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Hope you have a happy Halloween.
Can you believe the holidays are
quickly approaching. Make sure to
be good, Santa is watching! A few of
you might be in trouble this year. :)

Brian

One of the most confusing Medicare provisions
is the prescription drug coverage gap, often
called the "donut hole." It may be clearer if you
consider the gap within the annual "lifecycle" of
Medicare Part D Prescription Drug Coverage.
This also applies to drug coverage that is
integrated into a Part C Medicare Advantage
Plan.

Annual deductible. Prescription drug plans
typically have an annual deductible not
exceeding $405 in 2018. Before reaching the
deductible, you will pay the full cost of your
prescriptions, although you may receive
negotiated discounts.

Initial coverage period. After you meet the
annual deductible, your plan will pay a portion
of your prescription drug costs, and you will
typically have a copayment or coinsurance
amount. A 25% coinsurance amount is the
standard coverage required by Medicare, but
most plans have different levels or "tiers" of
copayments or coinsurance for different types
of drugs.

Coverage gap. When you and your plan
combined have spent a specified amount on
drugs for the year ($3,750 in 2018), you enter

the coverage gap. In 2018, you pay 35% of
your plan's price for covered brand-name
prescription drugs and 44% of the price for
generic drugs. The gap is closing over the next
two years (see chart).

You remain in the coverage gap until you reach
an annual out-of-pocket spending limit ($5,000
in 2018). Spending that counts toward the limit
includes your deductible, copay, and
coinsurance; the manufacturer's discount on
brand-name drugs in the coverage gap; and
your out-of-pocket payments in the gap. It does
not include your premiums, the amount the plan
pays, or your payments for noncovered drugs.

Catastrophic coverage. Once you have
reached the out-of-pocket limit, you receive
catastrophic coverage with much lower
payments. In 2018, you would pay the greater
of 5% of drug costs or $3.35/$8.35 for each
generic and brand-name drug, respectively.

Some plans have more generous coverage in
the gap. You may be able to avoid the
coverage gap by using generic medicine, when
appropriate, to lower your drug costs.

For more information, see Medicare.gov.
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Building Confidence in Your Strategy for Retirement
Each year, the Employee Benefit Research
Institute (EBRI) conducts its Retirement
Confidence Survey to assess both worker and
retiree confidence in financial aspects of
retirement. In 2018, as in years past, retirees
expressed a higher level of confidence than
today's workers (perhaps because "retirement"
is less of an abstract concept to those actually
living it). However, worker confidence seems to
be on the rise, while retiree confidence is on the
decline. A deeper dive into the research reveals
lessons and tips that can help you build your
own retirement planning confidence.

Create a foundation of predictable
sources of income
Workers surveyed expect to rely less on
traditional sources of guaranteed income — a
defined benefit pension plan and Social
Security — than today's retirees. More than 40%
of retirees say that a traditional pension plan
provides them with a major source of income,
and 66% say that Social Security is a primary
source. Yet just one-third of today's workers
expect either a pension or Social Security to
play a big role.

Understand how Social Security works.
Although nearly half of today's workers say they
have considered how their Social Security
claiming age could affect their benefit amount,
the median age at which they plan to claim
benefits is 65. Moreover, less than a quarter of
respondents say they determined their future
claiming age with benefit maximization in mind.
Why does this matter? It's because the vast
majority of today's workers won't be able to
collect their full Social Security retirement
benefit until sometime between age 66 and 67,
depending on their year of birth. Claiming
earlier than that results in a permanently
reduced benefit amount. To help ensure you
make the most of your Social Security benefits,
take the time to understand the ramifications of
different claiming ages and strategies before
making any final decisions.

Consider creating your own "pension"
income. Eight in 10 workers in the EBRI survey
hope to use their defined contribution plan
assets [e.g., 401(k) or 403(b)] to purchase a
product that will provide a guaranteed stream of
income during retirement. Depending on
individual circumstances, this could be a wise
move. To help provide yourself with a steady
stream of income, you might consider
annuitizing a portion of your retirement plan
assets or purchasing an immediate annuity,

a contract that promises to pay you a steady
stream of income for a fixed period of time or
for life in exchange for a lump-sum payment.1

When combined with your Social Security
benefits, the payments received from an
immediate annuity can help ensure that your
everyday "fixed" expenses are covered. Any
additional assets can then be earmarked for
future growth potental and "extras," such as
travel and entertainment.

