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When it comes to entering retirement, a failure to plan can 
have devastating consequences.  And a surprising number 
of people are unprepared. More than half of workers older 
than 55 have not developed a plan for paying themselves in 
retirement, according to a recent study, and almost two-
thirds have not identified which investments they’ll tap 
first. Many wait until they have set their retirement date to 
put together any kind of plan at all.

Planning late is better than never planning, but your 
chances of a secure retirement will improve if you start 
making decisions and checking items off your to-do list 
several years before you call it quits. Take a look at several 
big issues you will face as you transition into retirement.

Understand Your Cash Flow 
Start by identifying your base cash flow needs.  These are 
items like food, water, shelter, and health expenses.   They 
might also include “lumpy” necessities like replacing an 
old car, or fixing your roof.  You will have to pay these no 
matter what, and you will want to make sure you have 
the necessary income sources to meet these needs.  Next, 
identify your “lifestyle” cash flow needs.  These include 
entertainment and vacations.  These are things that make 
your life more enjoyable, but could be reduced at some 
point, if it was necessary for your Wealth Plan’s success.

Ideally, guaranteed income—Social Security or things 
like a pension—will cover the basics.  Predictable income 
from dividends and interest help too.  A shortfall can be 
protected with The HCM Income Safety Net System™.  

Review Your Portfolio
For years, you’ve concentrated on accumulating savings. 
Now your goal is to build a portfolio that supports the 
largest and longest sustainable withdrawal period.  You’ll 

still need equities in your portfolio to generate the 
growth necessary to beat inflation. It’s important to add 
diversifying assets, like bonds, to help reduce volatility.  
Working through The HCM Investment Policy Builder™ 
with your HCM Advisor can help you prepare for the 
market’s ups and downs, and ensure that any special 
circumstances will be supported by your portfolio.  

Set Your Withdrawal Plan
A proper withdrawal plan coordinates your income needs 
with your income sources, your asset allocation, tax 
location, and Social Security strategy.  Taking money from 
the right accounts, in the right amounts, at the right time 
can increase the size of your sustainable withdrawals in 
the future.  

Understand Medicare
You can’t ignore signing up for Medicare. You are eligible 
at age 65, and you can sign up without penalty anytime 
from three months before until three months after the 
month of your 65th birthday. Medicare Part A covers 
hospitalization and is premium-free. Part B covers 
outpatient care, including doctors’ visits, and Part D 
provides prescription drug coverage.  You will have some 
responsibility for paying these premiums.  

If you don’t sign up for Part B during the seven-month 
window around turning 65, and you do not have coverage 
through your current employer, you may have to pay at 
least a 10% penalty on premiums permanently when you 
do sign up. If you work for a company with fewer than 

How do I retire?  
I’ve never done it before.
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20 employees, your group coverage generally becomes 
secondary to Medicare at age 65, so you should sign up 
for both Part A and Part B—otherwise, you may not be 
covered at all.

Optimize Social Security
You can sign up for benefits as early as age 62 (full 
retirement age is 66 for people born between 1943 and 
1954). But by claiming early, your benefits will be reduced 
by about 25% to 30% of the amount you would get at 
full retirement age. For every year you postpone taking 
benefits after full retirement age until you hit age 70, you 
get an 8% boost.  

Unless you know you have a less-than-average life 
expectancy, it usually makes sense to delay benefits to 
try to collect the largest Social Security Benefit possible.  

Social Security is an inflation-adjusted annuity that you’ve 
already paid for…in other words, it’s the best income 
stream you could buy.  On top of that, it receives favorable 
tax-treatment when compared to distributions from your 
tax-deferred accounts.  

Although it’s tempting to think about “breaking even”, it’s 
important to think about the longevity protection Social 
Security provides.  Your Wealth Advisor can use The 
HCM Social Security Maximizer™ to help you make the 
right Social Security Decision for your family.    

Are you planning to retire in 2017 or within the next 
3 – 5 years? If so, meeting with your HCM Advisor now 
could be very beneficial to your future financial success in 
retirement.

HCM Out & About

We once again adopted a class 
at Westwood School for the 
2016-2017 school year. We have 
a special group of students who 
are working on life-skills. Our 
activities have focused on how 
to make choices, making lists 
and learning how to shop and 
add up how much it all costs.

For Christmas, we played Santa 
to the class and this picture 
shows why we do this! The 
sheer joy and happiness we 
can bring to the lives of these 
children is a blessing for us.

Our connection to Cincinnati goes beyond providing Retirement and Wealth Planning services  
to those living in the community. We enjoy getting out and about supporting local charities.  

