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CASE STUDY

Aon Hewitt, Hewitt, or Alight?

Significant tax savings achieved by seeking advice

You may have noticed that the benefits and self-directed account
websites are starting to see the Alight name in place of Aon Hewitt or
Hewitt. This is just a name change, the former outsourcing business of
Aon Hewitt is now going by the name of Alight Solutions.

We recently had a referral from a client to someone who has been out
of a work for several years. They were considering a withdrawal from
their previous employer’s 401(k) to help make ends meet. This
individual had contacted their 401(k) provider and had almost gone
through with a withdrawal but decided to seek professional advice first
and ended up in our office.

As of this time the website addresses you use to access those sites have
not changed.
The Lilly Benefits site can be accessed via
http://benefitscenter.lilly.com or http://resources.hewitt.com/lilly
The self-directed account can be accessed via
http://www.hewittfs.com

401(k) self-directed account
Good news for those of you using the self-directed option within your
Lilly 401(k). The plan has lowered the expense of using this option to
$38/quarter from $48/quarter.

Can I afford to retire when I want to?
Oaktree Financial Advisors has developed the Independent
Professional Retirement Overview (IPRO), a customized retirement
analysis that takes into account your specific Lilly benefit programs. It
is designed to help employees plan for retirement before they decide to
retire. It's part of our effort to make your retirement preparation and
transition as smooth and successful as possible.
To request your free IPRO simply visit our website at
www.oaktreeadvisors.com, click on the Eli Lilly link, then click on
I want my IPRO and complete a request form online or call our office
at 317-818-1631 or toll-free at 1-877-901-1631.

Is it time for a 401(k) Tune Up?
How long has it been since you last gave your 401(k) a tune up? Is your
answer: too long? One of the most valuable services we have been able
to provide to our clients is a personal 401(k) Tune Up. This
comprehensive analysis includes specific recommendations on how to
allocate your account based on your personal situation.
If you’re not sure that your 401(k) is set up appropriately and you
would like some professional guidance, request our complimentary
401(k)
Tune
Up
by
visiting
our
website
at
www.oaktreeadvisors.com, click on the Eli Lilly link, then click on
401(k) Tune Up and complete a request form online or call our office
at 317-818-1631 or toll-free at 1-877-901-1631.

Because they were only 48 years old the withdrawal would be subject
to taxes and a 10% penalty. When we met with the referral we noticed
their 401(k) statement showed a portion of the account was invested in
employer securities with a cost basis far below the current value. So
we discussed the Net Unrealized Appreciation (NUA) and went that
route. NUA allows you to take the employer securities out of the
401(k) and only pay tax and any early withdrawal penalty on the cost
basis of those securities. When those securities are later sold the value
over the cost basis is taxed as a long-term capital gain. Below is a
summary of the savings this provided.
Value of employer securities = $65,000
Cost basis of employer securities = $16,200
Ordinary income
Long term capital gain
10% penalty
Estimated federal/state tax
Total tax + penalty

No NUA
$65,000
$0
$6,500
$10,201
$16,701

With NUA
$16,200
$48,800
$1,620
$6,801
$8,421

Tax savings by using NUA = $8,280
When this individual had contacted the 401(k) provider they were
ready to process a withdrawal for her only explaining the tax
implication and early withdrawal penalty. They never mentioned
NUA. So, by seeking professional advice, we were able to help this
individual reduce their tax liability by almost 50%.

Health Savings Account limit update
In April, the Internal Revenue Service announced taxpayers with
family coverage may treat $6,900 as the maximum deductible HSA
contribution.
A change in the inflation adjustment calculations for 2018 under the
Tax Cuts and Jobs Act reduced the maximum deductible family
contribution by $50, to $6,850 after it had previously been announced
as $6,900. There is no change for the individual coverage annual
contribution limit of $3,450.

Oaktree Financial Advisors is an independent financial services firm specializing in working with employees and retirees of Eli Lilly. We are not affiliated with or endorsed by Eli Lilly.
Securities and advisory services offered through Commonwealth Financial Network®, member FINRA/SIPC, a Registered Investment Adviser. Fixed insurance products and services offered through CES
Insurance Agency or Oaktree Financial Advisors, Inc. Tax services offered by Oaktree Financial Advisors are separate and unrelated to Commonwealth.

