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Future Retirees Will Face
Higher Healthcare Costs

efits to early retirees
urthermore, 13 percent
of private-secror estab-
lishments offered healrh
benehits o Medicare-
cligible retirees in 2005, down
from 20 percent in 1997, The
trend among large employers —
those most likely to offer health

benefits — is down as well.
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The

question, how will retirees pay

staristics  prompt the
for healthcare in their golden
vears? Many individuals are
generally unprepared for borth
ilL’.’IIl[lL'.ll'i.‘ .lI1L| ntllti expenses
during retirement.

A report by the Employee
Benehirs Rescarch Institute cal-

tor establishments offered h

culated how much retirees will
need 1o cover their healtheare

COSIs.
For men:

® Men retiring ar age 65 in
2009 will need berween
$68,000 and $378,000 in
savings to cover their
Medicare premiums and
out-of-pocker health
expenses.

® [f they have subsidized
retiree health benefits, they
will need a minimum of
$68.000 il"(hu_\' are comfort-
able with a 50 percent
chance of |\.|\'in_1_:| cnnugh
savings ro cover healthcare
expenses in retirement. If
they want a 90 percent
chancey they'll need
$134.000.

® Men with unsubsidized
retiree health benefits who
want a Y0 percent chance of
|1.|\'i|1g L‘nnugil savings will
need $217.000.

continued on Page 3
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he long-term care financ-

ing gap is likely to in-
crease, found a study issued
by the Kaiser Family Foun-
dation. The report stated,
“According to the Center on
Budget and Policy Priorities,
at least 21 states and the Dis-
trict of Columbia have cut or
are considering cuts to medi-
cal, long-term care, or other
services for the elderly and
disabled. These reductions
combined with a diminishing
pool of private resources will
serve to further worsen the
long-standing funding gap
between long-term care need
and available financing.”

At least 30 states have
Medicaid Partnership Pro-
grams, which allow individu-
als who have long-term care
insurance to retain a certain
portion of their assets and
qualify for Medicaid cover-
age. Without the Medicaid
asset disregard, individuals
must generally spend down
their assets before Medicaid
will pay long-term care ex-
penses.

The younger you are, the
less you'll pay for long-term
care insurance. At age 40,
you'll pay about $1,512 for a
policy that pays $150 per day
for three years of coverage.
At 50, you'll pay a bit more
— $1,741. But by age 70, the
cost jumps to $4,515. For in-
formation, please call us.



Life Insurance

Don’t Lose Your Life
Insurance Coverage!

When you leave or lose your job, you not only lose your
salary, you lose job-related benefits. If your employer
provides group health coverage, you may be eligible for
continuation coverage under COBRA. But what about
your valuable life insurance coverage?

OBRA, the Consolidated Om-
nibus Budget Act, generally re-
quires that group health plans

qu-.llilqying events include divorce, “aging
out” of a plan and employment terminarion
or death of the covered employee.

sponsored by employers with 20
I'i(]\c\'t'\'t'f. no simil;l.l’ ]ﬂ\'\-' I.‘[()[L'C‘S your

or more employees in the prior year offer
employees and their fami-  right to continue in a group life insurance

opportunity  plan. If you will lose your lose group life cov-

lies the

to temporarily ex-  erage due to job loss, retirement or other life
tend their group

health

change, what can you do?
coverage
SVEUEC Reasons for coverage loss matter!
when a “qualify-

If a sickness or injury forces you to leave

ing event” would
your job, check whether your employer’s

cause
the
premium benefits. This provision allows ro-
tally disabled individuals to continue
their group life coverage without
paying premiums. The roral dis-
ability must begin before your
retirement and your 60th birthday.
In addition, most policies have a
strict  definition of disability,
requiring you to be unable
to perform the marerial
duties of any occupation
for which you are “rea-
sonably qualified” due to
training, educartion or ex-
perience. You will have to
provide medical evidence
of your disability in order to
receive these benefits.
To see whether your employer's poli-
cy provides any disability benefits, check the
summary plan description (SPD), or contact
your employer’s human resource department
or the insurer’s claims department.
If you do not qualify for disability ben-
chits, you might be able to continue your

individual’s coverage to end. Examples of

group life policy provides disability waiver of

life insurance under a conversion policy.
Most states require group life insurance
policies to offer insureds the right to convent
their group coverage to an individual policy
\\"hcn T.h(_'_‘;' IL"J\'L’ tllt’ group '.U]' d”}' reason—
whether retirement, job loss, job change or
other life change.