Pay attention to your health — and
health-care costs
Health. The EBRI survey revealed a correlation
between health and retirement planning
confidence. For example, 60% of today's
workers who are confident in their retirement
prospects also report being in good or excellent
health, while only a little more than a quarter of
those who are not confident report similar levels
of health. Moreover, 46% of retirees who say
they are confident also say they are in good
health, compared with just 14% of those who
are not confident.

The lesson here is pretty straightforward:
Healthy habits may pay off in healthy levels of
confidence. Eat plenty of fruits and vegetables,
exercise, get enough sleep, and take steps to
minimize stress. And don't skip important
preventive checkups and lab tests. Keep in
mind that even the most diligent savings
strategies can be thrown off track by
unexpected medical costs.

Health-care costs. The percentage of retirees
who are at least somewhat confident that they
will have enough money to cover medical
expenses in retirement has dropped from 77%
in 2017 to 70% in 2018. And four out of 10
retirees say that health-care expenses are at
least somewhat higher than they expected.
However, retirees who have estimated their
health-care costs (39% of respondents) are
more likely to say their expenses are about
what they expected them to be. On the other
hand, just 19% of workers have calculated how
much they will need to cover their health
expenses in retirement.

If you have not yet thought about how much of
your retirement income may be consumed by
health-care costs, now may be the time to start
doing so. Having at least a general idea of what
your medical expenses might be will help you
more accurately project your overall retirement
savings goal.

In 2018, 64% of workers
surveyed were either
somewhat or very confident
in their ability to afford
retirement, up from 60% in
2017. Among retirees
surveyed in 2018, 75% were
confident, down from 79% in
2017.

Source: 2018 Retirement
Confidence Survey, EBRI
1 Guarantees are contingent
on the claims-paying ability
and financial strength of the
annuity issuer. Generally,
annuity contracts have fees
and expenses, limitations,
exclusions, holding periods,
termination provisions, and
terms for keeping the
annuity in force. Most
annuities have surrender
charges that are assessed if
the contract owner
surrenders the annuity.
Withdrawals of annuity
earnings are taxed as
ordinary income.
Withdrawals prior to age
59½ may be subject to a
10% federal income tax
penalty.
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Take Charge of Your Student Debt Repayment Plan
Outstanding student loan debt in the United
States has tripled over the last decade,
surpassing both auto and credit card debt to
take second place behind housing debt as the
most common type of household debt.1 Today,
more than 44 million Americans collectively
owe more than $1.4 trillion in student debt.2
Here are some strategies to pay it off.

Look to your employer for help
The first place to look for help is your employer.
While only about 4% of employers offer student
debt assistance as an employee benefit, it's
predicted that more employers will offer this
benefit in the future to attract and retain talent.

Many employers are targeting a student debt
assistance benefit of $100 per month.3 That
doesn't sound like much, but it adds up. For
example, an employee with $31,000 in student
loans who is paying them off over 10 years at a
6% interest rate would save about $3,000 in
interest and get out of debt two and a half years
faster.

Understand all your repayment options
Unfortunately, your student loans aren't going
away. But you might be able to choose a
repayment option that works best for you. The
repayment options available to you will depend
on whether you have federal or private student
loans. Generally, the federal government offers
a broader array of repayment options than
private lenders. The following payment options
are for federal student loans. (If you have
private loans, check with your lender to see
which options are available.)

Standard plan: You pay a certain amount each
month over a 10-year term. If your interest rate
is fixed, you'll pay a fixed amount each month; if
your interest rate is variable, your monthly
payment will change from year to year (but it
will be the same each month for the 12 months
that a certain interest rate is in effect).

Extended plan: You extend the time you have
to pay the loan, typically anywhere from 15 to
30 years. Your monthly payment is lower than it
would be under a standard plan, but you'll pay
more interest over the life of the loan because
the repayment period is longer.

