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Presenter
Presentation Notes
Good morning/afternoon.  Welcome to our Continuing Education Program titled Planning with Social Security and Medicare sometimes referred to as America’s Safety Net. 

My name is__________________________.  I am ____________________.  I will also be your instructor for today’s program. 

Next slide, let me tell you about today’s Super CE Program….
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Disclosure

Information and opinions provided by third parties have 
been obtained from sources believed to be reliable, but 
accuracy and completeness cannot be guaranteed. The 
information is not intended to be used as the sole basis 
for investment decisions, nor should it be construed as 

advice designed to meet the particular needs of an 
individual investor.
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Presentation Notes
Information and opinions provided by third parties have been obtained from sources believed to be reliable, but accuracy and completeness cannot be guaranteed. The information is not intended to be used as the sole basis for investment decisions, nor should it be construed as advice designed to meet the particular needs of an individual investor.
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Super CE Program

> Classroom Course:  
• Planning with Social Security and 

Medicare:   
o Approved for one (1) hour of state insurance CE 

credit.  Also, approved for 1 hour of CE credit for 
CFP, IMCA, CFA, CPE, PACE and CFFP.
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Presenter
Presentation Notes
Super CE Workshop Today’s Super CE Program consists of two approved  Continuing Education Courses:  An approved Classroom course titled:  Planning with Social Security and Medicare.  This classroom course  is approved for one (1) hour of state insurance CE credit (except in California, Massachusetts and NY) and is also approved for 1 hour of CE credit for CFP, IMCA, CFA, CPE, PACE (CLU/ChFC), CFFP (CRPC and CRPS).  

Correspondence/Self-Study:   Our second course is a Correspondence/Self-study Course titled:  Understanding Social Security, Medicare & Government Benefits(2017 Edition).  It is approved for _______________CE credits for state insurance.  Now in order for you to receive the credits you were required to downloaded the book prior to attending this program.  Your responsibility was to read and review the book and the practice exam questions to prepare you for an exam, which I will monitor after this presentation.  Now, in order to receive the ____CE credits you need to receive a passing grade of 70 percent or higher.  In addition, the course is approved for 5/10 hours of CFP and/or IMCA credit.  Both the CFP and IMCA boards require 10 questions per hour of credit.  So if you take the 50 question exam you receive 5-hours of CFP/IMCA credit.  Five plus 1-hour classroom credit = 6 hours.  If you take the 100 question exam you will receive 10 +1 = 11 CFP/IMCA credits.

Next slide, let’s review your CE Packet. 
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CE Packet
> Student Information Form

• Sign in and out
> PowerPoint Presentation 

• State Monitor Form (if 
required) 

• Answer Sheet / #2 Pencil
• Class Evaluation Form

> Certificates of Completion

Presenter
Presentation Notes
CE Packet: First, ask the students if they all have received their own CE Packet.   

Student Information Form:  Students who have pre-registered will have a pre-printed form with all personal/business information. Ask students to review the information to make sure it’s correct. If not, have them make the corrections on the form. Blank student information forms ask student to fill out legibly and completely. Those of you who hold the CFP, IMCA or other professional designations and you would like to receive CE credit make sure that you put an  X in the box and if requested your certification numbers. Sign in with time and initials and Sign out with time and initials. Sign and date.
PowerPoint Presentation: Attached to the Student Information Form is a copy of today’s PowerPoint presentation so that you can follow the presentation and take notes. Inside the PowerPoint are the following forms; State Monitor Form, Answer Sheet and Class Evaluation Form. Once again review with students open/closed book rules pertaining to the use of the PowerPoint presentation and notes while taking the exam.
State Monitor Form (if required by state): If your state requires a monitor affidavit, Instructor should inform the students that they must read and sign the form and follow the state rules. Instructor: should review the Instructor Packet for state specific rules. 
Answer Sheet: This sheet will be used to record your answers for the 50/100 question exam. #2 pencil must be used. Student signature required on the sheet. 
Class Evaluation Form: Your feedback is very important. Please fill out the comment sheet before you leave so we can keep improving these kinds of programs.  

Certificates of completion will be mailed to your home address…please make sure that your student information form has your proper home address. NOTE:  Instructors should inform the students that if they have any questions about the Super CE program, their certificates or filings with the state or CFP/IMCA boards…the student must CONTACT BEST AT or contact: customerservice@brokered.net. 

Next slide, before we begin I need to review some ground rules
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Before We Begin…
> All electronic devices must be turned 

off and put away.
> Remove any reading materials other 

than materials applicable to this 
class. 

> To receive CE credit you must 
remain in the room. 

> Questions???
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Presenter
Presentation Notes
Before We Begin.  Before we begin I need to lay down some ground rules.  


Read from slide.     

If no one has any questions, let’s begin our 1-hour classroom CE presentation.  Next slide. 
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Agenda 
> Overview of the Social Security 

Program (OASDI)
> Strategies to Maximize Social 

Security Benefits 
> Overview of the Medicare 

Program and Medicare 
Supplement (Medigap) Policies
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Presenter
Presentation Notes
Agenda:  What we will cover today…We will begin with an overview of the Social Security program, known as Old-Age Survivor and Disability Insurance (the acronym OASDI).  We will then examine the various strategies to maximize OASDI benefits.  The second part of the presentation will be an overview of the Medicare program and a discussion of Medicare Supplement Policies (AKA, Medigap). 
    
That’s a lot to go over in the next 50 minutes…let’s begin with a history of Social Security…
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History of Social Security 
> Social Security Act of 1935 – provided 

Old-Age (OA) retirement benefits to help 
ensure that older Americans (people age 
65 and over) would have adequate 
retirement income (based on wages). 
• In 1939, coverage was extended to 

dependents and survivors (S).  Then in 1956, 
SSA added disability insurance benefits (DI). 

> OASDI (Social Security): 
• Designed as a progressive insurance system. 

> Nine out of ten Americans age 65 and 
older receive social security benefits (#1 
federal entitlement program).1 
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President Franklin Delano Roosevelt: 
“Old Age is at once the most certain and 

for many people the most tragic of all 
hazards.”

Source: ¹Annual Report of the Board of Trustees of the Federal OASDI Trust Funds; The 76th Report; 
www.ssa.gov. 2016 estimated expenditures;  

Presenter
Presentation Notes
History of Social Security: In 1935, President Franklin D. Roosevelt signed into law the Social Security Act of 1935, which provided Old-Age (OA) retirement benefits to help ensure that older Americans (people age 65 and over) would have adequate retirement income (based on wages). 
The Social Security Act of 1935 was part of the New Deal.  (See picture).  He is quoted as saying: Old Age is at once the most certain and for many people the most tragic of all hazards.”

In 1939, Social Security benefits were extended to dependents and survivors, and the programs became known as the Old-Age and Survivors Insurance (OASI) program.  Then in 1956, the Social Security Administration added a Disability Insurance (DI) program to provide benefits to working-age adults (and, to their spouses and children) who are unable to work due to a long-term disability.  These three programs:  Old-Age retirement benefits (OA); Survivor (S) Insurance; and Disability Insurance go by the acronym OASDI which is Social Security.   

The Picture:  This black and white photograph shows President Franklin Delano Roosevelt, seated, signing the Social Security Act into law on August 14, 1935.  The event occurred in the White house and Roosevelt is surrounded by a number of individuals who are standing.  The woman behind Roosevelt is Francis Perkins, Secretary of Labor (first female cabinet member and only cabinet member who stayed throughout Roosevelt’s administration).  Note:  August 14, 2015 was the 80th anniversary of the Social Security Program.

Next slide, let’s review who receives OASDI benefits.  

http://www.ssa.gov/
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Social Security Funding*

> FICA/SECA Payroll taxes (85%) 
• 12.4% of taxable earnings up to $127,200 (6.2% both employee and 

employer). Maximum yearly withholding $7,886 in 2017; 
• SECA tax is 12.4% (50% is tax deductible) 

> Social Security Tax on benefits (2.5%);
> Interest on intra-governmental debt (12%); and 
> General funds (0.5%)
> Deposited into Social Security Trust Funds (Sec. of Treasury)

• OASI Trust Fund (projected shortfall in 2034)
• DI Trust Fund (projected depletion 3rd Quarter 2023).

8

Source: *Annual Report of the Board of Trustees of the Federal OASDI Trust Funds; The 76th Report; www.ssa.gov. 2016 
estimated expenditures; 

Presenter
Presentation Notes
Social Security Funding:  Social Security (OASDI) funding comes from the following: 

Payroll Taxes.  The main funding source that supplies 85% of social security revenue is the federal  (FICA/SECA)  payroll tax.  For individuals, the Federal Insurance Contribution’s Act (FICA) requires 12.4 percent (6.2 percent paid by the employee and 6.2 percent paid by the employer up to taxable earnings of $127,200 in 2017.  SECA.  The Self Employment Contributory Act, requires a self-employed person to pay the full 12.4 percent and is allowed to deduct ½ of that amount.  The payroll tax is applied to a maximum earnings cap for workers in 2017 of $127,200 (was increased from $118,500 in 2016).  The increase in the payroll tax will increase a worker’s maximum yearly withholding to $7,886  (.062 x 127,200).  Any earnings above this threshold (cap) will not be subject to the Social Security payroll tax.  
Social Security tax on benefits.  The tax collected on Social Security benefits paid by certain high income beneficiaries (2.5%) we will discuss later. 
Interest on intra-governmental debt (12%); and
Income from the general funds of the federal government (0.5%). 

All of these funds are deposited into the Social Security Trust Fund. They are:

The Old-Age and Survivors Insurance (OASI) Trust Fund which pays retirement and survivors benefits, and
The Disability Insurance (DI) Trust Fund which pays disability benefits to workers and their dependents.     

According to the 2016 Annual SSA Report , it projects that the OASI Trust fund will remain solvent until 2034.  In 2033, the combined trust funds are projected to run out of Treasury bonds to cash in.  At that point, if nothing else is done, Social Security could still pay more than three-quarters of its scheduled benefits using its annual tax income.  Contrary to a common misunderstanding, benefits would not stop.  Of course, paying three quarters of promised benefits is not an acceptable way to run the program, and Congress should take action well before 2033 to restore long-term solvency to this vital program.   

The DI Trust Fund was scheduled to run out of money in 2016.  Given the fact that this would result in an immediate 20% cut in benefits. Under the Bipartisan Budget Act of 2015, congress simply ordered the Social Security Administration to shift money (estimated $150 billion) out of the OASI Trust Fund and into the Disability Insurance fund over the next three years. This infusion of Social Security revenues should keep the disability insurance program solvent through  the 3rd Q 2023.

The Social Security Trust Funds invest in special Treasury bonds that are guaranteed by the U.S. Government.  The Trust funds receive a market rate of interest (currently 3.3%) which is paid on the bonds they hold, and when those bonds reach maturity or are needed to pay benefits, the Treasury redeems them. The Trustees of the Social Security are six members.  The managing trustee is the Secretary of Treasury.  

Next slide let’s examine the eligibility requirements for Old-Age (OA) retirement benefits.�
 

http://www.ssa.gov/
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Eligibility for OA Retirement Benefits
> Two basic requirements

• Attaining age 62 for one full month; 
and

• Being “fully insured”

> To be “fully insured,” a worker 
must earn 40 credits (Quarters of 
Coverage): 
• In 2017, for each multiple of $1,300 in 

earnings you earn one credit:
• Maximum of 4 credits per calendar 

year ($5,200).  4 credits per year x 10 
years = 40 credits to be fully insured. 

> Fully insured = 100% of benefit 
(PIA) at FRA.
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http://www.ssa.gov/mystatement/

Presenter
Presentation Notes
Eligibility for Retirement Benefits: (Old-age)  So how does someone become eligible for Old-age retirement benefits.  There are two basic requirements:  First, the worker must have attained age 62 for one full month (so that means the earliest that one can receive benefits is at age 62).  And the second requirement, is the worker must be “fully insured.”   To be “fully insured” a  worker must earn 40 credits (they used to be called Quarters of Coverage, or QCs).  In 2017, a worker will be credited 1 credit for each multiple of earnings of $1,300.   The maximum number of credits a worker can receive in a year is 4.  So, a worker would have to earn a minimum of $5,200 in 2017 to receive the maximum of 4 credits.  To be fully insured a worker must earn a maximum total of 40 credits.   The worker would be fully insured within 10 years (4 x 10 = 40).  

So, what does the worker get for being “fully insured”? The worker will receive 100% of his / her retirement benefit (His or her Primary Insurance Amount (PIA)).

Pic:  Social Security Website:.  Ask the question:  How many of you have gone on-line and set up your own passcode and viewed your own SS Wage Statement? Recommendation:  Go to page 2 of the SS Wage Statement, in the lower section it will inform the worker how many quarters of coverage have been credited to him or her. Then review the years of work history.  See if there are any mistakes.  Note:  SSA has announced the agency will resume the periodic mailing of the SS Statements to workers over 60 who are not receiving SS benefits and who are not registered for mySocial Security account.  Workers will receive 3 months before their birthday.   

Next slide, we will define Full (normal) retirement age…
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Determining FRA

10

Depending on the worker’s year of birth:

Year of Birth Full Retirement Age (FRA)
1937 or earlier 65

1938 - 1942 65 + 2 months for every year after 1937 until 1943

1943 - 1954 66

1955 - 1959 66 + 2 months for every year after 1954 until 1960

1960 and later 67

Presenter
Presentation Notes
Determining Full Retirement Age (FRA):  The Full Retirement Age (FRA), sometimes referred to as normal retirement age (NRA), is the age at which full (100%) retirement benefits will be paid to the worker. The FRA depends on the worker’s year of birth.  Review slide…highlight ages 1943 through 1954…FRA is age 66.   For those born in 1955 and after…review slide…and for those born after 1959, those worker’s FRA will be age 67.  Note: if a worker was born on January 1, they look to the prior year.  


Next slide, let’s examine how SSA calculates Social Security Retirement Benefits…the Primary Insurance Amount (PIA)
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Calculate OA Retirement Benefits
> Step 1: Index the earnings record

• The “wage index” method on “indexed” earnings over a fixed number 
of years after 1950, (for an individual retiring in 2017 use wages from 
1976).  That is 40 years of earnings history.

> Step 2: Calculate the AIME
• Take highest 35 of 40 years of earnings history.  Those earnings are 

then indexed for inflation and averaged. This indexing is a 
mechanism for expressing prior years’ earnings in terms of the 
worker’s current dollar value.  A worker’s earnings would be indexed 
to the average wage index two years prior to his or her age 62.

