2014 - Present

1979 - 2013

Trade Positions

Additional
Experience

Education

Special Interests/
Lobbying

N

Henry C Groslean
Glendale AZ 85312

Started Veteran improved Pensions to assist eligible Veterans and/or their spouses
qualify for the VA Aid in Attendance / Improved Pension benefit. Works with
Placement Agents, Home Health Agencies, Assisted Living Centers, Group Homes and
Hospitals.

President — GrosJean & Associates Inc. —independent insurance agency. Employee
benefit advisor to all size businesses; involving all phases of employee benefits, life
insurance, disability insurance, non-qualified retirement plans and longevity planning.

2006-2007 President to the Arizona Association of Insurance & Financial Advisors
Past board member, lobbyist for the Arizona Association of Health Underwriters
Past national board member of the Association of Health Insurance Advisors;

Formerly, a registered lobbyist for the National Association of Insurance and Financial
Advisors - NAIFA-Arizona.

Contributing columnist to the Business Journal since 1987. Also published articles in
the Arizona magazine, the Republic-Gazette, Arizona Capitol Times and the Arizona
Republic.

Chaired an Arizona House of Representatives Subcommittee on Health Care Quality in
1987

Managed / administered the association health plan for the Arizona Small Business
Association from1993 to 2003.

Current member of the Continuing Education Committee at the Arizona Department
of Insurance

Prescott College - Charter Class Member - Prescott Arizona 1966 — 1970 - BA Degree

Forty-seventh Arizona Legislature First Regular Session:

HB2217 Accountable Health Plans; filing rates

Had a bill sponsored that was aimed at requiring all small group health insurers or
accountable health plans to annually submit to the Director of Insurance their base

premium rates and index rates. Signed by the Governor 04/12/06

Forty-eighth Arizona Legislature First Regular Session:

HB2341 Uniform Health Questionnaire — Small Business

This bill was sponsored by Rep. Michelle Reagan. Signed by the Governor 04/16/07
Form is still in use today!
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Business Journal 05/91
“Life insurance plans provide supplemental ret. benefits”
Business Journal 07/91
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“Numbers growing for the uninsured”
Business Journal 10/99
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Business Journal 11/99
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Crushed in a

By Henry C. GrosJean

sured in Arizona,
‘Speclal for The Republic :

Commercial
nsurers step

the bill that will help the ;
AHCCCS Healthcare Group to
expand coverage. AHCCCS will
have the ability to enter rural

" Although most people know
Arizona Health Care Cost Con- ',
tainment System (AHCCCS) as

the state program that delivers  areaswhere coverage is lack-
1 ; | health care to the poor, it has an  ing, and to price itself to be
all Over S ] ] arm that offers health-insur- more self-sufficient, thus avoid-

ance plans for small businesses
of 1 to 50 employees,

Senate Bill 1116, recently
signed by Gov. Janet Napoli-
tano, contains an amendment
that is to the detriment of small

ing state (taxpayer) assistance,
But there was one amend-
- ment that compromised the
ability of small employers to
have open access to the Health-

businesses
seeking break

. .employers. " I' the possibility of lower premi-
_ The amendment was pro- ! ums. A '
On he alth rat e S moted by commercial health Starting in September, the
L care insurers, © e ' small employer covered bya
. The bill was an attempt to commercial group-health plan,

provide affordable health insur-
ance to small employers -
- and to reduce the . e
number of unin- .

~and would like to participate in
the Healthcare Group,
S Wil have to drop cov-

BB\ erage for 180 days,

This is because
commercial insur-

ers worried the
‘plan offered
through the
' Healthcare Group
[ ‘ould be a compet-
' itor for small group
i usiness. ;

« 1didn’t major in
‘economics, but I've
always been under
the impression that
competition, at least jn
the insurance industry,
tends to foster lower
prices.

Forcing an employer to
80 six months without
¥ health insurance coverage
goes way beyond the issue of
preventing competition.

We need to view this amend-
ment from the small employer
perspective, as they clearly
were not represented.

