
S E P T E M B E R  2 0 1 9

Nobody likes tax hikes. 

It’s even more galling when they decide to charge you more for something you need 
every day.   

So I imagine folks in Illinois are pretty upset right now.

The state recently doubled the taxes on gasoline.

One day people were paying an extra 19 cents a gallon. The next day it jumped to 
an extra 38 cents.

Depending on how often you need to fill up, that can really add up!

It might be OK if that money were going to a good cause. And politicians tried to 
make it sound like it was. The money is earmarked for something called the “Rebuild 
Illinois” program.

But critics who have looked into “Rebuild Illinois” see something else. They believe 
the money is being allocated to some vague, questionable projects. 

In their opinion, “Rebuild Illinois” is more like a slush fund that politicians can raid 
at will.1

Now, I’m in no position to comment or complain about Illinois politics. I do, however, 
have an opinion on slush funds. 

Wouldn’t it be nice to have a “secret” pool of money like that at your disposal? 

Today, I’m going to tell you about the next-best thing — telling you about a sort of 
“slush fund” you can create for yourself. 

Opening one of these “slush funds” can reduce your tax bill. And the money you 
put into it earns interest and income completely tax-free.

The only real catch is that you can’t use the money for anything you want… at least 
at first. 
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Instead, it’s initially reserved for medical bills — everything 
from regular doctor’s visits to long-term medical care. So it’s 
the perfect solution for healthy people who fear medical 
bills they could see in old age.

And all you have to do to become eligible for this “slush 
fund” is choose the right insurance plan…

The Hunt for Low-Cost Insurance
If you’re an American citizen, you’ve likely found yourself 
shopping for insurance at some point in your life.

Want to drive? Most states require you to have car insurance. 

Rent a home or apartment? The landlord likely wants you 
to have renters insurance. 

Thinking of buying a home? Your mortgage lender will 
want you to get homeowners insurance.

And let’s not forget that Obamacare requires you to buy 
health insurance.

You probably didn’t just go with the first insurer listed in 
the phonebook or at the top of your web search, either. 

Instead, you did some research and made some calls, 
comparing policies.

One of your top concerns was the premium — the money 
you pay for the policy, whether you ever use it or not.

Next you considered the deductible — how much money 
you’d have to pay out of your own pocket each year before 
insurance kicked in. 

The higher a policy’s deductible is, the less expensive the 
policy’s premium will be — and vice versa.

It just makes sense — with a low deductible, an insur-
ance company will be responsible for a bigger share of 
any claims. So it wants more money from you to take on 
that added risk.

However, if you accept a higher deductible, it means you’re 
willing to take on a larger share of the costs yourself. 
The insurance company will thank you by charging you 
a lower premium.

While premiums and deductibles are important to 
consider for most forms of insurance, there are some 
additional things to keep in mind when looking for a 
health insurance policy.

One of the easiest benefits to overlook is whether or not 
the health insurance policy allows you to create a personal 
tax-free “slush fund.”

It all depends on whether you buy a low-deductible 
health plan or a high-deductible health plan.

“High” Is Not in the Eye of the Beholder
You might think that the distinction between a low-deductible 
plan and a high-deductible plan is a personal one.

If you’re a successful businessman, you might not have a 
problem spending $1,000 or more on your medical bills. 

On the other hand, if you’re living on a fixed income, having 
to meet a $500 deductible may seem like a struggle.

But Congress actually established a definition for high- 
deductible health plans in the early 2000s. The legislation 
was designed to encourage consumers to shop around for 
health care. 

The threshold for a health insurance plan to be considered 
high-deductible increases every year.

In 2019, a deductible is high if it’s at least $1,350 for an 
individual or $2,700 for a family. 

In other words, if your family has a medical emergency 
this year, you’ll have to pay $2,700 of the bills yourself 
before your insurance policy will kick in. 

Next year the figures will bump up to $1,400 for an indi-
vidual and $2,800 for a family.

Even then, you may still have to pay a portion of every 
new bill you receive. 

On the other hand, you’ll also pay a lower premium. 

The trade-off is pretty clear. 
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Plans with low deductibles make it easier to predict your 
health care costs, especially if you or your family expect 
frequent doctor visits. 