> Step 3: Calculate the PIA (actual SS retirement benefit) using 
the PIA formula (2017):   
• 90% of the first $885 of AIME (1st bend point), plus
• 32% of AIME over $885 and through $5,336 (2nd bend point), plus
• 15 % of AIME over $5,336 (3rd bend point)
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Presenter
Presentation Notes
How to Calculate Social Security Retirement Benefits:  Before we begin let me emphasize, it will not be your job to calculate your clients SS benefits, the SSA actuaries will do that, but it will be important for you to understand how the benefits are calculated.  So, let’s review the  three steps in calculating Social Security Retirement Benefits:  

Step 1:  SSA will first look at the workers “index earnings” record.  SSA will calculate using the “wage index” method on “indexed” earnings over a fixed number of years after 1950, (for an individual retiring in 2017 they will use wages dating back from 1976).  Note That is 40 years of work history.  

Step 2:  The second step is to calculate the Average Index Monthly Earnings Amount (the “AIME”).  First, SSA would take the wage index earnings and then averaged and indexed them for inflation.  For everyone borne after 1929, their AIME is calculated by using their highest 35 years of the 40 years of the worker’s earnings history (1976-2015). This indexing is a mechanism for expressing prior years’ earnings in terms of the worker’s current dollar value.  A worker’s earnings would be indexed to the average wage index two years prior to his or her age 62.  So a worker who retires in 2017 at age 62, would have his earnings up until 2015 indexed.  Step 3:  Once SSA determines the AIME, it will be applied to the PIA Formula.  The PIA formula will determine the workers Primary Insurance Amount (PIA).  The PIA is the actual benefit the worker is entitled to at his/her full retirement age.  For 2017, the PIA Formula is a three step process:  First, calculate using the two bend points:  read from slide   and then 15% of the AIME over the second bend point ($5,336).  Bend points change each year.   
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COLA

> Based on the increase in the 
Consumer Price Index (CPI-
W) for the 3rd quarter of 
current year compared to the 
3rd quarter of the previous 
year. 

> COLA for 2017 is 0.3%
> SSA projects a 2.6% COLA on 

SS Wage Statements. 
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COLA 
2000-2017

Presenter
Presentation Notes
Cost of Living Adjustment (COLA): Based on the increase in the Consumer Price Index (CPI-W) from the third quarter of the previous year through the third quarter of the current year, Social Security and Supplemental Security Income (SSI) beneficiaries will a  COLA increase in 2017 of 0.3%.  The CPI-W reflects expenditures of urban households who derive more than half its income from clerical or wage occupations and in which at least one earner was employed for a minimum of 37 of the previous 52 weeks. Read from slide.  

COLA Increases:  This slide shows the Social Security COLAs for calendar years 2000 through 2017, inclusive.  An examination of this slide yields two key observations.   Calculating COLA:  Although the COLA cannot be negative, the level can fluctuate from year to year as you can see on the slide, and is difficult to predict more than a few months in advance.  The SSA makes projections of future benefits based on a 2.6% COLA increase on our wage statements, as shown in the 2016 Social Security Trustees Report. 

Next slide, we will review the WEP and the GPO, both can decrease a beneficiary’s benefit. 
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WEP and GPO Provisions
> Windfall Elimination Provision (WEP) – when an individual 

receives a pension from a job that was not covered by Social 
Security.  Usually these jobs are government-related, including 
state and federal employees and teachers.
• How it works:  First PIA bend point ($885) impact is 50% of the first 

bend point, if 62 in 2017 the maximum dollar amount of WEP is $442.  
• Substantial Earnings:  work in a job for 21 or more years and the 

earnings are considered “substantial,” these earnings can offset the 
WEP reduction.  For each year over 20, the 50% factor is reduced by 5 
percentage points.  So if the worker had substantial earnings for 30 
years the WEP is eliminated.

> Government Pension Offset (GPO) – a law that affects 
spouses, widows and widowers.
• Social Security benefits will be reduced by two-thirds of the worker’s 

government pension.
13

Presenter
Presentation Notes
WEP and GPO Provisions.  There are two very important provisions that you need to be aware of because in the calculation of your client’s Wage Statement and PIA projections these provisions which can reduce a beneficiary’s PIA are not calculated.  These Provisions are called:  The Windfall Elimination Provision (WEP) and the Government Pension Offset (GPO).  Windfall Elimination Provision (WEP) – Affects an individual when he/she receives a pension from any employer who did not withhold SS taxes, such as a government agency or an employer in another country, and if the individual worked in another job(s) long enough to qualify for a Social Security retirement (or disability) benefit.  Here’s how the WEP works. If a person is eligible to receive such a non-covered pension, a modified formula will be used to calculate their Social Security benefit.  As we discussed in previous slides, when the SSA calculates a workers retirement benefit (PIA) it is calculated using the PIA bend points, the individual’s first bend point, which is currently set at $885, is multiplied by 90% – but if WEP applies, the $885 is multiplied by 40%. So, if the individual’s PIA benefit is fully impacted by WEP, this means that for 2017 his/her benefit is reduced by 50% so the maximum reduction from WEP in 2017 is half of $885, or $442.    

However, the reduction of Social Security benefits is generally less if you have “substantial earnings”.  Here is how it works:  When the worker has worked in a job for 21 or more years and the earnings are considered “substantial” by SSA’s definition, these earnings can offset the WEP reduction.  For each year over 20 that the worker had substantial earnings, the 50% factor is reduced by five (5) percentage points.  So if he/she had substantial earnings for 30 or more years, the WEP reduction is completely eliminated.  Note:  The WEP reductions apply to the worker’s PIA, which then applies to his/her retirement benefit as well as to any beneficiary or spousal benefits. If he/she receives a spousal or survivor benefit based on someone else’s record, WEP does not apply.  Additionally, if the worker’s pension is from someone else’s work such as a survivor’s pension based upon a spouse’s government-related job, WEP does not apply to his/her Social Security benefits.

Government Pension Offset (GPO) – a law that affects spouses, widows and widowers.  Social Security benefits will be reduced by two-thirds of the worker’s government pension. In other words, if you get a monthly civil service pension of $600, two-thirds of that, or $400, must be deducted from your Social Security benefits. For example, if you are eligible for a $500 spouse’s, widow’s or widower’s benefit from Social Security, you will receive $100 per month from Social Security ($500 – $400 = $100).   

Our next slide, we will discuss probably the biggest question your client’s will ask you…When should I begin to receive SS benefits?  
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When Should I Apply for SS Retirement Benefits? 

> A worker who is fully insured will 
have the following options:
• Reduced benefits beginning at age 62 

(permanently reduced);
• Full benefits at FRA (age 66); or
• Increased benefits, if delayed beyond 

FRA to age 70 (Delayed Retirement 
Credits).  

14

“Of the non-disabled persons who claimed benefits in 2015, 70% of men and 76% 
of women elected to receive reduced benefits prior to their FRA.  Less than 3% of 

men and 4.1% of women waited to elect benefits at age 70 and later”* 

Source:  *SSA, 2016 Annual Statistical Supplement, Master Beneficiary Record; 
http://www.ssa.gov/policy/docs/statcomps/supplement/2016/5b.pdf

Presenter
Presentation Notes
When Should I Apply for Social Security Retirement Benefits:  This decision can have long-term affects not only for the worker, but if married for his or her spouse and dependent children.  A worker who is fully insured will have the following options in deciding when he/she can begin to receive retirement benefits.  Read from slide…

A worker can elect to receive benefits beginning at age 62 for one full month, but if he/she collects benefits at this age h/she will receive reduced benefits (permanently). 
A worker can wait until he or she reaches their full retirement age (FRA) and receive full benefits; or 
A worker can elect to delay benefits beyond their full retirement age (66-70) and receive increased benefits (known as delayed retirement credits).  

For someone born in 1943 or later, the amount of the delayed retirement credit is 8 percent of the PIA for each year beyond full retirement age until age 70, for a maximum credit of 32 percent.

According to the Social Security Administration’s 2016 Annual Statistical Supplement, in 2015, of the non-disabled persons who claimed benefits in 2015, 70% of men and 76% of women elected to receive reduced benefits prior to their FRA.  Less than 3% of men and 4.1% of women waited to elect benefits at age 70 and later.    

Next slide…let’s examine the effects of an early or delayed retirement…

http://www.ssa.gov/policy/docs/statcomps/supplement/2014/5b.pdf
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Effect of Early or Delayed Retirement 

15

Year of Birth FRA DRC Benefit, as a percentage of PIA, 
beginning at age…   

62 63 64 65 66 70

1943 – 1954 66 8 75 80 86 ⅔ 93⅓ 100 132

1955 66 and 2 
months 8 74½ 79 1/6 85 5/9 92 2/9 98 8/9 130⅔

1956 66 and 4 
months 8 73½ 78⅓ 84 4/9 91 1/9 97 7/9 129⅓

1957 66 and 6 
months 8 72½ 77 ½ 83⅓ 90 96⅔ 128

1958 66 and 8 
months 8 71½ 76⅔ 82 2/9 88 8/9 95 5/9 126⅔

1959 66 and 10 
months 8 70½ 75 5/6 81 1/9 87 7/9 94 4/9 125⅓

1960 & Later 67 8 70 75 80 86½ 93½ 124

Presenter
Presentation Notes
Effect of Early or Delayed Retirement:  This slide is showing the effects for individuals born from 1943 to 1954…their Full Retirement Age (FRA) is age 66.  At age 66, they will receive 100% of their PIA (retirement benefit).  However, if the individual took benefits beginning at age 62, their PIA will be reduced by 75%.  

Next slide let’s review the Delayed Retirement Credit (DRC).  If the individual delays benefits until after his or her FRA (66), he or she will earn an 8% simple credit each year from ages 66-69.  So if the worker waited until age 70 to begin benefits, his or her PIA would be increased to 132%.  Notice, that is a 47% increase in benefits by delaying from age 62. Review those born after 1960…review numbers on slide…

Next slide, we will examine the Retirement Earnings test limits that could lower a beneficiary’s retirement benefit…
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Retirement Earnings Test Limits

16

2017
Limit

Under full retirement age
–$1 of benefits withheld for every $2 in earnings 
above the limit 

$16,920/year

Year individual reaches full retirement age
–$1 of benefits withheld for every $3 in earnings 
above the limit for months prior to attaining full 
retirement age

$44,880/year

Month individual reached full retirement age 
and beyond

–Reduction no longer applies
Unlimited

Presenter
Presentation Notes
Retirement Earnings Test Limits For 2017:  For workers who opt to take their Social Security retirement benefits before their FRA this could cause their benefits to be reduced.  The Earnings Test Limits come into play when a Social Security beneficiary continues to work while at the same time s/he is receiving Social Security benefits.  Read from slide…Under FRA, if the worker continues to work and starts receiving benefits before full retirement age, $1 in benefits will be deducted for each $2 in earnings s/he earns above the annual limit ($16,920 in 2017).  In the year the worker reaches their full retirement age (FRA), his/her benefits will be reduced $1 for every $3 s/he earns over a different annual limit ($44,880) until the month s/he reaches full retirement age.  However, once the worker reaches full retirement age, s/he can keep working and their Social Security benefit will not be reduced no matter how much s/he earns.  Note:  Only wages are considered and does not include the spouses wages with regard to your benefits (spouse’s wages affect spouse’s Social Security benefits).  Obviously, it does not pay to begin benefits before reaching FRA if those benefits would be stopped because of the earning tests.   It is recommended that if a worker’s benefits are going to be subject to the earnings test, s/he should delay applying for benefits.  

Let us say that Jack files for Social Security benefits at age 62 in January 2017 and his payment will be $1,205 per month ($14,460 for the year). During 2017, he plans to work for one more year and earns $50,000 ($33,080 above the $16,920 limit). SSA would withhold $16,540 of his Social Security benefits ($1 for every $2 Jack earns over the limit). To do this, SSA would withhold all benefit payments from January 2018 through February 2019, (14 months)  Beginning in March 2019 he would receive his $1,205 benefit and this amount would be paid to him each month for the remainder of the year. What income counts ... and when does SSA count it? If you work for someone else, only your wages count toward Social Security's earnings limits. If you are self-employed, SSA will count only net earnings from self-employment. SSA does not count income such as other government benefits, investment earnings, interest, pensions, annuities and capital gains.  If you work for wages, income counts when it is earned, not when it is paid. If you have income that you earned in one year, but the payment was made in the following year, it should not be counted as earnings for the year you receive it. Some examples are accumulated sick or vacation pay and bonuses.  If you are self-employed, income counts when you receive it—not when you earn it—unless it is paid in a year after you become entitled to Social Security and earned before you became entitled. 

Next slide we will take a look at Maximizing SS benefits for singles…..
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Maximizing SS Benefits for Singles
> When should singles Start SS retirement benefits? 

• Which starting date will maximize the PV of projected benefits?
• Which starting date will minimize longevity risk? 

> For singles who live to average L/E and whose benefits are 
not affected by the earnings test, the PV of benefits is 
approximately equal no matter when benefits begin. 
• The average mortality for a male and female who reach age 62 today 

is 83.7 (21.7 years) and 86.3 (24.3 years) respectively.¹

> However, for singles who are risk averse and live beyond 
average L/E, they would be better off to wait to at least their 
FRA, and if concerned about longevity they would be better 
off waiting to age 70 (Longevity insurance). 
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Source:  ¹SS Online Life Expectancy Calculator; www.socialsecurity.gov/cgi-
bin/longevity.cgi

Presenter
Presentation Notes
Maximizing SS Benefits for Singles:  To answer the question:  When should singles start to take social security benefits?  You should probably answer the following questions: 

Which starting date will maximize the Present Value of projected benefits ?
Which starting date will minimize longevity risk? 

For singles who live to average life expectancy and whose benefits are not affected by the earnings test, the Present Value  of benefits is approximately equal no matter when benefits begin.  

According to the Society Security Life Expectancy Calculator, the average mortality for a male who is age 62 in 2017 is age 83.7 (21.7 years) and for a female who is age 62 in 2017 her life expectancy is age 86.3 (24.3 years) respectively.¹ 

However, for singles who are risk averse and live beyond average L/E, they would be better off to wait to at least their FRA, and if concerned about longevity they would be better off waiting to age 70 (Longevity insurance). 

