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Updates for Successful Retired Planning Kit: What You Need to Know!
Updated November 2011-12
PRIVATE RETIREMENT PLANS

Individual-Retirement Accounts 
The Roth IRA 

1. Do you have earned income? 

2. Are you single with a Modified Adjusted Gross Income (MAGI) below $125,000 OR married with a joint MAGI below $183,000 (2012 tax year)? 

If you answered "yes" to both of these questions you are eligible to start contributing to a Roth IRA. 
IRC Section 403(b) Tax-Sheltered Annuities (TSAs)

An IRC 403(b) Tax-Sheltered Annuity (TSA) is a retirement plan for nonprofit organizations such as schools, hospitals or social service agencies.  These plans allow you to set aside a portion of your pay before taxes (up to $17,000 a year).  The money invested in a TSA grows free from taxation until such time as you withdraw the money.

Withdrawing money from your 403(b) plan before age 59½ is generally prohibited.  But there are exceptions (hardship, purchase of a primary residence, or college tuition).  If you qualify for a hardship withdrawal, you will still pay a 10% early withdrawal penalty plus regular income taxes. 

Employees can participate in a 403(b)(7) mutual fund program (if available).  The performance of these qualified mutual funds appears to closely follow the performance of their respective non-qualified mutual fund counterparts.  There are a number of good mutual fund surveys that evaluate the historical performance of these types of funds and their related expenses.  Mutual funds are a common investment, however, unlike the fixed insurance contract there are no guarantees of return.  Investments that mirror the qualified mutual fund earnings can also be incorporated in a TDA product to provide additional flexibility and investment options to a participant.

CATCH-UP AMOUNTS
Plans may permit one or both of the following catch-up provisions. Note: Catch-up contributions must be applied first to the years-of-service catch-up limits (for employees with 15 years of service) before being applied to the Age-50 catch-up. 
Years of Service Catch-Up — this catch-up is available through certain employers.  Limited to the least of: 

- $3,000 
- $15,000 less previously excluded special catch-ups

- $5,000 multiplied by years of service minus previously excluded deferrals
Age-50 Catch-Up — this $5,500 per year catch-up is available for any participant who has attained age 50 or more by December 31st.  This catch-up cannot exceed the employee’s includible compensation.

PERSONAL SAVING ACCOUNTS

Most retirees hold more cash in bank accounts due to the safety of the deposits (e.g., they will not lose money like the stock market).  The most common type offered by credit unions or bans are certificate of deposits, money market accounts, and passbook savings accounts.  All are generally insured up to $250,000 by the Federal Deposit Investment Corporation (FDIC) for all deposits at one institution.

Certificate of Deposit

A certificate of deposit (CD) is a special type of deposit account with a bank or savings institution that typically offers higher rates of interest than a regular savings account.  Unlike other investments, CDs are protected by federal deposit insurance up to $250,000.

SOCIAL SECURITY

Can I keep a job even after I start collecting retirement, dependents, or survivors benefits?

Yes, and many people do just that. People who are past full retirement age may work and earn any amount without losing any of their Social Security benefits.

However, people who collect Social Security before the year in which they reach full retirement age will lose one dollar of those benefits for every two dollars they earn over a set yearly limit.  For the year 2012, that limit is $14,640.  The limit applies only to earnings from work; it does not apply to income from such things as savings, investments, pensions, or rental property. In other words, earnings from these sources will not affect your Social Security benefits.

The Social Security Administration has added a special twist for the year in which you reach full retirement age.  During the months of that year that are prior to your birthday, you will lose one dollar of benefits for every three dollars you earn over a set yearly limit.  For the year 2012, that limit is $38,880 (counting only earnings from the months prior to your birthday).  After your birthday, you can earn any amount of money without losing benefits.

MEDICARE 
Medicare is an entitlement program funded primarily by payroll taxes.  Age and work history determine eligibility. U.S. citizens 65 years and older qualify for Medicare coverage. Many other residents also qualify, although non-citizen eligibility rules have been tightened in recent years. 

Medicare serves over 47 million beneficiaries at an annual cost exceeding $462 billion in 2011, according to the Centers for Medicare & Medicaid Services, the agency responsible for administering both Medicare and Medicaid. 

There are currently four parts to Medicare coverage.  