I say this because, reportedly,
the amendment was unopposed
by the Phoenix Chamber of

Commerce and the local office

“1s clearly unconscionable, if not
anti-consumer. ;

First of all, when an em-
ployer who has a group health
plan changes to another insurer,
all pre-existing conditions are
covered by the new plan, pro-

' vided they Had prior group cov-
erage for at least.12 consecu-
tive months.

Now, if an employer is paying

There are a couple of parts of

care Group plan and experience *

compromise

an exorbitant premium through
a commercial insurer and woul(
like to have access to the
Healthcare Group plan for pos-
sible rate relief, they will suffer
a double-edged sword by drop-
ping their coverage. :
First, if the owner, or any em-
ployees, are being treated for a
pre-existing condition and drop
current coverage, they run the
risk of failing health as well ag
the possibility of economic risk

“to the business.

Second, the 180 days would
include the 63-day time frame
under the Federal Health Insur-
ance Portability and Account-
ability Act, or HIPAA, that al-
lows someone with a pre-exist-
ing condition to obtain a health
plan that would cover their
health conditions, as long as the
insurance was secured within
the 63 days of no coverage.

As a result, the Healthcare
Group on the 181st day will not
have to cover any pre-existing
conditions, which would have
been covered had the employer
been able to change the health
plan without this 180-day
waiting period.

Keeping this in mind one
could almost come to the con-
clusion that those who were
either neutral or unopposed to
this amendment, especially
small-business “advocates,” ap-
parently underestimated the po-
tential value of a competitive
environment but also were for-
getting whom they represent. )

It's also clearly another issue
of special interests supplanting
those of Arizona employers,
who are not only dealing with
higher renewal premiums but
with escalating new-business
rates.
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Long-term care policies proliferating, but compare carefully

To the Point
“

Henry GrosJean
and Norman Kass

The “‘greying of America’’ is a certainty
that we must all deal with,

Long-term care facilities are replacing
the family support system of former gen-
erations. The two-wage-earner family
often prevents children from providing
daytime assistance to aged parents.

Long-term care facilities, too, are play-

-ing a different role in the health care
delivery system as that of subacute care
givers. With the advent of the Medicare
DRG system (set payments for treating
particular problems), the emphasis is on
getting the patient from the hospital to
the subacute care facility as soon as possi-
ble. This, in turn, reduces Medicare's
costs dramatically.

Long-term care is expensive and contin-
ues to spiral in cost. In 1986, some $36
billion was spent for nursing-home bene-
fits. Of this, Medicare covered less than 2
percent and Medicaid 42 percent. Private
insurance contributed another 2 percent.

The remaining 54 percent, or $19.5 bil-
lion, came from personal assets. This
resulted in impoverishment and ultimate
dependency on Medicaid for countles
thousands of senior citizens. :

Recent héalth studies by the Depart-
ment of Health and Human Services and
the Health Association of America have
come up with the following information:

® By the year 2000 there will be approx-
imately 40 million Americans over the age
of 65. This represents the current com-
bined population of California and Texas.

® For every four Americans who retire
at 65, one eventually will require long-
term care,

* One out of every two persons that
reach age 80 will need nursing home care.

* Eighty-five percent of nursing-home
patients are 80 or older.

The .increasing demand for long-term
care insurance has spurred more and more
insurance companies to offer nursing-
home coverage. Just two years ago less
than 20 companies offered nursing home
or LTC insurance, and most of the poli-
cies were very restrictive and had limited
benefits. Today more than 75 companies
offer a wide variety of policies with many
options and coverage choices.

Although many major insurance com-
panies are beginning to offer nursing

home/long-term care policies, scrutiny
still is necessary when purchasing a pol-
icy.

As a result of the evolutionary process
of the various LTC policy forms, insurers
have become more comfortable with the
risk, and regulatory authorities have
mandated less restrictive coverages.
Today’s policies are substantially better
than those issued a few short months ago.

