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Medicare has four
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MEDICARE HAS FOUR PARTS.
Part A and Part B are referred to as “Original Medicare” and are
applied for through the Social Security Administration. Part C and D
are applied for through private insurance companies in most cases.
One of my main job responsibilities is helping you understand the
diﬀerent Part C plans in comparison to your needs, and each year
when there are changes.

PART A

HOSPITAL INSURANCE
Part A covers inpatient hospital stays, skilled nursing facility, hospice care,
and some home health care. Most people do not pay a premium for Part A.
If you or your spouse have worked at least 40 calendar quarters (10 years)
in any job where you paid Social Security taxes, you do not have to pay a
premium for Part A. Part A does still include deductibles and copays for
certain services. For example, for room and board at the hospital you are
responsible for a deductible every 60 day beneﬁt period.

PART B

MEDICAL INSURANCE
Part B covers certain doctor services like a specialist visit, outpatient
services, durable medical supplies, and preventive services. Most people
pay a premium each month for Part B. For 2021, the standard monthly
premium is $148.50. There are deductibles and coinsurance associated
with Part B services. In 2021, you will pay $203 for your Part B deductible.
After you meet your deductible for the year, you typically pay 20% of the
Medicare-approved amount for doctor services (including most doctor
services while you’re a hospital inpatient), outpatient, and durable
medical equipment. Preventative
care is generally covered at a $0 copay.

THE PLANS ON THE NEXT PAGE ARE AN ALTERNATIVE TO ORIGINAL MEDICARE (PART A
AND B). THEY INCLUDE PART A, PART B, AND USUALLY PART D.
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The plans below are an alternative to Original Medicare (Part A
and B). They include Part A, Part B, and usually Part D.

MEDICARE ADVANTAGE
Medicare Advantage plans are oﬀered by private insurance companies
but have to follow standards and be approved by Medicare each year,
thus allowed to call themselves Part C of Medicare. You must be enrolled
in both Part A and Part B to join a Medicare Advantage plan. You’ll still be
in the Medicare program, but you will receive all of your beneﬁts through
the Medicare Advantage plan instead of through Original Medicare (your
red, white, and blue card).
Medicare Advantage (Part C) plans combine coverage for hospital care,
doctor visits and other medical services all in one plan. Plans are required
to provide all of the beneﬁts oﬀered by Medicare Parts A and B minimally.
Many plans also provide prescription drug coverage and additional beneﬁts
like routine dental, vision, hearing, and gym memberships that Original
Medicare does not cover. These plans can change beneﬁts yearly, so it is
important to review your annual notice of change in the fall.

PRESCRIPTION DRUG COVERAGE
Helps cover the cost of prescription drugs. You can receive these beneﬁts
through a Medicare Advantage plan with drug coverage or standalone
Medicare drug plan. Each drug plan is designed with diﬀerent copays,
preferred pharmacies, and can cover diﬀerent medication on their formulary
(covered drug list). These plans can change each year, so it should a priority
to understand the changes to covered medication, etc. Part D is optional,
but there is a penalty if you do not sign up when you ﬁrst become eligible
for Medicare. If you have other creditable coverage, like employer coverage
through yourself or spouse, you may not have a penalty.
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MEDICARE SUPPLEMENT
Medicare supplement insurance (or Medigap) helps pay some of the
out-of-pocket health care costs that Original Medicare (Parts A and B)
doesn’t pay. It isn’t a government beneﬁt, like Parts A and B. Plans are
oﬀered through private insurance companies. It’s your decision whether
to add a supplement with your Original Medicare.
There are 10 standardized Medicare supplement insurance plans, labeled
“A” through “N.” (These letters are not related to the Medicare Part A, B,
C and D) The main purpose of a Medicare supplement plan is to cover
some of the out-of-pocket costs not paid by Medicare Parts A and B. This
includes deductibles, co-pays and co-insurance. Each standardized plan
with the same letter must oﬀer the same basic beneﬁts, no matter which
insurance company is oﬀering the plan. For example, the basic beneﬁts of
one company’s Plan G are the same as the basic beneﬁts of another
company’s Plan G. However, the premium cost of a plan could be diﬀerent
between insurance companies in a service area; and many states and zip
codes are rated at diﬀerent premiums for the same plan.

