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As many as 62 percent of all individual 
bankruptcies are a result of medical expenses.”
“

Medical Expenses: Think Ahead 
by C.D. Moriarty

Serious diseases, surgeries, and 
long-term illness can strike any 
of us at anytime.  Having medical 

insurance helps but is not a guarantee 
of financial solvency.  

What is the number-one cause of 
most personal bankruptcies? Medi-
cal costs. As many as 62 percent of all 
individual bankruptcies are a result of 
medical expenses, according to a Har-
vard University study. This is one rea-
son why health insurance is such a hot 
political topic. 

But I wonder if anyone has looked 
deeper. This same study shows that 78 
percent of bankruptcy filers did have 
some form of health insurance. There 
is a myth that only the uninsured are 
vulnerable to bankruptcy. But the de-
ductibles on private and public insur-
ance programs can mean a family is 
still responsible for thousands of dol-
lars of bills—sometimes tens of thou-

sands of dollars—which 
can quickly drive people 
into debt.  

Cash is needed for nu-
merous things beyond the 
insurance deductibles and 
copays. Wages are often lost 
as the sick or injured person 
is unable work, but living 
expenses remain: grocer-
ies, gas, utilities. And there are inciden-
tals—special equipment that may be 
needed and other expenses. My sum-
mer was interrupted by my husband’s 
knee injury. Before the medical bills 
rolled in, we had expenses for crutches, 
a shower chair, and medications. The 
costs of traveling to the hospital and 
doctor’s office also quickly add up.

No one likes to be sick. A medical 
emergency or illness means dealing 
with a maze of prescriptions, termi-
nology, and testing. Our life is upset, 
and we can’t think straight. We know 
stress increases blood pressure, and 
the medical bills themselves are stress 

inducing. But there are 
ways to minimize that 
stress.

Preventing a 
Financial Crisis

What can you do to 
prevent a medical emer-
gency from turning into 
a financial crisis? The 

best things you can do are before you 
get sick. Maintain and make monthly 
contributions to a safety account—a 
three- to six-month reserve of cash in 
the bank, which provides a cushion to 
fall back on. After illness strikes, you 
will not want to empty the account, but 
having some ready cash to pay bills will 
show your sincerity and help you with 
daily needs.

First and foremost, don’t com-
pound the problem by ignoring bills 
and your cash needs. When you are 
sick, it is hard to do all this and stay 
focused. If you can do only one thing, 
open your bills and respond. It isn’t 

necessary to pay your medical bills in 
one lump sum: most hospitals have 
payment plans and programs for low-
income patients.  Hospitals will work 
with you if you show a sincere intent to 
pay your bills. 

When you do get a bill, review it and 
double-check it. Do not just assume 
the bill is correct. Not long ago, a local 
hospital had to apologize for a com-
puter glitch that sent bills out a second 
time—including bills that had already 
been paid.  

When a government program like 
Medicaid or Medicare is involved in 

paying bills, more paperwork and 
statements arrive in the mail. Older 
Americans typically have more medi-
cal expenses, and they often get over-
whelmed with the paperwork. A sim-
ple filing system can help.  

So if you are not the one in a medi-
cal emergency, you could offer to help 
someone who is sick or elderly or just too 
overwhelmed to sort through the pa-
pers. If it is you with the mounds of pa-
per, here are some recommendations:

•	 Use your cash reserve. A medical 
crisis is the time to draw on those re-
serves. 

•	 Open the mail. Avoiding looking 
at the bill won’t magically make the 
debt disappear.

•	 Talk to your doctor’s office or the 
hospital. Let them know you are working 
on paying the bill. They may have plans 
or ideas on how to help you pay it off.

•	 Pay a little. Even paying a small 
amount monthly helps. When you cor-
respond and send some money toward 
a bill, you are seen as trying. 

•	 Avoid collection agencies. Once a 
bill goes to collections, not only is it dif-
ficult to deal with those incessant calls, 
but your credit report is also affected. 