In these states, life insurers must allow in-
sureds leaving a group to convert their group
coverage into an individual policy without
providing medical information. This helps
individuals with medical conditions who oth-
erwise might not be able to obrain life insur-
ance — or who might not be able 1o afford
it. You can usually obrain the same amount
of coverage under your conversion policy as
you I]El(.i l]ndcr your group P(’Iic}'. H"WL'\"CI—.
most insurers will offer whole lite policies as
conversion policies, rather than less expensive
term life. Some states require insurers to offer
a term policy for the first year, after which the
policy will convert to a whole life policy.

The rules differ if you're losing coverage
because the policy is cancelled. In this situ-
ation, the insurer will often cap the amount
of conversion coverage you can buy, since
another insurer may cover the group and the
insurer wants to avoid overinsuring any in-

dividual.

How to apply for a
conversion policy

First, find out if you have conversion
rights. Check your group life insurance plan’s
summary plan description or certificate of
coverage. If you don't have these documents,
contact your company'’s benefits administra-
tor or the insurance company.

If your policy doesn't contain a conver-

COVERAGE—continued on Page 3



RETIREE—continued from Page 1

# Men who have relatively high prescrip-
tion drug expenses will need $173,000 if
comfortable with a 50 percent chance of
having enough savings; to increase their
odds to 90 percent. they would need

$378,000.

For women:

# Women generally live longer, so women
retiring at age 65 in 2009 will need
anywhere from $98,000 to $450,000 in
savings to cover health insurance
premiums and out-of-pocket expenses.

# [f they have subsidized reriree health
benefits, they will need $98,000 if
comfortable with a 50 percent chance of
having enough savings to cover health
care expenses in retirement, and
$164,000 - $450,000 ifthcy prcﬂ:r a0
percent chance.

#* Women with unsubsidized retiree health
benefits who want a 90 percent chance
of having enough savings will need a
minimum of $266,000 — more if they
have high prescription drug costs.

However, many individuals retiring this

COVERAGE — continued from Page 2

sion provision, that doesn't always mean you
can’t convert your policy. Some policies won't
spell our conversion rights, although they are
guaranteed by state law. The consumer in-
formation division of your state’s insurance
department can tell you whether your state
requires group life policies to offer conver-
sion privileges.

Your employers benefits administrator
or insurer will likely send you a notice that
your coverage is terminating after you leave
employment. This notice should include
information on applying for individual cov-
crage. Don't delay — if you are eligible for
conversion privileges, you have only a limit-
ed amount of time to exercise them — gener-
ally within 31 days after your group coverage
ends. Afrer that point, the insurer can require
you to submit medical informarion in order

SNART'S

year will need more money than the average
amounts listed above, because this analysis
does not facror in the savings needed o cover
long-term care expenses, nor dogs it take into
account the fact that many individuals rerire
prior to becoming cligible for Medicare.

People currently younger than age 65 will
likely need even more savings to cover their
healthcare expenses in retirement. The finan-
cial condirion of the Medicare system is dete-
rioraring and likely to get worse, Ensuring re-
tirement income security is certain to become
even more challenging in the future, as em-
ployers continue to scale back retiree health
benefits and policymakers begin to realistical-
ly address expected shortfalls in the Medicare
program by shifting more responsibility for
costs to Medicare benchiciaries. Medical cost
inflation has historically outpaced the general
rate of inflation, and prescription drug prices
are likely to continue to increase faster than
the general rate of inflarion as well.

What can you do?

Until fairly recently, most individu-
als had the responsibility of paying all their
own healthcare expenses during retirement.

to qualify for coverage. And remember, you
must apply for coverage; conversion is not
automaric. Most insurers will require you to
send the first premium payment with your
completed application.

What if the conversion
policy isn't right for me?

If your employer paid all or part of your
premiums, the cost of an individual policy
might come as a surprise — particularly if
it's for whole life. But you get what you pay
for. The premiums for a whole life policy will
remain the same throughour your life, un-
like term coverage, which gets more expen-
sive the older you ger. Even if you develop a
health condition that would make you unin-
surable, the insurer cannot cancel your whole
life policy as long as you continue to pay pre-
miums. And whole life policies build cash
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The fact thar the elderly had greater finan-
cial needs but less financial protection than
younger workers led to the passage of Medi-
care in the 1960s. When Medicare proved
inadequate, private insurers began offering
Medicare supplements. Today, nearly 90
percent of Medicare beneficiaries have some
form of additional insurance coverage to sup-
plement Medicare Parts A and B.