· Part A is known as Hospital Insurance and is free to people at age 65 and older who have contributed to the Federal Insurance Contribution Act (FICA) over their working years.  Those covered by Medicare Part A insurance must pay an initial amount towards their hospital bill before Medicare coverage kicks in.  This amount, known as the hospital deductible, rises every January 1. 

· Part B has much simpler eligibility requirements.  Part B is insurance that pays for Basic Medical Services provided by physicians, clinics and laboratories after a deductible that rises each January 1.  Part B is not free; participants pay a monthly premium that rises every January 1.  

· Part C, known as “Medicare Advantage,” is an option that can replace Parts A and B.  

· Part D is the Medicare Prescription Drug Plan.  

Medicare by no means pays for all medical-related expenses.  It usually covers only about half of such costs.  For this reason, many of those eligible for Medicare have chosen to purchase supplemental coverage, also known as "Medicare Supplement" (or Medigap) insurance.  Such policies pay for many medical-related expenses that are not reimbursed by Medicare.

Medicare Medical Insurance Benefits Part B Premium

Most people pay the standard Part B premium each month.  Some people may pay a higher premium based on their income.  Your modified adjusted gross income is your adjusted gross (taxable) income plus your tax exempt interest income.  The Part B premium is increased each year, if necessary, to fund about 25% of the projected cost of Part B.

	Part B Monthly Premium (2012)
	File Single Tax Return
	File Joint Tax Return

	$99.90
	$85,000 or less
	$170,000 or less

	$139.90
	$85,001 - $107,000
	$170,001 - $214,000

	$199.80
	$107,001 - $160,000
	$214,001 - $320,000

	$259.70
	$160,001 - $214,000
	$320,001 - $428,000

	$319.70
	Above $214,001
	Above $428,001


Medicare Prescription Drug Plan (Part D)
The Medicare Prescription Drug, Improvement and Modernization Act of 2003 added Part D.  Medicare Part D pays for outpatient prescription drugs.  The plan starts out with a $320 deductible in 2012 and will pay:

· 75% of the next $2,610 spent;

· Nothing for the next $3,727.50 spent*; and

· 95% for total out-of-pocket drug costs over $4,700.00.

The deductible and cost-sharing limits can, and probably will, be adjusted in future years.  Part D enrollees receive a 50% discount on the total cost of their covered brand-name prescription drugs and a 14% discount of the total cost of covered generic drugs while in the donut hole.
The Medicare Part D premium averages $32.00 per month.  Some plans are available under $30 per month, but compare coverages from insurers like Blue Cross Blue Shield, UnitedHealth Care, and Aetna.  If an eligible Medicare beneficiary puts off getting the Medicare Part D beyond the initial enrollment date, that individual will have to pay a higher monthly premium.  

*Note: the 50% discount paid by the drug company counts as out-of-pocket spending.
Part D Charts

The next two pages provide a visual aspect of what you pay and what Medicare pays for prescription drugs under the Part D program.  The first page applies to 2011 amounts; the second page applies to 2012 amounts.

	Medicare Part D Coverage for 2011

	
	
	Unlimited Coverage at 95%.

Once $4,550 in out-of-pocket expenses have been spent, the Medicare plan will cover 95% of your drug costs.



	
	“Doughnut Hole”

After your total drug costs reach $2,840, you are responsible for all your drug costs up to $6,447.50 ($3,607.50).



	
	($632.50)
	After the deductible, Medicare Plan covers 75% of the next $2,530 of your drug costs ($1,897.50).



	
	You have a $310 calendar year deductible.


	
	You Pay
	
	Medicare Plan Pays


	Medicare Part D Coverage for 2012

	
	
	Unlimited Coverage at 95%.

Once $4,700 in out-of-pocket expenses have been spent, the Medicare plan will cover 95% of your drug costs.



	
	“Doughnut Hole”

After your total drug costs reach $2,930, you pay 50% of the covered brand-name drugs and 86% of the covered generic drugs.  
[Note that the shared cost of brand-name drugs (e.g., the amount you and the drug company pays) counts as out-of-pocket spending.]


	
	($652.50)
	After the deductible, Medicare Plan covers 75% of the next $2,610 of your drug costs ($1,957.50).



	
	You have a $320 calendar year deductible.


