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1 in 3 Americans

lack confidence In
affording health care
throughout retirement.

Source: EBRI 2024 Retirement Confidence Survey




Retiree Health Care Considerations

Increasing life
expectancy

Medicare Part B
premiums rising

A

Considerations

Increasing
health care
COSts

Not all expenses
covered by
Medicare



Out-of-Pocket Costs

with Medicare

Service Type Spending %
Long-term care facility
Medical providers

Premiums Prescription drugs

42%

Dental services

Services | | ;
5804 Skilled Nursing Facility

Outpatient hospital
Inpatient hospital

Source: Kaiser Family Foundation



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

$388,000*

*Assumes couple is enrolled in Medicare Parts A, B, D and Medigap
Source: Milliman




Health Care Costs Impact on Retirement

P ® A

Delayed Increased Compromised Changed standard
Retirement Stress Health of living




Medicare
Basics




Medicare Overview

Federal health insurance for:
 Age 65+

« Some individuals with
disabilities

You must actively enroll
If you’re not receiving
Social Security




Enrollment Period

e Seven-month enrollment period
« The month of your 65" birthday plus three months before and after your 65" birthday

EXAMPLE: If your birthday is April 12, your enroliment period would be:

e Unlike Social Security, you need to enroll as soon as eligible, or risk penalties.
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What's Covered

PART A

Hospital Coverage
Partial coverage for:
* Inpatient Hospital Stay
» Hospice
» Skilled Nursing
*» Home Care

PART B

Outpatient
Medical Care

Partial coverage for:

e Doctor visit

e Outpatient surgery

e Labs

e Durable Medical
equipment

PART C

Medicare Advantage

Part A and Part B benefits
provided by private

insurance

Additional coverage may
include:

* \Wellness e Limited dental

e Vision e Home meals

* Hearing aids *® Over the
counter drug
allowance

PART D

Prescription Drug
Coverage

Private insurance that

covers drugs not covered
by Part A & B
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What's Covered

PART A

Hospital Coverage
Partial coverage for:
* Inpatient Hospital Stay
» Hospice

» Skilled Nursing
e Home Care

PART B

Outpatient
Medical Care

Partial coverage for:

e Doctor visit

e Outpatient surgery

e Labs

e Durable Medical
equipment

WHAT'S NOT COVERED

e Skilled nursing home stay beyond 100 days

* Dental, vision, and cosmetic procedures

* Deductibles, coinsurance, and copayments
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What's Covered

PART C

Medicare Advantage

* 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)
e May include extra benefits

* Plans vary by cost, coverage, and provider network

PART C

Medicare Advantage

Part A and Part B benefits
provided by private

insurance

Additional coverage may
include:

* \Wellness e Limited dental

e Vision e Home meals

e Hearing aids *® Over the
counter drug
allowance

PART D

Prescription Drug
Coverage

Private insurance that
covers drugs not covered
by PartA & B
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Understanding Medicare Part D

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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Learn More About Medicare

medicare.gov
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Private Health
Care Exchange
for Retirees




What is a Private Exchange?

Purchasing benefits from carrier of your choice

Types of plans:
* Pre-65 coverage

Medicare advantage

Medicare supplement

Part D prescription drug plans
Dental and vision plans



Aptia365

A trained Benefits Counselor helps
you choose a plan that meets your
needs based on your:

Location

Budget

Current doctors
Prescription needs
Medical conditions
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Advantages for Retirees

Wide variety of carriers
and plans

Open to all MERS retirees —
no employer adoption
necessary

Premiums can be paid
from MERS Health Care
Savings Program
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Learn More About Aptia

https://retiree.aptia365.com/mersretiree
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Bridging
the Gap




Options to Save for Retiree Health Care

Health Savings Accounts

MERS Health Care Savings Program

MERS 457 Supplemental Retirement Program

MERS Individual Retirement Account
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How HCSP Works



Benefits of Tax-Free Savings

Tax Benefit Comparison

Sample Paycheck No Program Deductions HCSP (tax-free)
Gross Wages: | $ 2,000.00 $ 2,000.00
Health Care Savings Program Contribution 0.00 100.00
Payroll Deductions:
Federal Income Tax 156.15 144,15
Social Security Tax 124.00 117.80
Medicare Tax 29.00 2(.55
M| State Income Tax 85.00 80.75
Net Pay (Take-home pay): $ 1,605.85 $1,529.75

Based on bi-weekly paycheck with the filing status of single or married filing separately.
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Who Can Use Your HCSP Account

At Participant, spouse and any legal dependent(s) may use the
Separation account for tax-free medical expense reimbursement

Spouse and any legal
dependent(s) may continue
to use the account for
tax-free medical expense
reimbursement

Named Primary Beneficiary(ies)
may use the account for taxable
medical expense reimbursement

If there is no Primary Beneficiary
alive, then Named Contingent
Beneficiary(ies) may use the
account for taxable medical
expense reimbursement

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.
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Reimbursement & Payment Options

Claims Card

Best option for paying fixed-price expenses such as
prescriptions and co-pays.