Pension trends
In 2017, only 16% of Fortune 500
companies offered a DB plan
(traditional or hybrid) to new hires,
down from 59% among the same
employers back in 1998.
51% of these companies still
employ workers who are actively
accruing pension benefits, and 93%
of those who sponsored a DB plan
in 1998 still manage plan
obligations and assets.
There has been an uptick in plan
freezes since the 2008 financial
crisis among plans that were
already closed to new hires. In
2008, 20% of companies that had
offered a DB plan in 1998 had
frozen their pensions and 19% had
closed their primary plan to new
entrants. By 2017, 42% sponsored a
frozen plan and 24% had closed
their primary plan.
More than half the pension
sponsors in this analysis had a
hybrid DB plan at some point, and
44% of them were still offering the
same plan to new hires in 2017.
Certain industry sectors, as well as
employers whose pensions are
relatively small (as compared with
their market capitalization) and/or
well funded, are more likely to offer
a traditional pension plan to new
hires.
After eliminating a DB plan for new
hires, most employers contribute
more to the DC plan.
Source: Willis Towers Watson –
Retirement offerings in the Fortune 500:
A retrospective. 2/26/2018
https://www.towerswatson.com/en/Insight
s/Newsletters/Americas/Insider/2018/02/e
volution-of-retirement-plans-infortune500-companies

What to do if your pension is frozen or terminated
In 2017, only 16% of the Fortune 500 companies offered a traditional pension plan to
employees, compared to 59% in 1998. While the use of pension plans is on the decline,
among pharmaceutical companies those numbers are much better, with 50% of
companies still offering pension plans.
The shift away from pension plans is obvious and ongoing. As more and more
companies get rid of their pensions, it makes it easier for other companies to also dump
theirs. It used to be that a company needed to offer a pension to employees to be
competitive with other employers. That’s not true anymore.
Companies eliminate pension benefits to employees in two ways: freezing or
terminating. Let’s take a look:
Freezing: When a pension plan is frozen it is closed to new employees and current
employees may stop accruing benefits, but the plan continues to operate. You generally
have to wait until retirement age to begin receiving benefits – either a lump sum, or a
monthly annuity amount.
Termination: When a pension plan terminates, it stops operating. Employees
participating in a pension when it is terminated are generally offered a monthly annuity
payment during retirement or a lump sum payment to be made at the time of the
termination of the plan. In either case participants will still receive a benefit and will
not lose anything they’ve already earned to that point. They just won’t earn more
benefits in the future.
So, what should you do if your employer freezes or terminates its pension plan?
First, you’ll want to reevaluate your retirement planning. If you were counting on your
pension to provide a certain amount of income during retirement, you’ll need to adjust
that assumption lower.
Employers often increase their 401(k) benefits when a pension is frozen, but it likely
won’t make up fully for the impact of the reduced pension. You may need to save more
during your working years to make up for the reduced pension income.
In order to determine where you stand and how the change in pension benefit affects
your overall plan will require updating your retirement income projections. If you have
not previously done any retirement planning, this would be a good time to start.
If the updated retirement projections call for you to increase your savings and you are
not able to do so, it may mean you’ll have to work a few more years than you had
planned. Perhaps you had a big enough cushion in your retirement plan that the reduced
pension won’t impact you too much, but it is nice to know that instead of just assuming.
The point is that you won’t know until you update your retirement plan.
With a reduced pension benefit, your 401(k) and other retirement investments become
even more important. You’ll want to make sure your accounts are invested
appropriately to meet your long-term goals.
If your employer terminates your plan, you’ll have some additional decisions to make.
That’s because your employer will give you the choice between taking monthly
pension payments for life or receiving a lump-sum payment. The idea behind the lumpsum is that you can invest the money in an IRA and pay yourself a monthly income
through systematic withdrawals during retirement. This is a very important decision
because you can’t change your mind. The “best” strategy will depend on many
variables specific to your situation and will not be the same for every individual. You
will want to carefully weigh the pros and cons of each option and seek professional
advice.

