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Understand Savings
· Know where your money is going

· Develop a budget

· Develop savings goals

Know where your money is going 

Where does your money go? If you can't seem to save, it might be time to create a budget. A budget allows you to understand where the money goes and may help you free up cash for important savings goals, such as college and retirement.  You need a plan to achieve your budgeting and savings goals. This involves tracking all of your expenses, writing down your goals, setting time frames and figuring out what you must do to meet them. 

This planning process is important in two ways. First, when you set your money goals, you can determine whether your day-to-day spending habits are helping or hurting you. Second, the goal-setting process helps keep you on track and focused on your budget — and helps ward off the temptation to spend beyond your means.
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Develop a budget

Creating a budget can be done easily with pencil and paper or with financial planning software. Look at your monthly income first, or how much money you receive each month. This can include paychecks, legal settlements, alimony, royalties, fees, and dividends from investments that you do not reinvest. Once you determine your monthly income, you can use a budget to make sure you don't spend more than you earn, which will help you save and reduce debt. 

Now look at how you spend your money. Start by tracking your spending for a month. Gather bills and receipts and don’t assume any expense is too small to record.  It can be easier to put your expenses into categories.  For example, fixed expenses could be your mortgage, insurance payments or a loan that stay the same from month to month.  Other expenses that may not vary much could be food items and utility bills.  Another expense category is discretionary expenses, or things you buy but don’t necessarily need.

Once you know where your money is going, it’s time to analyze your expenses.  The easiest category to target is your discretionary expenses. For example, maybe there are ways to take public transportation to economize. Fixed expenses are difficult to adjust. However, if these expenses are greater than your monthly income, you are probably carrying too much debt to effectively save. One area to closely examine is credit card debt. If a high balance is keeping you from saving, you need to find ways to trim those monthly payments.
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Develop Savings Goals 
When setting your savings goals, the more specific you are, the better. You're more likely to reach specific goals when you can measure your progress against a fixed deadline and dollar amount. Remember that your budget is a living document. As your circumstances change, so will your goals and needs. Review your budget every few months to make sure it reflects your goals and to see if you are saving as much as you possibly can.
· Short-term goals involve such things as having enough to cover the down payment on a new car, buying bedroom furniture, buying a new wardrobe or paying for a luxury vacation.

· Medium-term goals involve greater sums of money to pay for such items as a home down payment, home improvement or covering a portion of future college expenses.

· Long-term goals should also be a part of your overall savings strategy. These goals include building assets to pay for a young child's future college years and, of course, having enough for your retirement years. As you look at your long-term needs, you'll notice that the terms "savings" and "investments" are often used interchangeably. Generally speaking, "savings" refers to accumulating funds for shorter-term goals by putting away money in interest-bearing deposit accounts. These accounts are usually federally insured and you don't risk losing your principal. "Investments," on the other hand, usually refer to non-guaranteed, longer-term vehicles such as stocks or stock mutual funds, which historically have provided better returns over the long haul, but also carry the risk that you could lose principal.
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Plan Ahead and Save 

When you are settled into your budget and have discovered ways to cut your costs, you will likely have the opportunity to build surplus funds. You should start saving and investing these funds to pursue your financial goals.
· Getting into the saving habit

· Savings options

· Ideas for life-long saving

· Tax-smart saving ideas

Getting into the savings habit

To reach your goals, you have to save consistently. This is the single most important key to successful saving. Saving should become a habit. And, a good way to get into the saving habit is to make sure that you "pay yourself first" every month before you pay the bills.

· Payroll deduction. The best way to get into a savings habit is to put it on "autopilot" through payroll deductions and direct deposit of your paycheck. Many employers have payroll deduction programs that allow you to put some of your money into U.S. Savings Bonds, a savings account, a retirement plan such as a 401(k) or other savings plan.

· Automatic transfers. You can also set up an automatic savings and investment program. Of course, no investment program can assure profit, nor can it protect from loss in a declining market. A factor in the success of any systematic investment plan is your ability to maintain a regular program of investment over a long period of time despite fluctuating market conditions. You decide how much you want to save or invest on a monthly basis. Then the bank automatically transfers money from your checking account into whatever savings or investment plan you choose.
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Savings options

Financial institutions have a variety of savings and investment vehicles to choose from. Each has its pros and its cons, depending on your financial goals.

· Checking accounts offered at banks and savings institutions pay interest on your checkbook balances. These offer a convenient way to put idle money to work, and they are insured by the FDIC.

