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Strengthening your financial future

What to Do If Your Term Life Insurance Policy Is About to Expire

See disclaimer on final page

• Life is not measured by the
number of breaths we take, but
by the number of moments that
take our breath away.

• Enjoy the little things in
life...for one day you will
realize they were the big
things.

• Live in such a way that if
anyone should speak badly of
you no one would believe it.

• We do not remember days, we
remember moments.

• It's not that we plan to fail, it's
just that we fail to plan.

• The most important things in
life….aren’t.

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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ABLE Accounts After Tax Reform
Recent federal tax reform legislation has added
several favorable new tax provisions for ABLE
(Achieving a Better Life Experience) accounts.*
ABLE accounts are tax-advantaged savings
accounts for individuals with disabilities that are
typically used to cover qualified disability
expenses. Generally, an ABLE account is
disregarded for purposes of determining
eligibility for, and the amount of, any assistance
or benefit provided under certain means-tested
federal programs.

ABLE account basics
A disabled person (or the disabled individual's
parent or guardian, or an agent with a power of
attorney) can create an ABLE account under a
state's ABLE program.** Generally, only one
ABLE account is permitted per disabled person
at a time, and the person with the account must
have become disabled prior to age 26.

Distributions from an ABLE account can be
made only to the designated beneficiary. The
ABLE account and distributions for the
designated beneficiary's qualified disability
expenses are generally not subject to federal
income tax, and some states may offer tax
incentives to residents.**

Contributions
Contributions to an ABLE account are subject
to an annual and a cumulative limit. The annual
limit for total contributions by all contributors
combined is equal to the federal annual gift tax
exclusion amount ($15,000 in 2018), increased
for certain contributions from compensation of
individuals with disabilities in 2018 to 2025. The
cumulative limit is equal to the state's maximum
aggregate limit for all Section 529 qualified
tuition program accounts for the beneficiary. A
contribution cannot be made to the extent that it
would cause the account balance to exceed
that limit.

For 2018 to 2025, the annual limit for
contributions to an ABLE account can be
increased above the annual gift tax exclusion
amount if the designated beneficiary makes
certain contributions from compensation to the
ABLE account. The increased contribution limit
for contributions by the designated beneficiary
cannot exceed the lesser of (a) the
compensation includable in the designated
beneficiary's gross income for the year, or (b)
the poverty line for a one-person household (as
determined for the previous year). For 2018,
the poverty line limit is generally $12,140. For
this purpose, the designated beneficiary must
be an employee for whom no contribution is

made for the year to a defined contribution
plan, a 403(b) annuity contract, or certain
eligible deferred compensation plans of a
government unit or tax-exempt organization.

Rollover to ABLE account
From December 23, 2017 to December 31,
2025, certain distributions from a 529 plan can
be rolled over to an ABLE account in a
nontaxable event. The ABLE account
beneficiary must be the designated beneficiary
of the 529 plan, or a member of the family of
the designated beneficiary of the 529 plan. The
rollover is limited to the amount that, when
added to all other contributions made to the
ABLE account for the taxable year, would not
exceed the annual gift tax exclusion limit for
contributions to the ABLE account.

Previously, the only rollover permitted to an
ABLE account was a rollover from an ABLE
account of the same beneficiary or an eligible
brother or sister. Only one rollover is permitted
to any ABLE account of the same designated
beneficiary within a 12-month period. Direct
program-to-program transfers may be allowed
to change the designated beneficiary or the
state program.

Saver's credit
For many years, the saver's tax credit has been
available to certain individuals making eligible
contributions to IRAs or employer-sponsored
retirement plans. For 2018 to 2025, the saver's
credit may also be available to ABLE account
beneficiaries who contribute to their own
accounts. The amount of the credit is a
percentage of the individual's aggregate
contributions for the year, up to $2,000. The
credit percentage depends on the individual's
tax filing status and adjusted gross income. The
credit is not available if the individual has not
attained age 18 for the year, is a dependent of
another taxpayer, or is a full-time student.

