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Why should professional advisors have a 
basic understanding of Medicare?



$72,600 or  33%

$96,800 or 44%

$50,600 or 23%

A 65-year old married couple 
retiring in 2014 will need $220,000 
to pay medical expenses.  

This projection excludes most dental and 
vision costs, over-the-counter drugs, 
long-term care costs and so on.

Medicare Part B and D premiums Medicare deductibles, copayments and coinsurance Out-of-pocket prescription drug costs



Medicare lays the foundation for 
health care coverage.



“Original Medicare”

• Part A Hospital Insurance

• Part B Medical Insurance



The A, B, C and Ds of Medicare

• Part A Hospital Insurance

• Part B Medical Insurance

• Part C Medicare Advantage Plans

• Part D Prescription Drug Coverage



Services Benefit Medicare Pays You Pay

Hospitalization1 Days 1-60 All except deductible $1,288 deductible

Semiprivate room, meals, general nursing, certain drugs,  Days 61-90 All except daily coinsurance $322 daily coinsurance

other hospital services and supplies.  Days 91-150 All except daily coinsurance $644 daily coinsurance

Days 151 and beyond 0% 100%

Skilled nursing facility care2 Days 1-20 100% 0%

Semiprivate room, meals, skilled nursing and rehabilitative Days 21-100 All except daily coinsurance $161 daily coinsurance

Services, other medically necessary services and supplies. Days 101 and beyond 0% 100%

Home health services3 60-days 100% of approved amount 0% for services, 20% for

Physician-ordered, medically necessary part-time or for services, 80% for durable durable medical equipment

intermittent nursing care, physical/speech and occupational   medical equipment

therapy, medical social services, home health aide services,

durable medical equipment and supplies.

Hospice care4 For as long as the doctor 100%, except a $5 copay 0%, except $5 copay

Physician-certified pain relief, symptom management and certifies need for pain and symptom for pain and symptom

support services for the terminally ill, spiritual and grief management drugs, 5%  co- management drugs, 5% co-

counseling, in-patient respite care. insurance for respite care insurance for respite care

Blood5 Unlimited if medically All except first three pints None except first three pints

When furnished by a hospital or skilled nursing facility for a necessary per calendar year per calendar year

covered stay.

2016 Highlights:  Medicare Part A Hospital Benefits

1. Benefits and payments are provided for each benefit period (Days 1-90).  Thereafter, a recipient may use his sixty Lifetime Reserve Days (Days 91-150), but he may use them only once.
2. Benefits and payments are provided for each benefit period.  A recipient must be hospitalized for a 3-day minimum before a skilled nursing facility is covered.  Long-term or custodial care is not 

covered.
3. Benefits and payments are provided for each 60-day episode of care.  In general, you must be homebound to qualify for this benefit.
4. Terminal illness means your life expectancy is six months or less.  After six months, your terminal illness may be recertified.
5. Alternatively, you or someone else may donate three pints of blood.



Medicare Part A is free for 
99% of all retirees.



Medicare tax Single Taxpayer

Married Taxpayers

(One higher earner)

Married Taxpayers

(Two equal earners)

1.45% tax up to base wage $1,718.25 $1,718.25 $3,436.50

0.9% tax up to surtax threshold 733.50 1,183.50 567.00

1.8% tax at and over surtax threshold 1,800.00 900.00 0.00

Total $ 4,251.75 $3,801.75 $4,003.50

0.9% Medicare Surtax on Earned Income
Here is the impact of this tax on three different households with earned income of $300,000.









How do you enroll in free Medicare Part A?

• Automatic enrollment

• Applying for enrollment



How do you enroll in paid Medicare Part A?

• Initial enrollment period

• General enrollment period

• Special enrollment period

• Special enrollment period for international volunteers



If you have “x” quarters of coverage: Your Medicare Part A premium will be:

40 or more Free

30 – 39 $226.00 per month

29 or less $ 411.00 per month

If your client enrolls in paid Medicare Part A, you must enroll in Medicare Part B, too!

2016 Premiums:  Medicare Part A Hospital Insurance



A word of warning…

If your client needs to enroll in paid Medicare Part A and fails to do so 
during his initial enrollment period, he will pay a late enrollment penalty 
unless he qualifies for a special enrollment period.



Services Benefit Medicare Pays You Pay

Medical expenses

Doctor’s services, inpatient and outpatient medical and surgical services and supplies, 

physical and speech therapy, diagnostic tests, durable medical equipment and other 

services.

Unlimited if

medically-necessary

80% of approved amount after $166 

deductible.

50% for most outpatient mental 

health services

20% of approved and limited charges 

above the approved amount1 after 

$166 deductible2

Laboratory services

Blood tests, urinalyses, more.

Unlimited if 

medically-necessary

100% for approved services 0% for approved services

Home health care

Part-time or intermittent skilled care, home health aide services, durable medical equipment 

and supplies, and other services.

Unlimited but covers only home 

health care not covered by Part A

100% for services, 80% of approved 

amount for durable medical 

equipment

0% for services, 20% of approved 

amount for durable medical 

equipment

Outpatient hospital services

Services for the diagnosis or treatment of illness or injury.