For instance, if you’re suffering from a chronic condition… 
trying to have children… already have children… require 
long-term access to prescription drugs... etc.

But if you can afford to pay more for your health care 
and are extremely healthy, then a high-deductible policy 
might be right for you. 

Buying a high-deductible health insurance policy can also 
make you eligible to open a health savings account (HSA).

This is the tax-free “slush fund” I’ve been telling you 
about. 

Do You Qualify for an HSA?
An HSA is designed to hold money you can use to pay for 
medical expenses. 

Not everyone can open an HSA, though. For instance,  
if you’re on Medicare… or if someone else can claim you 
as a dependent for tax purposes.

But the biggest disqualifier is the type of insurance you 
have. You must have an active qualifying high-deductible 
plan and no other health coverage. 

That means your plan may not provide any benefits at all 
— except for preventative care — until the deductible for 
that year is met. 

So it can cover routine tests and examinations. But if your 
plan pays for portions of things like prescription drugs, 
specialist visits or X-rays before you’ve met your deductible, 
you are probably not eligible for an HSA.

Assuming you do qualify, however, an HSA can be set up 
through your employer, your bank or another financial 
institution.

Then it’s just a matter of depositing money into the account. 

The money usually comes from you, but your employer 
may also contribute to your HSA

It’s tax-advantaged, meaning the money you contribute to 
the HSA doesn’t count against your taxable income. 

You can tell your employer to direct part of your paycheck 
to your HSA before taxes are taken out of your salary. 
Or you can deposit the money yourself and deduct the 
contribution when tax time rolls around. 

Either way, you’ll reduce the taxable amount of your 
income each year.

But there are limits to how much you can contribute.

For 2019, the HSA contribution limit is $3,500 for a single 
person and $7,000 for a family. For 2020, the contribution 
limit will be $3,550 for an individual and $7,100 for a family.

If you are 55 or older, you can make a $1,000 “catch-up” 
contribution per year to your HSA contribution limit.

Importantly, there are no income restrictions on an HSA. 
You can open one no matter how much money you make, 
unlike Roth IRAs. 

You don’t even need earned income to contribute to a 
health savings account — unlike an IRA (traditional 
or Roth), which requires you to have earned income to 
make a contribution. 

The money you contribute to the HSA earns interest and 
can eventually be invested in stocks or mutual funds. 

And as long as you use the funds for qualified medical 
expenses, you will never have to pay income tax on them. 
Not when you put the money in, and not when you take 
it out.

Just keep in mind that the IRS determines what qualifies 
as a legitimate health expense. You can see the full list in 
its Publication 502, Medical and Dental Expenses. 

Importantly, the IRS doesn’t let you use HSA money to 
pay insurance premiums — unless you’ve lost your job. 
Otherwise, premiums must be paid with other money. 

But the best way to show you how special HSAs are is to 
compare them with similar types of medical savings plans…

Why HSAs Have the Edge
HSAs have a lot in common with two health savings vehicles 
you may have heard of — flexible spending accounts 
(FSAs) and health reimbursement accounts (HRAs). 

But in a toe-to-toe matchup, HSAs come out ahead.

Let’s consider FSAs first. 

Also known as a flexible spending arrangement, FSAs are 
created and offered by employers. They let you contribute 
a pretax portion of your paycheck to a side account that 
you can use to pay for certain out-of-pocket health care 
costs.

Your employer can make contributions to your FSA but 
isn’t required to.

One of their first major differences from HSAs is how much 
you can contribute. FSAs are limited to contributions of 

https://www.irs.gov/pub/irs-pdf/p502.pdf


B E A U  H E N D E R S O N ’ S  S T R A T E G I C  R E T I R E M E N T

4

$2,700 per year per employer for an individual account and 
$5,000 per year per employer for a family account.

But notice the words “per employer.” If you work for 
different employers, you can have more than one FSA — 
each with the same limits. 

In other words, let’s say you have a full-time job with one 
company and a part-time job with another. If both companies 
offer FSAs, you can open one at each. And you can put 
up to $2,700 in both — for a total of $5,400. 