Next slide, let’s review some guidance for when single individuals should consider taking SS benefits. 
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Guidance for Singles 
Breakeven Points

Beginning Dates Breakeven Points 
(ages)

62 vs. 63 78

63 vs. 64 76

64 vs. 65 78

66 vs. 67 79.5

67 vs. 68 81.5

68 vs. 69 83.5

69 vs. 70 85.5

62 vs. 66 78

66 vs. 70 82.5

62 vs. 70 80.5
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Note: The “62 vs. 63” of 78 means that the breakeven point for delaying beginning benefits from age 62 to 63 is age 78.  
Therefore, if the individual lives past 78, cumulative lifetime benefits will be higher by delaying benefits from age 62 to 63. 
The table assumes a full retirement age of 66. Source: William Reichenstein head of research at Social Security Solutions, Inc. 

Claiming Strategies

Life Expectancy 
(Years)

Start 
benefits at

Less than 75 62 or ASAP*

At least 75 but less than 77 64

At least 77 but less than 80 67

At least 80 but less than 83 69

At least 83 70

Presenter
Presentation Notes
Guidance for Singles: The graphs on this slide present breakeven ages between two starting dates and actual claiming strategies. According to William Reichenstein’s research at the Social Security Solutions, Inc., he presents the breakeven points for starting Social Security benefits at age 62 instead of 63 (62 versus 63), 63 instead of 64, and so on through starting benefits at age 69 instead of 70.  For example, the breakeven age of 78 means that the cumulative benefits in today’s dollars are the same if a single individual starts benefits at 64 or 65 and dies in the month of his or her 78th birthday. It also shows the breakeven points for starting Social Security at age 62 instead of 66 and other combinations. In general, the breakeven points tend to be a couple of years sooner than age 80 in the early years (e.g., 62 versus 63, and 62 versus 66) and a few years later than 80 in the later years (e.g., 69 versus 70, and 66 versus 70).

The Claiming Strategies provides guidance that Mr. Reichenstein believes will serve most singles. It assumes the single individual is concerned about both criteria (maximizing cumulative benefits and longevity risk). For example, consider single individuals with full retirement age of 66 and life expectancy of at least 77 but less than 80 years. We recommend beginning benefits at age 67. He bases this recommendation on the projected lifetime.  It also assumes the single retiree is concerned about both criteria when deciding when to begin benefits.  If this single dies at age 78.5 (the midpoint in this range), cumulative lifetime benefits if benefits are begun at 67 will be about 1% less than the maximum cumulative benefit, which occurs if benefits are begun at 64 years and nine months.  However, beginning benefits at age 67 instead of 64 years and nine months would increase the monthly benefit by 17.8% and thus lower the longevity risk should an individual live considerably longer than expected. We believe most single individuals in this group would consider starting benefits at age 67 to be a good tradeoff between these two criteria.
In short, if a single individual dies well before 80, he will maximize lifetime benefits by starting benefits at 62. If he lives well past 80, he will maximize lifetime benefits by starting benefits at 70. 

Next slide, we will discuss the Withdrawal of Application.  



FOR BROKER DEALER USE ONLY.  NOT TO BE USED WITH THE PUBLIC.    BROKER EDUCATIONAL SALES & TRAINING INC. © 2017

Withdrawal of Application 
> The Senior Citizens Freedom to Work Act of 

2000, allows retirees who were receiving OA 
retirement benefits to temporarily stop their 
benefit payments at their FRA.

> Docket #SSA-2009-0073:
• Time limit – to within 12 months of the first 

month of entitlement.  It also permits only one 
application withdrawal per lifetime.

> This voluntary suspension of benefit still 
remains in place after the Bipartisan Budget 
Act of 2015.
• However,  there will no longer be an option to 

retroactively claim suspended benefits (no 
lump-sum payment of amount deferred after 
April 29, 2016). 
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Source: www.ssa.gov/online/ssa-521.pdf.

Presenter
Presentation Notes
Withdrawal of Application:  A question may come up by a client who realizes that he/she has made the wrong decision in collecting benefits early.  The question: Can I withdraw my application ?  Under the Senior Citizens Freedom to Work Act of 2000, signed into law by President William Clinton, the Act allowed retirees who were receiving their Old-Age retirement benefits to withdraw their application.   Aka, “Voluntary Suspension.”  
Also known as “The Reset”, or the “Re-do” strategy.  

To accomplish this, the beneficiary would have had to complete the Request for Withdrawal of Application (SSA Form 521) and pay back to SSA any funds received and any other funds that a family member may have received.  Well over time this became an interest free loan.  Certain beneficiaries (wealthy) would begin benefits at age 62, invest the proceeds from SS into other investments.  Then prior to age 70, they would file Form 521, payback SSA and then re-apply for their SS benefits with the higher benefits due to the DRC.  Note:  Clients who did a redo would also file an amended return and request a refund for any taxes paid on the SS benefits.  According to the SSA, this interest-free loan cost the Trust Fund $4-5 billion dollars.  So what do you think the government did…that’s right shut it down. 

So, on December 8, 2010 the SSA modified Section 404.640 to limit the withdrawal of OA retirement benefit applications to one withdrawal per lifetime and the withdrawal must occur within 12 months of the first month of entitlement (the effective date was 12/8/2010). Thus, ending the interest-free loan planning technique.    

Then along comes the Bipartisan Budget Act of 2015, it still allows the withdrawal of application (voluntary suspension) but there will no longer be an option to retroactively claim suspended benefits.  Before the tax law change, a person who filed and suspended benefits could request a lump sum payment of the amount deferred.  This caveat was also used by single individuals when the retiree became ill or had a change in financial circumstances (the effective date was April 29, 2016).

Next slide,  we will begin our discuss of benefits for Married Couples. 

http://www.ssa.gov/online/ssa-521.pdf
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Planning For Married Couples
> One of the most complex areas of Social Security planning
> Married couple’s choice of benefits: 

• Spouse’s own OA retirement benefit (PIA)
• Spousal benefit (if eligible) 
• Survivor benefits 

> New changes under the Bipartisan Budget Act of 2015
> Reminder: The SCOTUS ruled that same sex couples have 

the fundamental right to marry under the Due Process Clause 
and the Equal Protection Clause of the 14th Amendment to 
the United States Constitution (Obergefell v. Hodges).

20
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Presentation Notes
Planning For Married Couples:  Planning for married couples is one of the most complex areas of Social Security planning.  Married couples have the choice of the following benefits:  Read from slide. 

The Bipartisan Budget Act of 2015 has made some major changes to some of the strategies for maximizing married couple benefits.  We will discuss later. 

Reminder: The Supreme Court of the United States (SCOTUS) ruled in a 5-4 decision giving same sex couples the same fundamental right to marry as heterosexual couples  under the Due Process Clause and the Equal Protection Clause of the 14th Amendment to the United States Constitution (Obergefell v. Hodges). Married couples have a choice of benefits.      

Next slide, we will examine spousal benefits…
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Spousal Benefits

> A spouse at FRA may be entitled to a spousal benefit, if 
eligible, up to 50% of the higher earning spouse’s PIA at 
his/her FRA. 
• Spousal benefits are calculated by using the spouse’s own earnings 

record and compares it with the spousal benefit. If the spousal 
benefit is higher, an amount will be added to his/her own retirement 
benefit to make it equal to the spousal benefit. 

> Both spouses cannot receive spousal benefits at the same 
time.

> Spousal benefits are not increased by DRC’s (do not delay 
beyond FRA)

21
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Presentation Notes
Spousal Benefits. The primary beneficiary’s spouse (the spouse with the lower earnings record) at his/her FRA may be entitled to a spousal benefit, if eligible, we will discuss eligibility requirements in a moment, of up to 50% of the primary beneficiary’s Primary Insurance Amount (PIA) at his/her FRA.  

SSA calculates spousal benefits by using the primary beneficiary’s spouse’s own earnings record and compares it with the spousal benefit. If the spousal benefit is higher, an amount will be added to his/her own benefit to make it equal to the spousal benefit. 

If the primary beneficiary’s spouse has attained FRA, if eligible, h/she can make a restricted application for spousal benefits only.  Meanwhile, benefits based on the primary beneficiary’s spouse’s own earnings record would continue to accrue delayed retirement credits (DRCs). And at age 70, allowed to switch to his/her own earnings record benefit.   Both spouses cannot receive spousal benefits at the same time. Spousal benefits are not increased by DRC’s (so do not delay beyond FRA).

Next slide, we will examine the eligibility rules for spousal benefits…
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Spousal Benefits Eligibility Rules

> Primary beneficiary (higher earning spouse) must  file and 
receive benefits based on his/her earnings record.  

> Primary beneficiary’s spouse must be at least age 62 or have 
a qualifying child (under age 16 or receiving SSDI benefits).

> Must haven been married 12 months prior to filing for 
spousal benefits. 

> Primary beneficiary’s spouse, if entitled to his/her own 
earned retirement benefits, must not exceed 50 percent of the 
PIA of the primary beneficiary.
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Spousal Benefits Eligibility Rules.  The primary beneficiary’s spouse must have “filed for benefits based on his or her own earnings record.” or be entitled to benefits (file and suspend at his/her FRA). This allows the primary beneficiary’s spouse to qualify for spousal benefits but h/she must be at least age 62 or have a qualifying child, under age 16 or receiving Social Security DI (SSDI)  benefits , and had been married to the primary beneficiary for at least 12 months prior to filing for spousal benefits. 

Note:  If the primary beneficiary’s spouse is entitled to his or her own earned retirement benefits, they must no exceed 50 percent of the primary insurance amount (PIA) of the primary beneficiary.  

Next slide, we will examine the primary beneficiary’s spouse electing spousal benefits prior to full retirement age (FRA)… 
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Spousal Benefits Prior to FRA 
> Spouse, if eligible, is deemed to be applying for both his/her 

own retirement benefit and spousal benefit (“deemed filing 
rule”)

> A permanent reduction in both retirement benefit and spousal 
benefit:
• At age 62, retirement benefit reduced by 25% (FRA 66)
• At age 62, spousal benefit reduced to 35% of primary beneficiary’s 

PIA

> Spousal benefits also subject to the retirement earnings test 
(RET).
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Spousal Benefits Prior to FRA.  If the primary beneficiary’s spouse elects to receive spousal benefits (if eligible) prior to their full retirement age (FRA), SSA will deem that the primary beneficiary’s spouse is applying for both their own earned benefit and the spousal benefit.  This is referred to as the “deemed filing rule.”

Deemed Filing Rule:  “A spouse who is entitled to reduced retirement benefits and a reduced spouse’s benefits must file for both benefits if eligibility for both benefits exists in the first month of entitlement.” (POMS - GN  00204.020)

SSA will apply an actuarial reduction to both benefits.  And the spousal benefit, if higher will be a combination of the reduced earned benefit and reduced spousal benefit.    It is important to note that when the primary beneficiary’s spouse elects spousal benefits prior to FRA, the actuarial reduction is permanent.  Spousal benefits may also be subject to the retirement earnings test (RET).

Next slide, we will examine married couple switching strategies. 
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Married Couple Switching Strategies 
> Old Law:  The Senior Citizens Freedom To Work Act of 

2000 allowed “loopholes” (voluntary suspension) that could 
boost total benefit payments for married retirees.
• At FRA, the law allowed for the filing of a limited benefit and then 

later “switching” to a larger benefit to maximize benefits for married 
couples:
o File and Suspend (F & S) strategy;
o Restricted Application  Strategy:

 Claim Now, Claim More Later strategy; and
 The Combination Strategy - F&S and then file a Restricted  Application).

> New Law:  The Bipartisan Budget Act of 2015, Subtitle C 
Section 831 “Closure of Unintended Loopholes.” It says:
“Closes several loopholes in Social Security’s rules about deemed filing, 
dual entitlement, and benefit suspension in order to prevent individuals 
from obtaining larger benefits than Congress intended.”
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Married Couple Switching Strategies:  Under the Old Law, The Senior Citizens Freedom to Work Act (signed into law by President Bill Clinton in 2000) allowed several “loopholes” under voluntary suspension that were used to maximize married couples benefits.  These strategies were known as “switching” strategies.  Remember, these strategies only work after reaching Full Retirement Age (FRA).  The switching strategies allowed for the filing of a limited benefit and then later “switching” to a higher benefit to maximize benefits for a married couple.

The switching strategies were:  read from slide.  

The File and Suspend Strategy allowed a spouse to file for retirement benefits, which would allow the other spouse to be eligible to file for  spousal benefits, then the spouse would suspend his/her own retirement benefit to receive the delayed retirement credits to age 70. This strategy also provided a much higher survivor benefit to the surviving spouse.
Restricted Application Strategy.  The spouse at Full Retirement Age would file a “Restricted Application” which told the SSA that he/she was restricting the scope of their application to only one benefit type. In many cases, this allowed the beneficiary to later apply for a different benefit type.  These strategies were known as the Claim now, Claim more later, and/or The combination strategy which combined the File and Suspend with a Restricted Application.   

The New Law:  The Bipartisan Budget Act of 2015 under Subtitle C Section 831 “Closure of Unintended Loopholes. “ made some major changes to these claiming strategies.  It says:  Read from slide.

Next slide, let’s examine the changes to the File and Suspend strategy after the Bipartisan Budget Act of 2015.
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File & Suspend
> SSA Subsection 202(z) stipulates that if an individual chooses to 

suspend benefits (File & Suspend strategy), then:
• All benefits payable to that individual will be suspended, based on his/her 

own earnings record (i.e., retirement benefit) and also based on any other 
person’s earnings record (i.e., spousal benefits) 

• No other individual will be eligible for benefits based on the earnings 
record of the person who voluntarily suspends benefits. 

> Effective Date: Applies to anyone who suspends benefits after 
April 29, 2016. Anyone currently using the F&S strategy prior to 
this date was grandfathered.
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File & Suspend.  Under SSA Subsection 202(z) of the Bipartisan Budget Act of 2015, it stipulates  that if an individual chooses to suspend benefits, then:

All benefits payable to that individual will be suspended, based on his/her own earnings record (i.e., retirement benefit) and also based on any other person’s earnings record (i.e., spousal benefits) 
No other individual will be eligible for benefits based on the earnings record of the person who voluntarily suspends benefits.  

Effective Date:  Applies to anyone who suspends benefits after April 29, 2016.  Anyone  currently using the File & Suspend strategy was grandfathered. 

Next slide, we will examine the changes to the Deemed Filing Rule under SSA Section 202 (r) of the Bipartisan Budget Act of 2015. 
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Deemed Filing Rule
> SSA Section 202 (r) expanded the “deemed filing rule” from applying 

only to early benefits to instead applying for all benefits regardless of 
age (extended to age 70) .  The new rule states:
• Those born after January 2, 1954, SSA will receive the larger of: either the 

OA retirement benefit or a spousal benefit (includes ex-spouse).  You cannot 
choose (switch) which to get unless you are a widow(er). 

