
 
 

KNOWLEDGE SERIES 

 
 

  

 MEDICARE  

 Explained 

Melvin P. LeFever 
© 2026 Melvin P. LeFever 

ALL RIGHTS RESERVED 

This material is unbiased and intended 

to impart general information regarding 

65 + Medicare benefit basics including 

Medigap Supplemental and IRMAA in     

an easy-to-understand educational based 

format. 



- 1 - 

 

                    

       

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Section 1.  
 

Original Medicare Simplified 
  

          Original Medicare includes Part A and Part B and is a Fee-for-Service 

payment arrangement where each service rendered is billed separately. Anyone 

on Medicare is called a “Medicare Beneficiary.” Medicare Part A is known as 

hospital insurance and covers inpatient hospitalization, skilled nursing home, 

hospice, blood, and home health services. If you had to purchase Part A coverage 

today it would cost up to $565 each month. You usually do not have to pay a 

premium if you or your spouse has paid Medicare taxes while working, and 

there is a $1,736 deductible per 60-day benefit period.  For an example, if you 

were admitted to a hospital on the 15th. of January, that would start a 60-day 

benefit period requiring a $1,736 deductible. If you had to be readmitted again 

on April 15th. because your heart could not take paying all those taxes. Another 

60-day benefit period begins requiring another $1,736 deductible.  
 

          Medicare Part B is known as medical insurance and covers medically-

necessary services like doctors' services, outpatient care, and home health 

services. You must pay a premium based upon your income which starts at 

$202.90 per month and there is a $283 annual deductible. After meeting your    

annual deductible, Medicare pays 80% of the Medicare-approved amount and   

the Medicare beneficiary pays the remaining 20%. Doctors and providers who 

do not accept assignment may charge more than the Medicare-approved amount, 

but there is a ceiling called the limiting charge. This sets the maximum for 

excessive charges, which can be no more than 15%.    
 

          If you do not sign up for Part B when you are first eligible, you may have 

to pay a late enrollment penalty for as long as you have Medicare. Your monthly 

premium for Part B may go up 10% for each full 12-month period that you 

could have had Part B, but did not sign up for it. Usually, you do not pay a late 

enrollment penalty if you meet certain conditions, such as ending Employer 

Group coverage. 
 

          Generally, when you apply for Social Security benefits you will 

automatically get Part A and Part B starting the first day of the month you turn 

65. If your birthday is on the first day of the month, Part A and Part B will start 

the first day of the previous month. The Red, White, and Blue Medicare card 

will usually arrive in the mail 3-months before your 65th. birthday. If you are   

age 65 or getting Social Security benefits, and/or you are still working and you 
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want Medicare Part A and Part B. You will still need to sign up, and you will 

need to pay the Part B premium by bank draft until your Social Security benefits 

begin. If you do not sign up for Medicare Part A and Part B when you are first 

eligible, you can sign up between January 1st. and March 31st. each year, and the 

coverage will begin July 1.  But you can sign up anytime while you or your 

spouse are covered under an Employer Group Health Plan through eithers 

current employment, or during the 8-month period that begins the month after 

employment or group health coverage ends, whichever happens first. When 

ending Employer Group coverage, it wise to consult with the Employer’s Group 

administrator to verify how it could affect spousal coverage and whether spousal 

coverage can be retained. 
 

2026 Part B Premiums are Based upon 2024 Annual Income 

File Individual Tax Return File Joint Tax Return Monthly Premium 

  $109,000 or less    $218,000 or less          $202.90  

  $109,000 up to $137,000    $218,000 up to $274,000         $284.10   

  $137,000 up to $171,000    $274,000 up to $342,000          $405.80  

  $171,000 up to $205,000    $342,000 up to $410,000          $527.50   

  $205,000 up to $500,000    $410,000 up to $750,000          $649.20   

  $500,000 and up   $750,000 and up         $689.90 

 

          Help Paying for Part B Premiums and Costs 

          There may be help available through the Medicare Savings Programs that 

will pay for the Medicare Part B cost(s). Eligibility is determined by completing 

an online application known as the Medicare Buy-in. The online application will 

usually process quickly if the information requested was complete. Otherwise, 

the response received could be for more detailed information and/or documentation. 

Qualifying for the Medicare Buy-in is based upon Means Testing over income 

and asset limits. If a Medicare beneficiary has excessive income or resources 

over a certain threshold, they will not qualify.   

          QMB Medicare Savings Program Qualified Medicare Beneficiaries 

          For 2026, single Medicare beneficiaries must have monthly income less 

than $1,350 with resources less than $9,950, and married Medicare beneficiaries 

must have monthly household income less than $1,824 with resources less than 

$14,910.  Medicare beneficiaries with (QMB) status qualify to have their 

Medicare Part B premiums paid as well as the Medicare Part B deductibles and 

co-insurance within the prescribed limits. A (QMB) beneficiary automatically 

qualifies for Extra Help for Medicare Part D drug costs. 
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          SLMB Medicare Savings Program Special Low-income Medicare Beneficiary 

          For 2026, single Medicare beneficiaries must have monthly income less 

than $1,616 with resources less than $9,950, and married Medicare beneficiaries 

must have monthly household income less than $2,184 with resources less than 

$14,910.  Medicare beneficiaries with (SLMB) status only qualify to have their 

Medicare Part B premiums paid for, and no Medicare Part B deductibles or co-

insurance.  (SLMB) beneficiaries automatically qualify for Extra Help for 

Medicare Part D drug costs.            

        QI Medicare Savings Program Qualifying Individuals  

          (QI) is funded by a block grant and is available on a “first come” basis 

which is also contingent upon the availability of funds. For 2026, single 

Medicare beneficiaries must have monthly income less than $1,816 with 

resources less than $9,950, and married Medicare beneficiaries must have 

monthly household income less than $2,455 with resources less than $14,910.  

Medicare beneficiaries with (QI1) status only qualify to have their Medicare 

Part B premiums paid for, and automatically qualify for Extra Help for 

Medicare Part D drug costs.           