Before purchasing a policy, understand
or get professional advice about the
restrictions, deductible periods, pre-exist-
ing conditions (when covered), exclusions,
guaranteed renewability, benefit periods,
etc. -

A booklet entitled Understand Long-
Term Care Insurance recently was pub-
lished by the Naticnal Association of
Health Underwriters as part of a con-
sumer-awareness program on long-term
care. )

Easy to read and understand, the book-
let provides an orderly way to become an
informed consumer. It also includes a
comprehensive analysis worksheet, com-
plete with explanations, to help consum-
ers evaluate existing or proposed insur-
ance for long-term care,

Locally, the average monthly cost for
long-term care is between $24,000 and
$35,000 a year. This is exclusive of doc-
tors, medications, personal needs, etc.

With the average stay in a nursing home
being 42 months, it means that the aver-
age ‘‘potential® risk to one’'s estate could
be anywhere from $84,000 1o $126,000,

Senior citizenis who must rely on Medi-
caid for assistance with this cost have to
‘‘spend down'' their income to about
$345 a month and have assets of no
greater than $1,750.

With reference 1o Medicare, there are
two parameters that are needed to *‘trig-
ger” any benefits, but even these are not
the final word: You have to have had
skilled nursing care, and you have to have
been admitted to a certified (by Medicare)
nursing home.

A survey of local nursing homes found
that many individuals who met the above
criteria were not eligible for any benefits
under Medicare because of, in part, con-
ditions or treatments that were excluded
under Medicare, .

In addition, if one does not qualify
under Medicare for benefits it may or
may not trigger benefits under some of
the long-term care policies that are on the
market.

Not surprising is the fact that locally,
only about 1 percent of those admitted to
a nursing home have a private insurance
plan for LTC.

In fact, a federal task force estimated
that as of April 1987, less than 1.5 percent
of the total population of men and
women over the age of 65 owned an LTC
policy.

Here are some of the provisions to look
for when ‘“‘shopping” for a long-term
care policy.

® Arc . premiums level or do they
increase with age?

e [s there waiver of premium, and when
does it start? (The waiver with some com-
panies will start the day benefits com-
mence.)

® For how many days after discharge
will re-admission be considered continu-
.ance of the same claim?

e Does the nursing home have to be
Medicare certified or just state licensed?

e Is prior hospitalization required to
qualify for nursing-home benefits?

e [s the amount of daily benefit the
same for skilled, intermediate or custodial
care?

* Can you enter the nursing home at
any level of care and still receive full ben-
efits?

e Is there a provision for home health
care?

® Will you receive home-health-care
benefits without prior hospitalization or
nursing-home stay?

e Is an increasing inflation rider avail-
able?

Norman Kass CLU, CUPC, speaks to
senior citizens groups about how to decide
on appropriate long-term care and Medi-
care-supplement contracts. Henry Gros-
Jean has been an independent agent for
the past 10 years and services clients of
several local agencies. He is on the board
of directors of the Greater Phoenix Asso-
ciation of Health Underwriters.
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Our lives today call for long-

longevity, that your “care-giver,”
who usually is a family member, is
unable to deal with one or more of your
daily.needs.

Perhaps you have become physically or
mentally unable to perform normal daily
functions like eating, bathing, dressing or
just plain getting around.

When this happens, most people want to
retain some kind of self-sufficiency and
independence and do as many things for
themselves as they can.

And sometimes it even involves the need
to retain some ties with the local commu-
nity. :

At first glance, the option of a nursing
home appears rather impersonal and
because of a stereotypical media view,
they may appear singularly depressing.

An alternative is an assisted-living facili-
ty or residential assisted-living facility.

They appeal to the elderly who may be
just tired of cutting their grass to those
who need help with daily living. They are
residences that afford all of the comforts
of home, plus meals, housekeeping and
limited assistance with daily activities.

In addition they cost 20 percent to 30
percent less than a nursing home and the
accommodations mimic small, home-like
residences.

It.may cost less, however, it now is a $12
billion industry with companies enjoying
profit margins of 30 percent or more.

