth from 2007 to 2011,
by Age of Household Head

5510 64 65 and Older

Under Age 35 351054
$o

-$72,380

Souree: Faban T, Peffer, Sheldon Danviger, 2nd Robert E Schoens, “Wealth
Disparities Before and After the Groat Recession,™ e Awnals of the Amertcan Acadeny
of Polisical aned Secial Science 650, wo. 1 {2013): 98.123. 12

The effects of a market correction around the time of your retirement could be
detrimental. So what can you do to protect yourself from market volatility?

¢ One solution is having a source of guaranteed income that can cover basic,
fixed expenses.

¢ It's also important to decide how much investment risk to take in retirement
and manage investment risk by reviewing investment choices.

# Insurance can help you manage risk by reducing your exposure to certain
events, like unexpected healthcare expenses.

@ Diversify - there are so many investment options out there!

12 https:/pubmed.ncbi.nim.nih.gov/25332508/



TAX MINIMIZATION

Taxes can often be our single largest expense. Between taxes on your retirement
account withdrawals, real estate holdings, Social Security benefits, and investments,
you may be leaving a substantial amount of money on the table without a
comprehensive tax minimization strategy in place. Do you have a long-term tax
minimization strategy, or are you only focused on minimizing your tax burden on
a year-to-year basis?

After a period of significant spending during the COVID-19 pandemic, federal and
state governments could raise taxes to make up losses. We could be experiencing
relatively low tax rates now.

Top Federal Tax Rates

Perceni

13

So, what can you do today to minimize your taxes tomorrow? Rather than tax
planning just on a yearly basis, create a long-term tax minimization plan. It could
include:

A Roth IRA conversion

Real Estate Investment

Strategic asset allocation

An annuity

Using a life insurance policy
Charitable giving

Using a Health Savings Account (HSA)

L R R 2R R 2R AR 4

13 https:/www.taxpolicycenter.org/statistics/historical-highest-marginal-income-tax-rates
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Preparing For This Tax Season:

Here are some deductions you may be able to take advantage of for the 2020 tax
year:

¢ Qualified medical and dental treatments, potentially deductible if they
add up to 7.5% of 2019 adjusted gross income.

¢ Investment losses of up to $3,000.

¢ Qualified mortgage interest paid on the first $1 million of mortgage
debt for homes bought before December 15th, 2017.

¢ Charitable contributions to qualified charities with 100% of your 2020
adjusted gross income.

Qualified education expenses of up to $4,000 for single filers with
income of up to $80,000, or $160,000 for married couples filing jointly.

Half of the 15.3% payroll tax imposed on the self-employed.
Health insurance for the self-employed.

A certain portion of long-term care insurance premiums.
Home office deduction.

Early withdrawal penalties from a CD.

Up to $10,000 in state and local property taxes.™

*

L R IR R R B 2

The right strategy to minimize taxes really depends on your goals and unique
financial situation. A tax minimization strategy should work in concert with your
overall retirement plan, including your estate and investment plan.

14 https:/www.irs.gov/credits-deductions-for-individuals

TAXES
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ESTATE PLANNING

An estimated $68 trillion will pass from Baby Boomers to their beneficiaries over
the next 30 years in the biggest wealth transfer in history.”> Regardless of how
much money you plan to pass down to your loved ones, you may need an estate
plan. This should include talking to loved ones about money, creating the necessary
estate planning documents, and working to minimize taxes.

Important Estate Planning Documents:

¢ Awill

¢ A trust, either revocable or irrevocable
¢ An advanced Medical Directive

¢ Financial Power of Attorney

What documents you need will depend on your unique financial situation, legacy
goals, and family situation. The most important thing is not to put off creating or
updating your estate plan and the documents you need.

Intergenerational wealth
Share of national wealth owned by each generation, by median
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Chart adapted from Gray Kimivough

15 https:/www.cnbc.com/2019/10/21/what-the-68-trillion-great-wealth-transfer-means-for-advisors.html
16 https:/www.msn.com/en-us?refurl=%2fen-us%2fnews%2fother%2fthe-staggering-millennial-wealth-deficit-in-one-chart%2far-BBXGVqt
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Estate Planning Hurdle: The SECURE Act

The SECURE Act eliminated the ‘stretch IRA,” an estate planning strategy that
allowed heirs to stretch out distributions over their lifetime. Now, most non-spouse
beneficiaries must empty inherited accounts within ten years of the original owner’s
death. This means less time for funds to grow tax-free and a potentially larger
tax burden for beneficiaries.' Keep in mind that the new rule doesn’t apply to
retirement accounts inherited before 2020. And there are some exceptions where
heirs don't have to drain the account in ten years:

¢ A spouse

¢ A minor child

® Heirs not more than ten years younger than the original owner
¢ Disabled or chronically ill individuals'®

There are some tax-efficient strategies retirees may be able to use when creating
an estate plan, such as:

¢ Astep upin basis, where tax is based on the value of the asset at the
time of inheritance and not when it was originally purchased. Assets
can receive a setup-up in basis so that beneficiaries pay less in capital
gains tax.

¢ A partial or full Roth conversion, which will help minimize taxes on
inherited retirement accounts.

@ Using proceeds from life insurance, which can be received income
tax-free if policies are structured correctly.

