
Chesapeake Currents | April 12, 2018

Chesapeake Currents
Welcome to the new format of Chesapeake Legal
Counsel's e-newsletter, Chesapeake Currents! It is
our hope that this will be an informative, useful, and
interesting source of material for you. In this first
issue, there are two very pertinent articles which we
thought worth sharing, some staff updates, and a
friendly reminder.

As always, if you or those you serve have any
questions, we would be happy to hear from you.
Regards, 
John F. Robbert

How not to run out of
money in retirement

By The Associated Press

Americans aren’t terrific at saving for
retirement. Many are even worse
when it comes to figuring out how
much to spend once they get there.

An actuary who’s studied the issue
for three decades recently proposed
a relatively straightforward strategy

that can help. In its simplest form, the “Spend Safely in Retirement ” plan suggests waiting
until age 70 to claim Social Security and using the IRS’ required minimum distribution table
to determine how much to withdraw from savings each year.

Even those who stop work earlier can use the strategy, or a version of it, to figure out
when they can afford to retire and how much they can spend, says Steve Vernon, a
research scholar at the nonprofit Stanford Center on Longevity in Stanford, California.
Vernon worked with the Society of Actuaries to study nearly 300 different retirement
income approaches. The strategy was the best way for middle-income people with
$100,000 to $1 million saved to create an income stream, Vernon says.

Most people nearing retirement don’t consult a financial adviser, and only about half try to
calculate how much money they’ll need to retire comfortably, according to surveys by the
Employee Benefit Research Institute. Instead, retirees typically take one of two
approaches, Vernon says:
— They try to minimize withdrawals, viewing their retirement savings as an emergency
fund that must be conserved, or
— They wing it, using retirement savings as a checking account to pay their current living
expenses without much thought for the future.

“These approaches really aren’t ideal,” says Vernon, author of several books on
retirement. The winging-it crowd often burns through their money too fast, while the
conservers may spend too little.

https://www.nerdwallet.com/blog/investing/how-much-to-save-for-retirement/


Traditionally, financial planners have recommend the “4 percent rule” — withdrawing 4
percent of retirement savings in the first year and increasing the amount each year by the
rate of inflation. Recently some researchers have questioned that approach, saying it may
not be safe enough for retirees who could be facing a lower-return environment than
previous generations.
Another way to set up a retirement income is to buy an immediate annuity, which offers a
stream of payments in exchange for lump sum, from an insurance company. Many
retirees, however, don’t want to give up a chunk of money that they won’t be able to
access in an emergency or leave to heirs.

Social Security, on the other hand, is a kind of annuity that can be a solid foundation for
most people’s retirements, Vernon says. Benefits increase with inflation, don’t fluctuate
with the market and can’t be outlived.

If people can delay claiming benefits until they are 70, they’ll get the largest possible
check. (For married couples, only the higher earner needs to wait until 70, Vernon says.
The other spouse can begin Social Security checks at full retirement age, which is
currently 66.)

Once maximized, Social Security benefits likely will make up 75 percent or more of the
typical retiree’s income, Vernon says. With the bulk of their income guaranteed, retirees
can keep their savings invested in stocks to reap inflation-beating growth. A balanced
index fund or a target-date fund can be an easy, low-cost way for them to invest, he says.

Those who want to quit work earlier, say at age 65, can use some of their savings as a
“transition fund” to replace Social Security checks.

“There’s some judgment involved in the size of the transition fund,” Vernon says, since
carving out too much could leave too little to live on later. People may need to reduce their
living expenses and consider working part-time.

Withdrawals can start at age 65, using an initial 3.5 percent withdrawal rate. At age 70,
people can switch to the IRS’ required minimum distribution table, which dictates how
much people must take from most retirement accounts at that age. The withdrawal rate at
70 is 3.65 percent and it increases slightly every year after that; by age 90, for example,
it’s 8.7 percent.