	
	You Pay
	
	Medicare Plan Pays


MEDICARE SUPPLEMENT INSURANCE
Medicare usually covers only about half of the covered medical costs of America's senior citizens. In some cases, no additional coverage is necessary, such as for those who are eligible for Medicaid.  However, most people feel more comfortable if they have a health plan that will supplement the protection available via traditional Medicare.  Those health plans may be available from your school district or your spouse's employer if you are married.  It may also be available through a Medicare Advantage plan that limits services to a select panel of hospitals and doctors. 

Many individuals, however, find themselves in need of a new insurance plan – a Medicare supplement (or Medigap) plan – that fills in the gaps left by Medicare.  Here are some factors to consider when shopping for Medicare supplement insurance: 

· Premium prices.  These can vary considerably between insurance carriers for the same coverage due to different factors.  Some plans offer discounts to attract younger participants.  Often these discounts disappear after a few years, leaving the older member to pay higher premiums.

· Community-rated pricing instead of attained age.  Premiums for attained-age policies can balloon when the insured turns 75 or 80. 

· Pre-existing condition clauses.  Typically, there is a six-month period before Medicare supplement coverage becomes effective for expenses caused by a pre-existing health condition. 

· Any special discounts or special benefits included with the coverage. 

CAUTION -- Medicare supplement insurance is best purchased within six months of turning 65 and enrolling in Medicare Part B.  During this six-month time frame, sometimes called "open enrollment," insurance companies selling Medicare supplement policies are legally required to accept anyone regardless of age or health condition.  While all companies do not exercise it, they have the right to turn down those who apply outside of open enrollment periods for any reason. 

Overview of Medicare Supplement Plans 

In 1990, Federal law standardized Medicare supplement insurance into 10 coverage plans, known as Plans A through J.  For Medicare supplement plans sold after December 31, 2005, the Medicare Modernization Act of 2003 (MMA) created two new plans, Plans K and L, and slightly changed some benefits for Plans H, I and J: MMA required the deletion of drug coverage in Plans H, I and J.  Beginning June 1, 2010, plans E, H, I, and J will be eliminated with the introduction of plans M and N.

Each lettered Medicare supplement plan provides different types and amounts of coverage.  Each state must allow the sale of Medicare Supplement Plan Option A, and all Medicare supplement insurers must make Medicare Supplement Plan Option A available.  

Plan A includes the following "basic" benefits package:

· Part A copayments plus coverage for 365 additional days after Medicare benefits end;

· Part B copayment (20% of Medicare-approved expenses); 

· The first three pints of blood each year; and

· All eligible hospice care and respite care expenses.

Massachusetts, Minnesota and Wisconsin, which had standardized Medicare supplement policies prior to 1990, were allowed to retain their own regulations and plan designs for insured plans filed within the state. 

Standard Medicare Supplement Plans 

According to the Consumers Union, Plan Options C and F are the most popular among seniors.  Companies marketing Medicare supplement plans are generally required to display benefits for the plans available in a standard chart format.  So that you will recognize the charts when you begin to receive materials from various insurance companies, illustrations appear at the end of this guide.  An outline of the plan options appear on the following two pages; detailed explanations of each plan are provided after the charts.

Outline of Medicare Supplement Coverage (Sold after June 1, 2010)

Plan Options A, B, C, D, and F
Basic Benefits included in ALL Program Options: 

	Hospitalization: 
	Part A copayment plus coverage for 365 additional days after Medicare benefits end. 

	Medical Expense: 
	Part B copayment (20% of Medicare-approved expenses). 

	Blood: 
	First three pints of blood each year. 

	Hospice Care:
	All eligible hospice care and respite care services.


 

	Plan A 
	Plan B 
	Plan C 
	Plan D 
	Plan F 

	Basic Benefits 
	Basic Benefits 
	Basic Benefits 
	Basic Benefits 
	Basic Benefits 

	
	
	Skilled Nursing Co-payment 
	Skilled Nursing  Co-payment 
	Skilled Nursing  Co-payment 

	
	Part A Deductible 
	Part A Deductible 
	Part A Deductible
	Part A Deductible

	
	
	Part B Deductible 
	
	Part B Deductible 

	
	
	
	
	Part B Excess (100%) 

	
	
	Foreign Travel Emergency 
	Foreign Travel Emergency 
	Foreign Travel Emergency 


Outline of Medicare Supplement Coverage (Sold after June 1, 2010)
Plan Options G, K, L, M, and N
Basic Benefits included in All Program Options: 

	Hospitalization: 
	Part A copayment plus coverage for 365 additional days after Medicare benefits end. 

