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Are Your Retirees Ready?

3

• Do you offer health insurance to retirees?

• Do you offer health savings plans?

• Do you believe your employees are ready?
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*Assumes couple is enrolled in Medicare Parts A, B, D and Medigap
 Source: Milliman 

$388,000*

How much might the 
average 65-year-old couple 
retiring in 2026 plan to 
spend for out-of-pocket 
health care expenses in 
retirement?



1 in 3 Americans
lack confidence in 
affording health care 
throughout retirement.
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Source: EBRI 2024 Retirement Confidence Survey
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Retirement Planning
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Out-of-Pocket Costs 
with Medicare 

Services 
58%

Premiums
42%

Service Type Spending %

Long-term care facility 32%

Medical providers 22%

Prescription drugs 21%
Dental services 14%

Skilled Nursing Facility 5%

Outpatient hospital 4%
Inpatient hospital 2%

9
Source: Kaiser Family Foundation



Health Care Costs Impact on Retirement
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Delayed 
Retirement

Compromised 
Health

Increased 
Stress

Changed 
Standard of Living



What’s Covered
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PART A
Hospital Coverage

Partial coverage for:
• Inpatient Hospital Stay
• Hospice
• Skilled Nursing
• Home Care

PART B
Outpatient

Medical Care

Partial coverage for:

• Doctor visit
• Outpatient surgery
• Labs
• Durable Medical  
  equipment

PART C
Medicare Advantage

Part A and Part B benefits 
provided by private 
insurance 
Additional coverage may 
include: 

PART D
Prescription Drug 

Coverage
Private insurance that 
covers drugs not covered 
by Part A & B

• Wellness
• Vision 
• Hearing aids

• Limited dental
• Home meals
• Over-the-
  counter drug 
  allowance
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WHAT’S NOT COVERED

• Skilled nursing home stay beyond 100 days

• Dental, vision, and cosmetic procedures

• Deductibles, coinsurance, and copayments

PART A
Hospital Coverage

Partial coverage for:
• Inpatient Hospital Stay
• Hospice
• Skilled Nursing
• Home Care

PART B
Outpatient

Medical Care

Partial coverage for:

• Doctor visit
• Outpatient surgery
• Labs
• Durable medical  
  equipment

What’s Covered
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• You still have Medicare BUT Part C provides your 
Part A and Part B benefits through a private 
insurance company that you choose

• Often includes prescription drug coverage (Part D)

• May include extra benefits

•  Plans vary by cost, coverage, and provider network

PART C
Medicare Advantage

PART C
Medicare Advantage

Part A and Part B benefits 
provided by private 
insurance 
Additional coverage may 
include: 

PART D
Prescription Drug 

Coverage
Private insurance that 
covers drugs not covered 
by Part A & B

• Wellness
• Vision 
• Hearing aids

• Limited dental
• Home meals
• Over-the-
  counter drug 
  allowance
 

What’s Covered



Understanding Medicare Part D
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Separate policy if enrolled in 
Medicare supplement plan 

Monthly premium is paid to Insurer

Covers generic and brand-name 
prescription drugs

Recent changes to plan design include 
$2,000 out-of-pocket annual maximum

Insurer provides an Explanation of 
Benefits (EOB)

It is not required to enroll 
in Medicare Part D, but you 

may pay a permanent 
penalty if you don’t enroll 

when first eligible.
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Planning ahead

FOR ILLUSTRATIVE PURPOSES ONLY.



The Employer 
Opportunity



The New Position of Employers
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The New Position of Employers
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81% 
of employers rate 
retirement savings 
and planning 
benefits as “very 
important” or 
“extremely 
important.”

59% 
of employees say 
retirement plans are 
among the top 
benefits that would 
cause them to leave 
one employer for 
another with better 
benefits.

79% 
of employees believe 
their company needs 
to do a better job 
helping them 
understand and 
maximize their 
workplace financial 
benefits. 

Source: SHRM 2025 Employee 
Benefits Survey

Source: Payroll Integrations 2025 
Employee Financial Wellness Report

Source: Morgan Stanley at Work, 2025 State 
of the Workplace Financial Benefits Study



Where You Can Help
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Understanding 
Costs

Preparing 
Financially

Making 
Well-Informed 

Decisions
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Not Offering 
Health Insurance?

• Many municipalities do not 
offer retiree health insurance

• Retirees will still face those 
uncovered costs

• MERS has plans to help them 
cover those costs
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Health Care 
Savings Program
(HCSP)



How HCSP Works

Contributions are 
made while 
employee works.

Employee 
manages the 
investments in 
the account.

Employee can 
access funds any 
time after 
termination for 
tax-free medical 
expense 
reimbursements.



Tax Advantage
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  Contributions go in1

  Assets are invested 2

  Used after termination on
  eligible medical expenses3

 Tax-free

 Tax-free

 Tax-free



Who Can Use Your HCSP Account

24



25

Eligible Expenses
Examples:
• Braces
• Deductibles & Co-pays
• Dental 
• Eyeglasses 
• Health care premiums
• Vision 

Health insurance premiums that are salary-
deducted or paid on a pre-tax basis cannot 
be reimbursed using HCSP funds. 