The spend safely strategy won’t make up for inadequate savings, and some people may
need to supplement their income by tapping their home equity, either through a reverse
mortgage or by selling their house, Vernon says.

How much people withdraw can vary considerably every year with the rising and falling of
the stock market. But the method allows people to squeeze as much income as possible
from the savings they have without running out, he says.

“We really didn’t set out to find a simple solution,” Vernon says. “But compared to the
others, this is the best.”

This column was provided to The Associated Press by the personal finance website
NerdWallet.
Liz Weston is a columnist at NerdWallet, a certified financial planner and author of “Your
Credit Score.” 

Medicaid and Work
Requirements

 
On January 11, the Centers for Medicare and
Medicaid Services (CMS) issued a State
Medicaid Director Letter providing new
guidance for Section 1115 waiver proposals
that would impose work requirements in
Medicaid as a condition of eligibility.

https://www.medicaid.gov/federal-policy-guidance/downloads/smd18002.pdf


 
As of press time, CMS has approved work
requirement waivers for Kentucky, Indiana and
Arkansas. As many as 13 other states have
pending waiver requests and/or have stated
they plan to apply. These include Alabama,
Alaska, Arizona, Kansas, Louisiana, Maine,
Mississippi, New Hampshire, North Carolina,
South Carolina, South Dakota, Utah and
Wisconsin.
 
In this article, we will look at the goals and
concerns of this new guidance, as well as
some of the work requirements that will soon
be implemented.
 
Overview
The CMS guidance describes the potential
scope of requirements that could be approved
and asserts that such provisions would
promote program objectives by helping states
“in their efforts to improve Medicaid enrollee
health and well-being through incentivizing
work and community engagement.” It invites
proposals that are designed to promote better
mental, physical and emotional health or help individuals and families rise out of poverty
and attain independence.
 
Medicaid work requirement proposals generally would require beneficiaries to verify their
participation in approved activities, such as employment, job search or job training
programs, for a certain number of hours per week in order to receive health coverage.
Certain populations, including children, the elderly, disabled, medically frail, pregnant
women, caregivers and students would be exempt.
 
The Goal
CMS Administrator Seema Verma has stated that she hopes the work requirements will
improve enrollees’ health while reducing Medicaid rolls, and that requiring people to work
would encourage them to find jobs that offer health coverage or make enough money to
afford private plans.
 
Two Examples
Kentucky was the first state to receive approval to impose work requirements as part of a
broader overhaul of the state’s Medicaid program. It is set to go into effect in June. State
officials have made it clear that the work requirements are aimed at the newly eligible
Medicaid enrollees who gained coverage only after the state’s previous Democratic
governor expanded Medicaid. The current Republican governor, Matt Bevin, has said that
many of the newly eligible are able-bodied and that they have a moral responsibility to
work for their benefits.
 
Under Kentucky’s plan, able-bodied adults will be required to complete 80 hours a month
of community engagement to qualify for coverage. This would include work, education,
volunteering/community service or job training. Drug treatment is considered a work
activity, not an exemption.
 
Enrollees can seek “good cause” exemptions if they can verify one of the following in their
month of noncompliance: disability, hospitalization or serious illness of the enrollee or
immediate family member in the home; birth or death of family member living with the
enrollee; severe inclement weather including natural disaster; family emergency or other
life-changing event such as divorce or domestic violence. In addition, one primary
caregiver of a dependent minor child or adult with disabilities per household is exempt,
and caregiving for a non-dependent relative or another person with a disabling medical
condition is considered a work activity.
 
State officials estimate that up to 95,000 people would no longer have Medicaid at the end



of five years. While they do expect people to lose coverage, they predict that most would
transition off Medicaid by entering the workforce and gaining access to employer-
sponsored insurance or private insurance.
 
While other states may use Kentucky’s Medicaid program as a model, CMS officials said it
was not meant to be a template.
 