	Medical Expense: 
	Part B copayment (20% of Medicare-approved expenses). 

	Blood: 
	First three pints of blood each year. 

	Hospice Care:
	All eligible hospice care and respite care services.


 

	Plan G
	Plan K
	Plan L
	Plan M
	Plan N

	Basic Benefits 
	50% Basic Benefits 
	75% Basic Benefits 
	Basic Benefits 
	Basic Benefits 

	Skilled Nursing  Co-payment 
	50% Skilled Nursing Co-payment 
	75% Skilled Nursing Co-payment 
	Skilled Nursing Co-payment 
	Skilled Nursing Co-payment 

	Part A Deductible
	50% Part A Deductible 
	75% Part A Deductible 
	50% Part A Deductible 
	Part A Deductible 

	
	
	
	
	

	Part B Excess (100%) 
	
	
	
	

	Foreign Travel Emergency 
	
	
	Foreign Travel Emergency 
	Foreign Travel Emergency 


PLAN A (the most basic policy) consists of these basic benefits: 

· Coverage for the Part A coinsurance amount (see insert for current amount) for the 61st through the 90th day of hospitalization in each Medicare benefit period.

· Coverage for the Part A coinsurance amount (see insert for current amount) for each of Medicare's 60 non-renewable lifetime hospital inpatient reserve days used. 

· After all Medicare hospital benefits are exhausted, coverage for 100% of the Medicare Part A eligible hospital expenses.  Coverage is limited to a maximum of 365 days of additional inpatient hospital care during the policyholder's lifetime. This benefit is paid either at the rate Medicare pays hospitals under its Prospective Payment System (PPS) or under another appropriate standard of payment for hospitals not subject to the PPS. 

· Coverage under Medicare Parts A and B for the reasonable cost of the first 3 pints of blood or equivalent quantities of packed red blood cells per calendar year unless replaced in accordance with federal regulations. 

· Coverage for the coinsurance amount for Part B services (generally 20% of approved amount; 50% of approved charges for outpatient mental health services) after the annual deductible is met. 

· Coverage for all Part A eligible hospice care and respite care services.

PLAN B includes the basic benefit plus: 

· Coverage for the Medicare Part A inpatient hospital deductible (see insert for current Part A deductible amount). 

PLAN C includes the basic benefit plus: 

· Coverage for the Medicare Part A deductible; 

· Coverage for the skilled nursing facility care coinsurance amount (see insert for current coinsurance amount); and

· Coverage for the Medicare Part B deductible (see insert for current Part B deductible amount).  80% coverage for medically necessary emergency care in a foreign country, after a $250 deductible. 

PLAN D includes the basic benefit plus: 

· Coverage for the Medicare Part A deductible; and 

· Coverage for the skilled nursing facility; care daily coinsurance amount.  80% coverage for medically necessary emergency care in a foreign country, after a $250 deductible.

PLAN F includes the basic benefit plus: 

· Coverage for the Medicare Part A deductible;

· Coverage for the skilled nursing facility care daily coinsurance amount;

· Coverage for the Medicare Part B deductible;

· Coverage for 80% of medically necessary emergency care in a foreign country, after a $250 deductible; and 

· Coverage for 100% of Medicare Part B excess charges.*

PLAN G includes the basic benefit plus: 

· Coverage for the Medicare Part A deductible; 

· Coverage for the skilled nursing facility care daily coinsurance amount;

· Coverage for 100% of Medicare Part B excess charges;* and

· Coverage for 80% of medically necessary emergency care in a foreign country, after a $250 deductible.

PLAN K pays 50% of the following expenses up to the annual Out-of-Pocket Limit ($4,660 in 2012):

· Basic Hospital Part A co-payments plus 365 additional days after Medicare payments end;

· Basic Medical Part B co-payments (20% of Medicare-approved expenses);* 

· First three pints of blood each year; 

· Skilled Nursing Facility Co-Insurance; and

· Part A Deductible.

PLAN L pays 75% of the following expenses up to the annual Out-of-Pocket Limit ($2,330 in 2012):

· Basic Hospital Part A co-payments plus 365 additional days after Medicare payments end;

· Basic Medical Part B co-payments (20% of Medicare-approved expenses)*;

· First three pints of blood each year; 

· Skilled Nursing Facility Co-Insurance; and

· Part A Deductible.

