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FPA website educates consumers, advisers about health-care costs

By Rick Miller 

October 4, 2004

 

CHICAGO - The Financial Planning Association sees a dire need to educate consumers and advisers about health-care costs - and its efforts are just beginning.

The Atlanta- and Denver-based association's campaign began late last month with the launch of a website, planfor-
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yourhealth.com, designed to help consumers understand the connection between health benefits and financial planning.

But FPA president Elizabeth Jetton said she expects that advisers will use the site for health benefits testing and to make sure they are "asking enough of the right questions."

"It was frankly eye-opening to me," she said of the site, which was launched in partnership with Aetna Inc. of Hartford, Conn. 

"I personally don't think we do as good a job as we need to be doing on addressing health-care costs with our clients, particularly retiring clients," Ms. Jetton said. "I think we are at the beginning of really needing to address this as a distinct issue that we put professional attention on."

She said the website is a first step in educating advisers on elder-care and health-care 

issues. There is talk of offering additional web-based courses and of devoting more attention to the topic at the FPA's retreats and annual conference, and Ms. Jetton herself gives presentations on the subject. 

Escalating costs

She has experienced the strains of health-care costs firsthand. 

Her parents, both in their mid-80s, thought they had enough retirement income to cover their expenses. Then her father had open-heart surgery, and her mother developed heart troubles.

"I get a call saying, 'We need you to start sending us more income because our medical bills have just gone up $400 a month,'" Ms. Jetton said.

"I think it is going to be one of the most critical aspects of our professional development, paying more attention to health-care costs, how people handle it before retirement and then what their options are in retirement," she added.

Fidelity Investments in Boston estimates that a person turning 65 needs $175,000 to cover much of what Medicare doesn't cover. That factors in premiums for Medicare's physician and prescription coverage, a supplemental health insurance policy, as well as other out-of-pocket deductibles and non-covered prescription costs. 

Long-term-care insurance and services aren't included.

"It is a grim situation for a lot of people out there," said Gordon Tiffany, a certified financial planner and director of financial and retirement planning for ICMA Retirement Corp. in Washington. "Most people are not saving enough for their basic expenses, much less health care."

For those who are 55, the Employee Benefit Research Institute in Washington estimates that they will need to save between $151,000 and $550,000 for similar coverage - a range that depends on whether the individual lives to age 80 or 100. EBRI factors in a 7% increase in supplemental "Medigap" premiums and other costs.

"I don't think that financial advisers really think about this in isolation," said Paul Fronstin, director of EBRI's health research and education program. "They are thinking more about how much money you'll need as a percentage of your income when you retire, and how to meet that goal, rather than just focusing in on the health part."

Health savings accounts

From a planning perspective, some advisers urge use of the nascent health savings accounts. HSAs allow those who elect to purchase high-deductible health insurance to save up to several thousand dollars annually on a tax-free basis, particularly if the money isn't used to pay for current expenses.

"I tell my clients that if they have any means, any ability, to get an HSA or have an HSA for their office, they should by all means do it," said Steven Podnos, a CFP and president of Wealth Care LLC in Merritt Island, Fla. He is also a medical doctor practicing about 15 hours a week. 

"You're always better off in terms of total out-of-pocket expenses by [paying for them] with an HSA than without an HSA," he said.

But because of contribution restrictions, EBRI reports that the amount that can be saved in an HSA is limited. 

A person contributing $1,000 a year starting in 2007 and making catch-up contributions, for example, can accumulate $23,000 after 10 years, $47,000 after 20 years, $81,000 after 30 years and $127,000 after 40 years, according to EBRI. The calculations are based, in part, on a 5% average annual rate of return.

The HSA could be improved if it had higher savings limits or was no longer linked to high-deductible plans, said Brad Kimler, senior vice president of Fidelity's health and welfare consulting group.

"A lot of people don't even recognize the $175,000 [in costs], much less have a tax-deferred ability to save for it," he said.

The accounts are a way to get people to view health care less as entitlement and more from a consumer, price-sensitive mind-set, experts said.

"The public mind-set has to switch from one where health care is a right and supposed to be free to, 'Gosh, that's my money,'" said Gregory W. Kasten, president of Unified Trust Co. NA in Lexington, Ky., and a former anesthesiologist. 

If that occurred, "the inflation rate for health care, I believe, would slow dramatically, and we wouldn't be looking at these 10%, 15%, 20% annual increases every year," he said.

Meanwhile, advisers think they will need to point out to clients the cost of unhealthy living.

"My suggestion is to take care of your health now; stop smoking, get your weight under control," Mr. Tiffany said.

"You are not going to be able to afford to have real bad habits anymore," Ms. Jetton said. "I think financial planners do get involved in those conversations." 
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