17https:/www.forbes.com/sites/martinshenkman/2019/12/25/secure-act-new-ira-rules-change-your-estate-plan/#5baf1150710f
18 https:/www.forbes.com/sites/martinshenkman/2019/12/25/secure-act-new-ira-rules-change-your-estate-plan/#5baf1150710f



HEALTHCARE

HEALTHCARE & LONG TERM CARE

Medicare Advantage General Enrollment Period:

Are you a Medicare beneficiary? Medicare Advantage Open Enrollment Period and
Medicare General Enrollment Period start January 1st and run until March 31st.
During this time, you can:

¢ Sign up for Medicare Parts Aand B

* Part B coverage will begin on July 1st
¢ Change from one Medicare Advantage Plan to another
¢ Change from Medicare Advantage to Original Medicare

The Basics of Medicare:

¢ Part A helps cover hospital stays, home health care, skilled nursing,
and hospice.

¢ Part B helps cover doctor’s visits, outpatient procedures, and some
preventative care.

¢ Part C is supplemental insurance and can put a limit on your out of
pocket costs and cover costs Parts A and B don't, such as dental and
vision.

¢ Part D helps cover prescription drug costs.?°

It's important to know what Medicare parts A and B don't cover:

Prescription drugs

Deductibles and co-pays

Most dental care

Routine vision care

Hearing aids

Medical care outside of the U.S.
Long-term care costs*'

L 2R IR JNR R R 2N 2

19 http:/www.horsesmouth.com/gfx/pdf/RetirementChecklist2020Sample_Navy.pdf
20 https:/www.bcbsm.com/medicare/help/fags/works/parts-a-b-c-d.htmlt-hsa.asp
13 21 https:/www.medicare.gov/what-medicare-covers/whats-not-covered-by-part-a-part-b
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What's Your Long-term Care Plan?

Long-term care services have been shifting from hospitals and nursing homes to
individuals’ homes instead. This was happening before the pandemic, but the trend
has accelerated even more. Even though you're a long time away from needing
long-term care, now is the time to plan. An estimated 70% of Americans currently
age 65 will need long-term care at some point? and costs can be staggering. In
2020, the median yearly cost for an in-home health aide was $54,912, and the
median yearly cost for a private room in a nursing home was $105,850.23

Medicare will only cover long-term care for a limited period, and paying out of
pocket can be quite expensive. There are several other options for covering costs,
including long-term care insurance, qualifying for Medicaid, an annuity with
long-term care benefits, and a hybrid policy. The right strategy depends on your
individual situation, and you can explore your options with our team.

22 https://longtermcare.acl.gov/the-basics/how-much-care-will-you-need.html#:~:text=Someone%20turning%20age%2065%20today,bathing%2C%20
and%20using%20the%20bathroom.

23 https:/www.genworth.com/aging-and-you/finances/cost-of-care/cost-of-care-trends-and-insights.html#:~:text=Genworth%20Cost%200f%20Care %20
2004%20%2D%202020&text=The%20median%20yearly%20cost%200f,States%20in%202020%20was%20%24105%2C850.
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Take Control of Your Financial Future in 2021!

Whether you have a plan for some or none of the five key areas of retirement
planning, we can help you create a cohesive strategy that works to address all of
your concerns. If your financial situation changed in 2020, or if you're rethinking
your retirement strategy, come talk to us. Here's what we hope to be to you:

& Someone who cares about, asks about, and understands your concerns and
will take the time to address them.

4 Someone willing to spend the time to educate you on all of your investment
options and how they work.

& Someone who clearly explains how they are compensated.

¢ Someone you are comfortable trusting with your financial well-being and
have confidence will be there for your family when needed.

If you have more questions about any of the key areas of retirement planning, read our
content that looks at these topics in greater depth, or sign up for a complimentary review.
Living well tomorrow starts today - we hope to see you so we can start discussing your
retirement goals and creating a plan to help achieve them.

SHP FINANCIAL

225 WATER STREET,
BLDG C, SUITE C210

: ; I I P PLYMOUTH, MA 02360

FINANCIAL (866) 746 - 2401
ask@shpne.com
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DISCLOSURE

The content of this advertisement was prepared by Lone Beacon Media.

Information is not intended to provide specific legal or tax advice. Derek Gregoire, Keith
Ellis, Matthew Peck, CFP®, CIMA® nor SHP Wealth Management provide tax or legal
advice. You are encouraged to consult your tax or legal professional for guidance on
your individual situation. Investment advisory services are offered through SHP Wealth
Management LLC.,an SEC Registered Investment Advisor. Offices in Woburn, Westborough,
Hyannis, and Braintree are offices of convenience and only used for client meetings.

Investment Advisory Services are offered through SHP Wealth Management LLC.,an SEC
registered investment advisor. Insurance sales are offered through SHP Financial, LLC.
These are separate entities, Matthew Chapman Peck, CFP®, CIMA®, Derek Louis Gregoire,
and Keith Winslow Ellis Jr.are independent licensed insurance agents,and Owners/Partners
of an insurance agency, SHP Financial, LLC.. In addition, other supervised persons of SHP
Wealth Management, LLC. are independent licensed insurance agents of SHP Financial,
LLC. No statements made shall constitute tax, legal or accounting advice. You should
consult your own legal or tax professional before investing. Both SHP Wealth Management,
LLC. and SHP Financial, LLC. will offer clients advice and/or products from each entity.
No client is under any obligation to purchase any insurance product.



