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Introduction
Kathleen Casey-Kirschling was born a second past the stroke of midnight on Jan. 1,
1946 in Philadelphia. The timing of her birth was significant because it made Kathy,
as she prefers to be called, officially the nation’s first Baby Boomer, and often the
unofficial symbol for her generation whenever it reaches an age-related milestone.
So it went in October 2007, when Kathy became the first Baby Boomer to file for
Social Security, applying online for early benefits at age 62.
It happened again in October 2010, when Kathy became the first Boomer eligible
for Medicare, kicking off a two-decade span in which nearly 80 million Americans
will begin relying primarily on the government for their health care. Compare that
to the 47 million seniors drawing Medicare benefits today, and it’s easy to see that
the “Elder Boom”, as some have called it, poses both a daunting challenge and an
exciting opportunity for those in the insurance industry, particularly those who
specialize in the senior market.
What follows in this booklet is in large part a retrospective of the Medicare,
Medicaid and Social Security programs long and varied history, aimed at helping
readers better understand the complexities of the senior health market and the nuts
and bolts of the various Medicare-related products that are now available, including
Medciare Supplement, Medicare Advantage and Medicare Part D.

Social Security continued to have responsibility for the Medicare program until the 1977
Reorganization Act, which created the Health Care Financing Administration (HCFA), that assumed
administrative responsibilities for Medicare. In 2001, HCFA was renamed the Center for Medicare
and Medicaid Services (CMS).
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A short history of Social Security,
Medicare and Medicaid
Social Security: The Social Security Act had a modest beginning when it was

signed by President Franklin Delano Roosevelt on August 14, 1935. But just about
every administration since Roosevelt has played a part in expanding benefits and
widening the pool of qualifiers. This trend began with Old-Age Insurance. Survivors
Insurance was added in 1939, and Disability Insurance was signed by President
Eisenhower in 1956. In 1974, President Nixon added Supplemental Security
Income (SSI) for low-income workers. The original Social Security mandate has also
been expanded to include Medicare and Medicaid.
In 2011, the Old-Age and Survivors Insurance (OASI) program paid almost $595
billion in retirement and survivors benefits to more than 44 million qualified
workers and their families, including 90 percent of the population aged 65 and over.
Disability Insurance (DI) benefits of nearly $130 billion were paid to more than 10
million disabled workers and their family members. Supplemental Security income
(SSI), which provides financial support to approximately 8 million recipients, paid
$57 billion in benefits. These benefits are paid to the aged, blind, or disabled adults
and children with limited income and resources

