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The Bakalar Kopff Group strives to
continue to provide relevant
information on a range of topics for
your review. We welcome any
feedback so please give us a call
should you wish to discuss these
articles or any other issues in further
detail. (913) 491-2601

One advantage of term life
insurance is that it is
generally the most
cost-effective way to
achieve the maximum life
insurance protection you
can afford. Many people
first purchase term life

insurance to protect their family's financial
interests after a significant life event, such as
getting married or the birth of a child.

You may have done the same for your family
when you purchased your policy years ago.
And chances are, other than paying the
premiums, you probably haven't given it much
thought since then. However, if your term life
insurance policy is set to expire in the near
future, it's important to explore your options
now before the coverage runs out.

Before you get started, you first need to
reevaluate your life insurance needs and
determine if anything has changed. Are your
children grown and have they graduated from
college? Do you have a mortgage? If you have
financial obligations that you need to take care
of, you may still need term life insurance. If you
are nearing retirement and have fewer financial
obligations than you did when you were
younger, your need for a term life insurance
policy may not be as great as it once was.

Purchasing a new policy
If you are in relatively good health and your
current term life insurance policy is about to run
out, you might consider purchasing a new term
policy altogether. When applying for a new term
life insurance policy, you will generally need to
pass a medical exam. In addition, since you are
older now, your premiums may be higher than
they were under your old policy. However, you
may not need as large a policy as you did when
you first purchased term life insurance years
ago. It may pay to shop around and compare
because premiums can vary among insurers.

Renewing your existing policy
When the coverage period for your term life
insurance ends, you may have the option to
renew the policy, depending on the specific

policy and limitations. Though you won't be
required to take a medical exam if you renew
your policy, the rate will generally increase
each time it is renewed for an additional term
because your age has increased (as has the
insurance company's risk of paying a death
benefit). These increased premium costs can
sometimes make renewing a term life insurance
policy an expensive way to cover your life
insurance needs.

Converting your policy to permanent
life insurance
If you have a convertible term life insurance
policy, you may be able to convert it to a
permanent life insurance policy, such as whole
or universal life insurance. Permanent
insurance continues throughout your life as
long as you pay the premiums. As with term
insurance, permanent insurance pays a death
benefit to your beneficiary at your death, but it
also contains a cash value account funded by
your premium dollars. When you convert your
policy, you won't need to prove your insurability
by taking a medical exam. However, there is
usually a conversion deadline, which is the date
by which you must convert, typically before
your term life insurance is set to expire.

The cost and availability of life insurance
depend on factors such as age, health, and the
type and amount of insurance purchased. As
with most financial decisions, there are
expenses associated with the purchase of life
insurance. Policies commonly have mortality
and expense charges. In addition, if a policy is
surrendered prematurely, there may be
surrender charges and income tax implications.
Any guarantees are contingent on the
claims-paying ability and financial strength of
the issuing company.

The rules governing 1035 exchanges are
complex and you may incur surrender charges
from your "old" life insurance policy. In addition,
you may be subject to new sales and surrender
charges for the new policy.
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On the Road to Retirement, Beware of These Five Risks
On your journey to retirement, you'll likely face
many risks that have the potential to throw you
off course. Following are five common
challenges retirement investors face. Take
some time now to review and understand them
before your journey takes an unplanned detour.

1. Traveling aimlessly
Setting out on an adventure without a definitive
destination can be exciting, but probably not
when it comes to saving for retirement. As you
begin your retirement strategy, one of the first
steps you'll need to take is identifying a goal.
While some people prefer to establish one big
lump-sum accumulation amount — for example,
$1 million or more — others find that type of
number daunting. They might focus on how
much their savings will need to generate each
month during retirement — say, the equivalent of
$5,000 in today's dollars, for example. ("In
today's dollars" refers to the fact that inflation
will likely increase your future income needs.
These examples are for illustrative purposes
only. They are not meant as investment
advice.)

Regardless of the approach you follow, setting
a goal may help you better focus your
investment strategy. In order to set a realistic
target, you'll need to consider a number of
factors — your desired lifestyle, pre-retirement
income, health, Social Security benefits, any
traditional pension benefits you or your spouse
may be entitled to, and others. Examining your
personal situation both now and in the future
can help you determine how much you may
need to accumulate.

2. Investing too conservatively...
Another key to determining how much you may
need to save on a regular basis is targeting an
appropriate rate of return, or how much your
contribution dollars may earn on an ongoing
basis. Afraid of losing money, some retirement
investors choose only the most conservative
investments, hoping to preserve their
hard-earned assets. However, investing too
conservatively can be risky, too. If your
investment dollars do not earn enough, you
may end up with a far different retirement
lifestyle than you had originally planned.

3. ...Or too aggressively
On the other hand, retirement investors striving
for the highest possible returns might select
investments that are too risky for their overall
situations. Although you might consider
investing at least some of your retirement
portfolio in more aggressive investments to
potentially outpace inflation, the amount you
invest in such higher-risk vehicles should be

based on a number of factors. Appropriate
investments for your retirement savings mix are
those that take into consideration your total
savings goal, your time horizon (or how much
time you have until retirement), and your ability
to withstand changes in your account's value.
Would you be able to sleep at night if your
portfolio lost 10%, 15%, even 20% of its overall
value over a short time period? These are the
types of scenarios you must consider when
choosing an investment mix.

4. Giving in to temptation
On the road to retirement, you will likely face
many financial challenges as well — the
unplanned need for a new car, an unexpected
home repair, an unforeseen medical expense
are just some examples.