          Resources Defined 

          Resources are defined as the value of the things you own, such as rental 

property and other real estate, or investment property; cash, checking and 

savings accounts, or certificates of deposit (CDs); stocks, bonds, savings bonds, 

mutual funds, and brokerage accounts; and retirement accounts such as (IRAs). 

Some examples of what is not counted as a Resource is the primary residence 

(homestead), personal possessions, primary vehicle, and basic home furnishing. 
              

          Assignment 

          Assignment means that your doctor, provider, or supplier agrees (or is 

required by law) to accept the Medicare-approved amount as full payment for 

covered services.  

          If your doctor, provider, or supplier accepts assignment they agree to 

charge you only the Medicare deductible and coinsurance amount and wait for 

Medicare to pay its share before asking you to pay your share. They must 

submit your claim directly to Medicare for payment. 

          Certain doctors or providers who do not want to work with Medicare can 

opt out of Medicare. If you choose to work with an opt-out provider you will 

have to set up the payment terms that you both agree upon through a private 

contract or arrangement.   
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          What is Not Covered under Original Medicare 

          Original Medicare does not cover Part D Drug Coverage, Long Term 

Care, routine Dental care, Dentures, Cosmetic surgery, Acupuncture, Hearing 

Aids or exams for fitting Hearing Aids. You cannot be covered under Original 

Medicare Fee-for-Service and Medicare Part C (Medicare Advantage) at the 

same time. 
             

          Referrals 

          You do not need referrals from a Primary Care Physician to access care 

from a Specialist or for a procedure, and you are not restricted to networks.  
 

          HSAs and Medicare 

          HSA stands for Health Savings Account. HSAs are usually available to 

any individual covered by a qualified high deductible health plan. 

          HSA contributions (including employer-provided ones) are disallowed 

when other coverage is in place, including Medicare Part A. Workers can still 

use funds already in HSAs for eligible expenses. They just cannot contribute 

further once enrolled in Medicare. There is a 6-month lookback period (but not 

before the month of reaching age 65), therefore it is a best practice for workers 

to stop contributing to their HSA six months before enrolling in Medicare to 

avoid penalties. Ineligible HSA contributions that are considered disallowed are 

not tax deductible and subject to a 6% excise tax (penalty). However, excess 

contributions to your HSA can be removed, if removed before the federal 

income taxes are due. You will still be liable for the regular income taxes due  

on the excess removed from your HSA, but without the excise tax (penalty). 

          Funds already in the HSA can still be used for qualified medical expenses 

upon enrollment in Medicare, including to reimburse taxpayers for Medicare 

premiums (but not premiums for Medicare Supplemental Insurance). 

          If you defer Medicare past the age of 65, the taxpayer must be enrolled in 

an employer-based group health plan. An HSA eligible plan through the private 

marketplace, COBRA, or a health care exchange does not qualify, and in that 

case, they must cease contributions to the HSA upon reaching age 65 and enroll 

in Medicare to avoid lifetime late-enrollment penalties. 

          For more detailed information on Health Savings Accounts, Refer to 

the following publication: 

          IRS Publication 969 

          Health Savings Accounts and Other Tax-Favored Health Plans 
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          Employer-provided Group Health Plans and Medicare 

          Group Health plans for Employers with 20 or more employees are required 

by law to offer workers and their spouses who are age 65 or older the same health 

benefits that are provided to younger employees. If you currently have coverage 

under an employer-provided Group Health plan. You should consult with your 

human resources office before you sign up for Medicare Part B, because Medicare 

Part B requires you to pay a premium. The size of your employer determines 

whether coverage will be creditable once you retire and are ready to enroll in 

Medicare Part B. If your employer has 20 or more employees. Medicare will 

deem your group coverage creditable, and you can avoid the Medicare Part B 

late enrollment penalty by providing evidence of having creditable coverage. 

          If you have Medicare and other health coverage, each type of coverage is 

called a “payer.” When there is more than one payer. The Coordination of 

Benefits rules decide who pays first. The “primary payer” pays what it owes on 

your bills first, and then you or your health care provider sends the rest to the 

“secondary payer” to pay.  

          If you are age 65 or older and have Group Health plan coverage based on 

your current employment status, or your spouse’s current employment status. 

The Coordination of Benefits rules are as follows:  

▪ If the employer has 20 or more employees. The Group Health plan is the 

primary payer and pays first, and Medicare pays second. 

▪ If the employer has fewer than 20 employees and is not part of a multi-

employer or multiple employer group health plan. Then Medicare is the 

primary payer and pays first, and the group health plan pays second. 

▪ If the employer has fewer than 20 employees, but is part of a multi-

employer or multiple employer Group Health plan. The Group Health 

plan is the primary payer and pays first and Medicare pays second. 

The Coordination of Benefits rules can vary based upon your circumstance.  

✓ You are under age 65 and disabled or have End-stage Renal disease. 

✓ You receive Indian Health Services. 

✓ You are under workers compensation, or no-fault liability is involved. 

✓ You are a veteran with Veteran’s benefits, or TriCare. 

✓ You are covered under the Black Lung program. 

✓ You have COBRA, or you have a Medigap policy. 

          NOTE: Employers and Unions are not required to provide retiree coverage, 

and they can change benefits, premiums, or even cancel coverage at any time. 
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          The 3-day Rule 

          This is important because Medicare Part A covers Inpatient admission into 

a Skilled Nursing Home Facility for recovery only after a minimum of at least 

three consecutive days of an Inpatient Hospital admission. This 3-day rule 

does not include the discharge day or pre-admission time spent in an Emergency 

Room or when considered Under Observation. A patient who has met the 

Medicare 3-day formal admission requirement, and then must move into a 

skilled nursing facility for recovery is covered at 100% for the first 20-days       

if under Original Medicare. 