Medicare: On July 30, 1965, as part of his “Great Society” program, President

Lyndon B. Johnson signed into law the Social Security Amendment of 1965.
This new law established the Medicare and Medicaid programs, which were
designed to deliver health care benefits to the elderly and the poor. Medicare
was initially designed to provide health care benefits for people 65 and older and
their dependents, regardless of income or medical history. The Social Security
Amendment of 1972 expanded the program to include individuals under age
65 with permanent disabilities and people suffering from end-stage renal disease
(ESRD). In 2001, eligibility expanded further to cover people with Lou Gehrig’s
disease.
The Medicare program has two components: Hospital Insurance (HI) and
Supplement Medical Insurance (SMI). Hospital Insurance, or Medicare Part A,
helps pay for inpatient hospital services, home health care, skilled nursing facilities,
and hospice care. Supplemental Medical Insurance consists of Medicare Part B and
Part D. Part B helps pay for physician services, outpatient hospital care, home health
care, and other services, while Part D provides subsidized access to prescription
drug coverage on a voluntary basis for all beneficiaries. Premium and cost-sharing
subsidies for Part D prescription drugs are also available for low-income enrollees.
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Medicare also has a Part C, also known as Medicare Advantage, which serves as
an alternative to traditional Part A and Part B coverage. Under the Part C option
beneficiaries can chose to enroll in a Medicare Advantage plan and receive care from
a private insurance company that contracts with Medicare.
The traditional Medicare Part A and B are based on a fee-for-service pay system.
That means recipients can receive care from any provider that accepts Medicare’s
payments, according to a fee schedule determined by Medicare. Generally, a fee is
charged for each service performed by the provider and claims are managed by the
federal government. Medicare Part C coverage is delivered through private insurance
companies that contract with Medicare. Instead of the fee-for-service approach,
Medicare pays a fixed, monthly per-person payment to the Medicare-approved
private MA plan. The MA provider then pays the Medicare beneficiary’s health care
bills and the benefits, which must be equal to or better than the traditional Medicare
Plan. Part A of Medicare is free to qualified recipients, and Part B is paid by those
who elect to participate in the program through a monthly premium, based upon
income-level testing.
Currently, Medicare covers 47 million people, including 39 million people age 65
and older and 8 million nonelderly people with a permanent disability. Medicare
is a social insurance program, like Social Security, that offers health coverage to
eligible individuals, regardless of income or health status. People pay into Medicare
throughout their working lives and generally become eligible for Medicare when
they reach age 65, although younger adults can also qualify if they have a permanent
disability. Medicare absorbs approximately 12 percent of the federal budget,
including 20 percent of total health care spending in 2010, and a rising share of the
nation’s gross domestic product (GDP).
Between 1966 and 2000, the number of people on Medicare more than doubled,
and is projected to double yet again to 80 million by 2030. Medicare serves a
population with diverse needs and circumstances. Nearly half of all Medicare
beneficiaries live on an income below 200 percent of the federal poverty level, and
those with lower incomes generally report being in poorer health than their higherincome counterparts. Nearly half have three or more chronic conditions, roughly
one-third has a cognitive or mental impairment, and more than one-fourth of all
beneficiaries report their health status is fair or poor. More than 2 million Medicare
beneficiaries live in nursing homes or other long-term care settings, most of whom
are female and nearly half of whom are age 85 and older.
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Medicare Supplement: While Medicare covers a great portion of a recipient’s

needs, it was never intended to cover the full cost of one’s care. There are various
deductibles, co-insurance provisions, and other coverage gaps, which are the
personal responsibility of each Medicare beneficiary. In order to fill these coverage
voids, private insurance companies stepped in and designed Medigap, or Medicare
Supplement, insurance to cover some of the costs not encompassed by Medicare.
There are now 10 standardized Medicare Supplements Plans (A, B, C, D, F, G, K, L,
M and N), that were approved by the government for sale, starting June 1, 2010.

MMA 2003: The Medicare Prescription Drug Improvement and Modernization

Act of 2003 (MMA 2003), signed by President George W. Bush, has provided the
most significant change to Medicare since the program’s inception. The act preserved
and strengthened the Original Medicare program, added preventative benefits and
provided extra help to people with low income and limited assets. In addition to
significant material changes affecting the program and benefits, a number of other
nomenclature adjustments were made:

•

The traditional fee-for-service Medicare program, consisting of Part A and
Part B, was renamed Original Medicare;

•

The Medicare Part C program, Medicare+Choice, was renamed
Medicare Advantage (MA), which greatly expanded choices of private health
plans to Medicare beneficiaries;

•

And, for the first time, a new voluntary outpatient prescription drug plan
benefit was introduced under the name Medicare Part D (PDP).

The introduction of these new products has totally changed the landscape of health
insurance for seniors. Both Part D outpatient prescription drug benefits and MA
coverage are delivered through private plans that contract with Medicare. Instead of
the fee-for-service approach, Medicare pays a fixed, monthly per-person payment to
the Medicare-approved private MA plan. The MA provider then pays the Medicare
beneficiary’s health care bills and the benefits, which must be equal to or better than
the Original Medicare Plan.
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Medicare Part C: The Health Maintenance Organization (HMO) Act of

