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LEVERAGING ASSETS INTO INSURANCE-
RELATED PRODUCTS 

Things were going pretty well for the Jones 
family. The farm had slowly climbed out of debt 
through the years and the family felt good about 
the legacy of their Century farm. For the most 
part they had done a good job of planning and 
weathering storms. 

One thing that caught them by surprise, though, was how quickly the 
years go by. Suddenly, it seemed, Mom needed nursing care. The costs 
bowled them over. Now, the Jones family is faced with possibly having 
to sell of assets to aford care. 

The national average for long-term nursing care in a semi-private room 
is a little over $82,000 per year. A private room is more than $92,000. A 
small room in an assisted living facility is a little over $3600 per month. 

 “This scenario is all too common,” says Tom Haarmann, Money 
Concepts fnancial services manager with Carolina Farm Credit. 
“Unfortunately, the problem is that a lot of people don’t realize that 
Medicare does not cover these costs. If you’re sick and you wind up in 
the hospital and you’ve got Medicare, a lot of the costs are covered. But 
if you need help with what are called Activities of Daily Living – bathing 
and personal hygiene, transferring or mobility, dressing, meals, and 
maintaining continence – Medicare won’t cover it.” 

While long-term care policies exist, the major objection and obstacle is 
cost. 

“We don’t think about this until we are getting closer to retirement 
age but the longer you wait the more expensive it becomes. I’ve talked 
with people in their early to mid-60s who have begun looking at joint 
premiums and learn the cost is $5,000 to $6,000 a year,” says Haarmann. 
“A question they often ask is what if I live another 20 or 30 years and 
we’re lucky enough that we don’t have to use this either at home or in a 
nursing home? Does that mean we lose all that money?” 

Haarmann acknowledges that selecting the right plan that is the right ft 
for your situation can be challenging. He adds that there are some good 
alternatives and some hybrid options that are afordable. 

He shares an example where a husband and wife had set aside $100,000 
in a bank CD. While the money isn’t making any interest, it is earmarked 
to be used for long-term care. When you realize, however, that one of 
them might end up in the nursing home with an average cost of $82,000 
per year, you quickly see the money will last barely past one year. 

Haarmann’s advice in this scenario is for the husband and wife to 
split the $100,000 and reposition the money into other insurance-
related products that may leverage the amount of money they 
each put in by three times. “It immediately creates a bucket of 
money three times that amount so they each now have $150,000. 
They’ve taken that $100,000 and leveraged it to $300,000.” 

The plus, says Haarmann, is that you basically can turn on the spigot, 
so to speak, and it will spit out income if you wind up needing care at 
home or if you need care in a nursing home. The only caveat is that you 
have to satisfy that you need assistance with at least two of the activities 
of daily living. A doctor has to certify that you indeed need help.” 

The money can be used to hire a nurse 3 or 4 times a week, for example. 
You can hire who you need and pay them an hourly rate. You get to 
control the money. If you need to go into assisted living, the money can 
go toward the monthly fee. 

While tax laws have changed, and for many it’s no longer advantageous 
to itemize deductions, it is possible to deduct a portion of the premiums 
for traditional long-term care policies. Based on last year, $780 can be 
deducted for those in the 41 to 50 age range; $4160 for ages 61 to 70; 
and $5200 for ages 70 and above. 

The key is to fnd a trustworthy fnancial advisor to help you navigate 
the pros and cons of each option based on your situation. Arming 
yourself with knowledge also helps. 

Thomas Haarmann 
Financial Planning Manager at Money Concepts Financial Services 

thaarmann@carolinafarmcredit.com and 704.761.2869 
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LIFE INSURANCE POLICY MAY HELP 
LONG-TERM CARE NEEDS 

Long-term care costs are often prohibitive and 
leave folks in a conundrum. Do you pay high 
premiums for years? Or is it better to sock away 
money in savings? Those are just two of the 
many questions commonly asked. 