You can also have multiple HSAs, but your total contribu-
tions to them can’t exceed the IRS limit. Using the example 
above, you can still have two HSAs, but you have to split 
the maximum contribution of $3,500 between them.

Funds in both HSAs and FSAs must be used toward quali-
fied health care expenses. That includes medical and dental 
expenses for you, your spouse if you’re married and your 
dependents.

They can be used to pay for deductibles and copayments 
but not for insurance premiums. And you can use the 
money for prescription medications as well as over-the-
counter medicines with a doctor’s prescription. 

Reimbursements for insulin are allowed without a pre-
scription as well as the costs of medical equipment like 
crutches, supplies like bandages and diagnostic devices 
like blood sugar test kits.

The biggest difference between HSAs and FSAs is that the 
money you contribute to an HSA persists year over year. 

The funds in an FSA, however, disappear at the end of a 
plan year.  

Some, but not all, employers may offer a “grace period” 
of up to 2½ extra months to use the money in your FSA. 
Or they can allow you to carry over up to $500 per year 
to use in the following year. 

But your employer can’t offer both options, and they’re 
not required to offer either.

The point is you could lose all — or at least a very large 
percent — of any money left over in your FSA at the end 
of the period. 

In addition, you own your HSA, and it carries over with 
you should you change employers.

An FSA, on the other hand, is owned by your employer. 
So it will be lost if you change jobs. The only exception is 
if you are eligible for continuation through the Consolidated 
Omnibus Budget Reconciliation Act (COBRA).

In short, with an FSA, you have to worry about losing 
your money every year. You also can’t take your account 
with you if you switch jobs.

Both reasons make HSAs a better choice than FSAs for 
most people.

HSAs are also generally better than HRAs.

HRAs Are out of Your Hands
HRAs, also referred to as a health reimbursement accounts, 
are odd beasts.

They are created and funded by employers as a health 
benefit. They set aside a certain amount of money for 
each employee every month.

The money is used to reimburse employees for out-of-pocket 
medical expenses and personal health insurance premiums.

The word “reimburse” is important. In general, employ-
ees must pay out of pocket for the health care services 
they want and then the employer gives them money to 
make up for the costs. 

On the bright side, the money it pays out is generally 
tax-free.

Each HRA is as different as the business offering it to 
their employees 

The employer can set a limit to monthly expenses. Once 
that limit has been reached, the business won’t make any 
further payments until the next month.

In addition, individual employers determine what is and 
what isn’t considered a covered medical expense under 
the terms of their HRA. So it may not cover certain things 
— even if the treatment or service is approved by the IRS.

Some HRAs are prefunded, meaning employers physically 
set aside money for each employee. Under this system, 
employees can be issued a debit card to pay for medical 
expenses, rather than submit a claim and wait for physical 
reimbursement.

Other companies pay out HRA reimbursements on a case-
by-case basis

HRAs can allow some rollover — meaning the money 
they sets aside persists from month to month or from 
year to year. 

The alternative is a “use it or lose it” situation where 
employers get to keep whatever money hasn’t been used 
at the end of the period.
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The maximum an employer can contribute to an HRA 
also varies depending on the plan. For some HRAs, the 
limit is $5,150 for a single employee and $10,450 for an 
employee with a family.

For others, there aren’t any caps at all.

Considering how little control you have over an HRA, an 
HSA is a far superior way to go.

And I haven’t even gotten to the best parts about an HSA!

Not Just a Medical Savings Account
Your HSA usually starts as a cash account that earns a puny 
amount of interest like a regular old savings account. 

But as I mentioned earlier, you can eventually change 
your HSA into an investment account. In other words, 
you can use the money in the HSA to buy stocks, bonds 
and similar instruments. 

Any growth in the account is tax-free. And as long as you 
use the money for qualified health expenses, the money 
you spend from the account is tax-free, too!

Just be sure to follow the rules. If you withdraw money 
for nonmedical expenses, that cash is subject to a 20% 
early-withdrawal penalty and must be declared as income 
for that year.

The only exception is when you turn 65, at which point your 
HSA functions pretty much like an IRA. (I’ll be covering 
this in a future alert.) 