*Participating in an ABLE account may involve
investment risk, including the possible loss of
principal, and there can be no assurance that
any investment strategy will be successful.
Carefully consider a portfolio's risk, investment
objectives, charges, and expenses before
investing. Read the program's official disclosure
statement and applicable prospectuses — which
contain this and other information about the
investment options, underlying investments,
and investment company.

Recent tax reform legislation
may have increased the tax
benefits of an ABLE account
for some by allowing (1) the
designated beneficiary to
make additional annual
contributions from
compensation, (2) certain
rollovers to an ABLE
account from a 529 plan,
and (3) the saver's credit for
contributions to an ABLE
account by the designated
beneficiary. These changes
are generally effective for
2018 to 2025.

**Before investing in an
ABLE plan, consider
whether your state offers an
ABLE plan that provides
residents with favorable
state tax benefits. ABLE
accounts may be protected
from creditors, if you invest
in your own state's program,
depending on the state.
Consult a tax professional
for more information.
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At Cannon Financial Institute, Inc., the program
materials and instructor presentations are
intended to provide program participants with
ideas and guidance in the areas of planning,
administration, and management. They are
intended to stimulate thought and discussion.
The materials and the instructor comments do
not constitute, and should not be treated as, legal
or other professional advice regarding the use of
any particular planning technique, audit or
compliance measure, policy, procedure or other
such application of the information provided, or
the tax consequences associated there with.
Although every effort has been made to ensure
the accuracy of the materials and the comments
at the program, Cannon Financial Institute, Inc.,
and each instructor, individually, do not assume
responsibility for any participant’s reliance on the
written or oral information disseminated during
the program. Each program participant should
independently verify all statements made in the
materials and comments made at the program
before applying them to a particular fact situation.
Each participant should independently determine
the tax, nontax, legal and fiduciary liability
consequences of using any particular information
before recommending that technique to their
institution, its management, its board of directors,
a client or implementing it on a client’s behalf.
The materials and the instructor comments
should not be utilized as a substitute for
professional service in specific situations. If legal,
accounting or other expert assistance is required,
the services of such a professional should be
sought.

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.

What are the new rules for 401(k) hardship
withdrawals?
The Bipartisan Budget Act
passed in early 2018 relaxed
some of the rules governing
hardship withdrawals from

401(k)s and similar plans. Not all plans offer
hardship withdrawals, but the ones that do will
be required to comply for plan years beginning
in 2019.

In order to take a hardship withdrawal from a
401(k) or similar plan, a plan participant must
demonstrate an "immediate and heavy financial
need," as defined by the IRS. (For details, visit
the IRS website and search for Retirement
Topics - Hardship Distributions.) The amount of
the withdrawal cannot exceed the amount
necessary to satisfy the need, including any
taxes due.1

Current (pre-2019) rules
To determine if a hardship withdrawal is
qualified, an employer may rely on an
employee's written statement that the need
cannot be met using other financial resources
(e.g., insurance, liquidation of other assets,
commercial loans). In many cases, an
employee may also be required to take a plan
loan first.

Withdrawal proceeds can generally come only
from the participant's own elective deferrals, as
well as nonelective (i.e., profit-sharing)
contributions, regular matching contributions,
and possibly certain pre-1989 amounts.

Finally, individuals who take a hardship
withdrawal are prohibited from making
contributions to the plan — and therefore
receiving any related matching contributions —
for six months.

New rules
For plan years beginning after December 31,
2018, the following changes will take effect:

1. Participants will no longer be required to
exhaust plan loan options first.

2. Withdrawal amounts can also come from
earnings on participant deferrals, as well as
qualified nonelective and matching
contributions and earnings.

3. Participants will no longer be barred from
contributing to the plan for six months.
1 Hardship withdrawals are subject to regular income
tax and a possible 10% early-distribution penalty tax.
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