1973 authorized federal Medicare payment to HMOs. In 1982, the Tax Equity
and Fiscal Responsibility Act created a more meaningful alliance with Medicare,
making it more attractive for HMOs to contract with Medicare. Thus, Medicare
recipients were allowed to receive their medical care from a private company
rather than through traditional fee-for-service. The Balanced Budget Act of 1997
(BBA), authorized the expansion of the (Medicare+Choice) program, which added
additional managed care choices for Medicare recipients. In addition to HMOs,
Medicare Part C plans could include Preferred Provider Organizations (PPOs),
Private Fee-For-Service plans (PFFS), Provider-Sponsored Organizations (PSOs),
Medical Savings Accounts (MSAs) and Fraternal Plans. These plans gave Medicare
recipients a wider choice for how they could receive their Medicare-covered services.
An important provision of MMA 2003 was the creation of Regional Preferred
Provider Organizations (RPPOs) and the expansion of PFFS plans, which are
designed to give people in rural areas access to MA programs similar to those in
urban areas. Special Needs Plans (SNPs) were also authorized for people with
chronic conditions, including dual-eligibles who qualify for both Medicare and
Medicaid. Another major change came about with a financial incentive for MA
companies in the form of increased “benchmark” payments from Medicare, as
compared to the payments Medicare would pay under its own fee-for-service
formula. These incentives worked well. As of 2011, 11.5 million Medicare
beneficiaries, more than a quarter of the total Medicare population, were enrolled in
Medicare Advantage (MA) plans, according to the Kaiser Foundation.

Medicare Part D: With the passing of MMA 2003, the voluntary Medicare Part
D program was introduced to nearly 44 million beneficiaries and the American
health care and insurance industries.

• On December 8, 2003 the bill became law
• On January 21, 2005 CMS established the final rules
• In May 2005 the Social Security Administration began sending out notices
to beneficiaries informing them that they may be eligible for a low-income
subsidy to assist with the Part D premium and co-payment.

• On October 15, 2005 CMS sent information to all Medicare beneficiaries

describing the Part D program. The initial enrollment period was defined
as November 15 to May 15, 2006, and the Part D benefit began January 1,
2006.
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These PDPs are sold as either a stand-alone policy or as part of a Medicare
Advantage plan (MA-PD). Part D plans are required to provide a “standard” benefit
(or one that is equivalent) and may provide enhanced benefits. Individuals with
modest income and assets are eligible for additional assistance with premiums and
cost-sharing amounts. Part D is funded by general revenues, beneficiary premiums
and state payments. There are now 27.5 million seniors and Americans with
disabilities enrolled in Part D Plans, according to the Kaiser Foundation.

Medicaid: While Social Security and Medicare continue to provide a basis for

financial security after retirement, they do have inherent limitations. Medicaid is
a joint state and federal program that provides a safety net for those who are truly
impoverished, regardless of age or disability. The program is only available to certain
low-income individuals, families and State Children’s Health Insurance Program
(SCHIP) beneficiaries. Those who qualify can apply to Medicaid for assistance to
cover all or part of their health care bills.
As of January 1, 2014, states will be required to provide Medicaid to nearly all
people under age 65 with income below 133% of Federal Poverty Levels FPL
(about $14,400 for an individual in 2010). From 2014 through 2016, the federal
government will finance 100 percent of the cost of those who become eligible for
Medicaid due to the expansion. In subsequent years, the federal matching rate
will decline somewhat, but it will eventually settle at 90%, well above the regular
Medicaid matching rates for states. States are required to provide most people who
become newly eligible for coverage under the Medicaid expansion with “benchmark”
benefits. As discussed below, states also have authority to provide benchmark benefits
to certain other groups of Medicaid beneficiaries who qualify under existing rules
(i.e., “already-eligible” Medicaid beneficiaries).