> This new rule will end the use of the Restricted Application (RA) 
switching strategies (Claim Now: Claim More Later and the 
combination of F&S with the RA).
• Grandfathered: Those born on or before January 1, 1954 and wait until 

FRA to file for benefits will still have the option to file a Restricted 
Application (RA). 
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Deemed Filing Rule.   SSA Section 202 (r) of the Bipartisan Budget Act of 2015, expands the deemed (application) filing rules from applying only to early benefits to instead applying to all benefits regardless of age.  Thus, anyone who is eligible for a spousal benefit is deemed to have filed for their Old-Age retirement benefit as well, and similarly anyone who is eligible for a retirement benefit is deemed to have filed for any spousal benefits to which he/she is entitled.   The end result is that it will no longer be feasible to file a Restricted Application (RA), as any retiree who files for one benefit (retirement) is presumed to and deemed to have filed for the other (spousal) benefit as well – regardless of whether it was/is an early benefit or at full retirement age. 

This new rule will be effective for those who file for benefits and if they were born on or after January 2, 1954.  SSA will automatically give the   larger of OA retirement benefit, or a spousal (or ex-spousal) benefit. You cannot choose which to get unless you are a widow or widower - then special rules apply (we will discuss later). � 
Grandfathered:  However, the new rule grandfathers those who were born on or before January 1, 1954 and they wait until full retirement age (FRA) to file, they will still have the option to file a Restricted Application (RA) so that they only receive the spousal benefit while letting their own benefit amount continue to accumulate delayed retirement credits (DRCs) from their full retirement age to your age 70. Then when they would reach age 70, they could switch over to their own benefit amount. 

Next slide we will examine Survivor Benefits.
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Survivor (S) Benefits

> Who can receive survivor benefits:
• Widow(er).  If widow(er) remarries prior to age 60 (50 if disabled), 

he/she forfeits survivor benefits;. 
• Widow(er) at any age if h/she takes care of deceased’s child who’s 

receiving SS benefits, and who is younger than age 16 or disabled; 
• Divorced widow(er)s;
• Unmarried children, who are younger than age 18 (or up to age 19 if 

they’re attending elementary or secondary school fulltime); or disabled 
child at any age if they were disabled prior to age 22 and remain 
disabled;  and 

• Dependent parent(s) (age 62) 

> Lump Sum Death Benefit $255
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Source: *SSA Survivor Benefits; http://www.ssa.gov/pubs/EN-05-10084.pdf  
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Presentation Notes
Survivor (S) Benefits:   Survivor benefits can be paid to the following people based on the deceased’s PIA:  Read from slide

Widow(er) may be able to get full benefits at full retirement age. The full retirement age for survivors is age 66 for people born in 1945-1956 and will gradually increase to age 67 for people born in 1962 or later. Your widow or widower can get reduced benefits as early as age 60. If your surviving spouse is disabled, benefits can begin as early as age 50. For more information on widows, widowers, and other survivors, 
 (reduced benefits as early as age 60).  Disabled widow(er) as early as age 50.  M the aged widow(er) remarries prior to age 60, she or he will forfeit the benefit. 
Widow(er) at any age if taking care of child who receives SS benefits, and who is younger than age 16 or disabled.
Divorced widow(er)s
Unmarried minor children (under age 18, up to age 19 if attending elementary or secondary school fulltime) or disabled children at any age (disabled prior to age 22 and remains disabled).  Besides your natural children, your stepchildren, grandchildren, step grandchildren or adopted children may receive benefits under certain circumstances; and 
Dependent parent (age 62) 

A surviving spouse or child may receive a special lump-sum death payment of $255 if they meet certain requirements. Generally, the lump-sum is paid to the surviving spouse who was living in the same household with the worker when he or she died. If they were living apart, the surviving spouse can still receive the lump-sum if, during the month the worker died, he or she:
was already receiving benefits on the worker's record; or
became eligible for benefits upon the worker's death.
If there's no eligible surviving spouse, the lump-sum can be paid to the worker's child (or children) if, during the month the worker died, the child:
was already receiving benefits on the worker's record; or
became eligible got benefits upon the worker’s death. 

If the eligible surviving spouse or child is not currently receiving benefits, they must apply for this payment within two years of the date of death.

Next slide, we will examine the survivor benefit payments…
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Survivor Benefit Payments
> Widow(er), at FRA or older—100% of the deceased worker’s PIA amount; 

• Aged Widow(er), age 60 to FRA - 71.5% to 99% of the deceased worker’s basic 
amount; 

• Disabled widow(er), age 50 through 59 –71.5%; 
> Widow(er), any age, caring for a child under age 16 or disabled - 75% of 

deceased ‘s PIA. 
> Unmarried child under age 18 (19 if still in elementary or secondary school) 

or disabled (prior to age 22)  - 75% of deceased’s PIA
> Dependent parent(s), age 62 or older:

• One surviving parent— 82.5% of deceased’s PIA; two surviving parents—75% to 
each parent 

> Family maximum rules - 150%  to 180% of deceased’s  PIA.  
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Survivor Benefit Payments:  Let’s now discuss how much the survivor benefit payments are to those who qualify:
 
Widow(er), full retirement age (FRA) or older—100 percent of the deceased worker’s benefit amount; 
Widow(er), age 60 to full retirement age (FRA)—71 ½ to 99 percent of the deceased worker’s basic amount; 
Disabled widow(er), age 50 through 59 –71.5 percent; 
Widow(er), any age, caring for a child under age 16—75 percent. 
A child under age 18 (19 if still in elementary or secondary school) or disabled -- 75 percent.
Dependent parent(s), age 62 or older:
One surviving parent—82 ½ percent
Two surviving parents—75 percent to each parent

And of course, the SSA is not going to pay out all of these checks to all family members because of the family maximum rules.  SSA will pay out a total of 150 – 180% of the deceased’s PIA as survivor benefits to those beneficiaries mentioned. 
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Widow(er) Benefit Rules
> Widow(er) must have been married to the deceased 

for at least 9 months
> If the deceased spouse’s PIA was increased with 

DRCs and COLAs, the survivor benefits will be 
increased

> If the deceased spouse had not yet claimed 
retirement benefits, survivor benefits will be 
determined as if the decedent had claimed at the 
later of FRA, or date of death.

> If the deceased spouse received a reduced retirement 
benefit at the time of death, the widow(er)’s survivor 
benefit cannot exceed the greater of this amount, or 
82.5% of the deceased’s PIA.

> Widow(er) has choice of benefits (dual entitlement) 
not subject to the new “deemed filing rule”.  
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SSA Pub # 05-10127 
What Every Women Should Know
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Widow(er) Survivor Benefits  Let’s review some basic rules for widow(er) survivor benefits.  First, the widow(er) must have been married to the deceased for a minimum of 9-months.  If the deceased’s benefits were increased with DRCs and COLAs, the survivor benefits will be increased.  If the deceased spouse had not yet claimed benefits, survivor benefits will be determined as if the decedent had claimed benefits at the later of FRA or date of death.  If the deceased received a reduced benefit at the time of his/her death, the widow(er)’s benefit cannot exceed the greater of this amount or 82.5% of the deceased’s PIA.  Widow(er) can claim survivor benefits, while allowing their own earned worker’s benefit to accrue DRCs and switch to the higher benefit at age 70.  

Pic:  Recommend that Advisors go online and get a copy of SSA Publication 05-10127:  What every Women Should Know…recommend to send to widows. 

Next slide, let’s define the FRA for survivor benefits…
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Divorce Ex-Spouse Benefits

> Social Security Benefits (if 
eligible):
• Retirement benefit (their own PIA)
• Spousal benefit (if eligible)
• Survivor benefit (if eligible)
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Divorced Ex-Spouse Benefits:  A divorced spouse (if eligible) may qualify for the following benefits: Read from side   

Of course, a divorced ex-spouse is entitled to their own Old Age retirement benefit.  If eligible, and if the benefit (PIA) is higher, a spousal benefit on the ex-spouses PIA.  And at the death of the ex-spouse, if eligible, an ex-spouse may qualify for survivor benefits.  

Next slide, we will examine the eligibility requirements for a divorce ex-spouse.  
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Eligibility Requirements  

> Eligibility Requirements for ex-spouse applying for 
spousal benefits: 
• Must be age 62;
• Must have been married to the ex-spouse for at least ten 

(10) years prior to year of divorce;
• Must have been divorced for at least two (2) years;
• Must not be eligible for equal or higher benefits on his or 

her own record, or someone else’s record, and 
• Must remain unmarried.

> Benefits are subject to the retirement earnings test 
limits
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Eligibility Requirements:  For retirement benefits, the ex-spouse does not have to file for SS benefits, but must be entitled to receive benefits (meaning s/he must be at least age 62).  The benefits paid to the ex-spouse does not affect the current spouse’s benefit’s, if remarried.  The requirements to receive benefits are as follows:  s/he had been married to worker for at least 10 years prior to year of divorce; S/he had been divorced for at least two years*; S/he is at least age 62; S/he is unmarried (prior to age 60);  If the ex-spouse continues to work while receiving benefits, the same earnings limits apply to him or her as apply to you.  The amount of benefits the divorced spouse gets has no effect on the amount of benefits he/she or the current spouse may receive. 

Next slide, we will examine  divorced ex-spouse Spousal Benefits.
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Divorced Ex-Spouse Spousal Benefits

> For spousal benefits, the ex-spouse does not have to file for 
SS benefits, but ex-spouse must be entitled to receive 
benefits (age 62 or older). Does not affect current spouse’s 
benefits (if re-married). 

> If ex-spouse is eligible for their own retirement benefits,  
SSA will pay that amount first.  But if:
• The spousal benefit on their ex-spouse’s record is a 

higher amount, ex-spouse receives a combination of 
benefits that = the higher amount (reduced for age).

>New Restricted Application rules apply 
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Presenter
Presentation Notes
Divorced Ex-Spouse Spousal Benefits: For spousal benefits, the ex-spouse does not have to file for SS benefits, but ex-spouse must be entitled to receive benefits (age 62 or older). Does not affect current spouse’s benefits (if re-married).  If ex-spouse is eligible for his/her own retirement benefits,  SSA will pay that amount first.  But if:  The spousal benefit on their ex-spouse’s record is a higher amount, ex-spouse receives a combination of benefits that = the higher amount (reduced for age)

Reminder:  The new Restricted Application rules apply for ex-spouse.  

Those eligible ex-spouses born after January 2, 1954, SSA will receive the larger of: either the OA retirement benefit or a spousal benefit (includes ex-spouse).  You cannot choose (switch) which to get unless you are a widow(er). 
Grandfathered: Those eligible ex-spouses born on or before January 1, 1954 and wait until FRA to file for ex-spouse benefits will still have the option to file a Restricted Application (RA). 

Next slide, we will examine survivor benefits. 
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Divorced Spouse Survivor Benefits
> Same  benefits as a widow(er) providing the marriage lasted 

10 years or more . 
• The same benefit formula, age requirements, and actuarial reductions 

apply 
• A divorced ex-spouse can apply for benefits on the ex-spouses’ 

worker's record (higher benefits).
• If the surviving ex-spouse remarries after age 60 (50 if disabled), 

the remarriage will not affect eligibility for survivor benefits.   
• If the ex-spouse is caring for child of the ex-spouse who is under age 

16 or disabled  he/she will not have to meet the length of marriage 
rule.    

> Deemed filing rules does not apply. Able to choose the higher 
of either survivor benefit or his/her own retirement benefit.
• File Restricted Application:  Elect survivor benefit while delaying  

retirement benefit to age 70 (increased with DRCs) then switch. 
33

Presenter
Presentation Notes
Divorced Spouse Survivor Benefits:   A divorced ex-spouse will have the same benefits as a widow(er) providing the marriage lasted 10 years from the date of divorce.  Read from slide…The difference between divorced ex-spouse retirement benefits vs. survivor benefits, for survivor benefits the ex-spouse can still receive survivor benefits if they remarry after age 60 (50 if disabled).  For retirement benefits, the ex-spouse has to remain unmarried. The ex-spouse is allowed to also choose the higher of either:  

the deceased ex-spouse’s survivor benefit; or 
his/her own earned worker’s benefit.

As we discussed with Widow(er) survivor benefits, the deemed filing rules do not apply to survivor benefits for an eligible ex-spouse.  So an ex-spouse will still be able to file a Restricted application and receive their survivor benefits and allowing their retirement benefit to increase with the DRCs and then at age 70 switch to their higher retirement benefit. 

Next slide…we will examine the taxation of Social Security benefits.
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Taxation of Social Security Benefits*
> Combined Income (aka, Provisional Income) - Adjusted Gross 

Income (line 37 of IRS Form 1040) plus nontaxable interest, 
plus ½ of SS benefits.  
• AGI  includes wages, self-employment income, dividends and interest, 

capital gains, pension payments and rental income.   
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Source:  *IRS Publication 915.

Single or HHLD Married Filing Joint

Base amount $25,000* Base amount $32,000*

$25,000 - $34,000 = up to 
50% taxable

$32,000 - $44,000 = up to 
50% taxable

Above $34,000 = up to 85% 
taxable

Above $44,000 = up to 85% 
taxable

*Not indexed with inflation 

Presenter
Presentation Notes
Taxation of Social Security Benefits:  According to the SSA, they estimate that about one-third of the current beneficiaries of social security pay taxes on their benefits.  In 2014, according to the 2015 Trustees report, 3% of the trust funds’ total revenue   came from this tax.  

How do we calculate the taxation on Social Security Benefits?  For purposes of determining the taxable amount of social security income the following definitions must be discussed. The Combined Income Formula, (aka, Provisional Income) determines how much of a retiree’s SS benefits are subject to taxation.  If a taxpayer's provisional income is less than $25,000 for single taxpayers and $32,000 for married taxpayers filing jointly, Social Security benefits are not taxable.  If a taxpayer's provisional income is exceeds $25,000 but not $34,000 for single taxpayers and exceeds $32,000 but not $44,000 for married taxpayers filing jointly, up to 50 percent of Social Security benefits received are taxable. If a taxpayer's provisional income exceeds $34,000 for single taxpayers and $44,000 for married taxpayers filing jointly, up to 85 percent of Social Security benefits are taxable.  The term base amount refers to the minimum amount of income required to tax social security benefits at the 50 percent or 85 percent levels. The base amounts for the 50 percent level are $25,000 for single taxpayers and $32,000 for married taxpayers. The base amounts for the 85 percent level are $34,000 for single taxpayers and $44,000 for married taxpayers.  The taxable portion of Social Security benefits received is the lesser of one-half of the Social Security benefits received or one-half of the amount by which a taxpayer's provisional income exceeds the base amount. This formula is used only if a single taxpayer's provisional income is at least $25,000 but less than $34,000 or if a married taxpayer's provisional income is at least $32,000 but less than $44,000. Modified Adjusted Gross Income (MAGI) plus interest from tax-exempt bonds plus 50% of SS benefits is compared against these thresholds.  Note:  That it is “up to” either 50% or 85% of SS benefits that are taxed.  It is important to remember that the above rules and terminology regarding the taxation of social security benefits are used only to calculate taxable social security. The taxable portion of social security benefits is included in a taxpayer's taxable income calculation.  Recommend that Advisors should download IRS Publication 915…which explains the taxation in greater detail.  

