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With school in recess we hope you
have spent time with your loved
ones this summer. As always,
please feel free to call us with any
questions you may have in regards
to this newsletter or to your financial
plan.

Enjoy the rest of summer!
Creative Financial Group

The United States
health-care system has
been impacted by the
Affordable Care Act
(ACA). But how does
delivery of health care in
the United States
compare to that of other
nations? And where does

the United States rank with respect to the cost
of health care per capita and as a percentage
of gross domestic product?

Types of health-care systems
While each country has its own system of
health care, most health-care systems
generally fall within the parameters of one of
four models, with the health-care system of the
United States consisting of aspects of each of
these models.

The Beveridge Model. Countries such as the
United Kingdom, Finland, Denmark, Spain, and
Sweden generally follow this model, named
after social reformer William Beveridge. Health
care is deemed to be a right for each citizen
and is provided by the government and
financed primarily through taxes. Hospitals and
clinics may be government owned, and medical
staff, including doctors, may be government
employees. Medical providers are paid by the
government, which generally dictates
treatments provided and the cost for services.

The Bismarck Model. The Bismarck Model
requires that all citizens have health insurance.
Health care is provided by private doctors and
hospitals whose fees and charges are paid for
by insurance. The insurance programs are
nonprofit entities and must accept all
applicants, including those with pre-existing
medical conditions. Insurance is funded through
employer and employee payroll taxes.
Countries that use a form of the Bismarck
Model include Germany, France, Belgium, the
Netherlands, Japan, and Switzerland.

The National Health Insurance (NHI).
Combining aspects of both the Beveridge and
Bismarck Models, the NHI Model is used in
several countries, with the most prominent
being Canada. Health care is provided through

private providers who are paid by
government-run insurance. Citizens pay into
the government insurance program primarily
through taxes. As the sole payor, the
government directly influences the cost of
medical care and the services covered.

The Out-of-Pocket Model. Used by the
majority of countries, including China, this
model provides little or no government health
care. Instead, those who can afford care get it
and those who cannot pay for care generally do
not receive care.

The United States Model. The United States
incorporates all of these systems to varying
degrees. Medicare is akin to the NHI Model;
servicemembers and veterans receive health
care similar to the Beveridge Model; and the
ACA can be described as a type of Bismarck
plan, although health insurers are typically
for-profit entities.

Comparing the cost of health care*
The following information compares health-care
expenditures of several countries as a
percentage of gross domestic product as well
as per capita.

2012 total
expenditure
on health as
% of GDP

2012 total
expenditure
on health per
capita

United States 17.9 $8,895.10

Canada 10.9 $5,740.70

United
Kingdom

9.4 $3,647.50

Switzerland 11.3 $8,980.00

France 11.7 $4,690.00

Germany 12.4 $4,683.20

Japan 10.1 $4,751.70

China 5.4 $321.70

*Information derived from The World Bank
Health, Nutrition, and Population Data and
Statistics (www.datatopics.worldbank.org)
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What's New in the World of Higher Education?
Whether your son or daughter is expecting
college decisions any day now or whether
you're planning ahead for future years, here's
what's new in the world of higher education.

Costs for 2013/2014
Question: What goes up every year no matter
what the economy at large is doing? Answer:
The cost of college. The reasons are many and
varied, but suffice it to say that this year, like
every year, college costs increased yet again.

For the 2013/2014 year, the average cost at a
4-year public college is $22,826, while the
average cost at a private college is $44,750,
though many private colleges charge over
$60,000 per year (Source: The College Board,
Trends in College Pricing 2013). Cost figures
include tuition, fees, room and board, books,
and a sum for transportation and personal
expenses.

What's a parent to do? For starters, check out
net price calculators. Now required on all
college websites, net price calculators can help
families estimate how much grant aid a student
might be eligible for at a particular college
based on his or her individual academic and
financial profile and the school's own criteria for
awarding institutional aid. You'll definitely want
to spend some time running numbers on
different net price calculators to see how
schools stack up against one another on the
generosity scale.

New rates on federal student loans
Last summer, new legislation changed the way
interest rates are set for federal Stafford and
PLUS Loans. Rates are now tied to the 10-year
Treasury note, instead of being artificially set by
Congress. For the current academic year (July
1, 2013, through June 30, 2014), the rates are:

• 3.8% for undergraduate students borrowing
subsidized and unsubsidized Stafford Loans

• 5.4% for graduate students borrowing
unsubsidized Stafford Loans

• 6.4% for parents borrowing PLUS Loans

The rates are determined as of June 1 each
year and are locked in for the life of the loan.