· Savings accounts offered at banks and savings institutions are the simplest, easiest accounts to set up and maintain. Although these accounts offer relatively low interest rates, they provide easy liquidity and come with deposit insurance.

· Money Market deposit accounts offered at banks and savings institutions provide a floating rate of interest based on market changes. Usually these accounts pay a higher rate than you can get with an interest checking or savings account, and they are insured by the FDIC.

· Certificates of Deposit (CDs) offered at banks and savings institutions are savings tools that guarantee principal and provide a specific interest rate. CDs are insured by the federal government up to the legal maximum and pay a higher interest rate than money market deposit accounts and other insured savings vehicles. These savings vehicles are not as liquid as others - if you withdraw your money before the maturity date, you may be charged a penalty. One way to avoid this is a technique called "laddering." Instead of putting all of your money into one CD, you purchase a 6-month CD, a 12-month CD and an 18-month CD. If rates are the same or higher in 6 months, you roll the 6-month CD over for another 6 months. In 12 months, you can roll over both CDs if rates are higher. On the other hand, if rates are falling at any "ladder" step along the way, you probably will decide not to renew the CD and invest the money in a vehicle that's paying a better rate.

· Money Market Mutual Funds are available through various investment services and mutual fund companies1. They usually pay rates slightly higher than money market deposit accounts, are not insured by the federal government, and typically require an initial deposit of $1,000 or more.

· Treasury Bills, which are often called T-bills, are offered and backed by the federal government and are another option for making short-term savings grow1. They can be purchased in maturities of 4, 13 or 26 weeks. Generally, the longer the maturity period, the more interest you earn. These vehicles usually pay higher rates than CDs with the same maturity periods, but they are not FDIC insured. The interest earned is exempt from state and local taxes, so they are particularly useful if you live in an area with high state and local taxes. Treasury bills are sold with a high minimum investment of $1,000. While you may be able to purchase T-bills from your financial institution or affiliate, there may be a fee attached. There's no sales fee when you purchase these securities directly from the federal government.
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Ideas for life-long saving

Paying yourself first is a basic strategy you should adhere to all your life. But, there are other strategies that you should consider as you map out and implement your savings and investment plans.

· Don't put all your eggs in one basket. You should diversify your savings and investments by spreading your money around. You may put some in savings, some in CDs and some in various types of investments, depending on your risk tolerance.

· Start an emergency fund. According to Bankrate.com, only 40 percent of Americans maintain enough savings to cover three months' worth of expenses. Financial planners, though, say that's the minimum you should keep on hand for unexpected expenses, ranging from healthcare emergencies to job loss.
· Carefully match your savings vehicles with your short, medium and long-term goals. For your short-term goals, you'll want to accumulate liquid, low-risk savings. For long-term goals, you can trade less liquidity for greater returns. For example, if you're saving money for a son's or daughter's entry into college just a few years from now, you can't afford much risk. On the other hand, if you are saving money for retirement many years from now, you can afford a higher risk with the hope of a higher reward, such as you might find in the stock market.

· Recognize that your needs and goals will probably change over time and you will need to make appropriate changes in your savings and investments. When you are younger, you can probably afford to take more risks because you'll be saving and investing for the long haul. On the other hand, if you are close to retirement, you need to be more conservative.
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Tax-smart saving ideas

Various tax-advantaged savings and investment approaches may be available to you.

· IRAs. For retirement savings goals, Individual Retirement Accounts (IRAs) offer a variety of options. If you qualify, you can receive a tax deduction for up to $4,000 a year deposited into a Traditional IRA. Even if you don't qualify for the tax deduction, you can still use an IRA to defer taxes on IRA interest income. The Roth IRA actually eliminates these taxes on IRA profits, although deposits are not deductible. Most IRAs carry penalties for withdrawals made before age 59½ , so their use should be for retirement. With the Roth IRA, your money must remain in the account for at least 5 years to be eligible for federal tax-exemption when you receive a distribution. Obviously, putting away $4,000 a year or so in an IRA won't provide all you need for your long-term retirement needs. You'll probably need to boost this amount with additional savings and investments.