Original Medicare: With more Medicare choices than ever, it’s important that

people look at all the coverage options as they change every year. Plan costs and
benefits change, and so does a person’s health. Medicare is the primary health care
provider for 47 million Americans (our customer base). Therefore, a thorough
understanding of how Medicare works is important to our clients and essential to
the success of our business.
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How Social Security and Medicare are financed
There are four separate trust funds. Under Social Security, the Old-Age and
Survivor Insurance (OASI) Trust Fund pays retirement and survivor benefits and
the Disability Insurance (DI) Trust Fund pays disability benefits. These two trust
funds are jointly designated as (OASDI). For Medicare, the Hospital Insurance (HI)
Trust Fund pays for inpatient hospital and related care. The Supplemental Medical
Insurance (SMI) Trust Fund is comprised of two separate accounts: Part B, which
pays for physician and outpatient services and Part D, which covers prescription
drug benefits.
Payroll tax rates (in percent)

Employer - since 2009
Employee - since 2011
Combined Total

OASI DI OASDI HI Total
5.30 0.90 6.20 1.45 7.65
3.30 0.90 4.20 1.45 5.65
8.60 1.80 10.40 2.90 13.30

Payroll taxes: Every American worker (163 million) pays on earnings up to

$110,100 (in 2012) but not all pay income tax. Employees pay 6.2% and employers
match it for a combined rate of 12.4% for OASDI. This OASDI tax disappears on
earnings above $106,800. Social Security taxes are supposed to fund only OASDI
benefits. Basically, it’s a forced pension tax. The 1.45% Medicare HI tax is paid on
all earnings. The self-employed are charged the equivalent of the combined employer
and employee tax rates of 13.30%. In 2013, there will be an increase in the Medicare
payroll tax by 0.9% on earned income in excess of $200,000 for individual taxpayers
and $250,000 for married couples filing jointly. Employers do not have to match
this amount. (CMS Trustees overview & Trust Fund)

Income tax is different in that money goes to fund all federal programs except

Medicare and Social Security. About one-third of those who file federal income tax
returns end up owing no federal income tax. In contrast, the top 1% of income
earners—who receive 21% of the nation’s reported income pays 39% of the federal
income tax. The top 5% pay 60% and the top 50% pay 97% of federal income tax.
(Forbes, November 26, 2007)
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All taxes: Most working people’s take-home pay is reduced by Social Security,

Medicare, federal income, and unemployment taxes, along with an assortment
of state and local withholdings (also state income tax). Then there are user taxes,
property taxes, sales taxes and fees on just about everything being purchased or used.
In addition, the employer is subject to federal corporate income tax, state and local
taxes, government mandates, regulation, and another “share” of payroll taxes. For
about 70% of the taxpayers in the top brackets, their total federal, state, and local
tax rate exceed 40% of their income. (Dollars & Sense March/April 2008)

The Present: 2012 Medicare Costs
Monthly Premiums
Part A (Hospital Insurance) Monthly Premium

Most people don’t pay a Part A premium because they paid Medicare taxes while
working.
In 2012, you pay up to $451 each month if you don’t get premium-free Part A. If
you pay a late enrollment penalty, this amount is higher by 10%.
Note: If you don’t get Social Security, RRB, or Civil Service benefit payments, and choose to sign up for Part B, you will get a
bill. If you choose to buy Part A, you will always get a bill for your premium.
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Part A Costs for Covered Services and Items
Blood

Home Health Care

Hospice Care

Hospital
Inpatient Stay

Skilled Nursing
Facility Stay

If the hospital has to buy blood for you, you must either pay
the hospital costs for the first 3 pints of blood you get in a
calendar year or have the blood donated. In most cases, the
hospital gets blood from a blood bank at no charge, and you
won’t have to pay for it or replace it.
You pay:
$0 for home health care services
20% of the Medicare-approved amount for durable
medical equipment
You pay:
$0 for hospice care
A co-payment of up to $5 per prescription for
outpatient prescription drugs for pain and symptom
management
5% of the Medicare-approved amount for inpatient
respite care (short-term care given by another
caregiver, so the usual caregiver can rest)
Medicare doesn’t cover room and board when you get
hospice care in your home or another facility where you live
(like a nursing home).
You pay:
$1,156 deductible and no co-insurance for days 1–60
each benefit period
$289 per day for days 61–90 each benefit period
$578 per “lifetime reserve day” after day 90 each
benefit period (up to 60 days over your lifetime)
All costs for each day after the lifetime reserve days
Inpatient mental health care in a psychiatric hospital
limited to 190 days in a lifetime. See “Medical and
Other Services” on page 133 of Medicare & You for
what you pay for doctor services while you are a patient.
You pay:
$0 for the first 20 days each benefit period
$144.50 per day for days 21–100 each benefit period
All costs for each day after day 100 in a benefit period

