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Lowering the boom: Cutbacksin
tirec benefits are costing
pehpers almost 44, 200 a8

Broken Promises

Companies are slashing retiree medical benefits.
Here'swhat you candoabout it. sy micHsLLe anprews

hen Al Rodgers retired in 2001
W:Lfc.:r 32 years with Lucent
Technologies, he didn’t worry

abrout haow he would pay for medical care,
Under the company’s retiree-benefits
plan, Rodgers thought he coukd count on
subsidized health insurance for himself
nrel his wifie, plus dental and drug cover-
age. But that was then, this is now. Last
year, Lucent eliminated his subsidized
denl benefits; this vear the company
dropped subsidized health insurance for
dependents for a portion of its former
management that included Redgers. His

PHOTOGRAFH BY LEE BLANKENSHIP EMMERT

drug co-payments have alsorisen sharply
As a result, he & aow shelling our almost
$350 a monch more for less coverage

To help pay chedr health-care bills, the
couple hos cut back on entertainment such
a8 maovie nights and restaurant meals,
The resulting deogp in their expenses,
combined with their enrmings from part-
time jobs at a local weekly newspaper,
enables them to just about cover the
additional eosts. But Rodgers, 61, a former
pusbli¢ relations specialist ar Lucent’s
Oklahoma City manufacturing facility,
savs he feels shortchanged. He notes
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bitterly: “This is a real finsncial hardship”

Unifortunately, there are noeasy
salutions for retirees like Rodgers, But
there pre strvtegies vou can use to bester
plan for the medical expenses vou'll face
when you leave the wark force, and o find
the coverage you need if vou're already
ratired. Plannang ahead & eritical, Just
over a third of companies with 200 or
mire warkers now offer retirces some
foren ol health berefitg, down from 86% in
1988, according to the Kaiser Family
Frandation Meanwhile, emplovers that
still offer retiree healch benefits are
sealimgy back across the bosrd and sharply
raising premiums and eo-payments on the
remaining coverage {For details on these
cutbacks, see “Future Shock" an page 500)

As a resuly, retirees, already adjusting to
life on a lower income, are faced with an
increasingly heavy financial barden,
especially in the years before they become
eligible for Meclicare. The Employes
Benefits Rezearch Institute (EBRI}
prodects thas, if recent trendss continue, a
typical retivee who is 65 now and fives to
be 90 will need to save nearty $300,000
o pay his premivms Gocluding Medicire)
as well as his put-of-pocket medical bills,
if he has coverage from a former
emplover. That same retiree will need to
save arcund S180,000 if he instesd relies
on Medigap insurance tosupplaiment
Medicare. Eric Tashlein, a financial
phumer 0 Milford, Conn,, 34y, “Health-
Care expenses are easity the largest
underestimated cost in retirement.”

To make sure yos don’t get caughe
short, take the following steps now,

BENEFIT BUST

To keep costs down, more and
maore employers are cutting
meadical benefits for retirees.

COMPANIES WITH BENEFITS:

In %83 2004

66% 36%
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Set up a medical fund. tfyouare
still several yenrs sway from retirement,
¥Ou Can ereare your own medical reserve
fund by apening a separate savings
acoount that you mentally designate for
health-care costs, “If you create an
isolared investment fund, similarto s
college fund, you're less likely to towsch it
for other, nonmedical purposes” says
Stephen Lovell, a cervified financial
planmer in Walnut Creek, Calif,

A health savings acoouns (HSA) can
also be a good way to build a reserve fund
far madica] expenses, especially ifyou'ne
in good health. Offered now by a small but
growing number of emplovers, insurers
and financial insttations, these socounts,
wihich must be used in conjunction with a
high-deductible health insurance plan,
are like an [RA for health care, only bettor,
Like an TRA, sn H5A allows for tax-free
contributions and investment carnings.

bution starting st age 55 will be able to
save only about $44,000 by the time he
reaches 65—substantally less than the
health-care expenses he'll likely face,

Stay on the payroll. Your em-
ployer's health caverage is probabiy
maore comprehensive and less expensive
than any plan you're likely to find in the

Institute, Premiums vary widely, depend-
ing on vour health, the deductible vou
choose and where you live. [f vou're
searching for a suitable policy, vou can go
oo the website of the National Association
of Health Underariters (nahu.org) oo find
an insurance brokear in your area,

If individual insurance isn't an option,
you may be able to continue covernge

A typical 65-year-old retiree who lives to go will need to save nearly

$300,000 to cover his medical costs, Says one planner: *Health-care

expenses are the largest underestimated cost in retirement.”

individual insurance market, says Bonnie
Burns, s poliey specialist with California
Health Advocates, a consumer group. Sa
if the decisiom about when to retire is in
vour control, consider scaling back vour
hours and responsibilities to keep your
cowerage, rather than quitting altogether.

FUTURE SHOCK

Recent reductions
in retiree health-care
benefits are only the.
tip of the iceberg.

PERCENTAGE OF EMMLOYERS THAT:
I Alrebdy cut banefits last yeor by

W bntersd o cut berefits this yeor by..

o Ratie: T incredsing | inereaking [u
prambas | or coinsurance dreg besarfits for
| | lm future retirers
et i - e L L
Butunlike with a regular IRA yourwith-  (Tepically, you have oo wark at least 20
drawals are tax-free as well, aslongas hours a week to.gualify for benefies )
vou spend the rmaney on medieal care.
Dependingon your insurance deductible,  Line up alternative coverage,
wou ean set aside as much as $2.650 n Ifyou're thistking of retiring before vou're
an HSA in 2005, plus an additional $600  eligible for Medicare, try to get health
ifwiarre 55 ¢r over. You can tap your insurance before vou leave. It may not be
ACCOUNE arany tene, without penalty, to casy: Az an individual, vou'll have to go

o most medical bills,

But HSAs are not a silver bullet, espe-
cially if vou are close to retirement. Ac-
cording to estimates by EBRI, someonc
who makes the maximum anmeal coneri-
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through medical underwriting, and plans
can and do reject applicants for health
conditions ranging from acne to cancer,
says Kaven Pollite, project director for
Georgetown University's Health Policy

through your employer's health plan (for
up to 18 months after vou retire under
the federal lnw kmown as COBRA. The
coverage isn't cheap, Unader COBRA, you
st pay the entire premivm, phus a soall
administrative fee. Onoe COBRA cover-
age ends, though. you'll be automartically
eligible for an individual policy under
another federnl law known as HIPAA,
which guarantees access to health
insurance for ndividuals who leave job-
based coverage But wou mustexhaust
your COBRA benefits in order o0 qualify.
Unfortunately. a HIPAA policy, while
guaranteed, is not necessarily compre-
bensive oraffordable, savs Pollitz.

Go back to work. Ifyou're already
retired and vou don't have health benefies
from vour former employer, your best het
may be toseek a part-time job that effers
coverage. [f your retirement was volun-
tary, vour former emplover may be
willing to put voa back on the payroll in o
bess demanding position. O vou might
seek a job that's related to vour old one
bt is bess taxing. Or consider a service
Incustry job. IBM retiree Ches Balon, 59,
ook 2 four-day-a-week sales job at
Barnes & Noble, which quatifies him for
the company’s health plan at $12 a week,
Sure, these jobs may notpay very well,
but that's not the paint, Says Clark
Randall, a certified financial planner in
Dallas: “Forget about how much you eam;
ifyou can just get benefits ivs worth it §
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