          The 2-Midnight Rule 

          Just because you may stay overnight at a hospital does not mean that you 

were admitted as an Inpatient. If you do not stay beyond 2-Midnights in the 

hospital you would be considered to have been Under Observation and billed 

under Medicare Part B.  Patients leaving the hospital for a nursing facility after 

an observation stay may have to pay the full amount of the out-of-pocket costs 

unless the patient meets certain low-income requirements. If you have been 

Under Observation verses being admitted as an Inpatient for at least 24-hours. 

Hospitals must give you a Medicare Outpatient Observation Notice explaining 

why you are under observation.  
 

          You Have Rights           

          As a Medicare beneficiary you have certain Guaranteed Rights. You    

have the right to be treated with dignity and respect at all times, to have your 

questions about Medicare answered, to be protected from discrimination, to  

have access to doctors and specialists and hospitals, to learn about all of your 

treatment choices and participate in treatment decisions, to get information in   
a way you understand from Medicare and health care providers, to receive 
emergency care when and where you need it, to get a decision about a 
health care payment or service and/or prescription drug coverage, to get    
a review or appeal of certain decisions about a health care payment or 
coverage of services or prescription drug coverage, to file complaints (also 
called grievances) including complaints about the quality of your care, and 
to have your personal and health information kept private. 
                  

          Key Takeaway 

          In most cases you can go to any doctor, hospital, medical facility or use 

any supplier that accepts Original Medicare. For more detail, refer to the 

Medicare and You handbook. 
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Section 2.  
 

Medigap (Medicare Supplement Insurance) 
  

           Medigap policies are offered by licensed Insurance companies through 

their state appointed agents or brokers.  A Medigap policy is also known as a 

Medicare Supplement policy.  Medigap policies can help pay some of the health 

care costs “gaps” that Original Medicare does not cover. Medigap policies are 

standardized and identified as Plan A through Plan N.  Plan E, H, I, and J are   

no longer available for sale, but any existing in force plans are still good. The 

standardized plans are guaranteed renewable even if you have health problems. 

This means the insurance company cannot cancel your Medigap policy if you 

pay the premiums. You must have both Medicare Part A and Part B, and you 

must pay a premium for a Medigap policy in addition to the monthly Medicare 

Part B premium, and a Medigap policy only covers one person.    
 

New to Medicare 

Plan Coverage 

Comparison 

2026 Medigap Plans vary in Coverage and Premium 

A B C D F G K L M N 

Part A  

Deductible  x x x x x 50% 75% 50% x 

Part A              

Co-insurance x x x x x x x x x x 

Part B                 

Deductible           

Part B                

Co-insurance x x x x x x 50% 75% x x 

Part B                

Excess Charges     x x     

Skilled Nursing                

Co-insurance   x x x x 50% 75% x x 

Blood                    

First 3 Pints  x x x x x x 50% 75% x x 

Foreign         

Travel   80% 80% 80% 80%   80% 80% 

 

          Plan F and Plan G also offers a high-deductible plan where a $2,950 

deductible must be paid first before the plan starts paying.  However, the 

premium is lower.  

          Plan N pays 100% of the Part B coinsurance, except for a copayment of 

up to $20 for doctor’s office visits and up to a $50 copayment for Emergency 

Room visits 
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          Medicare SELECT 

          Medicare SELECT is a type of Medigap policy sold that requires you to 

use hospitals, and in some cases, doctors within it a network to be eligible for full 

insurance benefits (except in an emergency).  However, the premium is lower.      
 

          Medigap policies do not cover Long-term Care, like care in a custodial 

nursing home, Vision or Dental care, Hearing aids, Eyeglasses, and Private-duty 

nursing.  Medigap policies are not Medicare Advantage Plans, like an HMO, 

PPO, or a Private Fee-for-Service Plan, and they do not include Medicare 

Prescription Part D drug coverage. 
 

          A Medigap policy is designed to supplement Original Medicare. They are 

not for Medicare beneficiaries on Medicaid, and not for Medicare beneficiaries 

on a Medicare Advantage Plan, or with TRICARE Veteran’s benefits.  
 

          Rate Calculations for Medigap Policies  

          Community rated is where the rates are not based upon age. Generally, 

everyone regardless of age pays the same premium.  Premiums may go up because 

of inflation and other factors but not because of your age.  

          Issue age rated is where the rates are based upon your age when you buy. 

Typically, premiums are lower for people who buy at a younger age, and they 

won’t change as you get older. Premiums may go up because of inflation and 

other factors but not because of your age. 

          Attained age rated is where the rates are based upon your current age and go 

up as you get older.  Premiums are lower for people who are younger but increase 

as they get older and may also go up because of inflation and other factors. 
  
          Key Takeaway 

          For most individuals new to Medicare, a Medigap policy offers great value 

compared to Employer Group Health Insurance or a pre-65 Individual Health 

Insurance Policy.  When comparing the majority of Medigap Plans available,     

a Medicare beneficiary with a Medigap policy pays low or zero out-of-pocket 

when they use the plan. Yes, they pay an up-front premium, but this also allows 

them to remain independent by giving them the option to choose any doctor, 

hospital, medical facility, or supplier who accepts Original Medicare. Besides 

providing the freedom to choose, they have less hassle. Medigap Plans do not 

require referrals or prior authorizations before care is provided.  Since Medigap 

policies are guaranteed renewable they provide no surprise - predictable coverage. 
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Section 3.  
 