· Tax-deferred retirement programs. Another way to enjoy tax-advantaged, long-term savings is to have money withheld from your paycheck every month to put in a tax-deferred retirement program, such as a 401(k) plan or other pension vehicle. The money you and your employer contribute is not counted as taxable income, and you pay no tax on the contributions or earnings until the money is withdrawn. 401(k)s may carry penalties for withdrawal before age 591/2 . For certain reasons, such as hardship or paying for college, you may borrow against your 401(k), depending on the provisions of your plan. Your employer may offer an automatic payroll deduction plan to purchase U.S. Treasury EE Savings Bonds.1 You can buy them in denominations as small as $50 issued at a discount of 50% of face value. Interest on these bonds may be tax deferred until you cash them in and when you do, you won't have to pay state or local taxes.
Prepare Taxes

Preparing your taxes can seem to be a daunting task, but with some organization and planning you can be in control. Your first step should be to organize your papers and files before tax time.  Create your own personal system that works for you – no matter how simple or sophisticated. Sort receipts, pay stubs, W-2s and other information into file folders. Or step up to a comprehensive but easy-to-use software program, such as Quicken or TurboTax.
Once you have your files organized, you have the option to continue to prepare your own taxes or to use an accountant.  Both options have several advantages. An accountant can provide the professional expertise to look at your overall tax situation and can provide suggestions for reducing taxes now and in the future. When you prepare your own taxes, you are in control of your tax return and you can see how your financial situation comes together to impact your tax bill.  

You can also find a tax preparer to look over your return, make corrections and finalize your tax return. Cost does not necessarily have to be a major factor in choosing an accountant.  Now the cost is about the same whether you do your taxes yourself using software or you go to a tax preparer. If you are looking to minimize your costs, you can use the paper tax forms for free. You may also be eligible to file your taxes for free using one of the Web-based tax programs in the "Free File" program promoted by the IRS.

If your tax situation is complicated (for example, complex investments, buying and selling a business), you should probably hire a professional.  Or, if you feel overwhelmed just organizing your pay stubs and W-9s, go to a professional who can help.  There are different levels of training required for different designations of tax preparers – make sure to get the right match for your needs.

Regardless of what tax preparation method you choose, start your process early.  If you put it off, you’re more likely to make a mistake and any tax preparer you work with may not have time to complete your return.  And if you file for an extension, you still need to pay up by the April deadline to avoid being assessed penalties and interest.

Saving for Retirement

You probably will experience several major events in your life that can make it more difficult to start or keep saving toward retirement and other goals. The key is to have a clear plan, to stay focused on your goals, and to manage your money so that life events don't prevent you from keeping on target.  
· Assess your needs

· How to get there

· Managing income during retirement
Assess your needs

You may be far from retiring, but you can still review your financial situation. Drafting a successful retirement plan will require you to answer three basic questions:

What will my expenses be in retirement?

Expenses will vary depending on your desired retirement lifestyle. It’s up to you to determine what you want to do in this new stage of your life.  Travel?  Move to be near grandchildren? Work part-time or go back to school?  What is the outlook for your health? Do you expect family to take care of you if you are unable to care for yourself?  Do you want to retire early?

The answers to these questions and many others that you can come up yourself depending on your own personal situation are crucial when determining how much money you will need for the retirement you desire - and how much you'll need to save between now and then.
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How to get there

When you put money into your retirement nest egg, you are “buying” your retirement.  You are paying today for the cost of your retirement tomorrow. 

The cost of those future years is getting more expensive for most Americans, for two reasons. First, we live longer after we retire - with many of us spending 15, 25, even 30 years in retirement - and we are more active.

Second, you may have to shoulder a greater chunk of the cost of your retirement because fewer companies are providing traditional pension plans and are contributing less to those plans. Many retirement plans today, such as the popular 401(k), are paid for primarily by the employee, not the employer. You may not have a retirement plan available at work or you may be self-employed. This gives you the responsibility of choosing retirement investments.
Several income sources can combine to provide for your retirement income:

Individual Retirement Accounts (IRAs) 

Anyone with earned income can invest through an Individual Retirement Account (IRA). You can contribute up to $4,000 of earned income each year ($4,500 if you're 50 or older). With a Traditional IRA, part or all of the contribution may be tax-deductible. With a Roth IRA, contributions are not tax-deductible but money in the IRA grows tax-deferred, and may be tax exempt if certain conditions are met.

Tax deferred annuities 1 

Another tax-advantaged alternative is an annuity, which is a tax-deferred product with an insurance company. The amount of income generated by an annuity is based on the payment alternative you choose. Annuities generally come with sales commissions and early-distribution penalties, which can partially offset the long-term tax advantages so it's important to give these products time to grow.