Unlimited if

medically-necessary

Payment to hospital based on 

hospital cost.

20% of hospital charges after $166 

deductible

Blood Unlimited if

medically-necessary

80% of approved amount after $166 

deductible and starting with the 4th

pint

For first 3 pints plus 20% of approved 

amount for additional pints after 

$166 deductible3

1. A person pays for charges higher than the Medicare-approved amount unless the doctor or supplier agrees to accept assignment.  
2. The annual deductible only needs to be paid once during a calendar year.  
3. Blood paid for or replaced under Part A does not have to be paid for or replaced under Part B.

2016 Highlights: Medicare Part B Medical Benefits



How do you enroll in Medicare Part B?

• Automatic enrollment

• Applying for enrollment

• Initial enrollment period

• General enrollment period

• Special enrollment period

• Special enrollment period for interantional volunteers



Another word of warning…

If your client fails to enroll in Medicare Part B during his initial enrollment 
period, he will pay a late enrollment penalty unless he qualifies for a special 
enrollment period.



Why delay Medicare?

• Employer coverage is low cost

• Health Savings Account (HSA) contributions



2016 Premiums: Medicare Part B Medical Insurance

If your 2014 modified adjusted gross income was:

IRMAA You Pay:Single taxpayers Married taxpayers

$85,000.00 or less $170,000 or less $0.00 $121.80

$85,001 to $107,000 $170,001 to $ 214,000 $48.70 $170.50

$107,001 to $160,000 $214,001 to $320,000 $121.80 $243.60

$160,001 to $214,000 $320,001  to $428,000 $194.90 $316.70

$214,001 or more $428,001 or more $268.00 $389.80

The base premium remains $104.90 per month for individuals who began Social Security benefits before January 1, 2016.  This is due to a “hold 
harmless” provision in the law that prevents their net Social Security benefit from decreasing because of increased Medicare Part B premiums.



2017 vs. 2018 Cliff Brackets: 
Medicare Part B Medical Insurance

MAGI Tier

Single taxpayers Married taxpayers

2017 Cliff Brackets

(2015 MAGI)

2018 Cliff Brackets

(2016 MAGI)

2017 Cliff Brackets

(2015 MAGI)

2018 Cliff Brackets

(2016 MAGI)

1 $85,000 or less $85,000 or less $170,000 or less $170,000 or less

2 $85,001 - $107,000 $85,001 - $107,000 $170,001 - $214,000 $170,001 - $214,000

3 $107,001 - $160,000 $107,001 - $133,500 $214,001 - $320,000 $214,001 - $267,000

4 $160,001 - $ 214,000 $133,501 – 160,000 $320,001 - $428,000 $267,001 - $320,000

5 $214,001 or more $160,001 or more $428,001 or more $320,001 or more



IRMAA & Life-Changing Events

• Marriage, divorce or annulment, death of a spouse

• Work reduction or stoppage

• Loss of income-producing property or pension income

• Employer settlement payment from bankruptcy or reorganization



IRMAA & Retirement Income Planning

Asset location

• Tax loss harvesting

• Step-up in cost basis

• Keeps a lid on retirement account 
values

Required minimum distributions

• Pre-70½ distributions

• Roth conversions

• Rollover of after-tax contributions

• Qualified charitable distributions



3.8% Medicare Surtax on Net 
Investment Income



Medicare Part C: Medicare Advantage Plans

• Medicare Part A and B benefits

• Approved and funded by Medicare

• Private health care companies



Medicare Advantage Plans: The Pros

• Low or no monthly premiums

• Added benefits



Medicare Advantage Plans: The Cons

• Annual contracts

• No standardization

• Out-of-pocket expenses

• Providers network



How do you join, switch or drop a 
Medicare Advantage Plan?

• Initial enrollment period

• General enrollment period

• Open enrollment period

• Special enrollment period

• 5-star special enrollment period





Original Medicare  

Medicare provides Part A and B benefits.  
You may choose your providers.  You pay a 
monthly Part B premium and you or your 
supplemental insurance pay deductibles, 
copayments and coinsurance for covered 

services.

Do you want prescription drug 
coverage?  

If  yes, you must join a Medicare 
Prescription Drug Plan.  These 

plans are run by private companies 
and you usually pay a premium for 

your coverage.

Do you want supplemental 
coverage?  

If  yes, you may buy a Medicare 
supplemental or "Medigap" 

insurance policy.  Costs vary by 
policy and company. 

Medicare Advantage Plan  

Private companies provide Part A and B 
benefits.  Provider choice may be limited 

unless you pay more of  all costs.  You pay a 
monthly Part B premium and may pay an 

additional premium.  Also, you pay 
deductibles, copayments and coinsurance for 

covered services.

Do you want prescription drug 
coverage?  

If  yes and your plan offers it, you 
must buy it through your plan.  If  
your plan does not offer coverage, 

you may buy a Medicare 
Prescription Drug Plan.

If  you have a Medicare Advantage 
Plan, you cannot use Medicare 

supplemental or "Medigap" 
insurance with it.  Nor can you be 

sold such coverage.