PLAN M includes the basic benefits plus:

· Coverage for 50% of the Medicare Part A deductible;

· Coverage for the skilled nursing facility care daily coinsurance amount;

· Coverage for 80% of medically necessary emergency care in a foreign country, after a $250 deductible.

PLAN N includes the basic benefits plus:

· Coverage for the Medicare Part A deductible;

· Coverage for the skilled nursing facility care daily coinsurance amount;

· Coverage for 80% of medically necessary emergency care in a foreign country, after a $250 deductible.

Plan N adds a new co–payment structure of $20 for each physician visit and $50 for each emergency room visit (waived upon admission to the hospital). 

*Note: Plan pays a specified percentage of the difference between Medicare's approved amount for Part B services and the actual charges (up to the amount of charge limitations set by either Medicare or state law). 

LONG-TERM CARE INSURANCE
LTC insurance is designed principally to provide a daily cash benefit to cover the costs of health care services provided in a nursing home, your own home, an assisted living facility, or an adult day care facility.  This type of insurance does not provide a benefit based upon one's ability to work.  Instead, it provides benefits based solely on one's ability to perform or not perform certain daily functions, known as “Activities of Daily Living” or “ADLs.”  The average annual cost for nursing home care in the United States is $87,235 (private room), according to the 2011 MetLife Market Survey of Nursing Home and Home Care Costs.

MOBILE HOMES
Mobile homes are a growth industry.  According to the Manufactured Housing Institute (MHI), mobile homes account for about 25 percent of new residential construction and home sales each year in the United States, and more than 10 percent of total housing. In many rural areas, the percentage is even higher.  Cost is a major benefit; according to the U.S. Census Bureau, the average price for a new single section manufactured home in 2010 is about $39,300 (double-section homes are larger at around 1,900 square feet of living space with a selling price of about $74,500).
ESTATE TAXES

How Estates Are Taxed 

Federal gift and estate tax law permits each taxpayer to transfer a certain amount of assets free from tax during his or her lifetime or at death.  (In addition, as discussed in the next section, certain gifts valued at $13,000 or less can be made that are not counted against this amount.)  The amount of money that can be shielded from federal estate or gift taxes is determined by the federal unified tax credit.  The credit is used during your lifetime when you make certain taxable gifts, and the balance, if any, can be used by your estate after your death. 

Keep in mind that while you can plan to minimize taxes, your estate may still have to pay some federal estate taxes.  What's more, your estate may be subject to state estate or inheritance taxes, which are beyond the scope of this pamphlet.  An estate planning professional can provide more information regarding state taxes.

Minimizing Estate Taxation 

There are a number of estate planning methods that can be used to minimize federal taxes on your estate.

· Giving away assets during your lifetime.  Federal tax law generally allows each individual to give up to $13,000 per year to anyone without paying gift taxes, subject to certain restrictions.  That means you can transfer some of your wealth to your children or others during your lifetime to reduce your taxable estate.  For example, you could give $13,000 a year to each of your children, and your spouse could do likewise (for a total of $26,000 per year to each child).  You may make $11,000 annual gifts to as many people as you wish.  You may also give your child or another person more than $11,000 a year without having to pay federal gift taxes, but the excess amount will count against the amount shielded from tax by your unified credit.  For example, if you gave your favorite niece $30,000 a year for the last three years, you would have reduced your unified credit by $60,000 (a $20,000 excess gift each year). 

Can't I just give all my property away before I die and avoid estate taxes?
· No.  The government long anticipated this one.  If you give away more than $13,000 per year to any one person or non-charitable institution, you are assessed federal "gift tax," which applies at the same rate as the estate tax.

· Making gifts of less than $13,000, however, can yield substantial estate tax savings if you keep at it for several years.  Some other kinds of gifts are exempt from the gift/estate tax as well.  You can give an unlimited amount of property to your spouse, unless your spouse is not a U.S. citizen, in which case you can give away up to $134,000 per year free of gift tax.  Any property given to a tax-exempt charity avoids federal gift taxes.  And money spent directly for someone's medical bills or school tuition is exempt as well.

IDENTITY THEFT
Between January and December 2010, Consumer Sentinel, the complaint database developed and maintained by the Federal Trade Commission (FTC), received over 1.3 million consumer fraud and identity theft complaints.  Consumers reported losses from fraud of more than $1.7 billion. 