Note: If you’re in Medicare Advantage Plan, costs vary by plan and may be either higher or lower than those noted above.
Review the Evidence of Coverage from your plan.
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Part B Costs for Covered Services and Items
Part B Deductible

Blood

You Pay the first $140 yearly for Part B-covered service
items.
In most cases, the provider gets blood from the blood
bank at no charge, and you won’t have to pay for it or
replace it. However, you will pay a co-payment for blood
processing and handling service for every unit of blood
you get, and the Part B deductible applies. If the provider
has buy blood for you, you must either pay the provider
costs for the first 3 units of blood you get in a calendar
year or have the blood donated by you or someone else.
You pay a co-payment for additional units of blood you
get as an outpatient, (after the first 3) and the Part B
deductible applies.

Clinical Laboratory
Services
Home Health
Services
Medical and Other
Services
Mental Health
Services
Other Covered
Services
Outpatient Hospital
Services

You pay $0 for Medicare-approved services.
You pay $0 for Medicare-approved services. You pay 20%
of the Medicare-approved amount for durable medical
equipment.
You pay 20% of the Medicare-approved amount for most
doctor services (including most doctor services while you
are a hospital inpatient), outpatient therapy*, and durable
medical equipment.
You pay 40% of the Medicare-approved amount for most
outpatient mental health care.
You pay co-payment and co-insurance amounts.
You pay a co-insurance (for doctor services) or copayment amount for most outpatient hospital services.
The co-payment for a single service can’t be more than the
amount of the inpatient hospital deductible.

*In 2012, there may be limits on physical therapy, occupational therapy, and speech-language pathology services. If so,
there may be exceptions to these limits.
Note: All Medicare Advantage Plans must cover these services. Costs vary by plan but may be either higher or lower than
those noted above. Review the Evidence of coverage from your plan.
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What’s NOT Covered by Part A and Part B?
Medicare doesn’t cover everything. If you need certain services that Medicare
doesn’t cover, you will have to pay for them yourself unless you have other
insurance to cover the cost. Even if Medicare covers the service or item, you
generally have to pay deductibles, co-insurance, and co-payments.
Some of the items and services that Medicare doesn’t cover include the following:
Long-term care
Routine dental care
Dentures
Cosmetic surgery
Acupuncture
Hearing aids
Exams for fitting hearing aids
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Medicare Advantage Plans (Part C) and Medicare Prescription
Drug Plan (Part D) Premiums
The chart below shows your estimated prescription drug plan monthly premium
amount based on your income. If your income is above a certain limit, you will pay
an income-related monthly adjustment amount in addition to your premium. The
amounts shown are estimates. What you pay may be higher or lower.

If Your Yearly Income Is
File Individual Tax Return

File Joint Tax Return

$85,000 or below

$170,000 or below

$85,001 - $107,000

$170,001 - $214,000

$107,001 - $160,000

$214,001 - $320,000

$160,001 - $214,000

$320,001 - $428,000

above $214,000

above $428,000

You Pay
Monthly
Your Plan
Premium
$11.60 + your
Plan Premium
$29.90 + Your
Plan Premium
$48.10 + Your
Plan Premium
$66.40 + Your
Plan Premium

The income-related monthly adjustment amount will be deducted from your
monthly Social Security check, no matter how you usually pay your plan premium.
If that amount is more than the amount of your check, you will get a bill from
Medicare.