Note:  Taxing ½ (50%) of Social Security benefits can be thought of as taxing the portion provided by the employer halfo of the payroll tax.  Due to additional changes made in 1993, the 85% tax on benefits, the excess amount are dedicated to the Hospital Insurance trust fund rather than the Social Security Trust Fund. 

Next slide, we will begin our discussion of Medicare…
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Medicare
> The basic federal health insurance program for 

Americans aged 65 and older and younger adults with 
disabilities. 
• Covers individuals without regard to income or medical 

history (Medicaid provides health care coverage for 
people with low income and limited assets). 

> One of every six Americans received care financed 
through Medicare 
• 55.3  million Americans (46.3 million aged and 9.0 

million disabled) ¹
• Only covers about 51% of healthcare expenses² 

> Administered by The Centers for Medicare 
and Medicaid Services (CMS)
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Source:  ¹ 2016 Annual Report of the Records of Trustees of the Federal Hospital Insurance and Federal Supplementary Medical 
Insurance  (SMI) Trust Funds, www.cms.gov/ReportsTrustFunds/download.   ²Kaiser Family Foundation , The Facts on Medicare 
Spending and Financing, kff.org. 

President Johnson signing “Title 
XVIII of the Social Security Act of 

1965.” 

²

Presenter
Presentation Notes
Medicare:  Medicare is the basic federal health insurance program for Americans aged 65 and older and younger adults with disabilities.  Medicare covers individuals without regard to income or medical history.  Reminder Medicaid is the federal government program that provides health care for people with low income and limited assets.   

One of every six Americans received care financed through Medicare.  According to the Medicare Trustees Report, 2016, there were 55.3  million Americans (46.3 million aged and 9.0 million disabled)  in 2015.   It is also important to remember that Medicare only finances 51% of all health care expenses.  Which means the individual must come out of pocket with the other 49%. 

Medicare is administered by the Centers for Medicare and Medicaid Services, known as CMS.  

Note: Picture:  That is President Lyndon Johnson signing Title XVIII of the Social Security Act of 1965 (Medicare) into Law.  This is the 50th year Anniversary (July 30) of the signing into law Medicare and Medicaid.  Sitting to his left (our right) are the first two recipients of Medicare:  President Harry S. Truman and his wife, Elizabeth “Bess”. 

Next slide let’s examine the ABCDs of Medicare. 

http://www.cms.gov/ReportsTrustFunds/download
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ABCDs of Medicare

> Part A – Hospital Insurance (HI)
> Part B – Supplemental Medical Insurance   

(SMI)
> Part C – Medicare Advantage Plans (MA)
> Part D – Prescription Drug Plans  
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http://www.medicare.gov/pubs/
pdf/10050.pdf 

Presenter
Presentation Notes
ABCs of Medicare :  Medicare consists of four parts.  Medicare covers many types of services, and you have options for how you get your Medicare coverage. Medicare has four parts:

Part A:  Hospital Insurance (HI) 
Part B  Supplemental Medical Insurance (SMI) 
Part C  Medicare Advantage Plans (MA) 
Part D  Medicare Prescription Drug Plans

Pic:  Recommend to students that they go online and download a copy of this booklet:  Medicare and You 2017 

Next slide, Medicare beneficiaries need to make a choice…

http://www.medicare.org/
http://www.medicare.org/
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Medicare Coverage Choices 
START 

STEP 1: Decide how you want to get your coverage.

Original Medicare or Medicare Advantage Plan
Part C (HMO/PPO)

Part A
Hospital 
Insurance 

Part B
Medical  

Insurance 

Part C
Combines Part A, Part B, and usually 

Part D (MA-PD)

Part D
Prescription Drug 

Coverage

Step 3:  Decide if you need to add    
supplemental coverage 

Medicare 
Supplement Insurance

Part D
Prescription Drug Coverage  (Most 
MA plans cover prescription drugs. 

You may be able to add drug coverage 
in some plan if not already included).

STEP 2: Decide if you need to  add drug coverage

If you join a MA plan, you can’t use and 
can’t be sold a Medicare Supplemental 

Insurance

Presenter
Presentation Notes
Medicare Coverage Choices:  Medicare Beneficiaries will have a choice to make with regards to the type of Medicare coverage they will receive. There are 2 main ways to get Medicare coverage—Original Medicare or a Medicare Advantage (MA) Plan. Review slide….Use these steps to help you decide which way to get your coverage.  

Original Medicare is one of the coverage choices in the Medicare Program. A Medicare beneficiary will be in Original Medicare unless he/she chooses to join a Medicare Advantage (MA) Plan or other Medicare plan.  Original Medicare is a fee-for-service program that is managed by the Federal government. With Original Medicare, you can go to any doctor, supplier, hospital, or facility that accepts Medicare and is accepting new Medicare patients. After you receive health care services, you’ll get a notice in the mail, called a Medicare Summary Notice (MSN), that lists the services you received, what was charged, what Medicare paid, and how much you may be billed. If you disagree with the information on the MSN or with any bill you receive, you can file an appeal. There’s information on the MSN about how to ask for an appeal. If you’re in Original Medicare, the beneficiary can also join a Medicare Prescription Drug Plan (Part D plan) to add drug coverage.  In addition, a beneficiary who chooses Original Medicare can purchase a Medicare Supplemental Insurance policy to help pay for deductibles, copays and coinsurance amounts.  Remind the audience that Medicare only covers about 59% of a beneficiaries health care costs.  

MA plans:  review slide

Next slide, we will discuss the automatic enrollment process…
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Medicare Part A 
> Referred to as Hospital Insurance (HI)

• Inpatient hospital care, 
• Home health care services following hospital stays, 
• Skilled nursing facility (SNF); and 
• Hospice care services.  

> Compulsory*- 99% of Medicare beneficiaries do not have to 
pay a premium for Part A services because they have at least 
40 credits (fully insured).
• Those individuals with 30-39 credits can buy into Part A by paying a 

premium of $227.  
• Those individuals with fewer than 30 credits can buy into Part A by 

paying a premium of $413.
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Source: *A  U.S. Court of Appeals recently ruled that those who receive Social Security cannot opt out of Medicare Part 
A. For the full opinion, see: http//thefundforpersonalliberty.org/pdf/120207-1356903-Appeals-Court-Opinion.pdf  

Presenter
Presentation Notes
Medicare Part A:  Medicare Part A, is referred to as Hospital Insurance (HI).  Part A covers most of the cost of inpatient hospital care, home health following hospital stays, skilled nursing facility and hospice care services.  

Medicare Part A is Compulsory :  Must sign up for Part A.  99% of Medicare beneficiaries do not have to pay a premium for Part A services because they have at least 40 quarters of coverage.  The 1% could purchase Part A by paying a premium.  Individuals who have fewer than 40 quarters of Medicare-covered employment may choose to purchase Medicare Part A benefits by paying a monthly premium.  The Part A premiums for 2017, for those individuals with 30-39 quarters of coverage, will be $227 (a $1 increase 2016).  For individuals with fewer than 30 quarters of coverage, the reduced premium will be $413 per month (a $2 increase from 2016). 

Next slide, we will review how Medicare Part A is financed.
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Medicare Part A Financing* 
> Sources of Medicare Part A Revenue:

• Payroll Tax (accounting for 87% of Part A revenue):
o Employee and Employer each pay 1.45% (2.90%).  
o S/E pay full 2.9 percent (able to deduct up to 50%).  
o No cap on wages subject to tax. 

• Medicare Surtax:  An additional 0.90% surtax for certain high income 
taxpayers whose earnings are above the un-indexed applicable 
threshold amounts (IRS Form 1040 line 62/IRS Form 8959):

 $200,000 (not indexed) filing single;  
 $250,000 (not indexed) married filing jointly; 
 $125,000 (not indexed) married filing separately.

o Note:  S/E individuals will not be able to deduct this additional 
Medicare surtax.

> HI Trust Fund (2028) 
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Source:  *CMS 2016 Trustees Report, www.cms.gov/ReportsTrustFunds/download.

Presenter
Presentation Notes
Medicare Part A Financing:  Similar to Social Security, Medicare Part A (HI ) is funded through mainly through a payroll tax. According to the 2016 Medicare Trustees report, payroll taxes account for 87% of Part A revenue.  For 2017, it is 2.9% on covered earnings (No Cap).  The employee pays 1.45% and the employer pays 1.45%.   Self-employed workers pay the full 2.9 percent of their net income.  

Medicare Surtax:  In addition, certain taxpayers with MAGIs above an un-indexed applicable threshold amount (not indexed).   Read from slide  ($200,000 for single taxpayers, $250,000 for married couples filing jointly and $125,000 if married filing separately) will pay an additional 0.9% tax on their earnings.  Taxpayers report this tax on their IRS Form 1040 line 62 after filling out IRS Form  

IRS Form 8959 is used to make this calculation and is reported on the Additional Tax Section on IRS Form 1040 line 59.

Note:  Self-employed individuals will not be able to deduct this 0.90% percent surtax. These sources of revenue go into the Hospital Insurance Trust Fund.

HI Trust Fund – The 2016 Medicare Trustees report projects that the Part A trust fund will be depleted in 2028, that is two years less than the 2015 Medicare Trustees report, and 4 years later than what was projected in the 2012 report...according to the Social Security Medicare Trustees Report¹


Next slide, we will discuss the Medicare Part A benefit periods…


http://www.cms.gov/ReportsTrustFunds/download
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In-Patient Hospital Care

> Provides a 90-day benefit period with a 60 day lifetime reserve. 
• Ends when not in hospital 60 days in a row  

> No limit to number of benefit periods a beneficiary can have.
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NOTE:   Inpatient mental health care in a psychiatric hospital is limited to 190 days in a lifetime. 

For Each Benefit 
Period in 2017 You Pay

Days 1-60 $1,316 deductible

Days 61-90 $329 per day

Days 91-150 $658 per day 
(60 lifetime reserve days)

All days after 150 All Costs

Presenter
Presentation Notes
In Patient Hospital Care.  Under Medicare Part A, it provides in-patient hospital care benefit period of 90 days with a 60 day lifetime reserve.   The benefit period ends when you are not in a hospital, or receiving skilled nursing care in a skilled nursing facility, for 60 days in a row. If you go into the hospital after one benefit period has ended, a new benefit period begins.  There are no limits to the number of benefit periods a beneficiary can have.  There are no limits to the number of benefit periods a beneficiary can have.  

The Medicare Part A annual deductible that beneficiaries pay when admitted to the hospital will be $1,316.00 in 2017, a small increase from $1,288.00 in 2016. The Part A deductible covers beneficiaries' share of costs for the first 60 days of Medicare-covered inpatient hospital care in a benefit period. The daily coinsurance amounts will be $329  for the 61st through 90th day of hospitalization in a benefit period and $658 for lifetime reserve days.   All days after 150 (90 day benefit period plus 60 reserve days) will be paid for 100% by the beneficiary. Note:  Inpatient mental health care in a psychiatric hospital is limited to 190 days in a lifetime.

Next slide…let’s discuss the out-of-pocket costs for Skilled Nursing Home…
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SNF Care 
> Requirements: Must spend 3 consecutive days in acute care hospital w/in 30 

days of admission to SNF. Must require daily skilled services, not just long-
term or custodial care.

> SNF care must be for a hospital-treated condition, or condition that arose 
while receiving care in the SNF for hospital-treated condition (7 days a week 
and or rehab 5 days a week). Must be a Medicare-participating SNF
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For Each Benefit Period 
in 2017 You Pay

Days 1-20 $0

Days 21-100 $164.50 per day

All days after 100 All Costs

Presenter
Presentation Notes
Skilled Nursing Facility Care:  Medicare Part A will cover certain costs for only skilled nursing facility care if the following requirements are met.  They are:  

The beneficiaries condition requires daily skilled nursing or skilled rehabilitation services which can only be provided in a skilled nursing facility.  This does not include custodial or long-term care. Medicare doesn’t cover custodial care if it’s the only kind of care you need. Custodial care is care that helps you with usual daily activities, like getting in and out of bed, eating, bathing, dressing, and using the bathroom. It may also include care that most people do themselves, like using eye drops, oxygen, and taking care of a colostomy or bladder catheters. Custodial care is often given in a nursing facility. Generally, skilled care is available only for a short time after a hospitalization. Custodial care may be needed for a much longer period of time. 
The beneficiary was an inpatient in a hospital for three (3) consecutive days or longer (not counting the day he/she was discharged), before the beneficiary was admitted to a participating SNF.  It’s important to note that an overnight stay doesn’t guarantee that you’re an inpatient.  An inpatient hospital stay begins the day you’re formally admitted with a doctor’s order, and doesn’t include the day you are discharged.
You were admitted to the SNF within 30 days after leaving the hospital.
Your care in the SNF is for a condition that was treated in the hospital or arose while receiving care in the SNF for a hospital-treated condition. 
The facility must be a Medicare participating SNF.

Skilled Nursing Facility Out of Pocket Costs.  Skilled nursing facility (SNF) care is covered in full for the first 20 days when you meet the requirements for a Medicare-covered stay.   In 2017, under Medicare Part A, days 21 – 100 of SNF care are covered for each benefit period except for coinsurance of up to $164.50 (up from $161 in 2016) per day. After 100 days, Medicare Part A no longer covers SNF care.  A beneficiary can qualify for skilled nursing care again every time he/she has a new benefit period.

Next slide, we will examine Medicare Part B 
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Medicare Part B (SMI) 

> Supplementary Medical Insurance (SMI) 
• Physician services, 
• Outpatient medical and surgical services and 

supplies,  
• Durable medical equipment
• General home health services, and
• Other medically necessary (and preventive) 

medical services.  

> Part B is voluntary. Must enroll 

42

Presenter
Presentation Notes
Medicare Part B:  Medicare Part B, known as Supplementary Medical Insurance (SMI) covers medical services like physician, outpatient hospital care, and general home health services.  