One approach is to look at the tools you currently have. Take, 
for instance, life insurance policies. There may be ways to get a 
greater beneft, namely cash, from such policies that can help 
with long-term care. 

If you already have life insurance, it pays to take another look at 
the policy, advises Tom Haarmann, Money Concepts fnancial 
services manager with Carolina Farm Credit. If it’s some form of 
whole life policy that’s been accumulating cash value, that might 
be a way to leverage money for long-term care, particularly if 
the death benefts are no longer needed. For example, a life 
insurance policy may have been secured when children were 
young. When they are out of the house and on their own the cash 
that has accumulated might be better used for long-term care. 

“Let’s say the policy has accumulated $30,000 or $50,000, for 
example; a person could take out the cash value and put it into a 
traditional long-term care policy, which is expensive. Or a wiser 
option might be to put it into a long-term care annuity. 

“A lot of people have annuities but they aren’t really sure how 
they work,” says Haarmann. “Most annuities have a death beneft 
that gets paid to the benefciary when the holder of the annuity 
dies, but it’s not a tax-free distribution like normal life insurance. 
So if someone had $100,000 that pays to a son or daughter, he 
or she will have to pay income tax on that distribution. On the 
other hand, if someone has a life insurance policy, it will go to the 
benefciary without any income tax requirements.” 

One way to avoid the taxes might be to take the cash inside the 
annuity and transfer it to a life insurance policy that has a long-
term care rider on it. “Now the distribution that comes out of it 
will be completely tax-free. They’ve taken a taxable instrument 
and turned it into a tax-free instrument. And they solved the 
problem of how to fund long-term care.” 

Another possibility would be to look at what’s called a 
combination policy that combines life insurance with riders for 
both chronic and critical illnesses. Chronic would be for a certain 
condition that one may have to deal with and need money for 
medical treatment. With this type of policy it would be possible 
to pull out money for care as needed. For critical illnesses, such as 
a terminal disease, it may be possible to pull the money out while 
you are still living instead of waiting for the death beneft to kick 
in. The money might be used for any reason, such as a worldwide 
vacation or other items on a bucket list. 
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THE THREE FLAVORS OF 
LIFE INSURANCE 

Life insurance isn’t always the topic of choice 
but it’s often an important piece to the puzzle 
when considering financial needs of your family. 
While there are numerous options depending 
on your circumstances, Tom Haarmann, Money 
Concepts financial services manager with 
Carolina Farm Credit, says that, generally 
speaking, life insurance comes in three 
different flavors. 

Term Insurance – A term policy is going to be the cheapest 
policy out there, says Haarmann. It’s designed to last for a certain 
time period. For example, in the Farm Credit system, a farmer 
may take out a $500,000 loan and he or she wants to make sure 
the loan is covered in the event that something happens. “They 
are not trying to build cash. They are not trying to do any fancy 
things with long-term care. They are trying to cover a $500,000 
debt that is to be paid of in 20 years. I’d probably recommend 
a 20-year term policy. If you live beyond the term, you don’t get 
anything back. It’s pure insurance, very cheap and easy to get.” 

Whole Life Insurance – This type policy is the most expensive. 
The premiums are typically three to four times as much as term. 
Part of the premium that you pay may go toward death beneft 
insurance, and part may go into some kind of cash account. If the 
cash starts increasing in the account, the selling point has always 
been that it is your money. You can pull that money out if you 
ever have a cash need. If you do it correctly, you can pull the cash 
out tax-free. When you have money inside of a policy, you can 
use it to buy a car, fnance an education, supplement retirement 
or even set it up for long-term care. 

Haarmann says that if you decide to pull the cash out, it’s 
important to talk with the insurance company or the agent. For 
the money to be tax-free, the insurance company will treat your 
money as if it’s a loan, as if you are borrowing your own money. 
You will receive an interest note payment and if you choose to 
disregard it the only thing that will happen is that your death 
beneft will start coming down. If you want to maintain that 
death beneft and not have it go down, then you will need to pay 
the interest due on that bill. 