Arkansas became the third state to receive permission to compel some residents on
Medicaid to work or prepare for a job, but the federal government denied the state’s
request to shrink its Medicaid expansion. Instead of including people with incomes up to
138% of the federal poverty line, as designed in the ACA, Arkansas wanted to set its
expansion limit at 100% of poverty, a move that would immediately cast out up to 60,000
people from the program.
 
State legislators required that “shrinking the expansion” be included in the state’s
application for the work requirements. Now, with the federal government’s rejection, the
state Senate may not have enough votes to approve a budget for the agency that runs the
program. (The proposed budget for the coming year does not include any extra money to
help people train and look for a job.)
 
Arkansas’ plan compels people to have a job, be in school or volunteer at least 80 hours
per month. The requirements will apply to able-bodied adults unless they qualify for an
exemption, which include caring for a young child, being pregnant, being medically or
mentally unable to work, or are being treated for addiction.
 
Requirements will begin in June for people ages 30 to 49, with estimates that nearly
40,000 of the 98,000 Medicaid expansion recipients will need to start complying. (The
program will expand to include those starting at age 19 in 2019.) Individuals will need to
document every month that they are fulfilling the rules. A person who fails to do so for
three months will be removed from the program and locked out until the next year.
 
Concerns
Those opposed to the work requirements are voicing some concerns that will need to be
addressed and monitored. These include:
 
Potential loss of health coverage. Many people working full time are still eligible for
Medicaid, especially in Medicaid expansion states, because they are working low-wage
jobs. For example, an individual working full-time (40 hours/week) for the full year (52
weeks) at the federal minimum wage ($7.25/hour) would earn an annual salary of just over
$15,000 a year, or about 125% of poverty. That is still below the 138% federal poverty
level maximum targeted by Medicaid expansion.
 
In non-expansion states with low eligibility levels, meeting Medicaid work requirements
through 20 hours of work per week at minimum wage could lead to loss of Medicaid
eligibility. For example, in Alabama, adults without children are not eligible for the program,
and parents can only qualify if they earn not more than 18% of the federal poverty level, or
less than $3,800 a year for a family of three.
 
Also, low-wage jobs are unlikely to have health benefits. According to the Kaiser Family
Foundation, in 2017 less than a third of workers who worked at or below their state’s
minimum wage had an offer of health coverage through their employer.
 
Increased administrative costs. Those who are working will need to successfully document
and verify their compliance. And those who qualify for an exemption must also
successfully document and verify their exempt status, as often as monthly. States would
need to pay for the staff and systems to track work verification and exemptions.
 
Some states have already decided to not implement waiver authority they have received
due to administrative costs. For example, Kentucky amended its waiver application to
move from a tiered-hour work requirement to a flat hourly requirement, citing
administrative concerns.
 
Additionally, the CMS guidance states that federal Medicaid funds may not be used for
supportive services. This means the states must address and pay for ways to overcome



multiple barriers (childcare, transportation, education, training, etc.) that interfere with the
ability to work.
 
Complicated processes can cause eligible individuals to lose coverage.  Some eligible
people may lose coverage due to their inability to navigate the processes,
miscommunication or other breakdowns in the administrative process. This could be
especially true of people with disabilities who may not obtain an exemption for which they
qualify and end up losing coverage.
 
Additionally, some people may have trouble getting the documentation to prove they aren’t
healthy enough to work. According to a Kaiser study, roughly one-third of non-elderly
adults with Medicaid report having a disability, but nearly 60% of those do not receive
Supplemental Security Income (SSI).
 
The impact of work requirements on people with disabilities will depend, in part, on
whether states will correctly identify and exempt people who can’t work and what types of
support services they provide to help them.
 
What to Watch
Expect lawsuits. Democrats are expected to argue the Trump administration is trying to
undermine ObamaCare’s Medicaid expansion on its own after Congress failed to repeal
the health care law. Lawyers for advocacy groups are likely to argue that work
requirements don’t promote the objectives of the Medicaid program because they would
be a barrier to coverage. The administration is hoping to show a correlation between work
and improved health outcomes/independence.
 