Medicare Part B is voluntary (optional).  Must enroll into Medicare Part B.  You must become familiar with the enrollment process:  Initial Enrollment Period (this is the 7 month period).  The Special enrollment period (those still employed at age 65 and covered by employer health plan—once employer plan ends –have 8 months to enroll in Medicare Part B and as we will discuss later for a Medicare Supplemental insurance plan.) 

Note:  If an individual is age 65 or older and works for an employer with 100 or more employees, he/she can escape the Part B premiums.  Does not have to sign up until he/she is no longer covered by group health insurance.  

Next slide, we will examine the financing for Part B.
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Part B Financing 
> Sources of Part B Medicare Revenue  (SMI Trust Fund):

• General revenues (73%);
• Beneficiary premiums (25%); and
• Interest income and other sources  (2%)

> Part B does not have financing challenges similar to Part A, 
because it is funded by beneficiary premiums and general 
revenues that are set annually to match expected outlays. 

> However, future increases in spending under Part B will require 
increases in general revenue funding and higher premiums paid 
by beneficiaries.   
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Source: *2016 Annual Report of the Records of Trustees of the Federal Hospital Insurance and Federal 
Supplementary Medical Insurance (SMI) Trust Funds. 

Presenter
Presentation Notes
Part B Financing:  Funding for Part B comes from the following:

General revenues (73%);
Beneficiary premiums (25%); and
Interest income and other sources (2%)

Part B does not have financing challenges similar to Part A, because it is funded by beneficiary premiums and general revenues that are set annually to match expected outlays.   However, future increases in spending under Part B will require increases in general revenue funding and higher premiums paid by beneficiaries.   
  
Next slide, we will examine Part B out-of-pocket expenses…
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Part B Out-of-Pocket Costs
> Deductible $183.  Co-pay 20% of covered services
> Basic monthly premium $109.00/$134.00 (taken directly from SS check)

• The Part B premium must represent one-fourth (25%) of the average cost for 
beneficiaries:  

• “Hold-Harmless Law”: Section 1839(f) of the SS Act of 1965 ensures that 
dollar value increases in Part B premiums for “eligible” beneficiaries (not 
subject to means testing) do not exceed the dollar value of the SS COLA

> Income Related Monthly Adjusted Amount (IRMAA)
• More and more beneficiaries will be subject to this surcharge because 

threshold amounts will not be indexed until 2020. 
• Roth Conversions will affect IRMAA 
• HR 2 - The Medicare Access and CHIP Reauthorization Act of 2015, 

(known as the “Doc fix”, will increase IRMAA premiums beginning in 2018 
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Presenter
Presentation Notes
Part B Out-of-Pocket Costs: The beneficiary will pay the following out of pocket costs:  

Annual deductible $183 in 2017 (up from $166 in 2016) before Medicare begins to pay its share. 

Then, after your deductible is met, the beneficiary typically pays 20% of the Medicare-approved amount of the service, if the doctor or other health care provider accepts assignment. There’s no yearly limit for what the beneficiary pays out-of-pocket. Beneficiary also pays some copayments or coinsurance for Part B services. The amount depends upon the service, but is 20% in most cases. 

Basic Monthly Premium.  Part B has a basic monthly premium.  For 2017, those beneficiaries subject to the “hold-harmless rule” will pay a premium of $109.00 .  However, new beneficiary’s signing up for Part B in 2017, and certain beneficiary’s whose income is above certain thresholds will be paying a base premium of $134.00  It’s estimated about 30% of Part B beneficiary’s will be paying this higher amount ($134.00 in 2017.)  Part B premiums are taken directly from Social Security checks. By law, the Part B premium must represent one-fourth of the average cost for beneficiaries.   Section 1839(f) of the SS Act of 1965 ensures that dollar value increases in Part B premiums for “eligible” beneficiaries (not subject to means testing) do not exceed the dollar value of the SS COLA.

Income Related Monthly Adjusted Amount (IRMAA).  As required in the Medicare Prescription Drug, Improvement, and Modernization Act of 2003, beginning in 2007 the Part B premium a beneficiary pays each month is based on his or her annual income (means testing), known as Income Related Monthly Adjusted Amount (IRMAA)…More and more beneficiaries will be subject to this surcharge because threshold amounts will not be indexed until 2020.  Roth Conversions will affect IRMAA conversion amounts will increase AGI.  And beginning in 2018, H.R. 2 the bipartisan bill, The Medicare Access and CHIP Reauthorization Act of 2015“ known as the “Doc Fix”  will increase  the percentages of the Part B IRMAA premiums between $133,501 and $160,000 ($267,001 - $320,000 for a couple) will pay from 50 percent to 65 percent.  Beneficiaries that earn $160,001 and above ($320,001 and above for a couple) will pay 80 percent.  Starting in 2020, this policy will update the threshold for inflation based on where beneficiaries were in 2019. 

Next slide, we will examine the Part B Monthly IRMAA premiums for 2017. 
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Part B Monthly IRMAA  

45

Individual
Tax Return

Married
Filing Jointly

2017 Monthly Premium is If your yearly income in 2015 was..

$109.00/$134.00 $85,000 or less $170,000 or less

$187.50 (premium + 40%) $85,001-$107,000 $170,001-$214,000

$267.90 (premium + 100%) $107,001-$160,000 $214,001-$320,000

$348.30 (premium + 160%) $160,001-$214,000 $320,001-$428,000

$428.60 (premium + 220%) Above $214,000 Above $428,000

Source:  https://www.federalregister.gov/articles/2012/11/21/2012-28275/medicare-program-medicare-part-b-
monthly-actuarial-rates-premium-rate-and-annual-deductible.  Note:  Under current law the threshold amounts 
will not be indexed until 2020.  Threshold amounts will increase in 2018 to pay for HR 2 The Medicare Access 
and CHIP Reauthorization Act of 2015 (aka, the “doc fix”).

Presenter
Presentation Notes
2017 Part B Monthly Income Related Monthly Adjustment Amount (IRMAA) . Notice that the 2017 Monthly IRMAA premium is based on the individual’ modified adjusted gross income (MAGI) back in 2015.  As required in the Medicare Prescription Drug, Improvement, and Modernization Act of 2003 (MMA), beginning in 2007 the Part B premium a beneficiary pays each month is based on his or her annual income (means testing).  

On November 10, 2016, the Centers for Medicare & Medicaid Services (CMS) announced the 2017 Medicare Part B monthly premium amount of $134.00.  The Medicare Trustees had projected that Part B premium (and deductible) amounts would increase by approximately 10% from 2016.  According to the Trustees, the magnitude of the projected increase in the standard premium was attributable to higher-than-expected Part B spending in 2016; a need to provide for adequate reserves in the Supplementary Medical Insurance (SMI) trust fund; and the effect of having no cost-of-living adjustment (COLA) for Social Security benefits in 2016. The lack of a Social Security COLA means that 70 percent of Part B enrollees are prevented from paying higher Part B premiums in 2016 (they will pay the $109.00 in 2017)  due to the so-called “hold-harmless” provision in the Social Security law, while the other 30 percent will pay the higher premium of $134.00.  Review slide

Next slide, we will review the Medicare Auto Enrollment Dates for Medicare Part A and Part B…


https://www.federalregister.gov/articles/2012/11/21/2012-28275/medicare-program-medicare-part-b-monthly-actuarial-rates-premium-rate-and-annual-deductible
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Part A and B Enrollment Dates 

46

Initial Enrollment 
Period (IEP)

 7 month period begins 3 months before the month 
you turn 65. Coverage starts the first day of birth 
month.
 If you enroll on the month you turn 65 or during 

the last 3 months of your IEP, the start date will 
be delayed 

General 
Enrollment Period

(GEP)

 If you did not sign up for Part A or Part B during the 
IEP and aren’t eligible for a SEP you can sign up 
between January 1 – March 31 each year.  
Coverage begins July 1 of that year. May have to 
pay a higher Part B premium for late enrollment 
penalty (10% for each 12 full month). 

Special Enrollment 
Period (SEP)

 Once the IEP ends, you may have the chance to 
sign up for Part B when you were first eligible 
because you’re covered under a group health plan*. 
 During 8-month period that begins the month 

after the employment ends or the coverage 
ends, whichever happens first. (No penalty).

Note:  COBRA (Consolidated Omnibus Budget Reconciliation Act) coverage and retiree health plans aren’t considered 
coverage based on current employment. You’re not eligible for a Special Enrollment Period when that coverage ends

Presenter
Presentation Notes
Part A and Part B Enrollment Periods :  The Initial Enrollment Period:  During the IEP a beneficiary can sign up for both Part A and Part B during the 7-month period that begins 3 months before the month he/she turns 65, includes the month he/she turns 65, and ends 3 months after the month he/she turns 65.  If the beneficiary signs up for Part A and Part B during the first 3 months of their IEP, in most cases, their coverage starts the first day of their birthday month. However, if the beneficiary is on the first day of their month, their coverage will start the first day of the prior month. If the beneficiary enrolls in Part A and/or Part B the month he/she turns 65 or during the last 3 months of your IEP, the start date for their Medicare coverage will be delayed. 

General Enrollment Period: If you did not sign up for Part A or Part B during the IEP and aren’t eligible for a SEP you can sign up between January 1 – March 31 each year.  Coverage begins July 1 of that year. May have to pay a higher Part B premium for late enrollment penalty .  The late penalty is 10% for each 12 full months (one year) not enrolled.    

Special Enrollment Period.  Once your Initial Enrollment Period ends, you may have the chance to sign up for Medicare during a Special Enrollment Period. If you didn’t sign up for Part A and/or Part B when you were first eligible because you’re covered under a group health plan based on current employment (your own, a spouse’s, or if you’re disabled, a family member’s), you can sign up for Part A and/or Part B: Anytime you’re still covered by the group health plan; During the 8-month period that begins the month after the employment ends or the coverage ends, whichever happens first.  Usually, you don’t pay a late enrollment penalty if you sign up during a Special Enrollment Period. This Special Enrollment Period doesn’t apply to people with End-Stage Renal Disease (ESRD). See page 24. You may also qualify for a Special Enrollment Period if you’re a volunteer serving in a foreign country. 

COBRA (Consolidated Omnibus Budget Reconciliation Act) coverage and retiree health plans aren’t considered coverage based on current employment. You’re not eligible for a Special Enrollment Period when that coverage ends. To avoid paying a higher premium, make sure you sign up for Medicare when you’re first eligible. 

Next slide, we will examine the calculation for the late penalty…
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Part B Late Enrollment Penalty

Mary delayed signing up for Part B two (2) full years after she 
was eligible. She’ll pay a permanent 10% penalty for each full 
12-month period she delayed. The penalty is added to the Part B 
monthly premium ($134.00 in 2017). Her premium for 2017 will 
be as follows: 
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$134.00 (2017 Part B base premium) 
+ $  26.80                     (20% of $134.00)  

$160.80  (Mary’s Part B monthly premium for 2017)

Presenter
Presentation Notes
Part B Late Enrollment Penalty:  If  a beneficiary does not take Part B when first eligible, he/she may have to wait to sign up during the annual General Enrollment Period (GEP) which runs from January 1 through March 31 of each year.  Their coverage will be effective July 1 of that year.  If the beneficiary does not take Part B when they’re first eligible, he/she will have to pay a premium penalty of 10% for each full 12-month period they could have had Part B but didn’t sign up for it, except in special situations. In most cases, they’ll have to pay this penalty for as long as they have Part B.

This is an example of how you might calculate a late enrollment penalty for Part B.  Mary delayed signing up for Part B two full years after she was eligible. She’ll pay a permanent 10% penalty for each full 12-month period she delayed. The penalty is added to the Part B monthly premium ($121.80 in 2016). So for 2016, her premium will be:

     $134.00 (2017 Part B standard premium) 
   + $26.80  (20% of $134.00] (2 X 10%)  
	 ________________________________________
   $160.80 (Mary’s Part B monthly premium for 2017)


Next slide, we will examine Medicare Part C…the other choice Medicare beneficiaries will have…
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Medicare Part C - MA Plans
> Medicare Advantage (MA) plans, formerly 

“Medicare+ Choice.  
• Optional Choice: Estimated that 32% of 

Medicare enrollees (18.5 million) will choose 
a MA plan in 2017¹  

> MA plans combines the coverage of both Part 
A & B into a single health care plan. The 
plans may also provide prescription drugs 
(MA-PD) and other services, dental and 
vision.  

> MA plans are offered by private insurance 
companies and managed care companies who 
are contracted with CMS.  
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Source:  ¹ Source: MPR/Kaiser Family Foundation analysis of CMS Advantage enrollment files 2008-2015 at: 
http://kff.org/medicare/fact-sheet/medicare-advantage/ ² CMS.gov  9-22-2016, KFF.org 5-11-2016 
www.cms.gov/ReportsTrustFunds/download.

www.medicare.gov/part-c/

Presenter
Presentation Notes
Medicare Part C:  Also known as Medicare Advantage (MA) plans, formerly “Medicare+ Choice” under the Balanced Care Act (BBA) of 1997 and later renamed “Medicare Advantage” plans under the Medicare Modernization Act (MMA) of 2003, is an optional choices that Medicare beneficiaries may choose.  

These MA plans combine the coverage of both Part A & B into a single health care plan. The plans may also provide prescription drugs (MA-PD) and other services, dental and vision.  These MA plans are offered by private insurance companies and managed care companies who are contracted with CMS.  

To find out what Medicare Advantage Plans are available in your area, visit www.medicare.gov/part-c/ 

Next slide, we will examine the various types of MA plans. 

http://kff.org/medicare/fact-sheet/medicare-advantage/
http://www.cms.gov/ReportsTrustFunds/download
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Types of MA Plans 
> Medicare contracts with insurers to offer the following 

different types of health plans:
• Local Coordinated Care Programs “LCCP” – combines HMOs and 

PPOs (75% ).
• Regional PPOs (6%) 
• Private Fee-for-Service (1.5%)
• Special Needs Plans (12%)
• Other types of private plans: HCPP, PACE plans, Medical Savings 

Accounts (6%) 

> Not all available plan types are in plan areas. 
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Presenter
Presentation Notes
Medicare Advantage Plan Types:  Medicare contracts with insurers to offer the following different types of health plans:

Local Coordinated Care Programs (LCCP) made up of HMOs and PPOs, accounted for 75% of enrollment in 2015.  The vast majority of these plans were HMO’s.
Regional PPOs accounted for 6% of enrollees in 2015 
Private Fee-for-Service, as authorized in 1997, 1.5% of enrollees in 2015
Other types of private plans (cost plans, HCPP, PACE plans, medical savings demonstrations and pilots) accounted for 6% of enrollees in 2015
Special Needs Plans, typically HMO plans, are restricted to beneficiaries who are (1) dually eligible for Medicare and Medicaid (2) live in LTC institutions (3) have chronic conditions
    accounted for 12% of the plans.