Your plan at work 

Investing through your employer's retirement plan usually comes in two forms: defined benefit plans (for example, a pension plan) and a defined contribution plan (for example, 401(k) plan). With a pension plan, your employer promises to pay you a pension according to a formula based on your salary and the number of years you work. Plans like a 401(k) provide you, as an employee, the opportunity to contribute, usually with pre-tax dollars.

Social Security

The amount of your future Social Security benefits is based on your income during your working years and the number of years you worked. At retirement (generally, when you turn 65), you begin receiving full monthly benefits checks. 

How much more do I need to save before retirement? 

After analyzing your expenses and income for retirement, you may discover that you have an "income gap." That is, your projected retirement expenses may exceed your projected retirement income. 

An easy rule of thumb is that you'll need to replace 70 to 90 percent of your pre-retirement income. If you're making $50,000 a year (before taxes), you might need $35,000 to $45,000 a year in retirement income to enjoy the same standard of living you had before retirement. Think of this as your annual "cost" of retirement. The lower your income, generally the higher the portion of it you will need to replace.

However, no rule of thumb fits everyone. Expenses typically decline for retirees: taxes are smaller (though not always) and work-related costs usually disappear. But overall expense may not decline much if you still have a home and college debts to pay off. Large medical bills may keep your retirement costs high. Much will depend on the kind of retirement you want to enjoy. Someone who plans to live a quiet, modest retirement in a low-cost part of the country will need a lot less money than someone who plans to be active, take expensive vacations, and live in an expensive region.

For younger people in the early stages of their working life, estimating income needs that may be 30 to 40 years in the future can be difficult.  Start with a rough estimate and begin saving something such as 10 percent of your gross income. Then review your retirement plan every year to adjust your estimate of retirement income needs as your annual earnings grow and your vision of retirement begins to come into focus.
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Managing Your Income During Retirement

Convert your assets into income while allowing the rest to grow.
· Handling your expenses

· Converting assets to cash

· Five ways to generate income

· Mix your investments to match your needs

· How to turn cash value life insurance into income

· Turning your experience into income

· Providing for your surviving spouse

Handling your expenses 

Day-to-day expenses can add up. Get more for your money with an interest-bearing checking account with benefits and rewards for seniors. Establishing a budget gives you a clear understanding of your income and expenses and offers you a much better chance to achieve your financial goals. Other ways to economize include re-evaluating your insurance policies and downsizing if you live in a larger home.
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Converting assets to cash 

All retirees face the challenge of converting assets - investments, pension benefits and property - into monthly income they can use to live on. The key is to move assets from investments that don't pay monthly or quarterly interest or dividends to those that do. In addition, you can convert assets into investments that make payments to you for the rest of your life.
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Five ways to generate income
Several methods provide ways to turn lump sum payouts and other assets into income.

· Buy an annuity.1 A lump sum payout can be partly or entirely converted into monthly income through the purchase of an annuity sold by insurance companies, banks and brokerages. With an immediate pay annuity, you have a choice of payout options which return your principal and interest on a monthly basis. A "life only annuity" only pays during your lifetime. A "joint and survivor annuity" pays benefits during your lifetime and that of a spouse or other beneficiary. The monthly benefit checks are lower than those you get with life only annuities because you are financially protecting two lives. A "period certain annuity" pays benefits for a specified number of years, usually 10 or 20, and, if you die sooner than that, the payments continue to beneficiaries. 

· Make deposits in CDs and withdraw interest. A lump sum can be deposited into one or more bank CDs. On a monthly basis, you can have the interest earned transferred into your checking account or receive a check.  

· Tap your home's value through a reverse mortgage. A reverse mortgage provides income to people who have a lot of equity in their home but don't want to sell it. Here's how a reverse mortgage works: a lender, usually a bank, issues a loan, typically from 20% to 60% of your home equity. You can receive monthly or quarterly payments, or a lump sum, which also can be converted into a monthly annuity. You can also get a line of credit, which you can draw on as needed. The maximum benefit from the reverse mortgage is determined by the property's value, interest rates and your life expectancy. In return for the payments to you, the lender receives a portion of the value of your home after your death or upon the sale of your home. An alternative to a reverse mortgage is to refinance your home by taking out a mortgage or home equity loan. The loan proceeds can be used to help augment income, but at the same time your expenses will increase because you'll need to make payments on the new mortgage or home equity loan. So this course of action should only be viewed as a temporary means of augmenting income.