Otherwise, an HSA offers a very special form of triple- 
compounding:

•  The money you put into your HSA is not taxed 

•  The money in your HSA grows tax-free 

•  The money you take out of your HSA to pay for 
medical expenses is not taxed.

Also keep in mind that you can only open an HSA if you 
have a qualified high-deductible health plan. So you’ll 
pay less in monthly premiums than you would with a 
traditional health plan. Obviously, the downside is that 
you’ll need to pay more out of your own pocket before 
your insurance kicks in. 

But if you and your family are healthy and seldom go to 
the doctor, you can use the money you’re saving on pre-
miums to build your HSA account.

There’s no obligation to spend that money, either. You can 
keep adding to the pot until you turn 65. And while you 

can’t add any more money after that, it can continue to 
earn interest and investment gains. 

In other words, if you start saving money in an HSA now, 
you can have a large pool of money waiting for you in 
retirement — ready to meet medical needs.

In fact, you can use the funds toward long-term medical 
care — something Medicare doesn’t cover. 

It really is a “health care slush fund” for tax-free money 
to supplement your Medicare coverage. 

Of course, if you do need to tap into your HSA to pay for 
unexpected — but qualified — medical costs, you can do 
so tax- and penalty-free. 

You will just have less principal working for you. 

So the best thing you can do is start your HSA as soon as 
possible. 

Think Long Term for a Better Way
Typical of any retirement account, it’s best to start this 
strategy when you are relatively young. It provides plenty 
of time for compounding to perform its magic.

Significant amounts of money can go into an HSA each 
year, and over time a substantial amount can accumulate 
for health care bills in retirement. 

The first thing you need to do is make sure a high-de-
ductible health plan makes sense for your situation.

It might be right for you if:

•  You’re healthy and rarely get sick or injured

•  You can afford to pay your deductible upfront or 
within 30 days of receiving a bill for medical services

•  You are interested in an HSA and have the means to 
make significant contributions to it each month

•  You are at least 10–15 years away from retirement.

Next you have to make sure your employer offers an 
HSA-eligible high-deductive health plan. Find out when 
your company’s open enrollment is and then prepare to 
make the switch.

You can also choose to buy a high-deductible plan on your 
own through the health insurance marketplace. The 2020 
open enrollment starts Nov. 1, 2019. 

Dec. 15, 2019, is the last day to enroll in or change plans. 
Coverage starts Jan. 1, 2020.
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That gives you a couple of months to run your own numbers 
or consult with your retirement planning professional. See if 
this option makes good financial sense for you and your 
family.

In the end, funding a health care “slush fund” might not 
be a viable option for everyone. 

However, there are very few options available that provide 
the tax advantages and growth potential you’ll find with 
an HSA.

So I want to hear from you. Are you currently enrolled in 

an HSA-eligible high-deductible health plan? If you are, 

are you leveraging the full potential of your HSA? 

Will you be taking a look at the possibility of switching 

health insurance plans during open enrollment based on 

the information you read here? 

Send me an email at AskBeau@StPaulResearch.com and 

let me know!

Note from Beau: With interest rates falling, your HSA won’t 
grow very fast on its own. But it’s a very different story if your 
HSA lets you invest in the stock market. Buying the right stocks 
can turbocharge your “slush fund” — providing quick income 
and growth. I’ve asked Zach Scheidt of Lifetime Income Report 
and Lifetime Income Report Pro to tell you more… 

In July the Federal Reserve bowed to public pressure and 
cut interest rates. 

The decision affects just about every banking instrument 
you can name: mortgages, credit cards, savings accounts, 
money market funds and more.

And there’s a good chance that the Fed will do it again at 
its next meeting, too.

The moves may save the United States from sliding into 
recession. Or they might make a recession even worse.

It’s honestly hard to tell because we’re in uncharted 
territory. The Fed usually cut rates to reverse economic 
weakness — not prevent it before it shows up.

But there is zero doubt that the rate cuts will make it 
harder for you to save for retirement. These accounts 
were barely paying any interest to begin with. Now they’ll 
make even less. 

So hopefully your HSA allows you to invest your contri-
butions. If so, I strongly suggest taking advantage of it. 
You literally can’t afford to let your HSA cash sit idle.