HSCP in Action
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 Medicare
 Out of pocket costs

 Medicare
 Out of pocket costs

 Dedicated health 
care savings

Today’s Retiree 20 Years From Now

Dedicated health 
care savings

x



HCSP Funding Strategies
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Active 
Employees

Build savings while 
working

New hires or current 
employees

Pre-Medicare 
Retirees

Bridge the gap 
before Medicare

Eligible 
former employees

Medicare-Eligible 
Retirees

Help with ongoing 
health care costs

Eligible former 
employees



What is a Private Exchange?
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Purchasing benefits from carrier of their choice

Types of plans: 
• Pre-65 coverage
• Medicare Advantage
• Medicare Supplement
• Part D prescription drug plans
• Dental and vision plans



Advantages for Retirees

Wide variety of carriers 
and plans 

Open to all MERS retirees – 
no employer adoption 
necessary

Premiums can be paid 
from Health Care Savings 
Program

29



Consider These Strategies
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RHFV
• Determine the 

contribution amount and 
frequency to fund

• Provide funding for future 
health care expenses

• Support retirement 
readiness

• Maintain control of 
employer contributions

• Enhance your benefits 
package

457
• Supplement income
• Give employees more 

control over their 
retirement savings

• Support retirement 
readiness 

• Offer flexibility for a 
variety of retirement goals

• Enhance the value of 
your benefits package

IRA
• Provide another way to 

save for retirement
• Help employees 

consolidate retirement 
assets

• Offer flexibility through 
traditional or Roth options

• Support long-term 
financial wellness

• Enhance your overall 
benefits package



Regional Team
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The Impact

32



What Employer Support Gives Staff
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• Confidence
• Preparedness
• Better decision-making
• Timely retirement



What it Means to You
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• Enhanced benefit package
• Employee value
• Stronger workforce planning

• Recruitment
• Retention



Bringing it 
Together
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Case Studies



Gerald R. Ford International Airport Authority (GFIAA)

BEFORE:
Retirees given a stipend to 
help pay for health care 

• OPEB liability
• Did not cover spouse
• Only covered 1/3 of their 

premium
• Could only be used to 

purchase county plan

AFTER:
Active participants given HCSP 
with employer contributions and 
employee contributions of 1%

• No future OPEB liability
• Access to account after leaving
• Covered spouse and dependents
• Can be used anywhere

36
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“When it comes to recruiting skilled 
workers, the quality of benefits offered 
makes a significant difference in our 
ability to attract and retain talent. The 
MERS Health Care Savings Program 
allows us to provide a meaningful, 
portable benefit that appeals to 
employees of all ages.”

Gerald R. Ford International Airport Authority (GFIAA)

Lisa Belt
Human Resources Director
Gerald R. Ford International Airport Authority



City of Eaton Rapids

BEFORE:
Faced a $10.5 million unfunded 
OPEB liability and was required 
to take corrective action.

• Offered retiree health insurance 
to Medicare eligible

• Employee did not have dental or 
vision coverage

• City was considered underfunded 
under PA 202 so had to file a 
corrective action plan

AFTER:
Reduced that liability to $4 million 
while preserving retiree health care 
benefits and giving retirees more 
choices.

• Set up RHFV to fund obligation

• Ceased offering retiree health insurance to 
new hires and provided HCSP

• Active and retirees received a stipend and 
lump sum based on years of service to HCSP 
to purchase a plan through the exchange

• With extra money from the stipend retirees 
were able to purchase dental and vision

38
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“Pairing the MERS Health Care Savings 
Program with Mercer Marketplace 365+ 
was not only a cost saving move for the 
City, it was also an empowering move for 
our retirees, who can now choose their 
own health care.”

City of Eaton Rapids

Aaron Desentz
City Manager
Eaton Rapids



Key Resources   
and Actions to 

Take Today



Key Takeaways & Actions to Take
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Health care is the most 
overlooked cost in 
retirement

Employers have a variety 
of options to support their 
employee’s retirement 
readiness

Employees who 
understand their benefits 
are more likely to 
appreciate them 

Preparing employees for 
retirement improves 
succession planning



Key Resources
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Medicare.gov Aptia365 Comparison

Using your HCSP Retirement Health 
Funding Vehicle

457 OverviewHCSP Overview

IRA Overview Case studies

https://assets.mersofmich.com/forms/InvestmentPolicyStatement-PDA-IF.pdf
https://assets.mersofmich.com/forms/InvestmentsMenuBook_web.pdf
https://assets.mersofmich.com/forms/ParticipantFeeDisclosure.pdf
https://docs.empower.com/EE/MERS/DOCS/Guidance.pdf


Resources

43



MERS of Michigan

1134 Municipal Way
Lansing, MI 48917 
800.767.6377
mersofmich.com

This publication contains a summary description of MERS’ benefits, policies or procedures. MERS has endeavored 
to ensure that the information provided is accurate and up to date. Where the publication conflicts with the relevant 
Plan Document, the Plan Document controls.
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