· Deposit the funds into a savings or investment account and withdraw principal and interest. You can deposit a lump sum into a savings, money market or investment account. You can then arrange an automatic monthly savings withdrawal plan based on your income needs. The money will be automatically sent to you by check or deposited into your checking account. The length of time your money will last will depend on the initial amount, its growth rate and how much you want to withdraw monthly. For example, if you have $75,000 in savings earning 6% a year, you could withdraw $832 a month for 10 years. However, it's critical to understand there would be no money left in your account after 10 years.  

· Set up a charitable remainder trust or give to a pooled income fund to provide monthly income and receive a tax break in return for a gift you make to the trust or fund. These options may be appropriate for people who can afford to give away assets and who also have charitable purposes in mind. With a pooled income fund, you can donate assets to an investment fund managed by a charitable or educational institution. The value of the asset is invested and you receive the dividends for the rest of your life. Upon your death, the remaining principal goes to the institution. A charitable remainder trust is similar in concept, but a separate trust is set up. The asset is gifted into the trust and you receive interest or dividends from the asset during your lifetime. Upon your death, the remaining principal goes to the charity you designate. Obviously, these approaches are not for everyone, and require expert legal and financial advice to handle the tax and estate planning implications that need to be addressed. 

1Annuities are insurance products and are not insured by the FDIC or any other federal government agency. Annuities are not deposits or other obligations of, and are not underwritten or guaranteed by Bank of America Corporation or any of its affiliates.

Annuities may involve investment risks, including the possible loss of principal. The market value of the investment may fluctuate, causing possible loss of the principal amount invested.

Annuities are unrelated to and not a condition of the provision or term of any banking service or activity.

Annuities are available through other licensed brokers or agents and need not be purchased from Bank of America Corporation, its subsidiaries or affiliates, or any particular unaffiliated third party.

Neither Bank of America Corporation nor its affiliates are obligated to provide benefits under any annuity contract or guarantee performance by the insurer issuing the annuity.

Annuity products are offered through: Banc of America Investment Services, Inc. in AZ, AR, CA, FL, GA, ID, IL, IA, KS, MO, NC, OR, SC, TN, VA and WA; Banc of America Agency, LLC in DC and MD; Banc of America Agency of Nevada, Inc. in NV, BA Agency, Inc. in NM; Banc of America Agency of Texas, Inc. in TX; and IFMG of Oklahoma, Inc. in OK.
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Mix your investments to match your needs
Your savings and investment goals shift as you enter retirement. Rather than focusing solely on growth, you'll now be interested in tapping these dollars for income. At the same time, you want to preserve as much of your principal as possible and continue to allow your principal to grow faster than the inflation rate. Meeting these goals with only one kind of investment vehicle is difficult. Instead, consider developing a portfolio that mixes various investment objectives.2

Investing for preservation of principal 

These investments tend to provide some return from interest or dividends, although typically they are marginal relative to the rate of inflation. Their primary objective is to preserve the initial investment of principal.

Investing for income 

Income investments tend to provide more of their return from interest or dividends than from price appreciation.

Investing for growth 

Growth investments tend to fluctuate in value, and total returns depend more on price (asset) appreciation than on interest or dividend income.

Selling your home

Another option for building retirement income is to sell your home and invest a portion of the proceeds. Current rules make your home a very tax-friendly investment, particularly if it has appreciated in value a great deal. The old rules that allowed a one-time exclusion of $125,000 from the sale of a home by an individual or couple age 55 or over have been replaced with rules that apply to all homeowners, regardless of age. They allow an exclusion of up to $500,000 in capital gains from the sale of a home for couples filing jointly and up to $250,000 for single taxpayers. If you have owned and used the home as a principal residence for at least two of the five years before the sale, you can take advantage of this tax break - as many times as you qualify. Most homeowners stand to benefit from this change, but people who are nearing or entering retirement can stand to benefit greatly. For example, many retirees want to downsize their homes or go from owning to renting when they retire. The generous capital gains tax exclusion on the sale of a home will provide many new retirees with a lot more money to meet retirement living expenses. Also, people who own more than one highly appreciated home may be able to move from home to home, establish principal residency for two years in a particular home, sell it at a substantial tax-free profit, and then move on to another home.