For most people, when they get to be 65, 70 or 75 years old and 
dependent children are on their own, they often become less 
concerned about the death beneft. They may choose to use 
accumulated cash for a supplemental retirement plan or pull the 
money out for some other use. 

Term with Return of Premium – This third type falls between 
Term and Whole Life. It’s about twice as expensive as term but 
with a diference. With this policy, if you are still alive at the end 
of the term you get back most of the premiums you’ve paid. “It’s 
kind of a forced savings,” explains Haarmann. “That’s not a bad 
thing.” 

Determining the best route isn’t always easy, and families with 
children, a mortgage and other expenses may fnd an insurance 
payment difcult. The key is to determine what is absolutely 
necessary to protect your family in case something happens to 
you. A term policy might be the best option; if you can aford 
more, it may be worth a look at Term with Return of Premium or a 
Whole Life policy. 

In this 4-part series we explore considerations such as using 
life insurance policies for long-term care, transferring annuities 
into life insurance policies as a tax savings strategy, and the 
importance of disability insurance. 
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FARMING IS A 
RISKY BUSINESS 

North Carolina is a leading agricultural state 
in poultry and eggs, sweet potatoes, tobacco, 
pork, trout, turkeys, and Christmas trees, along 
with myriad other crops that help make up the 
$87 billion in revenue each year. 

Talk with farmers and they can tick of a number of reasons they 
got into the profession to begin with: feeding the world, being 
outside, being their own boss, working with animals, the lifestyle, 
working the soil, the list goes on. 

Wrapped into all those appealing features about farming are 
dangers as well. Hazardous exposures to machinery, chemicals, 
livestock, and other workplace environments that can afect the 
health and safety of anyone involved in production agriculture. 

Farming ranks in the top 10 of America’s most dangerous jobs, 
according to the 2016 Census of Fatal Occupational Injuries and 
the Bureau of Labor Statistics. “Farmers are about 10 times more 
likely to be disabled during their working life than somebody 
like me who works behind a desk,” says Tom Haarmann, Money 
Concepts fnancial services manager with Carolina Farm Credit. 
“But most farmers don’t have disability insurance. If something 
happens to them, the bills are still there. There’s still a mortgage 
payment, farm loans, and other expenses.” 

Disability insurance is something to consider and it can be 
tailored to your needs, says Haarmann. “I usually tell people to sit 
down and map out your income and your expenses, particularly 
those you have to meet come heck or high water. Put yourself in 
the situation of not being able to work for 6 to 8 months. Where 
would the income come from? Do you have enough income 

coming in from the farm or other business? Do you have any 
residual income like life insurance or investments you can tap 
into? If the answer is no, then you may be a good candidate for 
disability insurance.” 

He adds that it pays to at least take a look at your circumstances 
and consider “what if?” 

“You may not need a Cadillac plan but may need one that could 
at least cover half of your monthly expenses.” 

While Haarmann acknowledges that many of the farmers he 
works with do not have disability insurance, he notes that, 
just like with long-term care needs, often those who do have 
such insurance have experienced some type of crisis frst-hand 
through another family member or neighbor. 

It’s a tough situation when a family member is injured and is out 
of work for months or even years and they have to start selling 
assets just to maintain. 

Talk with your loan ofcer for assistance in scheduling time with 
Haarmann to discuss various insurance options. 

Make Your Farm Safer 
For assistance in making sure your farm operation is a safe one 
for you, your family and employees, check out Certifed Farm Safe 
and other safety focused programs of the N.C. Agromedicine 
Institute. Certifed Safe Farm includes a safety review by a 
farm safety expert who will conduct an on-farm safety review 
designed to help prevent injury and save lives. 

In this 4-part series we explore considerations such as life 
insurance policies as a tax-savings strategy, using life insurance 
policies for long-term care, and the diference between term and 
whole life. 
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