Next slide, we will examine the MA plan costs
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MA Plan Costs
> Must still pay Part B premium

• Some plans may pay all or part for beneficiary
• Some people may be eligible for state assistance

> Beneficiary may also pay monthly premium to plan:
• The average premium in 2017 is $31.40  (down from $32.60 in 2016)

> Beneficiary may pay deductibles / co-insurance / co-payments 
• Costs may be higher if out-of-network

> Maximum annual out-of-pocket expenses cannot exceed 
$6,700.
• For 2016, beneficiary’s average out-of-pocket expense was $5,041.
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Presenter
Presentation Notes
MA Plan Costs:  If your client joins a Medicare Advantage Plan, he/she must continue to pay the monthly Medicare Part B premium. ($109.00/$134.00).   A few plans may pay all or part of the Part B premium and some people with limited income and resources may be eligible for state assistance.  Part C Medicare Advantage beneficiary’s will also pay a monthly premium to the plan.  According to CMS, the average monthly premium in 2017 is $31.40 (a drop of $1.20 cents from $32.60 in 2016).  Part C Medicare Advantage beneficiary will also pay deductibles, co-insurance and copayments.  However there is a maximum out-of-pocket amount of $6,700 after reaching that amount the plan will pay 100% of costs.  Note:  For 2016, for most plans the average out-of-pocket expense was $5,041.

Next slide, we will examine the specific enrollment dates for MA plans.
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MA Plan Enrollment / Disenrollment 
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Initial Enrollment 
Period (IEP)

7 month period that starts 3 months before 65th

birthday and 3 months after the month of  65th

birthday. 

Fall Open (Annual) 
Enrollment Period 

(AEP)

Between October 15 and December 7, anyone can 
join, switch or drop a Medicare PDP. Coverage will 
begin on January 1, as long as the plan gets request 
by December 7. 

MA Disenrollment 
Period (MADP)

Between January 1 through February 14 you can 
leave MA plan and change to Original Medicare.  
Coverage begins the first month after leaving the MA 
plan. 

5-Star Special  
Enrollment Period

Between December 8 and November 30 can switch 
to a 5-Star MA plan. Plans are assigned their star 
rating once per year, in October. However, the plan 
won’t actually get this rating until the following 
January 1.

Presenter
Presentation Notes
Medicare Advantage Enrollment/Disenrollment : A Medicare beneficiary is limited in when and how often he/she can join, change or leave a Medicare Advantage plan.  First is the Initial Enrollment Period, the Initial Enrollment Period is similar to the enrollment dates for Medicare Part A and Part B.  You can join a Medicare Advantage Plan when first eligible for Medicare, during the Initial Enrollment Period (IEP), which begins 3 months immediately before your 65th birthday, or the 3 months after your 65th birthday.  If the Medicare beneficiary does not enroll during the IIP then they can enroll during the Fall Open (Annual) Enrollment:  The Fall Open )Annual) Enrollment Period are the dates between October 15 through December 7 of each year, he/she can change how they get their Medicare health coverage.  

The MA Disenrollment Period (MADP) allows a Medicare beneficiary who is already enrolled in a MA plan to leave the MA plan and choose Original Medicare (Parts A and Part B).   The dates of the MADP are between January 1 to Feb. 14 each year. The coverage under Original Medicare will take effect on the first day of the calendar month following the date on which the election or change was made. Also, during this time, a Medicare beneficiary who switches to Original Medicare will have until Feb. 14 to also join a Medicare Prescription Drug Plan to ensure they will have drug coverage in 2017.  The PDP coverage will begin the first day of the month after the drug plan gets their enrollment form. If your client belongs to a Medicare Advantage (MA) Plan, he/she can switch to Original Medicare from January 1 – February 14.  If they go back to Original Medicare during this time.  Here are some things that cannot be done during the MADP :  

• Switch from Original Medicare to a Medicare Advantage Plan.
• Switch from one Medicare Advantage Plan to another.
• Switch from one Medicare Prescription Drug Plan to another.
 
5-Star Enrollment Period:  Medicare uses information from member satisfaction surveys, plans, and health care providers to give plans overall star ratings from one to five stars. A 5-star rating is considered excellent. At any time during the year, you can use the 5-Star SEP to enroll in any of these types of plans with a 5-star overall rating; Medicare Advantage-only (MA) plan, Medicare Advantage plan with prescription drug coverage (MA-PD), Medicare Prescription Drug Plan (PDP), or a Cost Plan, as long as you meet the plan’s enrollment requirements (for example, living within the service area). If you’re currently enrolled in a plan with a 5-star overall rating, you may use this SEP to switch to a different plan with a 5-star overall rating. CMS also created a coordinating SEP for prescription drug plans. This SEP lets people who enroll in certain types of 5-star plans without drug coverage choose a prescription drug plan, if that combination is allowed under CMS rules. You may use the 5-star SEP to change plans one time between December 8 and November 30 of the following year. Once you enroll in a 5-star plan, your SEP ends for that year and you’re allowed to make changes only during other appropriate enrollment periods. Your enrollment will start the first day of the month following the month in which the plan gets your enrollment request. Plans are assigned their star rating once per year, in October. However, the plan won’t actually get this rating until the following January 1. To find star rating information, visit the Medicare Plan Finder at www.medicare.gov. Look for the Overall Plan Rating to identify 5-star plans that you can change to during this SEP. The Medicare & You handbook doesn’t have the full, updated ratings for this SEP.

Next slide we will examine Medicare Part D. 
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Medicare Part D – Prescription Drugs
> The Medicare Prescription Drug, Improvement, and 

Modernization Act (MMA) 2003 (effective 2006)
• Offered by insurance companies and other private 

companies approved by CMS (voluntary).  
> Two ways to get Part D prescription drug plan:

• Stand-alone Plans - PDP’s add coverage to Original 
Medicare (Parts A & B).

• Integrated Plans – MA plans (like an HMO or PPO), 
commonly called MA-PDs. 
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Visit: www.medicare.gov/part-d/

Presenter
Presentation Notes
Medicare Part D:  Medicare Part D was added to Medicare after the passage of the Medicare Prescription Drug Improvement and Modernization Act of 2003, effective in 2006.  Offered by insurance companies and private companies approved by CMS.  Part D is voluntary.  Those eligible are people who are entitled to Part A or are enrolled in Part B (also known as Original Medicare).  There are two ways to get Medicare Part D coverage: 

Stand-alone prescription drug plans (PDP):  Medicare Prescription Drug Plans (sometimes called PDPs) add prescription drug coverage to Original Medicare, some Medicare Private Fee-for-Service (PFFS) Plans, some Medicare Cost Plans, and Medicare Medical Savings Account (MSA) Plans.
Integrated Plans:  Medicare Advantage Plans (like an HMO or PPO) or other Medicare health plans that offer prescription drug coverage.  Medicare Advantage Plans with prescription drug coverage are sometimes called “MA-PDs.”     

Next slide, we will review the Part D financing.
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Part D Financing*
> Sources of Revenue:

• General revenues (76%);
• Beneficiary premiums (14%); and
• State payments (10%).

> Part D does not have financing challenges similar to Part A, 
because it is funded by beneficiary premiums and general 
revenues that are set annually to match expected outlays. 
However, future increases in spending under Part D will 
require increases in general revenue funding and higher 
premiums paid by beneficiaries.  

> The 2017 Part D base premium rate is $35.63 

53

Source: *2016 Annual Report of the Records of Trustees of the Federal Hospital Insurance and Federal 
Supplementary Medical Insurance Trust Funds. 

Presenter
Presentation Notes
Part D Financing:  According to the 2016 Annual Report of the Records of Trustees of the Federal Hospital Insurance and Federal Supplementary Medical Insurance (SMI) Trust Funds, Part D which is part of the SMI Trust Fund (also includes Part B) reported total income for Part D in 2015 was $90.0 billion. Sources of Revenue:  

Read from slide….Part D is financed through general revenues (73%), beneficiary premiums (14%), and state payments (10%). Similar to Part B, enrollees with higher incomes pay a larger share of the cost of Part D coverage.  

The Centers for Medicare & Medicaid Services (CMS) projected today that the average premium for a basic Medicare Part D prescription drug plan in 2017 will remain stable, at an estimated $35.63 per month. 

Note:  Part D does not have financing challenges similar to Part A, because both are funded by beneficiary premiums and general revenues that are set annually to match expected outlays. However, future increases in spending under Part B and Part D will require increases in general revenue funding and higher premiums paid by beneficiaries.   

Next slide, we will examine the Part D Out-of-pocket expenses…
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Medicare Part D – IRMAA 2017
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Beneficiaries who file 
Single with 2015 income 

that is: 

Beneficiaries who file 
MFJ with 2015 income that 

is: 

Premium and Income 
Related Adjustment 

Amount

Income Threshold
Tier 1 Up to $85,000 Up to $170,000 $35.63 Base premium

Income Threshold
Tier 2 > $85,000 - $107,000 > $170,000 - $214,000 $13.30 + Base 

premium

Income Threshold
Tier 3 > $107,000 - $160,000 > $214,000 - $320,00 $34.20 + Base 

premium

Income Threshold
Tier 4 > $160,000  - $214,000 > $320,000 - $428,000 $55.20 + Base 

premium

Income Threshold
Tier 5 > than $214,000 > than $428,000 $76.20 + Base 

premium
*The Part D IRMAA is not collected by the Medicare Part D plans, but instead paid directly to the Federal government (Social 
Security, Railroad Retirement Board, or Office of Personnel Management benefits).  The base premium rate is $35.63 in 2017.  
Income thresholds are not indexed for inflation through 2019. Note:  Under current law the threshold amounts will not be 
indexed until 2020.  Threshold amounts will increase in 2018 to pay for HR 2 The Medicare Access and CHIP Reauthorization Act 
of 2015 (aka, the “doc fix”). 2017 premiums based on  2015 reported  income.

Presenter
Presentation Notes
Medicare Part D IRMA (Income Related Monthly Adjustment Amount):  The income-related monthly adjustment amount (IRMAA) Part D premium was created by ACA of 2010, taking effect in 2011.  Part D enrollees with certain higher annual incomes (Review slide) will be subject to means testing (similar to Part B means testing) and to make additional payments to the government for Part D coverage, regardless of the plan selected.  In 2017, the national base premium will be $35.63, and the monthly IRMAA premium will range from $13.30 to $76.20, depending on income.  In 2016, an estimated 5 percent of Part D enrollees were required to make these additional payments.  Under current law, the income thresholds are not indexed to increase annually until 2020, which will result in an increasing share of Part D enrollees paying the income-related premiums over the next several years.  2017 premiums are based on 2015 reported income.

Note:  The additional monthly Part D income-related adjustment amount is not collected by the Medicare Part D plans, but instead paid directly to the Federal government.  The amount of a beneficiary’s IRMAA will be directly deducted from his/her Social Security, Railroad Retirement Board, or Office of Personnel Management benefits. If there are not sufficient funds in the individual’s government benefits, then Medicare will bill them directly.  Medicare Part D beneficiaries affected by the 2017 IRMAA will receive a letter from the Social Security Administration notifying them of their Medicare Part D plan premium increase. Reminder:  This IRMAA premium is in addition to the monthly premium for the Part D prescription drug plan. 

Note:  Threshold amounts will increase in 2018 to pay for HR 2 The Medicare Access and CHIP Reauthorization Act of 2015 (aka, the “doc fix”).


Next slide, we will review the Part D Benefit parameters for 2017…
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Part D Benefit Parameters for 2017
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Beneficiary Pays
$400

Beneficiary Pays
100% of 

Drug Costs
($7,425 - $3,700)

$3,725

ACA 2017, 
enrollees pay

40% on brand name 
drugs, and 51% on

generic. 

Deductible 

Tier 2
“Donut Hole”

$4,950 

Tier 1
Initial Coverage*

$3,700

Tier 3
Catastrophic 

Coverage
$8,071

Plan pays 75% of 
drug costs up to 
$3,300 = $2,475

Beneficiary pays 
25% of drug 
costs up to 

$3,300 = $825

Plan 

Pays 95%

Beneficiary pays 
greater of 5 % of 

remaining costs or 
$3.30 for generic 

drugs and $8.25 for 
all other drugs.

*Initial Coverage Limit in 2017 is $3,700 ($400 + $2,475 + $825) When the beneficiary reaches $3,700  he/she is in 
Tier 2, the “Donut Hole”.  True Out-of-Pocket (TrOOP) threshold expenditures is $4,950 ($400 + $825 + $3,725).  Tier 
3-Catastrophic Coverage once you spent a total of out-of-pocket costs of $8,071. 

Presenter
Presentation Notes
Standard Medicare Part D Benefit Parameters for 2017:  The beneficiary will first pay a deductible of $400 (was $360 in 2016) before the plan starts to pay its share.  Once the deductible of $400 has been met, the beneficiary will then move into Tier 1, the initial coverage. Review slide.

Tier 1 Initial Coverage Phase total payment for drug costs both plan and the beneficiary/enrollee is $3,700 (a $390 increase over the 2016 initial coverage limit of $3,310):  To arrive at $3,700, the plan pays 75% of drug costs up to $3,300 ($3,700 - $400), which equals $2,475.  Then the beneficiary/enrollee pays 25% of costs up to $3,300, which is $825.  Plus the beneficiary/enrollee’s out of pocket costs of $400.  Add up all of these number and you get $3,700 ($400 + $2,475+ $825).  Once a total drug cost of $3,700 has been paid, the beneficiary/enrollee moves into Tier 2 the Coverage Gap, aka the “Donut Hole.”  