Understanding Medicare Part C 
  

          The passage of Balanced Budget Act of 1997 gave Medicare beneficiaries 

the option to receive their Medicare benefits through private health insurance 

plans verses Original Medicare Part A and Part B. These plans were known as 

Medicare Part C or Medicare + Choice plans.  In 2003 after the passage of the 

Medicare Prescription Drug, Improvement, and Modernization Act, “Medicare + 

Choice” became known as “Medicare Advantage” or (MA) plans. Original 

Medicare is also known as Traditional Medicare and/or Medicare Part A and 

Part B. Original Medicare is a “fee-for-service” arrangement. A Medicare 

beneficiary goes to a doctor, and the doctor gets paid a fee for their service 

which is based upon a codified Medicare approved dollar amount. For people 

who choose to enroll in a Medicare Advantage health plan, Medicare pays the 

private health plan a fixed dollar amounts every month. Then the plan contracts 

with Primary Care doctors and Hospitals and negotiates either a fee-for-service 

agreement or a risk contract. Risk contracts are also known as “capitation” 

where the Primary Care doctor receives a fixed payment each and every month 

per member that is assigned to their practice. The fixed amount they receive is 

based upon the amount of risk they want to participate in. The more risk, the 

more they receive per member per month.  Out of the amount a Primary Care 

doctor receives under this capitation agreement they must pay out a portion to 

specialists used by the plan member. That is why a Medicare beneficiary on a 

(MA) coordinated care plan is required to use providers in a network, and to get 

referrals and/or prior authorizations for medical procedures. Should a Medicare 

beneficiary under one of these arrangements choose not to use providers in the 

network, or to not get a referral and/or a prior authorization; they could end up 

being responsible for 100% of the charges.   
 

          To be eligible for a Medicare Advantage plan you must have both 

Medicare Part A and Part B, and live in the Plan’s service area. A Medicare 

beneficiary cannot be enrolled in Original Medicare Part A and Medicare Part B 

and a Medicare Advantage Part C plan at the same time. Enrollment in a Medicare 

Advantage plan does not mean that you are no longer on Medicare, or that you 

will lose your Medicare.  It simply means that the Medicare Advantage plan is 

now responsible for paying for your health care while enrolled in the plan, 

verses Original Medicare. Medicare Advantage plans must provide all the 

benefits and services that Original Medicare offers.    
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           Medicare Advantage plans are not Original Medicare or a Medigap policy. 

When on a Medicare Advantage plan the members will use the issued member 

ID card from the Medicare Advantage plan verses the Red, White and Blue 

Original Medicare card. Medicare Advantage is Medicare’s managed care option 

with the emphasis on Preventative Care that provides Medicare beneficiaries 

another choice on how they would like to receive and pay for their health care. 

Medicare Advantage plans usually have co-payments verses deductibles and co-

insurance. There are several types of Medicare Advantage plan arrangements. 

          HMO (Health Maintenance Organization) Very Common 

          An HMO is also known as a Coordinated Healthcare Plan that is involved in 

how your health care is delivered. This type of managed care refers you to providers 

that participate in the health plan’s network. Most HMO plans require referrals 

and prior authorizations for medically necessary procedures. Unless the plan has 

a POS (Point of Service) option, the plan member must use network providers. 

A plan that has POS may still require the member to coordinate all their out-of-

network care though their in-network Primary Care doctor and may still require 

referrals and prior authorizations. Anytime a member chooses to go out-of-

network though the POS option they will pay higher out-of-pocket costs.   

          An HMO may also include additional value-added services not covered 

under Original Medicare such as Dental and Vision care, and Part D Prescription 

Drug coverage. An HMO including Part D prescription drug coverage is known 

as a MAPDP (Medicare Advantage Prescription Drug Plan). The MAPDP-HMO 

without POS is the most common type of Medicare Advantage plan. 

          PPO (Preferred Provider Organization) Very Popular 

          A PPO operates like an HMO with a POS option. This type of managed care 

offers both in-network and out-of-network options for the participating member. A 

PPO plan also allows the member to access specialist’s and other medically 

necessary care without referrals or coordination though a Primary Care doctor, 

but they still may require prior authorizations. Anytime a member chooses to go 

out-of-network they will pay higher out-of-pocket costs.   

          There are two types of Medicare Advantage PPOs: There are Local PPOs 

and Regional PPOs. The Regional PPO has added protection for Medicare Part A 

and Part B covered benefits.            

          A PPO may also include additional value-added services not covered 

under Original Medicare such as Dental and Vision care, and Part D Prescription 

Drug coverage.  A PPO including Part D prescription drug coverage is also 

known as a MAPDP (Medicare Advantage Prescription Drug Plan). 
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          PFFS (Private Fee for Service) Not Common 

          A PFFS plan is not a Medigap plan even though it may resemble one by 

charging a premium. A PFFS plan is a Medicare Advantage plan that does not 

require plan members to use a network of providers or to get referrals, and may 

not require prior authorizations.  Medicare beneficiaries with a PFFS plan can see 

any provider, hospital, or medical facility eligible to receive payment from Medicare, 

and that agrees to accept the payment terms from the PFFS plan. Therefore, it is 

always best to verify acceptance of payment prior to using any plan benefits. 

Some PFFS plans may also including Part D prescription drug coverage. PFFS is 

not a commonly offered MA plan type and not available in all MA service areas. 

          MSA (Medical Savings Account) Not Popular 

          A MSA plan is a type of Medicare Advantage plan that combines a high-

deductible health plan with a Medical Savings Account. MSA plan members 

initially use their savings account to help pay for health care, and then will have 

coverage through a high-deductible insurance plan after they have paid the 

deductible. MSA plans do not include Part D prescription drug coverage. MSA 

is not a commonly offered MA plan type and not available in all MA service areas. 
           

          Three Areas Needing Review           

          There are three areas needing review when considering a Medicare Advantage 

plan. A plan’s Summary of Benefits provides all the information needed for this 

comparison. The Medicare web-site also provides online comparison tools.   

. 

                         BENEFITS 

                           SAVINGS 

                           ACCESS 
          Benefits 

          If a Medicare beneficiary’s main area of concern or emphasis is on 

Benefits, they are usually comparing the maximum out-of-pocket, and looking 

for what is included, such as Diabetic supplies, Part D drug coverage, or Dental 

and Vision care. They are interested in whether they need a referral, about 

in-network and out-of-network coverage, and the plan’s Star rating. Medicare 

rates each plan by a Star rating and is based upon an overall measure of quality, 

which includes quality of care, responsiveness, and satisfaction. 
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          Savings 

          If a Medicare beneficiary’s main area of concern or emphasis is on Savings, 

they are usually interested in plans that have zero monthly plan premiums, and 

are looking for low out-of-pocket costs and/or co-payments. They are also interested 

in whether they qualify for any state or federal subsidies, or if the plan reduces 

the Medicare Part B premium as a plan benefit also known as a “giveback.”  