Example: You have $31,000 in student loans
with a 6% fixed interest rate. Under a standard
plan, your monthly payment would be $344,
and your total payment over the term of the
loan would be $41,300, of which $10,300 (25%)
is interest. Under an extended plan, if the term
were increased to 20 years, your monthly
payment would be $222, but your total payment
over the term of the loan would be $53,302, of
which $22,302 (42%) is interest.

Graduated plan: Payments start out low in the
early years of the loan, then increase in the
later years of the loan. With some graduated
repayment plans, the initial lower payment
includes both principal and interest, while under
other plans the initial lower payment includes
interest only.

Income-driven repayment plan: Your monthly
payment is based on your income and family
size. The federal government offers four
income-driven repayment plans for federal
student loans only:

• Pay As You Earn (PAYE)
• Revised Pay As You Earn (REPAYE)
• Income-Based Repayment (IBR)
• Income-Contingent Repayment (ICR)

You aren't automatically eligible for these plans;
you need to fill out an application (and reapply
each year). Depending on the plan, your
monthly payment is set between 10% and 20%
of your discretionary income, and any
remaining loan balance is forgiven at the end of
the repayment period (generally 20 or 25 years
depending on the plan, but 10 years for
borrowers in the Public Service Loan
Forgiveness Program). For more information on
the nuances of these plans or to apply for an
income-driven plan, visit the federal student aid
website at studentaid.ed.gov.

Can you refinance?
Yes, but only with a new private loan. (There is
a federal consolidation loan, but that is
different.) The main reason for trying to
refinance your federal and/or private student
loans into a new private loan is to obtain a
lower interest rate. You'll need to shop around
to see what's available.

Caution: If you refinance, your old loans will go
away and you will be bound by the terms and
conditions of your new private loan. If you had
federal student loans, this means you will lose
any income-driven repayment options.

Watch out for repayment scams
Beware of scammers contacting you to say that
a special federal loan assistance program can
permanently reduce your monthly payments
and is available for an initial fee or ongoing
monthly payments. There is no fee to apply for
any federal repayment plan.
1 New York Federal Reserve, Quarterly Report on
Household Debt and Credit, February 2018

2 CFPB, Innovation Highlights: Emerging Student
Loan Repayment Assistance Programs, August 2017

3 Society for Human Resource Management, October
2, 2017

If you have federal student
loans, you aren't
automatically eligible for an
income-driven repayment
plan — you have to fill out an
application (and reapply
each year).
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Should I enroll in a health savings account?
A health savings account
(HSA) is a tax-advantaged
account that you can establish
and contribute to if you are
enrolled in a high-deductible

health plan (HDHP). Because you shoulder a
greater portion of your health-care costs, you'll
usually pay a much lower premium for an
HDHP than you would pay for traditional health
insurance. This allows you to contribute the
premium dollars you're saving to your HSA.
Then, when you need medical care, you can
withdraw HSA funds to cover your expenses, or
opt to pay your costs out-of-pocket if you want
to save your account funds. An HSA can be a
powerful savings tool, especially if your health
expenses are relatively low, since you may be
able to build up a significant balance in your
HSA over time. Before you enroll in an HSA,
ask yourself the following questions:

What will your annual out-of-pocket costs be
under the HDHP you're considering? Estimate
these based on your current health expenses.
The lower your costs, the easier it may be to
accumulate HSA funds.

How much can you afford to contribute to your
HSA every year? Contributing as much as you

can on a regular basis is key to building a
cushion against future expenses. For 2018, you
can contribute up to $3,450 for individual
coverage and $6,900 for family coverage.

Will your employer contribute to your HSA?
Employer contributions can help offset the
increased financial risk that you're assuming by
enrolling in an HDHP rather than traditional
employer-sponsored health insurance.

Are you willing to take on more responsibility for
your own health care? For example, to achieve
the maximum cost savings, you may need to
research costs and negotiate fees with health
providers when paying out-of-pocket.

How does the coverage provided by the HDHP
compare with your current health plan? Don't
sacrifice coverage to save money. Read all
plan materials to make sure you understand
benefits, exclusions, and all costs.

What tax savings might you expect? HSA funds
can be withdrawn free of federal income tax
and penalties provided the money is spent on
qualified health-care expenses. Depending on
the state, HSA contributions and earnings may
or may not be subject to state taxes. Consult
your tax adviser for more information.
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