Stay up-to-date on our community involvement by visiting our Facebook page

If you would like to join us on any of our volunteer projects,  
please give us a call or email info@hengeholdcapital.com. We’d love to have you join us.
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It’s a fact. People today are living longer. Although that’s 
good news, the odds of requiring some sort of long-term 
care increase as you get older. And as the costs of home 
care, nursing homes, and assisted living  options escalate, 
you may wonder how you are ever going to be able to 
afford long-term care. We regularly receive questions 
from our clients about LTCI and wanted to share this 
information.

Who needs it?
Approximately 70 percent of Americans turning age 
65 can expect to use some form of long-term care at 
some point during their lives. (Source: The National 
Clearinghouse for Long-Term Care Information, as of 
December 2014.) And with life expectancies increasing at 
a steady rate, this figure can be expected to grow in the 
future. 

Although Medicaid does cover some of the costs of long-
term care, it has strict financial eligibility requirements 
- you would have to exhaust a large portion of your life 
savings to become eligible for it. Since HMOs, Medicare, 
and Medigap don’t pay for most long-term care expenses, 
you are going to need to find alternative ways to pay for 
long-term care. One option you have is to purchase an 
LTCI policy.

But won’t the government look out for me?
Medicare pays nothing for nursing home care unless you 
have first been in the hospital for 3 consecutive days. After 
that, it will pay only if you enter a certified nursing home 
within 30 days of your discharge from the hospital. For the 
first 20 days, Medicare pays 100 percent of your nursing 
home care costs. After that, you will pay $161 per day (2016 
costs) for your care through day 100, and Medicare will 
pick up the balance. Beyond day 100 in a nursing home, 
you are on your own - Medicare doesn’t pay anything.

Medicaid covers long-term nursing home costs but only 
for individuals who have low income and few assets. You 

will have to use up most of your retirement and savings 
before you qualify for Medicaid. And once you qualify for 
Medicaid, you will have little or no choice regarding where 
you receive care. 

How Does LTCI Work? 
Typically, an LTCI policy works like this: You pay a 
premium, and when benefits are triggered, the policy pays 
a selected dollar amount per day (for a set period of time) 
for the type of long-term care outlined in the policy.

Most policies provide that certain physical and/or mental 
impairments trigger benefits. The most common method 
for determining when benefits are payable is based on 
your inability to perform certain activities of daily living 
(ADLs). Typically, benefits are payable when you are 
unable to perform a certain number of ADLs (e.g., two or 
three).

What’s It Going to Cost?
There’s no doubt about it. LTCI is often expensive. Still, 
the cost of LTCI depends on many factors, including 
the type of policy that you purchase (e.g., size of benefit, 
length of benefit period, care options, optional riders). 
Premium cost is also based in large part on your age at the 
time you purchase the policy. The younger you are when 
you purchase a policy, the lower your premiums will be, 
however, you will likely pay it for a longer time.

Comparing LTCI policies
Before you buy LTCI, it’s important to shop around and 
compare several policies. Read the Outline of Coverage 
portion of each policy carefully, and make sure you 
understand all of the benefits, exclusions, and provisions. 
When comparing LTCI policies, you may wish to seek 
assistance from your HCM Advisor.

If you are concerned about protecting your assets and 
maintaining your financial independence in your later 
years, then LTCI planning may be something you should 
discuss with your HCM Advisor.

HCM Out & About

Understanding Long-Term 
Care Insurance (LTCI) 
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There’s still time to make a regular IRA contribution 
for 2016! You have until your tax return due date (not 
including extensions) to contribute up to $5,500 for 2016 
($6,500 if you were age 50 by December 31, 2016). For most 
taxpayers, the contribution deadline for 2016 is April 17, 
2017.

You can contribute to a traditional IRA, a Roth IRA, or 
both, as long as your total contributions don’t exceed the 
annual limit (or, if less, 100% of your earned income). You 
may also be able to contribute to an IRA for your spouse 
for 2016, even if your spouse did not have any 2016 income.

Traditional IRA
You can contribute to a traditional IRA for 2016 if you 
had taxable compensation and you were not age 70½ by 
December 31, 2016. However, if you or your spouse were 
covered by an employer-sponsored retirement plan in 
2016, then your ability to deduct your contributions may 
be limited or eliminated depending on your filing status 
and your modified adjusted gross income (MAGI). Even 
if you can’t deduct your traditional IRA contribution, you 
can always make nondeductible (after-tax) contributions 
to a traditional IRA, regardless of your income level. 
However, in most cases, if you are eligible, you will be 
better off contributing to a Roth IRA instead of making 
nondeductible contributions to a traditional IRA.