The figure below is used to estimate the Part D late enrollment
penalty.
The national base beneficiary premium amount can change each year. For more
information about estimating your penalty amount, see page 90 of the 2012
Medicare & You handbook.
2012 Part D National Beneficiary Premium

$31.08
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Aiming for Universal Coverage
On March 23, 2010 President Obama signed into law the Patient Protection and
Affordable Care Act (PPACA) creating comprehensive health care reform. Then
on March 30, President Obama signed into law the Health Care and Education
Reconciliation Act of 2010. Together the two laws are called ‘Affordable Care Act’ or
ACA. These two laws provide new strategies to reduce the number of uninsured and
make significant changes to the organization and delivery of health care. The laws
promote greater health coverage by building on the existing public-private systems
for providing health insurance coverage and fills in existent gaps in coverage by
expending the Medicaid program. The law builds on employer-based coverage, and
providing premium subsidies to make privet insurance more affordable. The major
coverage expansion will be implemented in 2014, although some changes take effect
earlier

ACA & Medicare: The new ACA legislation includes 211 changes to Medicare,

and those changes will directly affect the benefits for Medicare recipients. Substantial
modifications related to Medicare benefits address expanded preventive care
coverage, including preventive health screenings for many major conditions, such
as diabetes and cervical cancer. Other expanded provisions include annual wellness
visits to the doctor as well as the elimination of co-payments and deductibles for
those services.
Starting in 2011, Medicare started reducing the subsidy payments made to the
private insurance companies who offer Medicare Advantage plans. Many worry the
MA plans will in turn reduce the extra benefits they offer to their members. This
could include coverage for items such as eyeglasses and gym memberships. This only
affects the additional benefits that MA beneficiaries receive on top of their Medicare
standard package of benefits. CMS estimates that there will only be a 13 percent
decline in the total number of MA plans nationwide once those cuts are instituted.
Consequently, Medicare beneficiaries will become more dependent on Original
Medicare and Medicare Supplements than they are today and will have fewer health
care choices.
In addition to the modifications that affect individual benefits, the health care
reform bill also establishes provisions for broadening access to health care by
increasing funding for community health centers and instituting a bonus system
for doctors who provide quality care to Medicare patients. In areas where there is a
shortage of health care providers, doctors and nurses who provide primary care will
receive extra payments from Medicare.
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The bill also requires skilled nursing facilities under Medicare and nursing facilities
under Medicaid to disclose information regarding ownership, accountability
requirements, and expenditures in order to increase the transparency of skilled
nursing facilities. A new process intended to make it easier to file complaints
about the quality of care in a nursing home will also be established. Standardized
information on nursing facilities will also be published on a public web site so
Medicare enrollees can compare facilities.

Timeline for New Medicare Benefits
The provisions of the bill began to take effect in 2010 and will continue to roll out
over time. Each year Medicare beneficiaries will see more stipulations become law.
This timeline exhibits, by year, the changes in the Medicare program.

Changes in 2010
• A one-time $250 rebate to people who reach the Medicare Part D coverage

gap.
• Addition of two new Medicare Supplement plans – Plans M and N.
• Care coordination for “dual eligibles” (the low-income elderly and persons
with disabilities who are enrolled in both Medicare and Medicaid) through a
new office created in the Centers for Medicare and Medicaid Services (CMS),
the Federal Coordinated Health Care Office.
• Expanded Medicare coverage for individuals who have developed particular
health conditions as a result of living in an area that was exposed to
environmental health hazards and where an emergency declaration was made
as of June 17, 2009.
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Changes in 2011
• The Annual Coordinating Election Period ACEP (October 15, - December