Why you need an estate plan for your digital assets
According to the Pew Research Center, 87 percent of Americans use the Internet. This means most of
us maintain at least some personal and financial information online. We pay bills online, keep contact
records digitally, and rarely print a photo—because it’s in our online photo album. Although this
digitizing of information makes it easier to store and recall, it also presents some concerns when it
comes to accounting for all of these “assets” in your estate.
What are digital assets?
First, let’s define digital assets. These include your online financial accounts, your personal e-mail
accounts, and your Facebook, Twitter, and LinkedIn accounts. The assets may or may not have a value.
For example, you might own a domain name for your small business, which would have value, but the
photos you uploaded to Shutterfly have sentimental value only.
The problem with digital assets in estate planning
With traditional estate planning, you take steps to ensure that your executor or personal representative
can access the information needed to gather and safeguard your assets, contact creditors, and, if
necessary, oversee your business after your passing. This can be especially challenging with digital
assets, however, if you do not arrange the proper authorization ahead of time.
Your executor should be able to access information on your computer’s hard drive relatively easily with
the help of a technician. But this may not be the case for online accounts and data stored remotely. Even
if you give your usernames and passwords to your executor or a family member, he or she may run up
against service-agreement limitations that deny him or her the ability to access, manage, distribute,
copy, delete, or even close accounts. Further, “unauthorized use” laws can lead to legal issues for your
representatives if they are deemed to have exceeded permissible access levels.
New legal statute may ease access concerns
Fortunately, lawmakers are starting to pay attention. A new statute, the Revised Uniform Fiduciary
Access to Digital Assets Act (RUFADAA), addresses whether and how a family member, executor,
attorney-in-fact, or trustee can access digital assets. Sixteen states have already adopted RUFADAA:
Arizona, Colorado, Connecticut, Delaware, Florida, Idaho, Indiana, Maryland, Michigan, Minnesota,
Nebraska, Oregon, Tennessee, Washington, Wisconsin, and Wyoming. The hope is that more will soon
follow.
RUFADAA is different from state laws governing estate administration, powers of attorney, and trusts.
It does not presume that family members and fiduciaries can access digital assets because of their
relationship with the account owner. Instead, the statute requires express authorization before anyone—
family member or fiduciary—may access the content of a digital asset.
So what can you do now to start organizing your digital assets?
 Decide how you want your online life handled after your death. You may assign different
roles to different people. For example, you may decide to appoint one person as your executor
and another to have access to certain social media accounts.
 Create a comprehensive inventory of your digital assets. Be sure to store this inventory
somewhere other than an e-mail account. Back up important information elsewhere and update
it regularly.
 Don’t assume your digital estate has no value. Some frequent flyer points are transferable
after your death. Credit cards with cash-back feature stores are generally redeemable after your
death, but only if they are claimed. Internet domain names are potentially sellable.
 Consider investing in a password manager. Sites such as LastPass and Dashlane maintain a
record of your online accounts and passwords in a digital safe. You can set them up to transfer
the passwords to your representative at a specific event, such as your death or incapacity.
How can you ensure that fiduciaries and family members have access to your assets?
 Ask your attorney about inserting provisions into your will or trust that grant your executor
the authority to access your non-financial digital assets and accounts.
 Talk to your attorney about adding language to grant your power-of-attorney agent authority
to act on your behalf with your digital accounts and assets.
 Check online service providers’ policies on death or disability. Each provider has its own
access-authorization tools, and the terms vary, so be sure you understand who can and can’t
access information.
One final note: Be careful if you include provisions covering digital assets in your estate planning
documents and complete a provider’s access-authorization tool. The provisions in the documents should
match the information you give in the provider’s access-authorization tool. If they don’t, the provider
likely will follow the instructions you gave in its access tool and not your estate plan.

ABLE accounts
ABLE accounts, also known as
529A or 529 ABLE accounts, were
established as part of the Achieving
a Better Life Experience Act of
2014. This act created these taxadvantaged accounts for people
with disabilities under section 529A
of the Internal Revenue Code.
Who is eligible?
Eligibility to establish an ABLE
account is limited to individuals
living with significant disabilities
and whose disability onset began
before age 26.
How does an ABLE account
affect government benefits?
Without an ABLE account, a
disabled person cannot earn more
than $700 per month or have more
than $2,000 in savings or other
assets in order to remain eligible for
Medicaid health coverage or SSI.
With an ABLE account, on the
other hand, a balance of up to
$100,000 can accrue before federal
benefits are affected, allowing
disabled people to save for the
future and use the funds for a range
of needs.
Is there a contribution limit?
For 2018, the annual contribution
limit for an ABLE account is
$15,000 (the amount of the annual
gift tax exclusion).
How can ABLE funds be used?
Contributions to an ABLE account
can grow and be spent tax free on
qualified disability expenses for the
designated beneficiary.
Interested in learning more?
For more detailed answers to the
above questions along with answers
to:
What is the difference between an
ABLE account and a special
needs trust?
What are the ABLE account
options?
How do I compare plans?
visit the ABLE National Resource
Center website www.ablenrc.org.
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“In investing, what is comfortable is rarely profitable.”
Rob Arnott
“Human nature is a failed investor.”
Nick Murray
“Storms make the oak grow deeper roots.”
George Herbert

We’re excited to present this issue of the Investment &
Retirement Rx newsletter. We hope you enjoy it and that
you’ll share it with your colleagues.
Why should I consider Oaktree Financial Advisors? When
patients want the very best medical expertise, they go to a
specialist, not a general practitioner.
Oaktree Financial
Advisors, Inc. specializes in serving the financial needs of
current and former Eli Lilly employees and retirees. We are not
affiliated with or endorsed by Eli Lilly. We are an independent
firm serving clients who work for or have worked for Eli Lilly.
Unlike most financial advisors, we are working with Lilly
employees every day on financial issues that are important to
them and we have counseled hundreds of current and former
Lilly employees. We stay current on the financial programs and
benefits available to Lilly employees and understand the specific
circumstances these employees face, which enables us to be a
valuable and knowledgeable advisor to those we serve.
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