**Not connected with or endorsed by the United States government or the federal Medicare program.
The oﬃcial US government website for Medicare is www.medicare.gov.

2:

Medicare
Supplement vs.
Medicare Advantage

MEDICARE ADVANTAGE
PART
A&B

Medicare Advantage plans were designed as an alternative to Original
Medicare (Part A and Part B). By joining one of these plans, you are
allowing the plan to provide all of your Part A and B services. Medicare
pays the Medicare Advantage Plan a set monthly amount for your care. So
in a roundabout way, the Part B premium you pay to Medicare each month
does get to your Medicare Advantage Plan.
You must always continue to be enrolled in Part A and pay your Part B
premium to stay enrolled in a Medicare Advantage Plan. You must also
live in the plan’s service area. In a lot of cases, you will need to use
doctors and facilities who participate in the plan’s network and service
area with a Medicare Advantage Plan, but some plans do give you the
ability to use out of network doctors and facilities, usually with a higher
copay or coinsurance. Common types of Medicare Advantage Plans are
HMOS and PPOS.
Advantage plans were built with an out-of-pocket maximum on your
yearly medical spending. Think of this as a protection from unexpected
and catastrophic medical bills. If you reach this certain out-of-pocket limit,
the plan pays for your covered medical expenses for the remainder of the
calendar year. Please note that Part D prescription costs are separate.
Medicare Advantage policies are NOT Medigap plans. You may not have a
Medicare Advantage Plan and Medigap plan at the same time. With a
Medicare Advantage plan you will use a network of providers and facilities.
You will pay co-pays and co-insurance when you receive most healthcare
services. Each plan designates their cost sharing (copays, etc.) so it is
important to evaluate how the plans diﬀer when making your decision. For
example, one plan may have a ﬂat rate for a hospital stay and other plan
may charge a copay per day, for a set number of days.
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MEDICARE
B&D
PREMIUM
INCOME

PART B

DID YOU KNOW THAT MEDICARE
B & D PREMIUMS ARE BASED ON
YOUR INCOME?
Did you know that Medicare Part B and D premiums are based on
your income? Most clients I have met do not know this and are
sometimes stunned to learn they will not be paying the standard rate
for Medicare. The chart on the next page, from www.medicare.gov
shows the 2021 income breakdown and related Medicare premiums
for individual and married couples. Each year the premium
responsibility does get reassessed based on your yearly taxes, so the
premium can change if your income changes. If you have an
extenuating circumstance, for example, you received a large
inheritance, you can ﬁle an appeal with Social Security to see if
they will approve an exception to the increased income.
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PART B PREMIUM
BASED ON INCOME:

If your yearly income in 2019 was:
(for what you pay in 2021)

FILE INDIVIDUAL
TAX RETURN

FILE JOINT
TAX RETURN

FILE MARRIED &
SEPARATE TAX
RETURN

YOU PAY
EACH MONTH
(IN 2021)

$88,000 or less

$176,000 or less

$88,000 or less

$148.50

above $88,000
up to $111,000

above $176,000
up to $222,000

Not applicable

$207.90

above $111,000
up to $138,000

above $222,000
up to $276,000

Not applicable

$297.00

above $138,000
up to $165,000

above $276,000
up to $330,000

Not applicable

$386.10

above
$165,000 and
less
than $500,000

above
$330,000 and
less than
$750,000

above
$88,000 and less
than $412,000

$475.20

$500,000 or
above

$750,000 and
above

$412,000 and
above

$504.90

**Not connected with or endorsed by the United States government or the federal Medicare program.
The oﬃcial US government website for Medicare is www.medicare.gov.