•
•
•
•

•
•

7) has replaced the AEP (November 15, to December 31). And the Open
Enrolment Period OEP (January 1, to March 31) has been eliminated.
Beneficiaries can only disenroll and return to the Original Medicare program
during the Annual Disenrollment Period (ADP) in the first 45 days of the
year from January 1, 2012 to February 14, 2012.
A 50% discount on Part D brand-name drugs and a 7% discount on generic
drugs for people who are in the coverage gap.
Income-related premiums for Medicare Part B have been frozen at 2010
levels through 2019. The 2010 income levels are $85,000 per individual and
$170,000 per couple.
Medicare coverage expanded to provide certain preventive services at no
charge (e.g., annual wellness visits, mammograms, and screenings for bone
density, diabetes, and cancer).
Medicare recipients now have access to a health risk assessment and
development of a personalized prevention plan. Medicare and Medicaid
beneficiaries who complete a behavior modification program are given
incentives.
Individuals with Medicare who have been hospitalized will be assisted by the
Community Care Transitions Program to coordinate care to include needed
services upon leaving the hospital.
More information about nursing home inspections, complaints against
facilities, and resident rights made accessible by the public. A straightforward
system to file complaints in regard to the quality of care in a nursing facility
will be implemented.

Changes in 2012
• CMS has created a Special Election Period (SEP) that allows Medicare
beneficiaries to enroll in 5-star MA plans at any point during the year.

• The Medicare Independence at Home demonstration program, which tests

whether chronically ill beneficiaries will benefit from coordinated primary
care in their own homes.
• Equal cost sharing for Medicare Part D for full-benefit dual eligible
beneficiaries receiving home and community-based care services with those
who receive institutional care.

• Plans with quality ratings of 4-stars or higher will receive a 5% quality

bonus (phased-in during years 2012-2014) and an additional 5% bonus in a
“qualifying county.”
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Changes in 2013
• Federal subsidies for brand-name prescription drugs filled in Medicare Part D

coverage gap will begin. (This is in addition to the 50% manufacturer brandname discount already in effect.)
• Medicare pilot program to appraise and develop a plan for paying a bundle
payment for acute, inpatient hospital services, physician services, outpatient
hospital services, and post-acute care services for an episode of care will be
instituted.
• Special Needs Plans (SNPs) are authorized through 2013 and the Erickson
Demonstration, now called “Senior Housing Facility Plans,” is made
permanent.
• A 3.8% tax is placed on high earners ($200,000 for single and $250,000 for
married couples); including a 0.9% Health Insurance (HI) tax on earned
income and 2.9% tax on unearned income. Currently, the Medicare tax does
not apply to net investment income. The Medicare tax on net investment
income does not apply if modified adjusted gross income is less than
$250,000 in case of a joint return, or $200,000 in the case of a single return.
Net investment income includes, interest, dividends, royalties, rents, gross
income from a trade or business involving passive activities, and net gain from
disposition of property (other than property held in a trade or business). Net
investment income is reduced by property allocable deductions to such income.

Changes in 2014
• MA plans are required to have an 85% Medical Loss Ratio MLR.
• The out-of-pocket Part D amount that qualifies an enrollee for catastrophic

coverage will be reduced between 2014 and 2019.
• The NAIC is directed to create new Medicare Supplement Models for Plans
C and F that include nominal cost sharing, to be available as early as 2015.

Changes in 2017
• Itemized deductions for out-of-pocket medical expenses will be limited to