          Access 

          If a Medicare beneficiary’s main area of concern or emphasis is on Access, 

they are interested in what Primary Care Physicians (PCPs), Specialists, and 

Hospitals are participating with the plan (also known as being in the network), 

and/or the limitations on out-of-network coverage.  

          A Medicare beneficiary will never find a plan that has all the whistles   

and bells (Benefits), and zero out-of-pocket (Savings), with every doctor and 

hospital (Access). The bottom line is that focus on one or two areas of concern 

will diminish or take away from the other(s). There is no level playing field here.  
 

          Enrollment Periods 

          ICEP & IEP are both Initial Coverage Election Periods that begin 3-months 

before an individual is first entitled to both Medicare Part A and Part B (as described 

in Section 1) and ends 3-months after the first month of eligibility.    

          AEP The Annual Enrollment Period begins October 15th. and runs through 

December 7th., and is when a Medicare beneficiary may change or join a stand-alone 

Part D drug plan or a Medicare Advantage plan for a January 1st. effective date.      

          SEP The most common types of Special Election Periods are for 

beneficiaries who have state or federal subsidized benefits, or who have changed 

a county of residence, or for those individuals coming off Employer Group or 

Union coverage, and for those who may have certain chronic illnesses.   

          OEP The Open Enrollment Period begins January 1st. and runs through 

March 31st. The OEP is for Medicare Advantage plan members only. Who want to 

switch back to Original Medicare and select a stand-alone Part D drug plan if they 

had MAPDP, or switch from one Medicare Advantage plan to another (like to like). 

A beneficiary cannot switch from Original Medicare to a Medicare Advantage plan, 

or switch from one Stand-alone Prescription Drug plan to another. 
 

          Key Takeaway  

          Medicare Advantage plans are a viable option for those beneficiaries who 

would rather pay as they need care verses pre-paying with a Medigap policy.                                  



- 13 - 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

       

 

Section 4.  
 

Medicare Part D Drug Coverage   
  

          Medicare Part D is Medicare’s Prescription Drug coverage. Eligibility is 

based upon having either Medicare Part A and/or Part B. It can be purchased as 

a Stand-alone Drug Plan in addition to Original Medicare, or it may be included 

in a Medicare Advantage plan.  
 

          Stand-alone Part D (Drug) Plans (PDP) 

          Stand-alone Part D Drug Plans are offered by State Regulated Insurance 

Companies and have premiums. Drug plan premiums will vary by company, and 

by plan. Part D Drug Plan premiums are in addition to Part B premiums. 

2026 Part D Premiums are Based upon 2024 Annual Income 

File Individual Tax Return File Joint Tax Return Monthly Premium 

$109,000 or less $218,000 or less 
Plan Premium 

only 

$109,000 up to $137,000 $218,000 up to $274,000 
Plan Premium 

plus $14.50 

$137,000 up to $171,000 $274,000 up to $342,000 
Plan Premium 

plus $37.50 

$171,000 up to $205,000 $342,000 up to $410,000 
Plan Premium 

plus $60.40 

$205,000 up to $500,000 $410,000 up to $750,000 
Plan Premium 

plus $83.30 

$500,000 and up $750,000 and up 
Plan Premium 

plus $91.00 

          Stand-alone Part D Drug Plans have a deductible to meet before entering 

the Initial Coverage Period. The deductible for 2026 is $615. 

          Medicare Advantage (MAPDP) 

          Medicare Advantage with Part D Drug Coverage is known as MAPDP. 

MAPDP plans may or may not have premiums for the Part D portion of 

coverage and may or may not have a deductible.  
       

          Enrollment 

          Both Stand-alone Part D Drug plans and Medicare Advantage plans with 
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          The Late Enrollment Penalty 

          Should a Medicare beneficiary choose to not have Part D drug coverage 

when they first become eligible, or they go 63-days without Creditable Coverage 

they may be subject to a penalty. The penalty is calculated by multiplying the 

number of months without coverage by 1% of the national average cost of a  

Part D drug plan, and will last for as long as you are on Medicare. The exception 

to this is if the beneficiary qualifies for Extra Help or has Creditable Coverage at 

the time of enrolling in Part D. Creditable Coverage is prescription coverage 

from a current or former Employer or Union’s Group plan that is on average as 

good as a current Medicare Standard Prescription Drug Plan. VA Drug coverage 

from the Veteran’s Administration is considered to be credible coverage. 
    

          VA Benefits 

          Veterans with VA Benefits may join a Stand-alone Medicare Drug plan or 

a Medicare Advantage Plan with Prescription Drug coverage, but they cannot 

use both types of coverage for the same drug at the same time. 

          CHAMPVA 

          Veterans with CHAMPVA may join a Stand-alone Medicare Drug plan or 

a Medicare Advantage Plan with Prescription Drug coverage, but they will not 

be able to use the Meds by Mail program which can provide their maintenance 

drugs at no charge (no premiums, deductibles, and no copayments).  

          TRICARE 

          Veterans with TRICARE do not need to join a Stand-alone Medicare Drug 

plan, but if they do the Medicare plan will pay first and TRICARE will pay 

second. If the Veteran with TRICARE joins a Medicare Advantage Plan with 

Prescription Drug coverage, and the plan’s network pharmacy is also a TRICARE 

network pharmacy. The pharmacy may coordinate benefits, otherwise the 

Veteran would have to file their own claim to get reimbursed for their             

out-of-pocket costs. 
 

          Indian Health Service (IHS) 

          Many Indian Health Facilities participate in the Medicare Part D drug 

program. Joining a Stand-alone Medicare Drug plan or a Medicare Advantage 

Plan with Prescription Drug coverage may help your Indian Health Facility 

because the plan will pay the Indian Health Facility for the cost of your 

prescription drugs. Using Medicare does not affect your ability to get      

services through the IHS or Tribal Health Facilities.   