And, in view of our aging population, by
next year, revenues for this industry are
projected to leap to $33 billion.

There comes a point in dealing with
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An estimated 7.3 mil-
lion seniors currently
need some assistance
with daily activities and
this number is expected
to double in the next 20
years.

Even though costs are

MY VIEW

below that of a nursing
e DOme, sometimes there
Henryc  are “entry fees” that
GrosJean range from $15,000 to
" $18,000 with monthly

fees from $1,000 to more
than $3,000 depending on additional
amenities.

Most seniors who opt for an assisted-liv-
ing environment pay out of their own
pockets. Ultimately, this makes their liv-
ing situations only as stable as their bank
accounts.

Those seniors who have “evolved” past
the denial stage of their life have pur-
chased a long-term-care insurance policy.

In essence, the services that are provided
in an assisted-living setting include:

. ® Basic housing — including laundry,
meals and transportation.

* Exercise and recreational activities.

® 24-hour emergency monitoring.

* Supervision and dispensing of medica-
tions.

* Oftentimes, incontinence care.

* And sometimes an environment for
Alzheimer’s disease and other memory
impairments.

A recent study by Coopers & Lybrand
for the Assisted Living Federation of
America revealed the percentages of

NOVEMBER 26, 1999

term-care insurance

assisted-living residents who need aid
with their activities of daily living:

* Eating: 6 percent.

* Bathing: 64 percent.

Dressing: 34 percent.

* Toiletry: 18 percent.

* Transferring: 8 percent.

* Medication reminders: 63 percent.

Efforts are under way to make assisted-
living included in those benefits that now
are reserved only for nursing homes.

There is little public funding to help
seniors pay for assisted-living and a con-
gressional effort to expand Medicare and
Medicaid to include assisted-living would
g0 against current cost-cutting measures.

One other federal policy choice would
be to create stronger incentives for people
to pay out of pocket, buy long-term-care
insurance or a hybrid approach.

A bill in Congress would allow premi-
ums for long-term-care insurance policies
that cover assisted-living to be tax
deductible. This would seem like a logical
approach.

The bottom line is that assisted-living
can be an option that allows people who
need help to live as normally as possible
in a humane, home-like setting.

However, proper planning with a long-
term-care insurance policy should over-
ride a possible “Superman complex”
rather than have false hopes of our gov-
ernment assisting us.

Henry C GrosJean is a consultant to the
Arizona Small Business Association and
national board member of the Association
of Health Insurance Apents.
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GrosJean’s comments were way off

Dear Editor: ‘ ‘

On behalf of the Arizona Association of Managed Care
Plans, the state's trade association for managed care, I would
like to respond to the May 7 Comment by Henry GrosJean.
A major portion of that article is devoted to an ill-informed
attack on Senate Bill 1109, the recently enacted health care
reform legislation that AAMCP strongly supported.

Mr. GrosJean's criticisms of SB 1109 are essentially
threefold: first, that it deals with the availability of health
insurance rather than its affordability; second, that it was
written solely by the HMO industry, and small-business
interests were not consulted; and third, that it mandates that
all health insurance be of the HMO or PPO variety, except
in rural areas. As to each of these criticisms, Mr. GrosJean
has badly missed the mark,

The reality is that in Arizona, as in other stétes. far too

many small employers find that health insurance is available
to them only if all of their employees have extremely good
health and can pass rigorous underwriting standards. In the
insurance industry, this common practice of taking only good
health risks is derogatorily referred to as “cherry-picking” or
“skimming.” For a small employer with only one sick
employee, the answer is often *Sonry, we won't cover you.”

SB 1109 attempts to deal with this serious probiem by
phasing in a requirement called “guaranteed issue.” This
means every small business that has gone without coverage
for at least 90 days must be offered a basic health benefit
plan, regardless of the health of its employees. Apparently,
Mr. GrosJean would have preferred that this reform not be
enacted at all, and that insurers be allowed to continue
“cherry-picking” into the next century. :

Mr. GrosJean's second criticism also is unfounded. In fact,
SB 1109 was created by the National Federation of
Independent Business, the state’s leading small-business advo-
cate. Sen. Ann Day of Tucson, who chairs the Senate Health,
Welfare & Aging Committee, introduced it at NFIB's request.

