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Who provides health insurance in the U.S.?
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Percentage of the population covered by each type of plan.

Employer Medicaid Medicare Individual VA
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Health insurance premiums before and after
retirement

Figure 4. With the loss of employer subsidies, retirees need to cover additional insurance expenses

Employee coverage Average annual premiums,
High subsidy $600 by type of insurance, 2018

Employee coverage
Median subsidy

$1,300

Employee coverage
Low subsidy

Marketplace coverage
Silver plan*

$8,000

Medicare with
Supplemental Plan F

* Health insurance subsidies vary based on income and family size.
Source: Mercer's 2016 National Survey of Employer-Sponsored Health Plans, Mercer-Vanguard health care cost model, 2018.
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How Will Your Healthcare Costs Boomers Unsure of
Change on Medicare? Health Care COStS

Pre-Medicare Boomers age 47 to 64

| expect to pay
more for healthcare
than | do now

23%

| expect to pay
about the same for
healthcare as | do now

18%

| expect to pay
less for healthcare
than | do now

32%

Don't know 27%

n=400

Source: Bankers Life and Casualty Company Center for a Secure Retirement,
Retirement Healthcare for Middle-Income Americans, 2012.
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Most Medicare Beneficiaries Pay the Same or

More for Health Care

Are Your Healthcare Costs What You Expected with Medicare?

Middle-income Americans with Medicare age 65 to 75

Overall, | pay more than | 43 43% %
expected | would be paying 0 More than
expected
Overall, | pay about what | 43% Less than
expected | would be paying ° e"ﬁed

Overall, | pay less than | _ 14%
0

expected | would be paying

n=340
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Fact #1

Medicare is mandatory once you’re over
65 and retired

Savvy Medicare Planning
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Medicare is primary payer after age 65—
unless. ..

» Client remains covered by an employer group plan that covers 20 or
more employees

— Coverage must be based on current employment (not retiree plan)
— Coverage may be as worker or dependent
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Everyone else must enroll in Medicare at 65

* This includes clients with:
— Small employer plan (<20 employees)
— Retiree plan
— COBRA
— Individual health insurance policy

Savvy Medicare Planning

,,,,,,,,,,,



Medicare enrollment is not automatic

« Parts A and B are automatic if on Social Security

* If not on Social Security must proactively enroll in Parts A and B during
initial or special enrollment period

* Must also shop for and choose private insurance to cover:
— Prescription drugs through Part D
— Gaps left by Medicare

Savvy Medicare Planning
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Two ways to have Medicare

Original Medicare

or

Part A Part B
Hospital Medical
Insurance Insurance
You can add
Medicare Part D
Supplement e
Prescription
Insurance Drug
(Med!gap) Coverage
Policy

Medicare Advantage Plan

Part C
Combines
Part A and Part B

May include, or yoq may be able to add

PartD
Prescription Drug Coverage
(Most Part C plans cover
prescription drugs. You may be
able to add drug coverage to
some plan types if not already
included.)




What if you don’t enroll in Medicare on time?

 May not have health care coverage!
 May pay a late-enroliment penalty

11
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Fact #2

If you don’t sign up for Medicare on time
you’ll pay a late-enrolilment penalty
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Initial enroliment period

7-month period that begins 3 months before the
month you turn 65

3 months | 2 months | 1 month W38 T month | 2 months | 3 months

before before before after after
the month | the month | the month you turn 65 | you turn 65
you turn 65 | you turn 65 | you turn 65

Sign up early to avoid a delay in
coverage. To get Part A and/or Part B
the month you turn 65, you must sign
up during the first 3 months before
the month you turn 65.

If you wait until the last 4 months of your Initial
Enrollment Period to sign up for Part A and/or
Part B, your coverage will be delayed. See chart
below.
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Who is exempt from initial
enrollment period?

« Current workers and spouses of current workers
who are covered by an employer group health plan

« May sign up during special enroliment period

Savvy Medicare Planning
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Special Enrollment Period

* For people who did not sign up for Medicare during their initial
enrollment period because they were covered by an employer group
plan based on active employment (worker or spouse).