Because medical bills are unse-
cured debt, no one can take your home 
or car away because of your inability to 
pay them. This country does not have a 
debtors’ prison. However, if you let your 
medical bills slide, you may end up in 
bankruptcy. Maintain your physical 
and fiscal health by staying on top of 
what you need before any crisis strikes.  

C.D. Moriarty writes from Bristol and is a 
financial speaker and coach dedicated to 
empowering others around their money. 
Her financial advice and information are 
at www.MoneyPeace.com.  r
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Silent Earthquake – 2015 Changes in Social Security
by Lori Lustberg

Was I surprised? Yes. Abso-
lutely gob smacked!” So said 
Social Security expert Mary 

Beth Franklin, recounting her reaction 
to the news, late October 2015, that the 
then-pending (now-enacted) congres-
sional budget deal would eliminate two 
key Social Security claiming strategies.

On January 31, 1940, a Vermont 
woman made history when she 
became the first-ever recipient of 
a Social Security payment. Four 
and a half years after President 
Franklin D. Roosevelt signed 
the Social Security Act into law, 
65-year-old Ida May Fuller re-
ceived a check for $22.54. Since 
then, millions of retired Americans 
have come to rely on Social Secu-
rity to help pay their living expenses. 
Fuller herself once told a reporter that 
Social Security benefits came “pretty 
near” to paying for all of her expenses.

The Maze That Is  
Social Security

Social Security’s benefit payout 
formula is based on your “lifetime 
average earnings.” You can begin re-
ceiving your full Social Security ben-
efit, known as your Primary Insurance 
Amount (PIA), at full retirement age 
(FRA). For those born between 1943 
and 1960, FRA is 66; for those born after 
1960, FRA is 67. You can claim benefits 
as early as age 62, but payments will be 
permanently reduced by 5.7 to 6 per-
cent per year for each year you claim 
prior to reaching FRA. On the other 
hand, you can delay receiving benefits 
up until age 70, and payments will be 
permanently increased by 8 percent 
a year for every year you delay. To the 
frustration of financial professionals, 
many people claim benefits early, re-
sulting in permanently reduced retire-
ment income. Some who claim early 
do so out of financial necessity, but 
many simply do not understand the 
ramifications of their decision and the 
different options available.

Spousal Benefits
If you are married, when you file for 

benefits, you are entitled to either your 

own benefit or the equivalent of half of 
your spouse’s benefit (as long as your 
spouse has already filed for benefits), 
whichever is greater. The latter is known 
as a “spousal benefit.” You can receive a 
spousal benefit as early as age 62, but it 
will be reduced for early claiming, and 
there is no corresponding increase for 
delaying past FRA. When you file, the 
Social Security Admin-

istration (SSA) will do the computation 
and automatically award you the higher 
of the two benefits. 

The same principles apply to divor-
cees. If your marriage lasted more than 
10 years and you are single at the time 
you claim, you are entitled to the great-
er of your own benefit or the equivalent 
of half of your ex-spouse’s benefit. In 
1983, Congress amended the Social 
Security Act to provide that, if your ex is 
eligible for benefits but has delayed fil-
ing, you can still qualify for a divorced 
spousal benefit as long as you have 
been divorced for at least two years. 
Prior to this amendment, divorcees 
could delay filing in order to ensure 
that their ex could not claim a divorced 
spousal benefit. 

Retirement Strategies 
When you reach FRA, if you don’t 

want to collect your benefits but 
would rather let them grow, you can 
either simply wait to file or you can 
use the file-and-suspend strategy—
that is, you file for your benefits now 
but suspend or delay receiving them 
until a later date. There are two main 
reasons for choosing to file and sus-
pend: First, if you later change your 

mind and decide to receive your ben-
efits now, you can request a one-time 
lump-sum payment of all suspended 
benefits. Second, once you file (even if 
you suspend), your spouse (or divorced 
spouse) can file a restricted application 
when he reaches FRA. With a restricted 
application, he can 

receive spousal (or 
divorced spousal) benefits, even if 
those benefits are lower than his own 
PIA. While he is receiving restricted 
benefits, his own PIA will grow by 8 
percent a year up until age 70. He can 
then later switch over to his own ben-
efit, thereby taking advantage of the 
substantial growth that has accrued.