At the same time, another health care reform bill, HB
2339, was introduced at AAMCP’s request by Rep, Susan
Gerard, who chairs the House Banking &:Insurance
Committee. Unlike its Senate counterpart, HB 2339 went
. beyond small-group market reforms: It also dealt with the

- cost issue through the creation of accountable health plans
and by imposing some badly needed administrative simpli-
fication requirements to streamline the insurance iridustry
over time for all health care consumiers. - * s
'SB 1109 and HB 2339 were eventually combined. The
resultant bill contains the market reform provisions com-
mon to both bills; but also contains the cost-containment

.- and administrative simplification requirements of HB 2339,

Blending two different pieces of comprehensive legislation
with conflicting terminology is a difficult task, I felt privi-
leged to be asked by Sen. Day and Rep. Gerard to help their

~- - staff in drafling a final version of SB 1109, Providing tech- .
.. mical assistance certainly does not mean that I or anyone else _

R

in the HMO industry controlled the content of the bill.

But small business was significantly involved on this bill
throughout the legislative process, contrary to Mr.
GrosJean's assertion. In fact, SB 1109 would not have
advanced in the House if not for NFIB's acceptance of a
compromise on the implementation of the accountable

- health plan provisions for rural Arizona. NFIB and other

small-business interests also played a leading role in urging
Gov. Fife Symington to sign SB 1109,

Mr. GrosJean's third criticism also is misleading. It is true
that SB 1109 does require that health insurers begin operat-
ing as “accountable health'plans” over the period from 1996
to 1999 and offer products that include cost-containment
features, These features consist of such basic managed-care
concepts as the use of participating providers, quality-assur-
ance and utilization-review requirements, and programs for
health improvement and patient involvement.

Such concepts already are being used by many forward-
thinking indemnity insurers. There is absolutely nothing in SB
1109 that prevents indemnity insurers from continuing to
compete in the marketplace. And, as Mr. GrosJean points out,
the bill does contain an exemption for the rural areas, where it
has often taken longer for managed care to take hold.

HMOs are not, as Mr. GrosJean implies, against the

. motion of patients choosing their own physicians. The sim-

ple fact, however, is that ohe of the best ways to help con-
trol costs is through coordinated care and the use of
providers who, by contract, agree to reduced prices in
exchange for business volume. Fér competitive reasons,
HMOs must offer prospective members a wide choice of
participating providers. The reality is that most providers in
this state already are participants in a number of HMOs,
PPOs and other managed-care delivery networks. -

I find it odd that Mr. GrosJean characterizes SB 1109's
encouragement of the concept of accountability for health
insurers as “quasi-socialistic.” Apparently, the thought of
holding insurers accountable for the way they spend the
millions of premium dollars they collect each month is
threatening to him. 1, on the other hand, find it a thoroughly

. refreshing idea. If we as a country are ever to come to grips

with the spiraling costs of health care, we must insist that
health insurers get out of the game of risk avoidance and
gct into the game of risk ement. - . .

Sadly, while Mr. GrosJean admits that dealing with such
fundamental cost-related issues requires a strong conviction,
his article only criticizes what other people are trying to
accomplish. Like most naysayers, he fails (o offer 4 gingle
suggestion of hiscown-to help solve the health care crisis in

our country, The underlying position of his article is that our
current health insurance system is working just fine. That
position, I submit, is the one that is out of touch with reality.
S . .-~  -StephenC, Barclay

. ., Xounsel and lobbyist

e AAMCP
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Divorce can mean beneficiary change

magine going to probate court follow-
I ing the death of your spouse. To your
surprise, the court proceeds to change
the beneficiary designation of your
deceased spouses’ life insurance contract
to someone other than you.

During the marriage, your former
* spouse, in good faith, made a “contractu-
al” arrangement with a life insurance
company to provide for you should he or
she suffer an untimely death, designating
you the beneficiary of the contract.