In Tier 2, the donut hole, the beneficiary/enrollee pays 100% of his/her drug plan costs up until he/she has paid a total of $4,950.  This amount is also known as the True-out-of-pocket (TrOOP) threshold expense.    This figure $4,950 is calculated by totaling all of the beneficiary’s/enrollee’s out of pocket costs ($400 + $825 + $3,725).   So the maximum out of pocket figure in the donut hole is $3,725 ($7,425 - $3,700).  During the Tier 2 “Coverage Gap (donut hole), under the Affordable Care Act (ACA) of 2010, manufacturer prices for brand-name drugs purchased in the gap will be discounted by 55 percent, with plans paying an additional 5 percent for a total discount of 60%, the beneficiary/enrollee pays the remaining 40 percent in 2017 .  For example,  in 2017, if the beneficiary reaches the 2017 Donut Hole and purchase a brand-name medication with a retail cost of $100, he/she will pay $40 for the medication, and receive $90 credit toward meeting their 2017 out-of-pocket spending limit – or Donut Hole exit point.  Keep in mind that the beneficiary only gets credit for 90% of the brand-name drug purchase costs towards meeting his/her 2017 out-of-pocket threshold limit (or TrOOP) of $4,950.  The 90% includes the 60% discount paid by the brand-name drug manufacturer and the 40% paid by the beneficiary.  The 10% discount paid by the Medicare Part D plan does not count toward TrOOP.  In addition, plans will pay 49 percent of the cost (up from 42% in 2016) for generic drugs in the gap, with enrollees paying a maximum of 51 percent. This means: The beneficiary will save more on generic medications in the 2017 Coverage Gap.  As an example, if the beneficiary reaches the 2017 Donut Hole phase of their Medicare Part D plan, and their generic medication has a retail cost of $100, he/she will pay $51. The $51 that he/she spends will count toward their out of pocket spending limit or TrOOP.

Tier 3 Catastrophic Coverage:  Here the plan pays 95% and the beneficiary/enrollee pays the greater of 5% of remaining costs or $3.30 for generic drugs and $8.25 for all other drugs. Don’t forget the insured will also pay a monthly premium for coverage, which in 2017 averages $35.63. Certain high income taxpayers will pay an additional surtax. 

Since the enactment of the ACA, more than 9.4 million seniors and people with disabilities have saved over $15 billion on prescription drugs, an average of $1,598 per beneficiary.

Next slide, we will examine the Part D enrollment / Disenrollment Periods…
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Part D Enrollment /Disenrollment 
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Initial Enrollment 
Period (IEP)

When you first become eligible for Medicare, 
you can join during the 7 month period that 
starts 3 months before 65th birthday and 3 
months after the month you turn 65.

Fall Open (Annual) 
Enrollment Period 

(AEP)

Between October 15 and December 7, can 
enroll in, change  or drop a Medicare PDP. 
Coverage will begin on January 1, as long as 
the plan gets request by December 7. 

MA Disenrollment 
Period (MADP)

Each year between January 1 through 
February 14 can leave MA plan and change to 
Original Medicare with or without  PDP.

Presenter
Presentation Notes
Part D Enrollment/Disenrollment : The Initial Enrollment Period:  Similar to enrollment dates for Medicare Part A and Part B.  You can join a Medicare Part D drug plan when you first become eligible for Medicare, during your Initial Enrollment Period (IEP), which begins 3 months immediately before your 65th birthday, or the 3 months after your 65th birthday.  

Open (Annual) Enrollment Date:  If a person did not enroll for a Part D plan during the IEP, then he/she can enroll during the Open (annual) Enrollment Period dates between October 15 and December 7.  In addition, if a person already belongs to an PDP A plan, http://www.medicareinteractive.org/uploadedDocuments/mi_extra/SEP-Chart.pdf

MA Disenrollment Period:  Each year between January 1 through February 14 can leave MA plan and change to Original Medicare with or without  PDP.


Next slide, we will examine Medicare Supplement (Medigap) policies.  
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Medicare Supplement (Medigap) Policies 
> Health Insurance sold by private insurance 

companies to fill gaps in Original Medicare (Parts A 
& B). 
• Covers only services covered by Medicare and can 

only be purchased by enrollees of Original Medicare.
> Standardized by the federal government (OBRA 

1990):
• Currently, there are 10 standard plans 

(A,B,C,D,F,G,K,L,M and N).
> Enrolling in Part B triggers the open enrollment 

period to buy a Medigap policy with guaranteed 
issue from any company (lasts 6 months). 
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Note:  Waiver State Standard Plans:  Three states (Massachusetts, Minnesota, and Wisconsin) offer standard Medigap plans, 
but are exempt from the OBRA standard plan provisions.

Presenter
Presentation Notes
Medicare Supplement Insurance.  Medicare Supplement (Medigap) policies, are an important source of supplemental coverage for Medicare beneficiaries.  These policies are designed to pick up coverage where Medicare leaves off, in other words fill the gaps.  But remember, these policies will only cover the services Medicare covers. Medicare Supplement policies can only be purchased by enrollees in Original Medicare.  


Currently, there are 10 standards plans:  Read from slide. 

Enrolling in Part B triggers the open enrollment period to buy a Medigap policy with guaranteed issue from any company (lasts 6 months) 

Next slide, we will examine Medigap premium ratings.  
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Medigap Premium Ratings

> Attained-age rated
• Premiums increase each year after 

enrollment.

> Community-rated
• No-age rating, all members pay same 

premium.

> Issue-age rated
• Premiums based on age when enrolled and  

do not increase with age.   
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http://www.medicare.gov/find-a-
plan/questions/medigap-

home.aspx?AspxAutoDetectCooki
eSupport=1

Presenter
Presentation Notes
Medigap Premium Ratings:  Medigap insurance policies sold through private insurance companies have several different ratings that apply to the Medigap policies and determine how much premiums cost through the various insurance agencies across the country.   They are:

Attained age:  are those that feature premiums that are set based on age.  They are less expensive when first purchased (enrolled)  at age 65, but they will increase each year after enrollment. This policy may start out as the most affordable plan, but may actually cost the enrollee the most every month a decade or so later.  For example:  If you enroll in a Medigap plan at 65 with a rate of $120, your premium may increase to $132 when you turn 69, and $165 at 72.  As well as the plan may increase due to inflation and other factors.
Community-rated :  Features the same monthly premium for all members regardless of their age when they enroll in the plan.  No matter how long the policyholder keeps the policy, it will never be increased due to age. The identical rates are determined for everyone within a certain area-generally a city or county.  Note:  that premiums for any type of insurance will generally increase over time due to inflation or other issues.  This kind of Medigap insurance rating can also be called no-age rating, so be aware of the differences in names when you shop around for a policy.   So if you enroll in a plan at 65 or 72 you would be charged the same rate.  Premiums can go up, however, age will not be a factor in an increased Medigap premium.   
Issue –age rated. Medigap insurance policies will set the premium based on the enrollee’s age when he/she purchase the policy, however, it will not change due to your age when you purchase the policy.  It’s an advantage for an individual to purchase the policy at a relatively young age and it will not increase due to his/her age.   Again, premiums typically do increase over time, but each birthday the enrollee has will not create a premium increase.   For example:  If at age 65 your plan’s premium is $120, it may stay at $120 at 72.  But if you were to enroll at 72 your plan’s premium might start at $165 and would not be increased by your age.  Premiums may go up due to inflation, but it will never go up because of your age.  

You should instruct your clients to view specific costs of the Medigap policies sold within their zip codes…visit the Medicare.gov website…review pic…

Next slide, we will examine the chart of the 10 standard plans.
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Medigap Plans
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Benefits A B C D F* G K L M N
Medicare Part A coinsurance 
and hospital costs (up to an 
additional 365 days after 
Medicare benefits are used)

100% 100% 100% 100% 100% 100% 100% 100% 100% 100%

Medicare Part B coinsurance or 
copayment 100% 100% 100% 100% 100% 100% 50% 75% 100% $20-$50

***

Blood (first 3 pints) 100% 100% 100% 100% 100% 100% 50% 75% 100% 100%

Part A hospice care coinsurance 
or copayment 100% 100% 100% 100% 100% 100% 50% 75% 100% 100%

Skilled nursing facility care 
coinsurance 100% 100% 100% 100% 50% 75% 100% 100%

Medicare Part A deductible 100% 100% 100% 100% 100% 50% 75% 50% 100%
Medicare Part B deductible 100% 100%

Medicare Part B excess charges 100% 100%

Foreign travel emergency (up to 
plan limits) 100% 100% 100% 100% 100% 100%

Out-of-pocket
limit in 2017

$5,120 $2,560 

Presenter
Presentation Notes
All Medigap policies cover a basic set of benefits, including:

Medicare Part A coinsurance and hospital costs up to an additional 365 days after Medicare benefits are used up
Medicare Part B coinsurance or copayment
Blood (First 3 Pints)
Part A Hospice Care coinsurance or copayment

In addition, each Medigap Plan covers different benefits:

The skilled nursing facility care coinsurance is covered by Medigap Plans C, D, F, G, K (at 50%), L (at 75%), M and N
The Medicare Part A deductible is covered by Medigap Plans B, C, D, F, G, K (at 50%), L (at 75%), M (at 50%), and N
The Medicare Part B deductible is covered by Medigap Plans C and F
The Medicare Part B excess charges are covered by Medigap Plans F and G
Foreign travel emergency costs up to the plan’s limits are covered by Medigap Plans C, D, F, G, M and N

*Plan F is the Cadillac of the Medigap plans (review slide covers 100%).  Plan F also offers a high-deductible plan in some states ($2,200 in 2017). 
**Plans K and L have out-of-pocket limits of $5,120 and $2,560 respectively in 2017.

Do comparison between Plan F and Plan G.  Plan F is the most expensive. Yes, it is the Cadillac plan.  However, if you compare Plan F vs. Plan G. The only difference is that Plan F pays the Part B deductible ($183 in 2017).  Choosing Plan G you can pay the deductible and pay a much lower premium. Note: Many companies do not offer Plan G (eg., AARP).  Note: Rates can increase each year.  Should be reviewed yearly.   

***Plan N pays 100% of the Part B coinsurance, except for a copayment of up to $20 for some office visits and up to a $50 copayment for emergency room visits that don’t result in an inpatient admission.  Plan N provides about 80% of Medicare Costs for a premium about 35% cheaper than plan F. 

Next slide, we will examine the open enrollment period for Medicare Supplement Policies. 
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Medigap Policy Open Enrollment Period
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Open Enrollment 
Period (OEP)

This 6 month period begins on the first day of the month  
you turn  65  or older and enrolled in Part B.  Once started 
cannot be delayed or repeated.  During Open Enrollment 
Period, an insurance company can’t:

• Use medical underwriting;
• Refuse to sell you any Medigap policy it offers; 
• Charge you more for a Medigap policy than they charge 

someone with no health problems; 
• Make you wait for coverage to start (except in certain; 

circumstances) 
Pre-existing Condition:  Have at least 6 months of prior 
creditable coverage prior to  Medigap effective date without 
more than a 63 day lapse, the insurance company cannot 
make you wait for coverage related to your pre-existing 
conditions.

Note:  Be aware, that the insurer may charge a higher premium, if not enrolling during the OEP , and are not 
protected by a guaranteed issue right. 

Presenter
Presentation Notes
Medigap (Medicare Supplement Insurance) Policy Open Enrollment Period:  When can a beneficiary purchase a Medigap policy?  A beneficiary can purchase a Medigap policy during the Open Enrollment Period.  

The Open Enrollment Period lasts for 6 months and starts on the first day of the month at age 65 or older and enrolled in Medicare Part B.   Medigap insurance companies are generally allowed to use medical underwriting to decide whether to accept an application and how much to charge for the Medigap policy.  However, if a beneficiary applies during their Medigap Open Enrollment Period, he/she can buy any Medigap policy the company sells, even if he/she has health problems, for the same price as people with good health. The best time to buy a Medigap policy is during your Medigap Open Enrollment Period. This 6-month period begins on the first day of the month in which you’re 65 or older and enrolled in Part B. (Some states have additional Open Enrollment Periods.) After this enrollment period, you may not be able to buy a Medigap policy. If you’re able to buy one, it may cost more. 

If an individual delays enrolling in Part B because they have group health coverage based on their (or their spouse’s) current employment, the Medigap Open Enrollment Period won’t start until he/she signs up for Part B.   Federal law generally doesn’t require insurance companies to sell Medigap policies to people under 65.  If you’re under 65, you might not be able to buy the Medigap policy you want, or any Medigap policy, until you turn 65.  However, some states require Medigap insurance companies to sell Medigap policies to people under 65. 

During your Medigap Open Enrollment Period, an insurance company can’t:

Use medical underwriting
Refuse to sell you any Medigap policy it offers 
Charge you more for a Medigap policy than they charge someone with no health problems 
Make you wait for coverage to start (except in certain circumstances) 

If one applies for Medigap coverage after their open enrollment period, there’s no guarantee that an insurance company will sell them a Medigap policy if they don’t meet the medical underwriting requirements (unless they’re eligible for one of the limited exceptions). 

Pre-existing Condition:  To avoid a not having coverage for a pre-existing condition, insured must have had at least 6 months of prior creditable coverage prior to Medigap effective date without more than a 63 day lapse, the insurance company cannot make you wait for coverage related to your pre-existing conditions.

Next slide, we’ll review some resources.  
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Resources
> Social Security:

• Social Security Administration www.ssa.gov
• Social Security Benefit Calculators 

www.ssa.gov/planners/calculators.htm
• Social Security Advisory Board www.ssab.gov
• Social Security Retirement Questions FAQ 

www.ssdrc.com/retirementquestions.html
• AARP - American Association of Retired People 

www.aarp.org
• Congressional Budget Office: Social Security Primer 

www.gao.gov/new.items/d05193sp.pdf
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Presenter
Presentation Notes
Resources:  Here are some Social Security resources.  

Next slide Medicare and Medigap resources

http://www.ssa.gov/
http://www.ssa.gov/planners/calculators.htm
http://www.ssab.gov/
http://www.ssdrc.com/retirementquestions.html
http://www.aarp.org/
http://www.gao.gov/new.items/d05193sp.pdf
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Resources
> Medicare: 

• www.medicare.gov
• www.medicare.gov/find-a-plan
• http://www.medicare.gov/pubs/pdf/10050.pdf
• www.q1medicare.com/PartD-2011MedicarePartD-

statisticsTexprint.php
> Medigap Policies:

• Choosing a Medigap Policy; Centers for Medicare & 
Medicaid Services 

• State Health Insurance Assistance Program
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Presenter
Presentation Notes
Resources:  Here are some Medicare and Medigap policy resources. 

Next slide, The end.

http://www.medicare.gov/
http://www.medicare.gov/find-a-plan
http://www.q1medicare.com/PartD-2011MedicarePartD-statisticsTexprint.php
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Presenter
Presentation Notes
We’ll that’s the end of today’s CE program.  I hope you found it to be informative.  

Ask attendees to sign-out on their Student Information Form .  




FOR BROKER DEALER USE ONLY.  NOT TO BE USED WITH THE PUBLIC.    BROKER EDUCATIONAL SALES & TRAINING INC. © 2017

Don’t Forget…

 Student Information Form
 Sign-out

 State Affidavit/Third Party 
Monitor Form (if required)
 Must be signed

THANK YOU

Presenter
Presentation Notes

Thank You
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