« Special enrollment period includes the following:

— Anytime before coverage ends — Medicare starts the first of the
month you enroll

— The month coverage ends - Medicare starts the first of the month
you enroll

— The 8-month period after the month group coverage ends — Medicare
starts the first of the month after enroliment.
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General Enrollment Period

» If missed the initial enroliment period, can sign up during the general
enrollment period, Jan.1 — March 31

« Coverage starts July 1
 May face gap in coverage
 May pay late-enroliment penalty

If you sign up during | Your coverage will
these months: begin on:

January

February July 1
March

Savvy Medicare Planning
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Late enroliment penalty

« Late enroliment penalty applies if:

— Client is not covered by an employer-sponsored group plan and
does not sign up during initial enroliment period (7-month period
surrounding 65" birthday)

— Client is covered by a group plan at 65 but fails to sign up during
special enrollment period (8-month period after group coverage
ends).

Savvy Medicare Planning
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Part A late enrolilment penalty

* Does not apply to most people because Part A is free to anyone who
has paid into Social Security for 10 years.

 However, if you pay a premium for Part A, and if you are late signhing
up, you will pay a penalty of 10% of the amount of the premium for
twice as many years as the delay.

Savvy Medicare Planning
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Part B late enrollment penalty

« If fail to sign up for Part B when eligible, penalty is 10% for every 12-
month period you could have had Part B.

* This penalty must be paid for as long as you have Part B (i.e., the rest
of your life).

Savvy Medicare Planning
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Part D late enrollment penalty

* No penalty for late enroliment as long as coverage is at least as good as
Medicare’s. Ask benefits administrator or health plan if coverage is creditable.

» If coverage ends, must sign up for Part D within 63 days or face late
enrollment penalty.

- [f fail to sign up for Part D when eligible, penalty is 1% of the national base
beneficiary premium ($33.06 in 2021) multiplied by number of months could
have had Part D but didn’t.

« This penalty must be paid for as long as you have Part D (i.e., the rest of your
life).

Savvy Medicare Planning
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Fact #3

Medicare doesn’t cover everything

21
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Boomers Can’t Identify Benefits

Savvy Medicare Planning

Medicare

Generally Not Covered by Medicare Provides a Benefit

Understanding of Coverage for Specific Services

Pre-Medicare Boomers age 47 to 64

Doctor visits L7 15% 38%
Hospitalization L7 17% 37%
Dental care YL 22% 22%
Vision care LT 27% 18%
Long-term care at home  MEyAYS 27% 16%
Long-term care in afacility [MEyAZ 29% 14%

|- Idon'tknow [ Incorrectly identified benefit B Correctly identified benefit |

Prescription drug benefit excluded due to the individualized nature of its cost structure.

n=400

Source: Bankers Life and Casualty Company Center for a Secure Retirement, Retirement Healthcare for Middle-Income Americans, 2012.
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What is not covered by
Parts A and B?

Care delivered outside the U.S.
Dental care
Vision care

Hearing aids

Cosmetic surgery

Acupuncture and other alternative care
Amounts over Medicare-approved amount

Amounts not covered by deductibles and
coinsurance (20%)

Long-term care
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Supplemental insurance is essential

Plans or Insurance Purchased
to Supplement Medicare

Middle-income Americans with Medicare age 65 to 75

1% —|
Don’t know

T7%
Purchased
Supplemental
Insurance
or Medicare
Advantage
Plan

n=340

Source: Bankers Life and Casualty Company Center for a Secure Retirement,
Retirement Healthcare for Middle-Income Americans, 2012.
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What clients need to know about
supplemental insurance

* Medicare leaves too many gaps

* With Medicare alone, there is no limit to out-of-pocket spending
* The array of supplemental plans can be confusing

 Medigap plans are standardized, but prices are not

 Medicare drug plans and Medicare Advantage plans can change from
year to year, requiring annual review of existing plans and survey of
new offerings

 How you can help: Help clients shop for the right plan and avoid the
costly ones

Savvy Medicare Planning
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Fact #4

Your out-of-pocket health care costs in
retirement will probably be higher than
you expect