Expect more states to come on board, especially Red states.  Requiring work for benefits
is a GOP policy staple and most of the states who have applied for work waivers have
Republican governors.
 
Expect ongoing evaluations. CMS is requiring follow ups to determine if the work
requirements lead to improved health, well-being and independence. Individuals who
experience a lapse in eligibility or coverage because they failed to meet the program
requirements or because they gained employer-sponsored insurance will also be
surveyed.
 
Expect refinements. Participating states will be in the spotlight. We should see ongoing
efforts to improve their programs as they strive to make them successful and fair.
 
Public Perception: A new poll from Kaiser shows the public is split on whether work
requirements are more to cut spending or lift people up. If people do not see positive
results, there will likely be a backlash.

 
Sources
https://www.kff.org/medicaid/issue-brief/medicaid-and-work-requirements-new-guidance-
state-waiver-details-and-key-issues/
 
http://thehill.com/policy/healthcare/368823-five-things-to-know-about-medicaid-work-
requirements
 
https://www.vox.com/health-care/2018/2/5/16975574/medicaid-work-requirement-paradox-
polls
 
https://www.rollcall.com/news/policy/states-jump-medicaid-work-requirements-bandwagon
 
http://www.al.com/news/index.ssf/2018/03/alabama_medicaid_agency_seeks.html
 
https://www.washingtonpost.com/national/health-science/arkansas-wins-federal-
permission-to-impose-medicaid-work-requirements/2018/03/05/a4fdaa88-2093-11e8-
94da-ebf9d112159c_story.html?utm_term=.d69f5485932e
 
https://www.politico.com/story/2018/01/11/trump-medicaid-work-requirements-280969

https://www.kff.org/health-costs/press-release/poll-public-mixed-medicaid-work-requirements-more-to-cut-spending-lift-people-up-most-do-not-support-lifetime-limits/
https://www.kff.org/medicaid/issue-brief/medicaid-and-work-requirements-new-guidance-state-waiver-details-and-key-issues/
http://thehill.com/policy/healthcare/368823-five-things-to-know-about-medicaid-work-requirements
https://www.vox.com/health-care/2018/2/5/16975574/medicaid-work-requirement-paradox-polls
https://www.rollcall.com/news/policy/states-jump-medicaid-work-requirements-bandwagon
http://www.al.com/news/index.ssf/2018/03/alabama_medicaid_agency_seeks.html
https://www.washingtonpost.com/national/health-science/arkansas-wins-federal-permission-to-impose-medicaid-work-requirements/2018/03/05/a4fdaa88-2093-11e8-94da-ebf9d112159c_story.html?utm_term=.d69f5485932e
https://www.politico.com/story/2018/01/11/trump-medicaid-work-requirements-280969


To comply with the U.S. Treasury regulations, we must inform you that (i) any U.S. federal tax advice contained in
this newsletter was not intended or written to be used, and cannot be used, by any person for the purpose of
avoiding U.S. federal tax penalties that may be imposed on such person and (ii) each taxpayer should seek advice
from their tax advisor based on the taxpayer's particular circumstances.

Staff Changes

We're sad to report that long-time Delaware office associate
Tina Nichols has stepped down. Her dedication and
professionalism will truly be missed.

At this time we're also pleased to introduce Brad Robbert as
the new Outreach Coordinator for Chesapeake Legal
Counsel, serving as both the liaison to those seeking
assistance with veteran benefits, and as the marketing arm
of the office.

Based out of New Orleans, Brad has a background in non-profit management,
and a love of all things Mardi Gras and crawfish!

He can be reached at brad@robbertlaw.com.

Tax Time!

Tax filing deadline is just a few days
away, and we're here for any last
minute questions you might have
about your estate! Give us a call
today if there's anything we can do to
assist, or if you'd like to discuss
options for using your refund in a
philanthropic manner.

In Maryland: 410-266-1625
In Delaware: 302-537-4559

mailto:brad@robbertlaw.com