A renewed focus on IBR
Federal student loans are the preferred way to
borrow for college because they offer a unique
repayment option called "income based
repayment," or IBR. Under IBR, a borrower's
monthly student loan payment is based on
income and family size and is equal to 10% of
discretionary income. After 20 years of on-time
payments, all remaining debt is generally
forgiven (loans are forgiven after 10 years for

those in qualified public service).

Enrollment in the program has been relatively
modest, but last fall, the Department of
Education contacted borrowers who were
having difficulty repaying their student loans to
let them know about IBR. The department also
put the IBR application online and has made it
possible for applicants to import information
from their tax returns.

A government push for information
Last summer, as part of his push to make
college more affordable, President Obama
announced a proposal that would require
colleges to report the average debt load and
earnings of graduates (in addition to the
information on tuition costs and graduation
rates that they already report), with the
availability of federal financial aid being linked
to those ratings. In response, most colleges
have cried foul, claiming that average debt is
not a valid indicator of affordability because
colleges have vastly different endowments and
abilities to award institutional aid, and that
post-graduation salaries can depend on
variables outside of a college's control. No
reporting requirement has been finalized yet,
but the trend is clearly toward the government
requiring colleges to make their costs and
return on investment as transparent as possible
so families can make more informed choices.

The growth of MOOCs
You may have heard the term "MOOCs," and
going forward, it's likely you'll hear it a lot more.
MOOCs stands for "massive open online
courses," and these large-scale, online classes
have the potential to revolutionize higher
education. One of the earliest MOOCs was a
course on artificial intelligence at Stanford
University in 2011, which attracted 160,000
students from all over the world (though only
23,000 successfully completed the course,
earning a certificate of recognition).

Today, hundreds of MOOCs are offered free of
charge by many well-known, leading
universities. The piece of the puzzle that has
yet to be solved is what credit or degree will be
given when courses are completed and how
pricing will work. But the combination of quality
courses, robust online learning technology, and
the wide availability of broadband, coupled with
the very high cost of a traditional college
education, makes it likely that the popularity of
MOOCs will only grow in the future, whether
people enroll to earn serious credentials or
simply for their own enjoyment and curiosity.

The appeal of MOOCs

The combination of quality
courses, robust online learning
technology, and the wide
availability of broadband,
coupled with the very high cost
of a traditional college
education, makes it likely that
the popularity of
MOOCs--which stands for
"massive open online
courses"--will only grow in the
future, whether people enroll to
earn serious credentials or
simply for their own enjoyment
and curiosity.

Page 2 of 4, see disclaimer on final page



How the Windsor Decision Affects Retirement Plans
Spouses of employer-sponsored retirement
plan participants have certain rights when it
comes to the plans. Because of this, the legal
definition of "spouse" is very important to both
plan sponsors and plan participants in
understanding how a retirement plan works.

On June 26, 2013, in United States v. Windsor,
the U.S. Supreme Court struck down as
unconstitutional Section 3 of the 1996 Defense
of Marriage Act (DOMA). Section 3 of DOMA
stated that the definition of marriage was limited
to the union of one man and one woman. The
Windsor decision means that federal law
recognizes same-sex couples married under
state law; same-sex couples are now able to
receive federal benefits and protections that
were previously afforded only to opposite-sex
married couples. The decision does not,
however, require individual states to recognize
same-sex marriages.

Pursuant to the Windsor ruling, the Internal
Revenue Service (IRS) and the Department of
Labor (DOL) released guidance stating that
same-sex couples married in a state where
same-sex marriage is legal ("state of
celebration") are recognized under federal law
for tax and employee benefit purposes. What
this means for qualified retirement plans is that
spousal plan provisions are extended to
same-sex spouses, even in states where
same-sex marriages are not recognized,
provided the marriage took place in a state that
recognized same-sex marriage. In April of this
year, the IRS issued further guidance to help
retirement plan sponsors determine when the
law officially applies (i.e., answering questions
surrounding retroactivity) and whether plan
documents need to be amended.

For employers
Employers will want to take note of a few dates:

• June 26, 2013: Plans must recognize
same-sex spouses of participants as of this
date to reflect the Windsor decision.

• September 16, 2013: This is the first
applicable date when the state of celebration
rule must apply. The period between June 26
and September 16, 2013, is considered
transitional--employers that recognized
same-sex married couples only in cases
where the participant was domiciled in a state
that recognized same-sex marriages will not
be treated as failing to meet the
requirements.

• The later of December 31, 2014, or the end
of the plan's normal amendment period:
Any plan documents that currently have
language that is not consistent with the

Windsor decision (e.g., any documents that
reference the definition of marriage in Section
3 of DOMA, specify recognition based on
state of domicile rather than celebration, or
are inconsistent with Windsor in any way)
must be amended to comply with current law.