D Online Account

empower.com/MERS

Best option for paying expenses that can be adjusted
after the point of service.

Mobile App
Empower Benefit Accounts (for HCSP in retirement) I Always

Save your

Manage your account on the go. ® receipts!



View This Guide

What's included?

 How to access online tools

* Who can use the HCSP account
 How to update beneficiaries

e How to submit reimbursements

* Which expenses are reimbursable

Where’s the guide?
empower.com/MERS > Plan Resources
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Supplemental Savings Options

45/ &  IRA



457 Program

 \Voluntary savings account Employee
: Contributions
 YOUu manage It
* Flexible
e Low cost
 Emergency or gap fund

e Account balance can be used earlier
without penalty
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Individual Retirement Account (IRA)

 An IRA Is a tax-advantaged individual retirement account

e MERS IRA Is available to ALL current and former
employees of any Michigan municipality

e Spouses may also be eligible
« No employer adoption is required
 You decide how much to contribute
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457 and IRA - Comparison

457 IRA



Tax Comparison

457 & IRA 457 & IRA HCSP
Traditional Roth Pre-Tax

: : : Before money is taxed After money is taxed Before money is taxed
Contributions go in

(pre-tax) (post-tax) (pre-tax)
Tax-deferred Tax-free Tax-free
Savings grow (earnings will be taxed (if qualified, earnings (if qualified, earnings
upon withdrawal) not taxed) not taxed)
Taxed upon Tax-free Tax-free

Withdrawals withdrawal (if qualified) (if qualified)
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Requesting Withdrawals

Payment Intervals

(Installments) Lump Sum

e Choose from e A one-time payment or
« Monthly rollover
e Quarterly * Full amount (may be
« Semi-annually subject to tax)

. Annually e Partial amount
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Supplemental Savings Options




Using Your
Online Account

empower.com/MERS




37

FOR ILLUSTRATIVE PURPOSES ONLY.



38

FOR ILLUSTRATIVE PURPOSES ONLY.



Planning ahead

FOR ILLUSTRATIVE PURPOSES ONLY.
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Key Resources
and Actions To
Take Today




Resources
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Actions To Take Today

Learn more about Medicare options

Explore plans offered through the
private health care exchange

Create your online account(s)

Talk to your employer about HCSP

Consider saving more in a 457 or IRA
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MERS of Michigan

1134 Municipal Way
Lansing, M|l 48917

800.767.6377
www.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.



	Health Care in Retirement:�What to Expect and How to Prepare
	Slide Number 2
	1 in 3 Americans �lack confidence in affording health care throughout retirement.
	Retiree Health Care Considerations
	Out-of-Pocket Costs with Medicare 
	Slide Number 6
	Health Care Costs Impact on Retirement
	Medicare Basics
	Medicare Overview 
	Enrollment Period
	What’s Covered
	What’s Covered
	What’s Covered
	Understanding Medicare Part D
	Learn More About Medicare
	Private Health Care Exchange for Retirees
	What is a Private Exchange?
	Aptia365
	Advantages for Retirees
	Learn More About Aptia
	Bridging�the Gap
	Options to Save for Retiree Health Care
	How HCSP Works  
	Benefits of Tax-Free Savings 
	Who Can Use Your HCSP Account
	Eligible Expenses
	Reimbursement & Payment Options
	View This Guide
	Supplemental Savings Options
	457 Program 
	Individual Retirement Account (IRA)
	457 and IRA - Comparison
	Tax Comparison
	Requesting Withdrawals
	Supplemental Savings Options
	Using Your Online Account
	Slide Number 37
	Slide Number 38
	Planning ahead
	Slide Number 40
	Slide Number 41
	Key Resources   and Actions To Take Today
	Resources
	Actions To Take Today
	MERS of Michigan