Luckily, there’s no shortage of things to invest in — mu-
tual funds, index funds, exchange-traded funds (ETFs), 
even individual stocks.

I recommend starting with stocks that offer both over-
sized growth potential and great dividend payouts. 

They’re the best way to build your nest egg as quickly 
and safely as possible.

Of course, if stocks like this were easy to find, no one 
would ever have to worry about their retirement again. 

So my team and I developed a set of cutting-edge analytics 
and stock filters to zero on these high-growth, high-yield 
opportunities.

I call them “Retirement Kings”… and today I’d like to tell 
you about one that recently popped up on my radar.

As you’ll see, it offers some revenge from falling interest 
rates while also helping you with your medical bills.

Two Hot Sectors, One Great Stock
Right now, real estate and health care are two of Wall 
Street’s hottest sectors.

Real estate is hot because of falling interest rates. When 
rates are low, it’s easier for people and businesses to get 
mortgages. 

Since they’ll pay less interest, they can afford more expen-
sive property. All the buying activity increases the market’s 
value. And companies in the real estate business rake in tons 
of cash.

As for health care, people need doctors and medicine no 
matter what is happening with our economy. This becomes 
even more true as America’s population gets older and has 
more medical needs.

And both the real estate and health care trends will benefit 
CareTrust REIT (CTRE). 

The Fastest Way to Grow Your HSA 
Fight Lower Savings Rates and Higher Medical Costs With This “Retirement King”
By Zach Scheidt

mailto:AskBeau@StPaulResearch.com
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Headquartered in San Clemente, Calif., CareTrust is a 
real estate investment trust (REIT) that owns and leases 
healthcare properties.

I talked about REITs in Beau’s May/June issue. These 
companies allow everyday investors to participate in real 
estate ventures. 

Most trade on the public stock exchanges, meaning you 
can buy and sell them from a broker just like any other 
stock. And REITs don’t pay incomes taxes as long as they 
send at least 90% of their profits back to shareholders 
every quarter.

If you buy CareTrust’s stock shares, you’ll get a portion of 
the rent from over 200 facilities and campuses across the 
country. Most of its properties are focused on senior care, 
including things like independent living, assisted living, 
memory care and skilled nursing facilities.

One reason the company has such a bright future is simple 
demographics.

As I mentioned, Americans are simply getting older. All 
baby boomers will be older than 65 by 2030. And according 
to the U.S. Census Bureau, older people are projected to out-
number children for the first time in U.S. history by 2035.

So CareTrust can expect its facilities to be in high demand 
for decades to come — building on its already impressive 
growth.

The company most recently reported a 35% quarter- 
over-quarter increase in funds from operations. In other 
words, in the last three months it has collected 35% more 
rent than it did in the previous three months.

Its funds available for distribution — that is, the profits 
it sends to investors — came in 34% higher than last 
quarter.

In short, CareTrust is bringing in more cash and sending 
more of it back out to its investors. 

That cash comes in the form of dividends, checks that are 
deposited right into your brokerage account. CareTrust’s 
dividend is nearly 10% higher than it was last year.

At its current share price, CareTrust currently sports 
a dividend yield of 3.8%. In other words, if you buy 
CareTrust’s shares today, it will pay you back 3.8% the 
money you invest every year.

As if that weren’t enough, the company’s shares have taken 
off at a pace that leaves average investors in the dust…

Outpacing Other Stocks
You probably know that the stock market has been shaky 
over the past few months. And while CareTrust hasn’t been 
immune, it’s still outperforming the S&P 500 this year.

In early August, shares were up nearly 22%… while 
the S&P 500 is up 17% in the same time. And up until 
recently, CareTrust was outperforming the S&P 500 by a 
wide margin.

More importantly, the stock was barely affected by the huge 
market downturn at the end of July. Yes, its share price has 
trended slightly downward — but it didn’t show anything 
close to the dip that the S&P 500 saw during that time.

And really, the only reason for the drop was because Care-
Trust’s most recent earnings merely met expectations. 

That’s right… it delivered on its promises, but investors 
wanted it to do better.

Anyone who sold the company will soon regret it, however, 
because CareTrust has been busy acquiring properties 
that will boost its bottom line.