Note that not all plans will need
amendments--those whose language is neutral
enough to be consistent with Windsor will be in
compliance, provided they operate in
accordance with the new law as of June 26,
2013. In addition, employers may choose to
adopt amendments recognizing same-sex
marriages prior to June 26, 2013; however, the
IRS cautions this may result in complications
and "may trigger requirements that are difficult
to implement retroactively ... and may create
unintended consequences."*

Employers that previously extended benefits to
domestic partnerships or civil unions may want
to carefully consider the ramifications of any
decisions made or amendments drafted that
may cut back those benefits. For example,
employers may choose to grandfather in
couples who were covered prior to June 26,
2013, rather than remove their partner benefit
provisions outright.

For plan participants
For you, a key issue revolves around
beneficiary designations. Many married
participants--in both same-sex and
opposite-sex relationships--are not aware that
their spouse is automatically their plan
beneficiary. For this reason, participants might
want to review their beneficiary designations to
ensure that they conform with both their wishes
and the law.

If the spouse is not the plan participant's
desired beneficiary, then the spouse must
waive his or her right in writing. For example, if
you would prefer that your child be the primary
beneficiary, then your spouse must sign a
consent form waiving rights to be your primary
beneficiary.

Divorce is another situation that should be
considered, as same-sex spouses can now be
covered under a qualified domestic relations
order, which is a legal order documenting how
retirement assets will be divided.

Other provisions that may be affected by the
law include loans, hardship withdrawals, and
annuity payments in retirement (depending on
the type of plan and its terms). Participants
considering taking money out of their plans for
any reason may want to review the rules with
regard to spousal consent or applicability to
ensure they understand the requirements.

Note that the IRS and DOL
have clarified that the term
"marriage" does not include
civil unions, registered
domestic partnerships, or
"other similar formal
relationships."*

For more information,
please review IRS Revenue
Ruling 2013-17 and Notice
2014-19, and DOL Technical
Release 2013-04.

*Source: Internal Revenue
Notice 2014-19, April 21,
2014
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Chart: Ten-Year History of U.S. Average Gas Prices

Gas prices fluctuated widely in 2008, peaking at a high of $4.11 during the second week of July,
then plummeting to $1.81 by the first week of December. Since 2008, gasoline prices have
generally been on an upswing, but have leveled off during the past three years, as this chart
shows. According to the U.S. Energy Information Administration (EIA), average gasoline prices
are even expected to decline slightly in 2015, although projections are far from certain.

Sources: Short-Term Energy Outlook, May 6, 2014, U.S. Energy Information Administration,
www.eia.gov; Chart data is from the EIA's Weekly U.S. Regular Conventional Retail Gasoline
Prices (chart shows average dollars per gallon as of the second week of May of each year).

Why are you paying more at the pump?
Have you ever stood at the
pump wondering why you're
paying so much to fill up your
vehicle? The answer is ...
complicated. According to the

U.S. Energy Information Administration (EIA),
many factors contribute to the cost of a gallon
of gasoline, including the price of crude oil
(which accounts for the majority of the cost),
refining costs and profits, taxes, and distribution
and marketing expenses.

The price of crude oil is dependent on global
supply levels relative to demand, and can be
influenced by political events in major
oil-producing countries, supply disruptions
(which often result from hurricanes and storms
in supply zones), and market speculation.
Supply and demand is also one of the reasons
that U.S. gas prices tend to fluctuate
seasonally, with prices generally rising in the
spring and remaining higher in early summer.
But refining costs also play a role. Prices tend
to rise as refineries shift from winter to summer
gasoline blends in order to meet federal and
state environmental guidelines. Gasoline must
be blended with other ingredients to reduce
emissions, and costlier ingredients are used in

the summer blend.

How much you pay for gasoline also depends
on where the pump is located and who owns it.
For example, prices are generally highest on
the West Coast due to higher state taxes and
transportation costs from distant refineries. But
no matter where you live, you know that prices
also vary locally from one station to the next.
Why? Generally it's because the cost of doing
business for an individual station owner varies.
The price the station pays for gasoline, the
station's location and volume of business, and
whether it must match or beat prices from local
competitors all contribute to how much you pay
for a gallon of gas.

What's the outlook for the future? The EIA
expects the average price of gasoline to fall in
2015 to $3.39 per gallon. Despite the
increasing demand from emerging economies,
U.S. crude oil reserves and production are
expected to increase, and U.S. demand is
expected to decrease as vehicles become more
fuel efficient.

Sources: "Factors Affecting Gasoline Prices"
and "Short-Term Energy Outlook", May 6, 2014,
www.eia.gov
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