During these trying times, your retirement
savings may loom as a potential source of
emergency funding. But think twice before
tapping your retirement savings assets,
particularly if your money is in an
employer-sponsored retirement plan or an IRA.
Consider that:

• Any dollars you remove from your portfolio
will no longer be working for your future

• You may have to pay regular income taxes
on distribution amounts that represent
tax-deferred investment dollars and earnings

• If you're under age 59½, you may have to pay
an additional penalty tax of 10% to 25%
(depending on the type of plan and other
factors; some exceptions apply)

For these reasons, it's best to carefully consider
all of your options before using money
earmarked for retirement.

5. Prioritizing college saving over
retirement
Many well-meaning parents may feel that
saving for their children's college education
should be a higher priority than saving for their
own retirement. "We can continue working, if
needed," or "our home will fund our retirement,"
they may think. However, these can be very
risky trains of thought. While no parent wants
his or her children to take on a heavy debt
burden to pay for education, loans are a
common and realistic college-funding option —
not so for retirement. If saving for both college
and retirement seems impossible, consider
speaking with a financial professional who can
help you explore the variety of tools and
options.

No investment strategy can
guarantee success. All
investing involves risk,
including the possible loss
of your contribution dollars.

There is no assurance that
working with a financial
professional will result in
investment success.
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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 filing separately).

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.

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

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.

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 the
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
generally can choose
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.

Page 3 of 4, see disclaimer on final page



Bakalar Kopff Group
Jon Bakalar
Kevin Kopff
9401 Indian Creek Parkway
Suite 1050
Overland Park, KS 66210
913-491-2601
jbakalar@smithmoore.com
www.smithmoore.com

Prepared by Broadridge Investor Communication Solutions, Inc. Copyright 2018

IMPORTANT DISCLOSURES

Smith, Moore & Co. and its employees are
not in the business of providing tax or legal
advice. You should consult with your tax
and/or legal advisor concerning your
particular 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.

Past performance does not guarantee future
results.

Payment obligations of the issuing insurance
company are backed only by the financial
strength of the issuing insurance company.

Investment & Insurance Products: NOT FDIC
Insured, NO Bank Guarantee, MAY Lose
Value

Should I enroll in a health savings account?
A health savings account
(HSA) is a tax-advantaged
account that you can establish
and contribute to if you are
enrolled in a high-deductible

health plan (HDHP). Because you shoulder a
greater portion of your health-care costs, you'll
usually pay a much lower premium for an
HDHP than you would pay for traditional health
insurance. This allows you to contribute the
premium dollars you're saving to your HSA.
Then, when you need medical care, you can
withdraw HSA funds to cover your expenses, or
opt to pay your costs out-of-pocket if you want
to save your account funds. An HSA can be a
powerful savings tool, especially if your health
expenses are relatively low, since you may be
able to build up a significant balance in your
HSA over time. Before you enroll in an HSA,
ask yourself the following questions:

What will your annual out-of-pocket costs be
under the HDHP you're considering? Estimate
these based on your current health expenses.
The lower your costs, the easier it may be to
accumulate HSA funds.

How much can you afford to contribute to your
HSA every year? Contributing as much as you

can on a regular basis is key to building a
cushion against future expenses. For 2018, you
can contribute up to $3,450 for individual
coverage and $6,900 for family coverage.

Will your employer contribute to your HSA?
Employer contributions can help offset the
increased financial risk that you're assuming by
enrolling in an HDHP rather than traditional
employer-sponsored health insurance.

Are you willing to take on more responsibility for
your own health care? For example, to achieve
the maximum cost savings, you may need to
research costs and negotiate fees with health
providers when paying out-of-pocket.

How does the coverage provided by the HDHP
compare with your current health plan? Don't
sacrifice coverage to save money. Read all
plan materials to make sure you understand
benefits, exclusions, and all costs.

What tax savings might you expect? HSA funds
can be withdrawn free of federal income tax
and penalties provided the money is spent on
qualified health-care expenses. Depending on
the state, HSA contributions and earnings may
or may not be subject to state taxes. Consult
your tax adviser for more information.

Should I cut the cord on cable?
In the last few years, it's
become common for
consumers to ditch cable
television in favor of streaming
services and devices. Many

affordable streaming options are available,
making it easier for consumers to give up cable
without necessarily sacrificing their favorite
shows. But there are some drawbacks to
relying exclusively on streaming services for
television viewing. Consider the following
before you decide to cut the cord.

The most obvious benefit of cutting cable is the
money you'll likely save each month. Compare
what you spend on your monthly bill to how
much of your cable subscription you actually
use. Are you regularly watching all the channels
you pay for, or do you watch only a few of
them? Are the channels you watch worth what
you pay each month? If not, it might make
sense to cancel cable and switch to an
alternative entertainment source.

You may decide to replace cable with a
streaming service or device. In addition to being
less expensive than cable, most services are
user-friendly. You won't need to flip through
hundreds of channels to find your favorite

shows, and as long as you have an Internet
connection, you can view them on the go on
your cell phone or tablet. Plus, streaming
services typically let you stop and start month
to month without termination fees.

But depending on your viewing preferences, a
streaming service might not be the right option
for you. There is often a delay in the online
release of many television shows, which can be
frustrating for dedicated viewers. And if you're a
sports fan, you might be disappointed to learn
that you won't have access to live sports
coverage through most streaming services.
Comprehensive sports packages are offered by
some services, but they can be expensive and
are not available in all regions.

Another disadvantage of switching to streaming
is that you may need to subscribe to multiple
packages or invest in special streaming devices
to access the programs you want. You might
also consider the cost of high-speed Internet —
you won't be able to stream without a relatively
fast Internet connection. Between multiple
subscriptions and reliable Internet, the cost of
streaming can add up quickly. Be sure to
compare prices and take advantage of any
free-trial offers.
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