Your pension plan 

If you are eligible for an employer or union pension, you may have the choice of receiving your pension in either a lump sum or an annuity (a series of equal payments). The factors you have to consider are your age and health, what you want to provide for your family, and what other sources of income you'll have. This is not only a major financial decision, it's very complicated. Be sure to get in-depth financial advice. For example, once you've committed to annuity payments, you can't change your mind.

· Fixed or variable annuity. If you choose an annuity, you can plan for payments which will come in on a regular basis, with the option of spreading your payments over your spouse's lifetime as well as your own. On the other hand, taxes will be due on the amount you get every year, and because fixed annuities are not indexed for inflation, your fixed annuity will buy less every year. You might want to consider a variable annuity, which could increase your payments over the years. But a variable annuity's payments are not guaranteed and may decline.

· Lump sum. If you receive a lump sum, you keep control over the investing and gifting of your pension benefits. However, tax for the entire amount will be due, and you have no assurance of lifetime income.

· Rollover IRA. You may transfer or roll over your lump sum payout into a Rollover IRA, where it can continue to grow tax-deferred. This option allows you several investment options and permits you to determine the amount and timing of your withdrawals. If you choose to roll over a pension lump sum into an IRA, be sure your rollover money goes directly from your employer's pension plan to your new IRA trustee, which could be a bank, brokerage firm, mutual fund company or other financial institution. If the funds are in the form of a check, the check should be made payable to the trustee - not you. If the rollover money is a check made payable to you, 20% of your funds will be automatically withheld by your employer for federal income taxes. Perhaps the safest way to avoid the withholding is to instruct your employer to send the check directly to the institution that will handle your rollover IRA.

Consult your financial or tax advisor. The dilemma about how to handle a retirement plan distribution is not an "either/or" decision. For many retirees, the best course of action is to place part of the money into an annuity and roll the rest over into an IRA. Consult your financial or tax advisor about what course of action is right for you.

2Investment products such as stocks, bonds, mutual funds are not FDIC-insured, are not deposits, obligations of or guaranteed by Bank of America or its affiliates, and involve investment risk including possible loss of principal.
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How to turn cash value life insurance into income
You can turn assets into income by converting them to cash or giving them away. However, neither technique applies to life insurance policies in which you've built up cash value over the years. Here are four ways to turn such policies into income. (Because of the potential tax consequences, it makes sense to get professional advice before making any of these moves.)

Withdraw some of your accumulated cash value. Some of the withdrawal will be considered a return on the premiums you have paid, so no tax will be due. However, some of the money will be considered dividends you have earned and will be taxed.

Take money out as a low-interest loan. But, in doing this, the insurance company may lower the rate it pays you on the remaining balance.

Convert the policy to an annuity, retaining a smaller death benefit.

Stop paying premiums. With some policies, you can let dividends already earned pay future premiums. The money budgeted for premiums is freed up to bolster your cash flow, or it can be invested elsewhere.
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Turning your experience into income
Going back to work after you retire may be the last thing on your mind. But many retirees find that a part-time job can make a real difference in their standard of living and allow them to preserve their lifetime savings.

If a part-time job is an option, you'll need to weigh its effect on your Social Security income as well as your income tax bill. If you're age 70 or older, you can earn an unlimited amount of money from a job and still receive your regular Social Security benefits. However, there are income limits for beneficiaries who work and who are under age 70. If you earn more than the limit, your Social Security benefits are reduced by $1 for every $3 over the limit. The limit is adjusted upward every year based on the inflation rate. Also, remember that job and other income may trigger an income tax on Social Security benefits.
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Providing for your surviving spouse
Your retirement management plan may look great on paper as long as you're alive. But what happens when you die? What will your spouse's financial condition be when you're gone? Consider some of the facts and the possibilities.

· The surviving spouse's Social Security benefits will not equal the total benefits you both received before your death.

· The surviving spouse's employer pension benefit may drop 50%, or may be eliminated depending on the payout option chosen.

· The surviving spouse's annuity payments may drop 50%, depending on the payout option chosen.

· Medical bills may increase and a nursing home may be needed. When there are two spouses and one gets ill, frequently the healthy spouse takes care of the sick spouse at home. But when there's only one person left in the house, it may become necessary for the survivor to enter a nursing home.

For all these reasons, it's important to consider not only the financial condition of the two of you, but also of each surviving spouse individually. There may be adequate resources for the survivor to live comfortably. If not, you may want to consider additional life insurance that would provide assets when you die.
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