In 1995 the Legislature passed a provi-
sion that has the effect of revoking life
insurance beneficiary designations under
certain circumstances. i

These “circumstances” involve 50 per-
cent of the marriages in Arizona, which
are the current odds of divorce.

In actuality, 24 other states have enacted
similar legislation that automatically
revoke a spousal beneficiary designation
in a life insurance contract upon divorce.

Whether you think that this is right or
wrong is irrelevant to probate court as this
provision (Arizona Revised Statute 14-
2804) is now a uniform statute along with
these other states.

Let’s look at the following example
where such a statute was applied.

A couple were married in 1986 in
Phoenix. In 1988, he purchased a
$500,000 life insurance policy and named
his spouse as the beneficiary

The husband retained the contractual
right to change the designation of the ben-
eficiary.

In 1996, the marriage ended in divorce.

The Arizona courts issued a simple
divorce decree to this former couple, but
did not reference the former husband’s
life insurance policy or that his wife

would remain the designat-
ed beneficiary.

Then, in 2000, the ex-hus-
band died.

Soon after, the ex-wife
made a request from the
insurance company for the
proceeds of the life insur-
ance contract.

However, the life insur-
ance company wrote back

Honry € jenying her request and
Groslean ;. dicated a 1995 change in
¢ Arizona law, more specifi-
cally A.R.S. 14-2804, which
“revoked” her status as a beneficiary
because she no longer was the spouse.

In fact, this law provided that a court
order (divorce decree) dividing a marital
estate serves to rescind any property
rights made by a divorced person to that
person’s former spouse, including any des-
ignation as beneficiary in a life insurance
policy.

Furthermore A.R.S. 14-2804 has been
ruled constitutional. .

In the above scenario, the new beneficia-
ry was the decedent’s heir and not the for-
mer spouse.

A court decision held that since the
deceased husband had the right to change
the beneficiary at any time during the life
of the insurance policy that the beneficia-
ry’s rights remained “contingent” and
therefore the court reasoned that the ben-
eficiary had no “contractual rights” on
which to challenge the statute.

Even more amazing is that the court fur-
ther ruled that this statute presents a
“rational means of achieving the social
goal of implementing an insured spouse’s
probable intention in the wake of a

divorce.”

The bottom line here is that the parties
to a life insurance contract should consid-
er the consequences of divorce and its
effect on the designated beneficiary.

These considerations should be evi-
denced in writing, possibly, by way of
legal counsel, as part of the life insurance
contract.

As one attorney commented “make sure
there is a statement attached to your life
insurance contract to the effect that a
divorce or annulment of a marriage will
not revoke the disposition of property
made pursuant to this contract” in order
to avoid the application of A.R.S. 14-2804
to the life insurance contract.

Henry C GrosJean is an independent agent
and benefit advisor to the Arizona Small
Business Association. He can be reached at
623-435-8400 or henry@grosjean.com.
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Life insurance plans provide supplemental retirement benefits

To the Point’

Henry C. GrosJean

As we try 10 envision our retirement,
and constantly have to deal with the reali-
ties of inflation and taxes, the need arises
for crealive supplemental retirement pro-

‘grams. -

it has been estimated that by the year
2030, the population of those over the age
of 65 will more than double.

Reportedly, for each retiree collecting
Sacial Security today there are three peo-
ple working and paying taxes to support
the system; by 2030, that ratio is pro-
jected to sink below 2-1. With this expo-
nentially increasing population group,
there is a great need to preparc for the
time when the paychecks stop coming.

. Of the many concerns we have when it
comes to the apparent illusion of retire-
ment, one is the constant barrage of
trendy media solutions that crop up every
‘month on the newsstands. It would seem
that with each monthly issue come more
solutions to choase from or to invest in.

Unfortunately, with the country’s slug-
gish economic situation and the ever-pre-
sent specter of inflation, the tendency is
to defer the very idea of retirement. Even
the corporate pension plans are becoming
a little tenuous.