expenses more than 10% of adjusted gross income AGI for those over age 65.
(How Health Care Affects Seniors – A White Paper Presented by: CSA. Copyright 2010 Society of Certified
Senior Advisors)
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The Future of Social Security, Medicare and Medicaid
Each year the Trustees of the Social Security and Medicare trust fund report on the
current and projected financial status of the two programs. The 2009 annual report
from the board of trustees called the financial conditions of Social Security and
Medicare programs “problematic.” In 2009, Medicare’s Part A Hospital insurance
Trust Fund paid out more in Hospital benefits than it received in taxes and other
dedicated revenues. In addition, Part B and Part D of Medicare continue to require
greater general revenue financing as America ages.
The Obama administration projects that the newly passed Affordable Care Act
(ACA) will extend the Medicare Trust fund to at least 2029—a 12-year extension—
as a result of reducing waste, fraud and abuse, and slowing cost growth in Medicare,
despite lower near-term revenues resulting from the economic recession. According
to recent surveys, most seniors are very skeptical about those projections, and with
good reason. Much of the financing over the next 10 years is siphoned off from an
estimated $575 billion in projected savings from the Medicare program. However,
unless those Medicare savings are captured and plowed right back into the Medicare
program, the Medicare Trust fund will continue to decline. The law does not provide
for that. Besides, Medicare is already burdened by an unfunded liability of $38
trillion. (The Heritage Foundation)
Consider the added burden for Social Security. Payroll taxes from the current work
force pay for current retirees benefits. There is no money in the trust found, only
I.O.Us, from the treasury. That was fine In the 1950s, when there were about 16
workers paying for every beneficiary. Today, there are about three—and eventually,
there will be only two workers to support each person on Social Security. Then
Social Security, too, will be broke. By 2018, the government will begin to pay out
more in Social Security benefits than it collects in payroll taxes, and shortfalls will
then grow larger with each passing year. Fixing the problem will require more taxes,
a reduction in benefits and moving the retirement age up.
The bottom line is that today, more people than ever before, 67.3 million Americans
— from college students to retirees to welfare beneficiaries — depend on the
federal government for housing, food, income, student aid, or other assistance once
considered to be the responsibility of individuals, families, neighborhoods, churches,
and other civil society institutions. (The Heritage Foundation)
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The number of people who depend on these programs, which are still growing at an
alarming rate, is startling:

• 50 million Americans receive monthly Social Security payments
• 47 million receive their health care from Medicare
• 60 million qualify for assistance from Medicaid (+ another 16 Million in 2014)
These federal programs were never intended to provide total income and health
care coverage for so many people. It was presumed that most people would build
their nest egg during the working years through savings and other investments to
supplement these programs. And, with approximately 10,000 Americans turning age
65 every day, it appears the usage of these programs will only continue to increase.

The next generation: The average person who retires today at age 65 can expect

to live another 20+ years. The good news for boomers is that longevity offers a
chance at a long and vibrant life. The bad news is the number of workers to support
each retiree is decreasing. In 1950, one person received income from Social Security
for every 16 workers. Today the ratio is one to three, and in a few years, it will be
almost one to two. With the financial viability of Social Security and Medicare in
question, and Medicaid looking like a runaway train, the boomers can no longer rely
with absolute certainty on those government programs for retirement security.

The meaning of retirement has changed and is continually changing. It’s no

longer a fixed date, a specific time or place, but rather a dynamic state of being that
is affected by inflation, longevity, rising health care costs and many other variables.
Today’s pre-retirees and retirees understand that they will need to rely more on their
own resources and less on government programs for health care and retirement
income. They will need to work longer, often delaying retirement or taking up parttime employment in retirement to help offset the rising cost of health care, inflation
and their longer life expectancy.
Senior Market Sales, Inc. (SMS) is fully attuned to the changing dynamics
surrounding the retirement community, and their varied individual needs. We’ve
been in the senior market for close to 30 years, and in that time we have earned
a reputation for integrity, leadership and performance with insurance companies,
producers and consumers. In our industry, SMS has now become synonymous with
the senior market.
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Helpful Resources:
Mature Health Center

1-866-800-5566

Mature Health Center

www.MatureHealthCenter.com

Social Security Timing Calculator

www.SocialSecurityTiming.com

Travel Insurance Center
Travel Insurance Israel
Medicare Insurance Direct
US Department of Health & Human Services (Medicare)
US Social Security Administration
Center for Medicare & Medicaid Services (CMS)
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www.TravelInsuranceCenter.com
www.TravelInsuranceIsrael.com
www.MedicareInsuranceDirect.com
www.medicare.gov
www.socialsecurity.gov
www.cms.hhs.gov

Mature
Health
Center
1-866-800-5566
www.MatureHealthCenter.com