Roth IRA 
You can contribute to a Roth IRA if your MAGI is within 
certain dollar limits (even if you’re 70½ or older). For 2016:

There’s Still Time to Contribute 
to an IRA for 2016 

Back-Door Roth IRA
Even if you can’t make an annual contribution to a 
Roth IRA because of the income limits, there may be a 
workaround. If you haven’t yet reached age 70½, you can 
simply make a nondeductible contribution to a traditional 
IRA, and then immediately convert that traditional IRA 
to a Roth IRA. This is sometimes called a “back-door” 
Roth IRA. Keep in mind, however, that you will need to 
aggregate all traditional IRAs and SEP/SIMPLE IRAs you 
own — other than IRAs you’ve inherited — when you 
calculate the taxable portion of your Roth conversion. 
There are concerns that the IRS may prohibit this strategy 
in the future. Contact your HCM Advisor for more 
information.

Finally, keep in mind that if you make a contribution to a 
Roth IRA for 2016  — no matter how small — and this is 
your first Roth IRA contribution, your five-year holding 
period for identifying qualified distributions from all your 
Roth IRAs (other than inherited accounts) will start on 
January 1, 2016.
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The New Year has arrived and that means soon you 
can expect Schwab to send various year-end tax forms 
associated with your HCM accounts. Please refer to the 
items below so you’ll know what to expect and when.

Original Form 1099: The first batch of original Form 
1099s for brokerage accounts will be sent to HCM Clients 
by Schwab in late January 2017. The 
second batch will be sent by mid-
February 2017. The mailing date will 
depend on the types of securities 
within your portfolio.

Corrected Form 1099: If Schwab 
receives updated information from 
issuers of securities held after your 
original Form 1099 has been sent, they 
are required to send you a corrected tax form. Revisions 
will be clearly highlighted on the corrected form you 
receive. Corrected forms will be sent periodically, as the 
information becomes available.

Since 1099s are subject to change, we recommend that you 
wait until late March 2017 to file your 2016 income tax 
returns. 

If you would like to change the delivery of your Schwab tax 
documents this year from paper to electronic delivery, you 
can do so by following these steps:

1. Log in to your Schwab account and 
click on the Service tab. 

2. Choose “Account Settings” and 
then scroll down to the “Electronic 
Communications for This Account.” 

3. Click on the “View/Edit Alert 
Preferences” and then scroll down 
to the “Tax Forms” section. 

4. There you can check the boxes for the accounts you 
wish to enroll for electronic delivery. 

If you have questions, please contact your HCM Client 
Services Team at 513.598.5120.

Important Mailing Deadlines for 
2016 1099 Tax Forms

The timing is perfect! By January 24th, the new President and Congress 
will be in place and you will be wondering how these and other world 
events may affect your portfolio. To help answer these questions, HCM 
is bringing Jeffrey Kleintop to Cincinnati.  Jeff is a Global Investment 
Strategist and an accomplished speaker.  He has been cited in The Wall 
Street Journal as one of “Wall Street’s best and brightest.”  

Jeff will be discussing the economy, markets, trends, and their financial 
implications.  Jeff’s thoughts will be of special interest to HCM clients as he 
is one of the outside strategists that we rely on in formulating our portfolio 
policies.  It is a rare opportunity to have someone with Jeff’s experience and 
insight with us, in person, to share his thoughts.

Tuesday, January 24, 2017
Hyatt Downtown Cincinnati
151 W. 5th Street

7:30 a.m. Check-in and breakfast
8 – 9 a.m. Jeffrey Kleintop
9 a.m. Q&A

To RSVP, call 513-598-5120 or email 
diane@hengeholdcapital.com

2017 Economic Outlook
With Guest Speaker Jeffrey Kleintop, Senior Vice President,  
Chief Global Investment Strategist, Charles Schwab & Co., Inc.

We hope you can join us for this special event.
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This newsletter provides financial and tax information to clients and friends of Hengehold Capital Management LLC. This information should not be acted upon 
without first determining its application to your specific situation. For further details on any article, please contact us.

About Us…
When you decide to work with an Advisor to help plan and prepare for your financial future, it is important to work 
with professionals who are willing to take the time necessary to understand your situation and help you create solutions 
uniquely suited to meeting your goals and objectives. Your HCM Team is always available to answer your questions. At 
HCM, we provide goals-based wealth planning and investment management services using the top technology, research, 
and analytical skills of our investment professionals. As a fee-only Registered Investment Advisor, our loyalties are always 
aligned with our clients’ best interests 513-598-5120 or visit our website at hengeholdcapital.com.

Important Updates to Schwab’s 
Standing Letters of Authorizations (SLOAs)
Beginning in 2017, you will receive a notification from Schwab if you add or make changes to your Standing Letters 

of Authorizations (SLOA).  Additionally, each June if you have an active SLOA you will receive notification that you 

have granted HCM authority.  These are only notifications and do not require any action from you.  If you have any 

questions, feel free to contact Client Services at 513.598.5120.
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