In addition, any Individual Retirement

Accounts that you have may be ravaged
by both the Social Security Benefits Tax

and the Medicare surtax for catastrophic
insurance. Instead of being in a margmal
tax rate at age 65, we will be placed in the
near 50 percent tax rate with these com-
bined taxes. This will erode the potential
retirement income from these IRAs. Also,
most are aware by now that Congress has
eliminated or substantially reduced our
ability to deduct IRA contributions.

Furthermore, ever since the passage of
the Employee Retirement Income Security
Act, many employers — especially smaller
companies — do not want to worry about
complying with ERISA’s complex dis-
crimination rules and other requirements.

Although qualified plans feature a cur-
rent income tax deduction for contribu-
tions, retirement payments are taxed to
the retired employee. Also, depending on
the type of plan, an array of penalties and
distribution rules may apply. Too, Social
Security benefits may be reduced as a
result of these relirement benefits.

One altermative is a non-qualified sup-
plemental retirement plan, sometimes
referred to as a private pension plan.
These new forms of life insurance plans
are available to qualified people in all
types of cmployment. They also are avail-
able as additions to existing plans, quali-
fied or non-qualified.

It is interesting lo compare the tax-
deductible plans — such as your qualified
pension plans, IRAs or Simplified
Employce Pension Plans — to an after-
tax, non-deductible, non-qualified private
pension plan. It may give you an enlight-
ened perspeéctive.

Here are some of the hlghl:ghts of the
private pension plans: '

* They require no IRS approval, mean-
ing no ERISA or administration.

® They have no participation require-
ments, so you can be selective.

* The cash that accumulates in the plan
is tax-deferred.

© Because it is a life insurance policy, it
provides a death benefit; your IRA
doesn’t.

® The plan can be designed to be self-
completing through a disability benefit
option should you become disabled.

* Monies can be obtained from the plan
for emergencies or education with no
penalty or tax. (’l‘here are some exceptions
to this with your pension plans.)

¢ There are no penallies or taxes for
income distributions through policy loans.

.® You are able to commence retirement
income before the age of 59% without
penalties.

* Death benefits are not subject to
income tax. .

* You may have a private pension plan
in addition to a qualified pension plan.

® Income received from the plan will
not be reduced by Social Security.

* They have very flexible survivor bene-
fits, such as a tax-free lump-sum payout
to a designated beneficiary even if you are
taking income benefits.

* On a periodic basis, at or prior to age
65, tax-free cash flow through policy
loans can be taken from the plan for thc
rest of your life.

Insurance companies are starting to
become a little more creative on their
loans from life insurance policies in order
to accomplish this ‘‘tax-free” feature.
Historically, a loan on a life insurance

policy would be charged a current interest
rate, such as 8 percent.

Some insurance companies are starting
to reduce the interest rate charged for
loans to equal the guaranteed interest rate
being credited inside their policies on the
amount loaned. The result is that the cost
of the loan is equal to the interest being
credited inside the policy, creating zero
net cost. Also, these policy loans are
designed to be repaid from the death pro-
ceeds, not during your income years.

By not having to worry about the
potential liability of a policy loan, spend-
able income can be maximized, especially
becanse no distribution rules would be
applicable to these types of plans. Fur-
thermore, as life insurance policy loans
are not considered taxable income under -
current law, your Social Security benefits
would not be affected.

" It’s hard to imagine a life insurance pol-
icy providing more retirement features
than a tax-deductible IRA, or pension
plan. One key is that any insurance policy
loans represent actual spendable dollars,
which are not taxable, as opposed 1o
income from a tax-deductible IRA or pen-
sion plan, which is taxable as ordinary
income.

These private-pension scenarios may be
advantageous regardless of the economic
climate or your tax bracket.

Retirement doesn’t have to be an illu-
sion. -

Henry C. GrosJean is an independent
insurance agent in Phoenix. He serves on
the legislative committee for the Arizona
Association of Health Underwritess and
has written a number of insurance-related
articles for The Business Journal.



