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Retirement planning once meant ensuring that you would have enough money to live on, 
as well as to travel and participate in the activities you've always wanted to do once you 
stopped working. 

While health care was important, you took it for granted that your employer would 
provide you with retiree health care benefits and you would be eligible for Medicare 
when you turn 65. 

How things have changed. 

While Medicare is still around and is instituting a new prescription drug benefit, the 
number of cornorations offering retiree health benefits is shrinking, and those that do - 
offer the perks are putting more costs on the shoulders of retirees. 

"Workers should not bank on retiree health insurance any more than they should bank on 
retiree pensions," says Bryan Clintsman, a certified financial planner at Clintsman 
Financial Planning in Southlake. "More proof that society is passing the burden of more 
and more retirement expenses onto retirees." 

That means that there's an extra wony to think about during retirement planning. 

"Review your retirement planning," says Michael Busch, a certified financial planner and 
president of Vogel Financial Advisors in Dallas. "Many projections don't adequately 
consider health care costs. It is important to begin planning now for how you will cover 
your health care costs in retirement. The sooner you put a plan into place, the better off 
you will be." 

The toughest part about figuring out how much to save for health care expenses during 
retirement is you're dealing with a huge unknown moving target. 
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Pat and ~ r e z ~ i s c h  say it  dldn't occur to them to set m d e  retlrernent savings spec~fically for health care 

You can't predict what illnesses you'll develop or what complications might arise to 
aggravate current ailments. 

But with some planning, you can at least build a comfortable enough financial cushion to 
see you through the tough times, since fewer companies are offering retiree health care 
benefits. 

The average 65-year-old couple retiring today will need about $190,000 to cover medical 
costs over the next 15 to 20 years, according to Fidelity Investments. 

That assumes no employer-provided retiree health coverage and life expectancies of 15 
years for the husband and 20 years for the wife. 

"Medical care is likely to be the largest expense in retirement and the largest unknown," 
says Bob Carlson, editor of Retirement Watch, a monthly newsletter. "In addition, both 
government and employers are shifting medical expenses to individuals. The [baby] 
boomers must be prepared to pay most of these expenses over time, regardless of what 
their current benefit plans indicate." 

Tough choices 

During his working years, Fred Busch didn't have the luxury of looking forward to retiree 
medical benefits because his employer, an electronics firm, didn't offer them. 

It didn't occur to the now-retired program manager and his wife, Pat, to earmark a 
specific fund that would hold savings for medical costs in retirement. 

"I didn't set aside specifically for it," says Mr. Busch of Plano, who just turned 65 and is 
in the process of applying for Medicare. 

Preserving their health coverage has always been important to Mr. Busch and his wife, 
who's six years younger than he. 



Mrs. Busch, who owned a lactation consulting business, has always been covered by her 
husband's insurance policy. 

"We've always had insurance," Mr. Busch says. "It's been an issue all along but not a 
serious one until we approached retirement." 

Mr. Busch, who retired in July, has been covered by a health insurance policy that's due 
to run out next month, forcing him and his wife to make some tough choices. 

Mrs. Busch decided to close her business and return to work as a nurse to get health 
coverage. 

The Busches are like many workers when it comes to factoring health care into retirement 

"Most employees have not really baked it into their retirement calculations," says Marc 
Hallee, senior vice president of health and welfare consulting at Fidelity Human 
Resources Services Co., the arm of Fidelity Investments that serves employers. 

Getting started 

Here's how to get started: 

Get familiar with your family's health history and assess your own health. If you have a 
serious chronic condition or a strong likelihood of developing one, factor that in when 
determining how much you should save. 

"Recognize that most health care costs are out of your control," says Michael Busch, the 
Busches' son and a certified financial planner and president of Vogel Financial Advisors 
in Dallas. 

"Learn to control what you can, like your lifestyle. If you take good care of yourself, stop 
smoking, eat right, exercise, get enough rest and see your doctor regularly, you are likely 
to spend less on health care over your lifetime." 

If you're planning to retire before age 65, when you'll be eligible for Medicare, make 
sure you can be covered by your spouse's insurance policy. Don't leave yourself exposed 
without health insurance. 

"They will want to have a larger war chest for their needs," says Robert Hurley, vice 
president of strategic operations at eHealthInsurance.com, an insurance shopping Web 
site. 

Create a separate fund to stockpile cash for future health care expenses. A health 
savings account would be a good vehicle. The money is withdrawn tax-free if it's used for 
health care expenses. 
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Congress created the HSA to encourage private health care savings. 

"In essence, they are like a health care IRA because money is put into them, grows tax- 
deferred, then can be taken out tax-free for any health care expenses," says Bryan 
Clintsman, a certified financial planner at Clintsman Financial Planning in Southlake. 

Make sure you get the biggest bang for your retirement-savings buck. Although it may 
cross your mind to buy a "specified disease" policy, such as cancer insurance, this isn't 
the best use of your money. 

"You buy insurance against everything that could happen comprehensively, not a policy 
just to cover cancer," says J. Robert Hunter, director of insurance for the Consumer 
Federation of America and former Texas insurance commissioner. "That's a bad way to 
buy insurance." 

Use your professional connections. If you're a member of a labor union or a 
professional association, check to see if group health insurance policies are available 
through the organization. 

Make sure you address long-term care needs. 

"Are your assets sufficient enough to cover an extended period of nursing home or home 
health care, which are not covered by traditional health insurance or Medicare?" Mr. 
Busch says. 

Be flexible with your retirement plans. 

"If you are not eligible for retirement benefits through your employer or you do not have 
enough saved to cover your health care cost, you may delay retirement or consider apart- 
time position or self-employment to offset future health care costs and to obtain and 
maintain cost-effective coverage until you are eligible for Medicare," says Viktor Szucs, 
a certified financial planner at Quest Capital Management in Dallas. 

Even if your company offers retiree health care benefits, it could change its policies and 
eliminate those benefits by the time you retire. 

"Saving enough isn't always practical," Mr. Szucs says. "Pre-retirees and retirees alike 
need to have a back-up plan in place in case their health care or other expenses take a 
sudden unexpected increase." 
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