The bottom line is, unlike our parents
or grandparents, most working-age adults
should probably plan to rely more on privare
insurance coverage than on Medicare to cover
their retirement healtheare expenses. 1f you
have some years left before retirement, you
have time to build savings. A health savings
account (HSA) offers rax-advanraged savings
— you can deduct amounts you contribute
to your HSA from your income, and your
funds will grow tax-free so you can use them
to pay for healthcare costs in retirement.
We can help you determine whether you're
cligible for an HSA and whether it's the best
savings vehicle for you.

For an analysis of your family's health in-
surance needs, please contact us. @

value, which you can withdraw for whatever
reason you want. To make premiums more
affordable, many insurers will let you pay on
a quarterly or monthly basis,

Dealing with a life transition can be
difficult enough — we can help you make
sure your life insurance coverage doesn't
fall through the cracks. Please call us for an
evaluation of your life insurance needs and
coverage options.

CLAIMS—continued from Page 4

Most states require an insurer to pay in-
terest on the death benefit from either the
dare of death or shortly thereafter if it delays
payment but eventually determines you are
cntitled to the benefir. For assistance in filing
a life insurance claim or locating a missing
policy, please contacr us. @

3y
L




How to File a Life
Insurance Claim

f you have an “insurable interest” ina  #

family member or business partner’s

life, chances are he or she has bought

life insurance to protect your financial — #
security. When the time comes, your fam-
ily member or partner would want you to have been involved),
receive the benefits of thar policy. So how do  #
you go abour hling a claim?

First, _\'Uu'” need to obrain a copy of the
death certificate. Most insurers will require
a certified copy. You can ger this from the
funeral director,

You'll also need a claim form. Use the
contact information on the life insurance
policy to contact the insurer. If you do not
have a copy of the policy, tor a group life pol-
icy, contact the deceased’s employer. For an
individual policy, contact the insurer or the application.)
agent whao suld tllc pnlic)‘. The agent .\I'I(‘lllll »
be able to help you fill out the paperwork.

Once you submit a claim, the insurer
should take berween one to four weeks to #
process a standard claim. In certain circum-

stances, hu\\'cvcr, it can l'.lkc |llll!_‘,cr: (il]. some sl;llt‘.\_].

# Ifthereisa question that the deceased

# [ there is a question whether the policy
was actually in force when the death policy.

occurred,

Life Insurance Proceeds

nce you submit your claim, you must determine
how you want to receive the proceeds. Most in-
surers offer several options:

Lump sum: You receive the entire death benefit at
once, which can allow you to pay any final expenses.
Lump-sum benefits are not subject to income tax.

Installments: The insurer will pay a portion of the
principal and interest on a regular schedule. You can
exclude part of each installment from your income. To
determine the excluded part, divide the amount held by
the insurance company (generally the total death ben-
efit) by the number of installments to be paid. Include
anything over this excluded part in your income as in-
terest.

If the death resulted from an accident

and the policy has already paid acciden-
tal death bencehits ("double indemnity™),
It quchtiun.t}mlc circumstances surround

the death (i.c., the benehiciary could

[f the policy was in force for less than
two years. (After thar point, the policy
enters the “incontestable period,” where
the insurer cannot deny a claim exceprt
for “marterial misrepresentation” on the
'.app]im:inn. A material misrepresenta-
tion is a statement or omission that
would have affected the insurer’s
decision to offer coverage -
example, an insured neglecting to
mention a |1-.-.m ;1II.ILL' an |\im"|u:r

If the death certificate indicartes the
policyholder was older than he/she
stated on the policy applicarion,

If the pnlic)']m]dcl' claimed o be a
non-smoker bur was acrually a smoker

might not be the person named in the

- for

Risk Tip

“...you shouldn't store a life insur-
ance policy — which contains impor-
tant contact and policy information
— in a safety deposit box. In most
states, boxes are sealed temporarily
upon one's death, which could delay
asettlement.” Source: American Coun-
cil of Life Insurers B

continued on Page 3

Installments for life: You can elect to receive life
insurance proceeds in installments for the rest of your
life. When you do this, you are essentially converting
your life insurance benefit into an annuity. If you receive
installments for life without a refund or period-certain
guarantee, calculate the portion of each installment
excluded from taxable income by dividing the amount
held by the insurance company by your life expectan-
cy. If there is a refund or period-certain guarantee, the
amount held by the insurance company for this purpose
is reduced by the actuarial value of the guarantee.

Interestincome: You can elect toreceive the interest
income only on the policy proceeds, leaving the death
benefit intact for a secondary beneficiary you elect. The
interest you are paid is taxable; the death benefit that
goes to your beneficiary will be tax-free. B