The Medicare Decision Tree



Medicare Part D: 
Prescription Drug Plans



2016 Standard Benefits: 
Medicare Prescription Drug Plans

Total Prescription Drug Costs Medicare Pays You Pay

The first $360.00 or “annual deductible” 0% 100%

The next $2,950.00 75% 25% 

Coverage gap or “donut hole”

55% brand name drugs 

42% generic drugs

45% brand name drugs 

58% generic drugs 

Catastrophic coverage 95% or more 5% or less

All plans must provide at least this coverage, but many provide greater coverage.



How do you enroll in Medicare Part D?

• Initial enrollment period

• General enrollment period

• Open enrollment period

• Special enrollment period

• 5-star Special enrollment period



Another word of caution…

If your client has a Medicare Advantage Plan that includes prescription 
coverage and he signs up for Medicare Part D, he will be disenrolled from 
the Medicare Advantage Plan and returned to Original Medicare.



And yet another word of caution…

If your client fails to enroll in Medicare Part D during his initial enrollment 
period and he goes for 63 days or more with no Part D coverage or 
“creditable coverage”, he will pay a penalty for as long as he has Medicare 
Part D coverage.



What is “creditable coverage”?



2016 Premium and Surcharges: 
Medicare Part D Prescription Drug Plans

If your 2014 modified adjusted gross income was:

IRMAA You Pay:Single taxpayers Married taxpayers

$85,000.00 or less $170,000 or less $0.00 $34.10

$85,001 to $107,000 $170,001 to $ 214,000 $12.70 $46.80

$107,001 to $160,000 $214,001 to $320,000 $32.80 $66.90

$160,001 to $214,000 $320,001  to $428,000 $52.80 $86.90

$214,001 or more $428,001 or more $72.90 $107.00

This chart assumes your client’s premium equals the 2016 national base beneficiary premium.  But, his actual premium 

may be more or less depending on the company and benefits offered, and whether or not a penalty applies.  



2017 vs. 2018 Cliff Brackets: 
Medicare Part D Medical Insurance

MAGI Tier

Single taxpayers Married taxpayers

2017 Cliff Brackets

(2015 MAGI)

2018 Cliff Brackets

(2016 MAGI)

2017 Cliff Brackets

(2015 MAGI)

2018 Cliff Brackets

(2016 MAGI)

1 $85,000 or less $85,000 or less $170,000 or less $170,000 or less

2 $85,001 - $107,000 $85,001 - $107,000 $170,001 - $214,000 $170,001 - $214,000

3 $107,001 - $160,000 $107,001 - $133,500 $214,001 - $320,000 $214,001 - $267,000

4 $160,001 - $ 214,000 $133,501 – 160,000 $320,001 - $428,000 $267,001 - $320,000

5 $214,001 or more $160,001 or more $428,001 or more $320,001 or more



The Annual Review

• Medicare Part C: Medicare Advantage Plans

• Medicare Part D: Medicare Prescription Drug Plans



medicare.gov/find-a-plan



Medicare Supplemental Insurance



What is a Medigap policy?



2016 Medicare Supplemental Insurance Plans
Benefits A B C D F(1) G K(2) L(2) M N(3)

Part A coinsurance and hospital costs for 365 days after Medicare is used up X X X X X X X X X X

Part B coinsurance or copayments X X X X X X 50% 75% X X

Blood (first 3 pints) X X X X X X 50% 75% X X

Part A hospice care coinsurance or copayment X X X X X X 50% 75% X X

Skilled nursing facility coinsurance X X X X 50% 75% X X

Part A deductible X X X X X 50% 75% X X

Part B deductible X X

Part B excess charges X X

Foreign travel emergency (up to plan limits) 80% 80% 80% 80% 80% 80%

(1) Plan F may be offered as a high-deductible plan by some companies in some states, and Plan J was offered as a high-deductible plan before June 

1, 2010.  In 2016, your client must pay an annual deductible of $2,180 before the policy pays any benefits.

(2) In 2016, if your client buys a Plan K or L policy, his maximum out-of-pocket expense will be $4,960 or $2,480, respectively.  These amounts are 

adjusted annually for inflation.  The Part B deductible does not count toward the maximum out-of-pocket expense.

(3) Plan N pays 100% of the Part B coinsurance.  However, your client will pay a  $20 copayment for some office visits and $50 copayment for 

emergency room visits unless your client is admitted for inpatient care.   



Medigap policies do not cover:

• Vision or dental care

• Hearing aids or eyeglasses

• Private duty nursing

• Long-term or custodial care



Medigap Open Enrollment Period



Pre-existing Condition Waiting Period

• Look-back period

• Creditable coverage

• Guaranteed issue right



How much does Medigap
coverage cost?



Buying a Medigap Policy

• Determine the desired benefits

• Screen companies for matching benefits

• Check out the companies

• Buy the best policy



Call SHIBA for Help!

In Idaho:
Senior Health Insurance Benefits Advisors

(800) 247-4422    shiba.Idaho.gov

In Washington:
Statewide Health Insurance Benefits Advisors

(800) 562-6900    insurance.wa.gov/shiba

This is a free service!    