26
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Gaps in understanding

Overall Understanding of Medicare Benefits and Costs

Pre-Medicare Boomers age 47 to 64

Extremely good
understanding

Very good
understanding

Some
understanding

Poor
understanding

| know
almost nothing

N 2%
9%

11%

56%

n=400

Middle-income Americans with Medicare age 65to 75

Extremely good o
understanding - 8%

Very good _ o,
understanding 34%
Some o
understancing L 47%

Poor o
understanding - 9%

| know
almost nothing

42%

11%
| 2%

n=340

Source: Bankers Life and Casualty Company Center for a Secure Retirement, Retirement Healthcare for Middle-iIncome Americans, 2012.
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Boomers unsure of
out-of-pocket costs

Correctly Identified Monthly
Premiums, Co-Pays and Deductible
as Costs Associated with Medicare

n=400

Source: Bankers Life and Casualty Company Center for a Secure Retirement,
Retirement Healthcare for Middle-Income Americans, 2012.
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Medicare beneficiaries pay more
than they expected

How Have Your Healthcare Costs Changed with Medicare?

Middle-income Americans with Medicare age 65 to 75

I pay more for
healthcare on Medicare

35%

65%

| pay about the same
for healthcare on Medicare

oo T ss
healthcare on Medicare 35% n=340

Source: Bankers Life and Casualty Company Center for a Secure Retirement, Retirement Healthcare for Middle-Income Americans, 2012.

30%
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Medicare is not free

Understanding of
Medicare Monthly Premium

Pre-Medicare Boomers age 47 to 64

Most Americans

Medicare premium
Only wealthy Americans b

pay a monthly I 2%
Medicare premium

Medicare is free 0 42%
for most Americans - 13%

Dot know [N 27% n=400

Source: Bankers Life and Casualty Company Center for a Secure Retirement,
Retirement Healthcare for Middle-Income Americans, 2012.
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Figure 1. Monthly Medicare Part B Premiums
(1966-2029)

260

240 Historical Projected

20 About 70% of enroliees were held harmiess in 2017

and pasd a lower premium amount
200
180 About 70% of anrolees were held harmiass n
2016 and paid the 2015 premium amount

__ 160 1
e Most enrolieas wera hakd harmiess in 2010 and 2011 and
E 140 paid the 2009 premwum amount
E 120 Transton from fixed dollar amount under \
f OBRA 90 (1991-1995) ko 25% of costs
g 100 under OBRA 93 and BBA 97 (1996 on)
=

20 4 $4c addad by C

Coverage Act of 1988, repealed te next year

80 -

40

20

0

FPEELFEL PP ISP I ISP I P SEL ST PILL P

Source: CRS figure, based on data from the 2020 Annual Report of the Boards of Trustees of
the Federal Hospital Insurance and Federal Supplementary Medical Insurance Trust Funds, April
22, 2020, Table V.E2 and CMS, "Medicare Program: Medicare Part B Monthly Actuarial Rates,
Premium Rate, and Annual Deductible Beginning January 1, 2020," 84 Federal Register 61625,
November 13, 2019.

Note: Premiums throuagh 2020 are actual; premiums from 2021 to 2029 are estimates.
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Monthly premiums for high-income clients

MAGI
Single

<$88,000

$88,001 -
$111,000

$109,001 -
$136,000

$136,001 -
$163,000

$163,001 -
$499,999

2$500,000

MAGI
Joint

<$176,000

$176,001 -
$222,000

$222,001 -
$276,000

$276,001 -
$330,000

>$330,001
- $749,999

2$750,000

MAGI
Married filing
separately

< $88,000

$88,001 -
$411,999

2%412,000

Part B
monthly
premium

paid to
Medicare

$148.50

$148.50

$148.50

$148.50

$148.50

$148.50

Part B income-
related
adjustment
amount paid
to Medicare

$0.00

$59.40

$148.50

$237.60

$326.70

$356.40

Part D
monthly
premium

(average) paid
to insurer

$40.00

$40.00

$40.00

$40.00

$40.00

$40.00

Part D Total Parts B
income- & D premium
related

adjustment

amount paid

to Medicare
$0.00 $188.50
$12.30 $260.20
$31.80 $368.80
$51.20 $477.30
$70.70 $585.90
$77.10 $622.00
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Health care costs in retirement