Back in April, the company spent $211 million for 12 new 
properties that are expected to bring in $19 million a year.

It also paid $10 million for Lakewest Rehabilitation & 
Skilled Care, a 118-bed skilled nursing facility in Dallas, 
Texas.

The property was leased to a company called Next Gen 
Properties LLC. It will pay CareTrust $900,000 a year 
to rent the facility for the next 15 years — guaranteeing 
CareTrust a $13.5 million return on its initial investment. 
And it will earn even more if Next Gen continues its lease 
when the term is up.

Deals like those convince me that this company’s sideways 
run won’t last long…

36%

24%

12%

0%

Source: YCharts

CareTrust Is Ahead of the Stock Market
CTRE Stock vs. S&P 500 (% Change)

Jan ‘19 Apr ’19 Jul ‘19

CTRE
S&P 500
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1.  Illinois Gas Tax Hike Comes Packed With Pork,” Austin Berg, July 12, 2016, Illinois Policy

Source:

So don’t miss this opportunity to buy into a growing 
company for a great price. Your shares should grow in 
value while its dividend payouts eclipse anything your 
bank could offer.

It could be the perfect pick for your HSA — or any other 
tax-advantaged retirement account you own.

I think CareTrust REIT (CTRE) looks like a good buy up 

to $27 a share.

Ed. note: CareTrust is an idea for you to explore and not an 
actual recommendation. But if you would like more ideas 
for turbocharging your retirement accounts’ growth, check 
out Zach’s Lifetime Income Report Pro. It offers everything 
from stock analysis to ways to earn money without Wall 
Street. Find more information by visiting: stpaulresearch.
info/retire now.

I love hearing from my readers… and I especially love 
when I can answer their questions! 

This month, we have just enough space to cover something 
that’s probably on your mind too:

I’m turning 62 in a few months and plan to work until 
my full retirement age of 66 and four months. Will Social 
Security calculate my earnings through 66 and four 
months to get all of my earnings information?  

Someone told me that no matter how much money you 
make after 62, it’s not included in the calculations for 
your monthly Social Security earnings. 

I really hope she’s wrong because my earnings will be 
much higher between now and 66 than they have been 
in the past. Honestly, that’s one of the reasons I want to 
keep working until I turn 66. 

This person sounded very sure of herself. I REALLY 
hope she’s got it all wrong…  

Thanks for taking the time to explain this! — Steve

Hi, Steve! This is a great question. And I know that there 
is a lot of confusing information out there.

So let’s clear this up for you and our other readers!

Generally speaking, Social Security could be one of your 
largest guaranteed-income assets when you retire. As you 
know, when you decide to start collecting makes a huge 
difference to the benefits you receive. The longer you 
wait, the more you’ll collect.

The other thing that decides how much you get from 
Social Security is your past earnings.

Social Security is designed to replace approximately 40% of 

the average monthly income you were making before you 
retired. It calculates that figure using your 35 highest-earning 
years and adjusts them to reflect historical wage trends.

The good news is that there is absolutely no truth to the 
information you heard. Earnings after age 62 are most defi-
nitely used to calculate your Social Security benefit rate. 

In fact, your earnings can be used to calculate your Social 
Security retirement benefit rate regardless of your age. 

So you could still work after you reach 70, 75 and beyond, 
and if you make enough money during those years to 
boost your average monthly income, it will be reflected 
in your benefit.

And that’s not all. Even if you’ve already claimed your 
benefits, Social Security annually recalculates this average, 
factoring in any new income from your work. 

If your current earnings fall into your top 35 earning 
years, your monthly average will rise and so could your 
benefit amount.

I hope that gives you a definitive answer to your question!

Keep the Questions Coming!
That’s all for this month. If you have questions about Social 
Security or how to maximize your claiming strategy, I’d love 
to hear from you.

Send your question to AskBeau@StPaulResearch.com and 
it may be featured in one of our upcoming newsletters!

Here’s to living rich, 

Beau Henderson  
Editor, Beau Henderson’s Strategic Retirement

Ask Beau: How Does Social Security Calculate My 
Benefit Payment?
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