Financial experts have calculated 
that filing a restricted application for 
spousal or divorced spousal benefits, 

then later switching to your own, in-
creased benefits, can boost the value 
of your benefits by tens of thousands 
of dollars or more over the span of 
your retirement years. Numerous 
books and articles have been written, 
and software programs designed, to 
help individuals and couples figure 
out the optimal claiming strategies for 
their situation. Advisors and financial 
planners have incorporated the re-

sults from these claiming strategies in 
projecting clients’ retirement income. 
Many people have based their plan-
ning around the assumption that this 
income will be available to them. Last 
fall, however, the industry—along with 
many people’s retirement expecta-
tions—was delivered a sudden, quiet, 
and unexpected blow. 

Strategies Restricted 
On November 2, 2015, President 

Obama signed into law the Bipar-
tisan Budget Act of 2015.  Buried 

in this lengthy and complex 
legislation is Section 831, 
entitled “Closure of Unin-
tended Loopholes,” which 
amends the Social Secu-
rity Act, giving the file-and-

suspend strategy a buzz cut 
and sending the restricted 

application strategy to the 
graveyard. 

Now, if you file and suspend 
after the act’s effective date, 

April 30, 2016, you will no longer be en-
titled to a retroactive lump-sum pay-
out should you later change your mind. 
More significantly, the act provides, 
while benefits are in suspension, that 
“no monthly benefit shall be payable 
to any other individual on the basis of” 
the suspended benefits. In other words, 
if your husband has reached FRA and 
has filed and suspended (or simply not 
filed), you will not be entitled to spou-
sal benefits until he is actually receiv-

ing his benefits. 
The new law, as written, appears 

to override the 1983 amendment de-
signed to protect divorcees when their 
ex-spouse is eligible for benefits but has 
not filed, or has filed and suspended. 
Most commentators believe the law 
was hastily drafted and passed and 
that Congress did not intend to do 
away with the 1983 amendment. As 
of this writing, however, Congress has 

done nothing to clarify whether di-
vorced spouses can claim a divorced 
spousal benefit while their ex’s benefit 
is in suspension. Unless Congress acts 
before the new law’s effective date, 
many divorced women stand to lose a 
retirement income stream.

As for the restricted application 
strategy, no longer can you apply for 
a spousal or divorced spousal benefit 
at FRA, let your own benefit grow, and 
switch to it later. Under the new rules, 
once you file for benefits, you will re-
ceive either the greater of your spousal 
(or divorced spousal) benefit or your 
own full benefit; there is no switching 
at a later date. (Please note there is some 
nuanced grandfathering of strategies, 
and widow/widower claiming strate-
gies were unaffected by the legislation.)

Bad News for  
Single Women

Social Security’s benefit formula is 
gender neutral; men and women with 
the same earnings history are entitled 
to the same benefit. In reality, however, 
women do not have the same earnings 
history as men. According to a 2015 
SSA report, in 2013, men 65 years and 
older received an average of $16,590 
in annual benefits, while the average 
annual benefit for women of the same 
age was $12,857. The same report states 
that “49 percent of all elderly unmar-
ried females receiving Social Security 
benefits relied on Social Security for 
90 percent or more of their income.” 
A January 1, 2016, New York Times ar-
ticle, “Over 50, Female and Jobless 
Even As Others Return to Work,” sums 
up why: “Older women are frequently 
in worse financial situations because 
their work histories are spottier—often 
because they took time off to care for 
children—or they were dependent to 
some extent on husbands who may no 
longer be alive or whom they divorced. 
Even those who worked steadily of-
ten earned less than men, resulting in 
smaller Social Security and pension 
benefits and less savings.”

New York City’s Department of 
Consumer Affairs recently released the 
results of a study that examined the 
pricing of substantially similar products 

Men 65 years and older received an average of 
$16,590 in annual benefits, while the average annual 

benefit for women of the same age was $12,857. ”
“
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