Part D Drug Coverage follow the same enrollment guidelines that regulate 

Medicare Advantage Part C Enrollment Periods as identified on Page 12.  
        

          The 2026 OOP limit is $2,100. As a part of the Inflation Reduction Act 

of 2022, the Part D prescription drug costs have been capped. This defines the 

maximum out-of-pocket limits (adjusted for inflation) before the Catastrophic 

Coverage Stage begins. 

          The OOP stands for (Out-of-Pocket). OOP expenses are the payments that 

count towards the Medicare drug plan’s out-of-pocket costs that determines 

when a beneficiary’s Catastrophic Coverage begins. The drug plan keeps track 

of each member’s OOP costs. Each month that a person fills prescriptions 

covered by their plan, they will get an “Explanation of Benefits” (EOB) in       

the mail showing the OOP costs to date. 

          The annual Deductible, Coinsurance and/or Copayments during the Initial 

Coverage Period all count towards the beneficiary’s OOP. 

          The Initial Coverage Period 

          This is a shared level between the beneficiary and the plan, meaning both  

the beneficiary and their plan are responsible for paying a share of the costs 

which are defined by the plan’s Summary of Benefits. Once the total paid of the 

covered prescription drugs reaches $2,100, the beneficiary enters the Catastrophic 

Coverage Stage even if the plan paid 100% of these costs. For an example, let’s 

assume a beneficiary takes seven (7) generic drugs, and the beneficiary for this 

example pays ($0.00) a zero (tier 1) co-payment. However, for this example each 

drug has an actual cost of $30.00 which is paid for by the plan. Therefore, the 

beneficiary for this illustration would enter Catastrophic after ten months.            

7 x $30.00 = $210 x 10 months = $2,100. 

          Not every beneficiary with Part D Drug coverage with enter into this 

Catastrophic Coverage Stage. 

          The Coverage Gap which was known as the “Donut Hole” has now been 

eliminated. When the Affordable Care Act was passed in 2010, it included a 

gradual fading out of the Coverage Gap stage. 

          Catastrophic Coverage Period 

          When the beneficiary’s combined out-of-pocket costs paid exceeds the 

OOP threshold of $2,100 for 2026. They enter into the Catastrophic stage of 

coverage. Then the beneficiary will pay $0.00 for covered generic drugs and 

$0.00 for covered brand drugs for the remainder of the calendar year. When 

January 1st. rolls around again, so begins a new Initial Coverage Period.  
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          Prescription Lookup Tools  

          All plans use formularies. A Formulary is a list of Medications covered by 

the plan. While a Plan is not required to cover every prescription drug on the 

market, they are required to include prescription drugs for every drug category. 

All plans use networks of pharmacies, and have a Utilization Review Process in 

place for Prior Authorizations, Quantity Limits, and Step Therapy. 

          Prescription and Pharmacy Network Lookup Tools are available on the 

Medicare website as well as on the Plan Provider’s website. 

          2026 Extra Help Paying for the Part D Costs 

          Extra Help is also known as the “Low Income Subsidy,” and is available 

by making application through Social Security.  Extra Help can help pay for a 

Medicare Part D drug plan’s monthly premium, any yearly deductible, coinsurance, 

and/or copayments.  The Coverage Gap is eliminated, and late enrollment penalties 

do not apply.   

         Qualifying for the Extra Help is based upon eligibility. For a single person 

their annual income must be less than $23,940 with Resources less than $18,090.  

For a married person living with a spouse and no other dependents the annual 

household income must be less than $32,460 with Resources less than $36,100.          
Resources are defined on page 3. 
 

          Part D Senior Savings Model  (The Insulin Savings Program) 

          In 2026, the cost of a one-month supply of each Part D covered insulin 

will be capped at $35, and you will not have to pay a deductible for insulin. This 

applies to everyone who takes insulin, even if you get Extra Help. Starting    

July 1, 2023 similar caps on costs will apply for insulin used in traditional 

insulin pumps covered by Medicare 

          Pharmaceutical Drug Assistance Programs 

          Many drug manufacturers have no-cost or low-cost prescription drugs for 

those who meet certain requirements. Your doctor or pharmacist should be able 

to identify a drug’s pharmaceutical manufacturer. Eligibility is determined by 

contacting the manufacturer to find out the qualifying details. 

          Key Takeaway  

          A Medicare beneficiary’s best resource concerning their Part D prescription 

usage is their Pharmacy or through their plan’s “Explanation of Benefits.” Their 

best resource concerning covered Part D prescription medications is their plan’s 

online formulary and/or the plans prescription Lookup Tools.           
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Section 5.  
 

IRMAA 

 
          In 2003, Congress passed the Medicare Modernization Act creating what 

is now known as (IRMAA) the Income Related Monthly Adjustment Amount. 

(IRMAA) could also be referred to as a Medicare Subsidy Reduction. To fully 

understand the effect of (IRMAA), you need to know how these regulations 

impact your Medicare Premiums and how they could affect your Social  

Security Retirement Income.  

          IMPACT: You must understand your only mandatory cost in retirement. 

According to Social Security’s Program Operation Manual System you must 

have Creditable Health Insurance (CHI) to be eligible to collect Social Security 

benefits. (CHI) over the age of 65+ is Medicare Part A. Medicare Part A is also 

known as Hospital Insurance. Medicare Part A is available premium free if you 

paid into FICA payroll taxes over 40-collective quarters. Enrollment into Medicare 

Part A is automatic for those beneficiaries 65+ who have started receiving Social 

Security Retirement benefits. Failure to have (CHI) leads to automatic forfeiture 

of all Social Security benefits. If you want to opt out of Medicare entitlement 

Part A you must pay back any Social Security and Medicare benefits received. 

In 2026, if you had to purchase Medicare Part A it would cost up to $565 per month. 

