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    Many of you rely on Social Security and Medicare to provide for benefits in retirement,  and there are some things you should know.  Both programs are:
1) already running out of money
2) expected to explode in terms of future liabilities with the baby boomers entering retirement
3) not going to exist as they do now if you are retiring in ten or more years.

    Of the two programs,  Social Security gets more publicity but Medicare is in far worse shape.  Social Security is funded by direct taxes that every worker pays.  Estimates of how long the program will remain solvent range from 10-30 years, although these estimates must be viewed with some doubt as the proportion of taxpayers to Social Security recipients keeps dropping.  Medicare is mostly funded from general tax revenues, (other than 25% of the small Part B and D programs which are funded directly from Social Security or individual payments).  The Medicare program is exploding in cost, certainly not helped by the recent addition of drug coverage (Part D). Causes include increasingly long life expectancies and very expensive new drugs and medical technologies. As with Social Security, every year there are fewer workers paying into the system in proportion to each recipient.  The oncoming entry of baby boomers (with their high expectations and relatively litigious behavior) is expected to be a major blow to the program’s solvency. Experts suggest that the ability to pay for Medicare as it currently exists will cease within the next decade. 
    The government has acknowledged the coming problem in several ways, but perhaps we are not listening:

1.  Social Security payments are already taxed as income for the vast majority of recipients who have any even minimal outside income in retirement.  This is the first step towards “mean testing” Social Security, i.e. having it paid only to the poorest of our retirees. 
2. Health Savings Accounts were created expressly to provide funds for medical care in retirement, with the understanding that Medicare will not be around in the same form and coverage as today.  
3. This year, for the very first time, Medicare premiums are being "means tested," so that recipients with any substantial income pay higher fees for the program. 
 Make no mistake, all of these facts point to a world in which Social Security and Medicare will exist only as emergency programs only for the very poor.
     If you are not planning to be poor and intending to retire some day-it is time to wake up and plan.  Steps to take:

1) Save at least 15-20% of your income, preferably on a tax deferred basis (retirement plans, IRAs).
2) Look into Health Savings Accounts combined with High Deductible Health Insurance Plans
3) Generate some assumptions about how much your savings might grow and what your future expenses will be.

4) Be realistic about how government transfer payments may not “be there” during your retirement years.