Monthly premiums

Deductibles

Copayments

Coinsurance amounts

Out-of-pocket costs for non-covered services
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Fact #5

Medicare doesn’t cover long-term care

34
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Boomers can’t identify benefits

Understanding of Coverage for Specific Services

Pre-Medicare Boomers age 47 to 64

%
] Doctor visits  [EyZ13 15% 38%
Sw
T wn
L O
=3z Hospitalization [T 17% 37%
g -
g Dental care XSS 22% 22%
£
(%)
E Vision care L 27% 18%
h=]
L
g Hearing care  [JEyL78 26% 17%
3
; Long-term care at home EYATA 27% 16%
s
& | Long-termcarein afacility [EYLTS 29% 14%

|- Idontknow [ Incorrectly identified benefit WM Correctly identified benefit |

n=400

Prescription drug benefit excluded due to the individualized nature of its cost structure.

Source: Bankers Life and Casualty Company Center for a Secure Retirement, Retirement Healthcare for Middle-Income Americans, 2012.
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Retirees do not understand that long-term
care is not covered

Understanding of Coverage for Specific Services

Middle-income Americans with Medicare age 65 to 75

g -
2 E Hospitalization I3 16% 69%
S
23
= .'% Doctor visits  [EKLA 20% 67%
a
e Dental care [ig”s 9% 74%
%
i Vision care  [EE:3A 31% 51%
g _
é Hearing care Y178 15% 51%
2
> Long-term care at home [} 13% 37%
o
& | Longterm care in a facility [lpL3 14% 34%

|- Idon'tknow [ Incorrectly identified benefit I Correctly identified benefit |

n=340

Prescription drug benefit excluded due to the individualized nature of its cost structure.

Source: Bankers Life and Casualty Company Center for a Secure Retirement, Retirement Healthcare for Middle-Income Americans, 2012.
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What Are the Costs of Long-
Term Care Today?

Annual Median Costs: National (2019)

Community and Assisted Living Nursing Home Facility

Savvy Medicare Planning

Homemaker Services! $51,480 Adult Day Health Care? $19,500 Semi-Private Room® $90,155
Change Since 20182 7.14% Change Since 20182 A4.17% Change Since 20182 0.96%
Home Health Aide’ $52,624 Assisted Living Facility* $48,612 Private Room® $102,200
Change Since 20182 4.55% Change Since 20187 1.28% Change Since 20182 1.82%

Ny
Genworth 3 &




Recommendations for Advisors

* Prepare to educate your clients about Medicare

« Alert clients to Medicare enrollment periods

 Guide them on supplemental insurance

* Help them evaluate options for paying for long-term care

e Build future health care costs into the retirement income
plan

Savvy Medicare Planning
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O A O U O 30 Minutes on Medica
‘What Baby Boomen nesd to know

i Rt vt
e RIADTILIIONIL.
we

What Baby Boomers
About Medicare and
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Savvy Medicare Planning® for Boomers

Get the Mastery You Need to Help Clients Manage Their Retirement Health
Care Expenses!

Everyone must sign up for Medicare, yet few people understand what to do. Help
clients avoid the pitfalls and put this critical piece of the retirement planning
puzzle into place with Savvy Medicare Planning for Boomers, a fully-supported,
year-long program. This program allows you to:

@ Speak knowledgeably with clients @ Open up new areas of discussion
and prospects about Medicare and with clients, prospects, and
health care financial planning centers of influence

@ Deepen your relationships with @® Deliver excellent service by
clients by helping them with this providing information, resources,
complicated and important part of and guidance geared to each
their retirement plan client's unique circumstances

Schedule a Demo

Call 888-336-3884
www.horsesmouth.com/meddem

1 —BOO-MED\CARE
- i

@

Presentations

<y

Client Materials

i

FINRA Review

@

Planning Tools

o

Marketing

-0

CE Credits

O

Education

Q&A




Thank you!

www.horsesmouth.com/medicare

888-336-6884 ext. 1

Savvy Medicare Planning

___________


http://www.horsesmouth.com/medicare
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