          IMPACT: Medicare Premiums are based upon your income. Medicare 

premiums include the cost for Medicare Part B and Medicare Part D. Medicare 

Part B is also known as Medical Insurance, and Part D is known as Prescription 

Drug Coverage. The more income you generate could increase the premiums for 

Medicare Part B and known as (IRMAA-B). The more income you generate 

could also increase the premiums for Medicare Part D known as (IRMAA-D). 

Social Security Retirement benefits automatically pay for Medicare Part B 

premiums, and any (IRMAA) assessed surcharges. Medicare Part D premiums 

can be optionally elected to paid out of Social Security Retirement benefits. 

          IMPACT: You need to understand what triggers a Medicare Premium 

surcharge verses the taxation of Social Security Retirement benefits. The 

Income that counts towards (IRMAA) is based upon your Modified Adjusted 

Gross Income plus tax-exempt interest (MAGI+). Income over a specific threshold 

will trigger a surcharge and is like going over a Tax Cliff because just one dollar 

over the threshold will subject you to the surcharge. While the taxation of Social 

Security Retirement benefits is based upon Provisional Income, e.g. W-2/1099 

income, withdrawals from IRAs, and 50% of Social Security Retirement Income. 

           

 

 

 
 

           



- 17 - 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

         WHAT IS  IRMAA  

          (IRMAA) is a surcharge for Premium Adjustment. The actual full cost 

for Medicare Part B in 2026 is $811.60. Therefore, Medicare Part B and Part D 

are both subsidized as a Medicare Premium Reduction. This amount is adjusted 

and reported annually in the Medicare Board of Trustees Report. The difference 

between the actual full cost and the subsidy reduction is what the beneficiary 

pays. There is no set published formula for calculating (IRMMA-D) for Part D. 

(CMS) calculates the (IRMAA-D) amounts based off the National Base Premium 

for Medicare Part D drug plans each year and then notifies the (SSA) for the 

(IRMAA-D) determinations.  

2026 SUBSIDY TABLE 

The Part B Premium Reduction 

FILING STATUS PART B PREMIUM 

 Individual Tax Return  Joint Tax Return 
Subsidy 

Reduction 

Beneficiary 

will Pay 

 $109,000 or less  $218,000 or less 75% 25% 

 $109,000 to $137,000  $218,000 to $274,000 65% 35% 

 $137,000 to $171,000  $274,000 to $342,000 50% 50% 

 $171,000 to $205,000  $342,000 to $410,000 35% 65% 

 $205,000 to $500,000  $410,000 to $750,000 20% 80% 

 $500,000 and up  $750,000 and up 15% 85% 

          The Centers for Medicare and Medicaid Services (CMS) is responsible for 

determining the income thresholds and surcharges for (IRMAA) and publishing 

the (IRMAA) thresholds annually. The Social Security Administration (SSA) is 

responsible for notifying those who exceed an (IRMAA) threshold as well as 

collecting the surcharges. The (SSA) reports information to the Internal Revenue 

Service (IRS) for income and (IRMAA) verification. The (IRS) then verifies the 

documented (MAGI+) off the beneficiaries reported Tax Return. 

          (IRMAA) impacts anyone age 65+ with (MAGI+) above the threshold for 

their filing status, and enrolled into either Medicare Part B and/or Part D:  

▪ Original Medicare (Part A) with or without Part B, 

▪ Original Medicare with or without Part B and a stand-alone Part D plan, 

▪ Part C Medicare Advantage plan with prescription drug coverage (MAPDP), 

▪ Part C Medicare Advantage plan with no prescription drug coverage. 
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Sources of Income that will count towards the (IRMAA) Surcharge: 

W-2 Wages Traditional IRAs Pension Income Annuity Income 

1099 Income Traditional 401(k)s Rental Income Interest & Dividends 

RMDs Traditional 403(b)s Provisional Income Capital Gains 

Types of Income that will Not count towards the (IRMAA) Surcharge: 

Roth Distributions 

Employer/Individual 

Permanent Life 

Insurance Loans 

(HSA) Savings 

Distributions 

Qualified LTCi 

Distributions 

(IRMAA-B) Thresholds and Premium Increase by Surcharges: 

2026 (IRMAA-B) Calculations are based off                                  

- 2024 reported (MAGI+) 

FILING STATUS PART B Premiums 

 Individual Tax Return  Joint Tax Return Surcharge Total 

 $109,000 or less  $218,000 or less    $0.00 $202.90 

 $109,000 to $137,000  $218,000 to $274,000   $81.20 $284.10 

 $137,000 to $171,000  $274,000 to $342,000 $202.90 $405.80 

 $171,000 to $205,000  $342,000 to $410,000 $324.60 $527.50 

 $205,000 to $500,000  $410,000 to $750,000 $446.30 $649.20 

 $500,000 and up  $750,000 and up $487.00 $689.90 

(IRMAA-D) Thresholds and Premium Increase by Surcharges: 

2026 (IRMAA-D) Calculations are based off                                   

- 2024 reported (MAGI+)  
FILING STATUS Additional Premium 

 Individual Tax Return  Joint Tax Return Surcharge Additional 

 $109,000 or less  $218,000 or less  $0.00 +  $0.00 

 $109,000 to $137,000  $218,000 to $274,000 $14.50 + $14.50 

 $137,000 to $171,000  $274,000 to $342,000 $37.50 + $37.50 

 $171,000 to $205,000  $342,000 to $410,000 $60.40 + $60.40 

 $205,000 to $500,000  $410,000 to $750,000 $83.30 + $83.30 

 $500,000 and up  $750,000 and up $91.00 + $90.00 
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          Any Medicare beneficiary that has (MAGI+) exceeding the standard 

deduction must file a tax return. If a beneficiary with (MAGI+) exceeding the 

standard deduction does not file a tax return for 3-consecutive years. The (IRS) 

will assume that a threshold has been met and notify the (SSA). The beneficiary 

will automatically be placed into the highest (IRMAA) threshold (the surcharge) 

for both Medicare Part B and/or Part D, if they are enrolled. This will have a 

profound effect on their Social Security Retirement Income. Once in (IRMAA) 

if the (MAGI+) is lower the next year, there is supposed to be an automatic 

adjustment. If there is not an automatic adjustment, an appeal must be filed. 