3:

Higher income
individuals pay
more for Medicare

PART D PREMIUM ADJUSTMENT
BASED ON INCOME

If your yearly income in 2019 was:
(for what you pay in 2021)

FILE INDIVIDUAL
TAX RETURN

FILE JOINT
TAX RETURN

FILE MARRIED &
SEPARATE TAX
RETURN

YOU PAY
EACH MONTH
(IN 2021)

$88,000 or less

your plan
premium

not applicable

$12.30 +
your plan
premium

$88,000 or less

$176,000 or less

above $88,000
up to $111,000

above $176,000
up to $222,000

above $111,000
up to $138,000

above $222,000
up to $276,000

not applicable

$31.80 +
your plan
premium

above $138,000
up to $165,000

above $276,000
up to $330,000

not applicable

$51.20 +
your plan
premium

above $165,000
and less than
$500,000

above $330,000
and less than
$750,000

above
$88,000 and
less
than $412,000

$70.70 +
your plan
premium

$500,000 or
above

$750,000 and
above

$412,000 and
above

$77.10 +
your plan
premium
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MEDICARE DOESN'T COVER EVERYTHING
Original Medicare Part A and B does not cover all of your routine
beneﬁts. Routine hearing, dental, and vision are not part of Original
Medicare, although, Medicare Advantage Plans typically do include
some of these beneﬁts.
Medicare Part A and B, as you may realize at this point, do not cover
prescription drug coverage. You need to choose a Medicare
Advantage Plan with drugs or a stand alone drug plan to avoid
penalty and have coverage for your medication.
Medicare will pay for medically necessary skilled-nursing facility or
home health care but generally does not cover costs for "custodial
care” which is care that helps you with activities of daily living, such
as dressing, bathing, and eating. Custodial care is what takes place at
most nursing homes or long-term care facilities. To help pay for these
services, you either need to have a savings, long-term care insurance
policies, or be eligible for the state Medicaid system assistance.
Routine foot care, cosmetic surgery, and acupuncture are also not
covered by Original Medicare.
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MEDICARE PART D PRESCRIPTION DRUG
COVERAGE COSTS CAN CHANGE
THROUGHOUT THE YEAR.
PART D

stage 1

stage 2

There are four main stages of a Medicare prescription drug plan in a
calendar year. Not everyone will see all of these stages for many reasons
and not all Part D plans have preferred pharmacy networks. For example, if
you receive extra help through Medicare or the PA state PACE program,
your drug costs are designed diﬀerently. If you have an employer plan this
exact model will most likely not apply. It is important to understand this
in detail and how it applies to your situation. Below are the four stages of
a traditional Medicare prescription drug plan, however you always need to
review your evidence of coverage to know how your plan costs work.

STAGE ONE of a Medicare prescription drug plan is the deductible. Not all
plans have a deductible responsibility, so this may not apply to your plan.
If it does apply, in 2021 the deductible could be as much as $445. This
means you would be responsible for the ﬁrst $445 at the pharmacy
before your plan pays their part of the drug cost outlined in your plan.
Usually this is only on higher tiered medication, but plans can change
beneﬁts yearly.

STAGE TWO of a Medicare drug plan is what most are familiar with when
they go to the pharmacy and pick up a medication. In this stage you have
a set copay (ex. $10, $40) or a coinsurance (ex. 20%) for the medication.
You stay in this stage until your retail price of medication reaches the 2021
limit of $4130. Retail price includes your copays AND what your drug
company provider has paid for the medication. Thus higher priced
medication like brand names can push you through this stage limit of
$4130 at some point in the calendar year. So, what happens when your
retail spending hits this amount?
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WHAT HAPPENS WHEN YOUR RETIAL
SPENDING HITS IT’S LIMIT?
Once you reach your limit, you then move into STAGE THREE - the
coverage gap stage. Most Medicare drug plans have a coverage
gap (also called “the donut hole”). Why do many people hear this
term and cringe? When an individual reaches this stage, they no
longer have a "set" copay responsibility on their prescription drug
plan. They are now responsible for 25% of the price of all brand and
generic medication until they get through this stage. So how do you
get through? Once your spending in STAGE ONE and STAGE TWO
reaches $6,550 out-of-pocket in 2021, you are out of the coverage
gap and into catastrophic coverage. It needs to be noted that
manufacturers are contributing 70% of the brand name medication
cost to help you get to the $6,550 limit faster.

stage 4

STAGE FOUR or “catastrophic coverage” starts if you do reach the
$6,550 limit in a calendar year. This stage assures you pay only a
small coinsurance amount or copayment for covered drugs for the rest
of the calendar year. It is important to note, that the stages of the
drug plan reset January 1st, and you go back to stage one.
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