          Determinations of (IRMAA) are calculated 2-months prior to the upcoming 

year with notifications sent out as soon as possible. There are two types of 

notifications. The first is the Initial Notification. This notification is for those 

beneficiaries reaching an (IRMAA) threshold for the first time, or new Medicare 

enrollees who were found to have a (MAGI+) that exceeded an (IRMAA) threshold. 

This notification simply informs the Medicare beneficiary that they have in fact 

reached an (IRMAA) threshold, and what rights they have towards an appeal. 

This initial notification is subject to review and can be reversed by a Qualifying 

Circumstance. There are five Qualifying Circumstances: 

1. An amended Tax Return, 

2. Correction of (IRS) information, 

3. A current 2-year-old tax Return is available, but the (SSA) used (IRS) 

information from 3-years prior, 

4. Report of a change in living arrangements when the tax filing status is 

Married Filing Separately, 

5. A Life-changing Event (needs proof of (MAGI+) for their filing status). 

There are eight Life-changing Events: 

1. Death of a spouse (needs proof of certificate), 

2. Work stoppage (needs proof of change i.e. business transfer/retirement), 

3. Marriage (needs proof of certificate), 

4. Loss of income producing property (needs proof of loss), 

5. Divorce or annulment (needs proof of certificate), 

6. Loss or reduction of pension income (needs proof of plan failure), 

7. Work reduction (needs proof of change e.g. past and current paystubs), 

8. Employer settlement payment (needs statement from employer).  

          For the (SSA) to make a New Initial Determination the beneficiary must      

have a Qualifying Circumstance. The second type of notification is the Annual  

 

 

 



- 20 - 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Notification. This notification is for beneficiaries already enrolled in Medicare 

and already in an (IRMAA) threshold. There are 6-types of Annual Notifications: 

1. The Predetermination Notice: (The PreDN is a Notice of a Planned Action) 

Is for beneficiaries staying at the same (IRMMA) level, or already in 

(IRMMA) but have been found to be in a higher threshold or did not 

appeal the New Initial Determination. The notice explains when the (SSA) 

plans to make an (IRMAA) change effective, how the determination was 

made, and how to make corrections within 10-days of receiving the notice 

for a New Initial Determination. 

2. The Correction Notice: (if no action taken within 20-days of a PreDN) 

Explains the 60-days Rights for an Appeal, what (MAGI+) information 

was used, and the year that the (IRMAA) change is effective. 

3. Overage Notice: Explains if too much was charged previously.  

4. The Determination Notice: Is for those beneficiaries who have been 

notified by a Predetermination Notice and responded within the proper 

time and have proof that the (IRS) was incorrect. 

5. The Reconsideration Notice: Is for those beneficiaries who requested 

reconsideration after receipt of an Overage Notice, Correction Notice, or a 

determination was made. 

There are three types of Reconsideration Notices: 

The Affirmation Notice: Upholds the agency’s determination. 

The Reversal Notice: Corrects the agency’s determination, the agency was 

incorrect. 

The Dismissal Notice: Is for beneficiaries who did not Appeal with good 

cause, or when the beneficiary cannot provide proof or evidence that the 

(IRS’s) data that was provided by the beneficiary was wrong.  

6. The T2R Notice: This is the final notice that sums up everything that will 

happen. 

          Any beneficiary that has received a Notice has 60-days to file an Appeal. 

          The (SSA) automatically deducts any (IRMAA) assessed surcharges out 

of a beneficiary’s monthly Social Security Retirement benefit as earned. If the 

amount owed exceeds the beneficiary’s monthly Social Security Retirement 

benefit, they will be billed the difference. If a beneficiary is found to be in an 

(IRMAA) arrearage there may be Equitable Relief if the arrearage is greater than 

five times the current Part B standard premium plus the current (IRMMA-B). This 

Equitable Relief comes in the form of an installment plan for the repayment. 
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          Every Medicare beneficiary has the right to file an Appeal within    

60-days of receiving a notification after meeting an (IRMAA) threshold. When 

filing an Appeal, the beneficiary must file the Medicare (IRMAA) Life Changing 

Event form (SSA-44). There are four levels of Proceedings for action in the 

Appeals process.  

1. Reconsideration by the Field Office, 

2. Hearing before the Department of Health and Human Services 

Administrative (DHHS) Law Judge in the Office of the Medicare 

Hearings and Appeals, 

3. Review by (DHHS) Medicare Appeals Council, 

4. Federal Court Action. 

There are 7-results that could come from an Appeal. 

1. Fully Favorable Reversal, 

2. Partially Favorable Reversal, 

3. Dismissal (filed outside of the guidelines with no good cause found), 

4. Affirmation (upholds the (SSA’s) decision), 

5. Withdrawn (beneficiary chooses not to pursue),   

6. Abandonment (beneficiary fails to respond), 

7. Remand (when the beneficiary disputes by filing another Appeal).  

          The Hold Harmless Act of 1988 

          Congress passed the Hold Harmless Act in 1988 as a safety net for retirees. 

This protects Medicare beneficiaries Social Security Retirement benefit payouts 

from being deceased when the Social Security Cost of Living Adjustment (COLA) 

is less that the Medicare Part B increase. The (SSA) compares the previous year’s 

(COLA) and Medicare Premium Inflation rates when calculating the adjustment.          

However, anyone that has started Medicare but not Social Security Retirement 

benefits or has triggered an (IRMAA) threshold is not protected under the Hold 

Harmless Act.     

          The largest impact of (IRMAA) is the erosion of Social Security 

Retirement Income and it’s like reduction on steroids. There are only 4-ways   

for Congress to generate more funds for Medicare: 

1. Raise Taxes. 

2. Lower all benefits by cutting reimbursement rates. 

3. Increase Medicare Premiums higher than projected. 

4. Lower the (IRMAA) brackets and increase the surcharges. 
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