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Approaching retirement  
and wondering about  
Medicare?

As part of the retirement income planning process, it’s important to factor in health care-related costs, 
including Medicare. Medicare is the federal health insurance program for people who are age 65 or older.1 

Impact on Social Security benefits  

You may not know it, but Medicare costs directly impact your Social Security benefits. If you receive Social 
Security retirement benefits, your Medicare Part B premiums will be automatically deducted from your Social 
Security check—there’s no other payment option.2 What’s more, Part B premiums are higher for those with 
higher reported income (as are Part D premiums). As a result, your monthly Medicare Part B premiums can 
put an unexpected dent in your Social Security check. (If you don’t need the coverage provided by Part B, you 
may opt out.) It’s also worth noting that if you elect Part D Prescription Drug Coverage and choose to have the 
premiums deducted from your Social Security benefits, this will further reduce your Social Security check. 

Medicare Advantage Plans  

You should also know that your Medicare coverage can also be accessed through a Medicare  
Advantage Plan, sometimes called “Part C”. These plans are offered by Medicare-approved 
private companies. Your Medicare Advantage Plan combines and replaces your Part A 
and Part B coverage and may provide additional coverage. Your Part B premiums will 
still be deducted from your Social Security retirement benefits (assuming you receive such 
benefits), and you may pay an additional premium for the Medicare Advantage Plan. 
Extra coverage may include vision, hearing and dental—and most plans include 
prescription drug coverage.

1 Medicare may also be available to younger people with certain disabilities 
and people with End-Stage Renal Disease (permanent kidney failure requiring 
dialysis or a transplant).

2 Automatic deduction also applies to those receiving benefits from Railroad 
Board Retirement or Office of Personnel Management. If you do not receive 
benefits from the previously noted entities, you will receive a bill.
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Source for data: Medicare & You 2018.
3 If you have Part B, it generally covers 80% of the Medicare-approved amount for doctor’s services you get while you’re in the hospital.  

You pay: 1) a $1,340 deductible and no coinsurance for days 1-60 of each benefit period; 2) $335 per day for days 61-90 of each benefit 
period, 3) $670 per “lifetime reserve day” after day 90 of each benefit period (up to 60 days over your lifetime); 4) all costs for each day 
after you use all the lifetime reserve days.

4 In most cases, if you don’t sign up for Part B or Part D when you’re first eligible, you will have to pay a late enrollment penalty. The late 
enrollment penalty is added to your monthly premium and generally applies for as long as you have coverage.

5 After your deductible is met, you typically pay 20% of the Medicare-approved amount for most doctor services, outpatient therapy, and 
durable medical equipment.

6 Source: “2018 Medicare Parts A & B Premiums and Deductibles Announced” Centers for Medicare & Medicaid Services, 11/17/17.

Medicare: An Overview
As you may already be aware, Medicare is complex. The table below is designed to provide you with a 
high level overview of the program for general information purposes only. For complete details about the 
program, please visit Medicare.gov. You can also find information at ssa.gov/medicare. 

Medicare-at-a-Glance

Component Overview/Coverage Premium Costs for 2018 

PART A
(Hospital 
Insurance)

Helps cover inpatient care in hospitals, 
skilled nursing facility care, hospice care 
and home health care

• Generally premium free at age 65 if you 
are eligible for Social Security. If you 
do not qualify based on Social Security 
credits you can purchase Part A coverage.

• Deductibles and copays apply.3

PART B
(Medical 
Insurance)

Helps cover services from doctors and 
other health care providers, outpatient 
care, home health care, durable medical 
equipment, and some preventative services

• Standard monthly Part B for new 
recipients is $134.00.4 Note: monthly 
premium could be as high as $428.60 
for those with higher reported income 
who are subject to Income Related 
Monthly Adjustment Amount (IRMAA). 
See next page for details.

• Part B deductible is $183 per year.5

PART C
(Medicare 
Advantage Plans)

A type of Medicare health plan offered 
by Medicare-approved private insurance 
companies that contract with Medicare.

Includes all benefits and services covered 
under Part A and Part B. Usually includes 
Medicare prescription drug coverage (Part 
D) as part of the plan. May include extra 
benefits and services for an extra cost.

In addition to your Part B premium, you 
usually pay a monthly premium for the 
Medicare Advantage Plan. However, not 
all plans have monthly premiums.

• Average monthly premium for 2018: 
$30.006

Actual premium amount will vary by plan 
selected. Deductibles and copays apply.

PART D
(Medicare 
Prescription 
Drug Coverage–
Optional)

Helps cover the cost of prescription 
drugs. 

Run by Medicare-approved private 
insurance companies.

May also be purchased separately if not 
included in Part C or if you opt for Part A  
and Part B

• Average basic Medicare prescription 
drug plan monthly premium for 2018: 
$33.50.4,6

Actual premium amount will vary by plan 
selected. Note: those with higher reported 
income are subject to Income Related 
Monthly Adjustment Amount (IRMAA). 
See pages that follow for details.
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A Closer Look at Medicare PART B Premiums
As noted earlier, Part B premiums are higher for those with higher reported income. Here’s how it works: If 
your modified adjusted gross income as reported on your IRS tax return from 2 years ago (the most recent 
tax return information provided to Social Security by the IRS) is above a certain amount, your premiums are 
higher due to the Income Related Monthly Adjustment Amount (IRMAA).

PART B Premiums by Income
File individual  

tax return
File joint  

tax return
File married and  

separate tax return
You pay each month  

(in 2018)

If your  
yearly  

income in
 2016 was:

$85,000  
or less

$170,000  
or less

$85,000  
or less

$134.00

above   $85,000  
up to $107,000

above $170,000  
up to $214,000

Not applicable $187.50

above $107,000  
up to $133,500

above $214,000  
up to $267,000

Not applicable $267.90

above $133,500  
up to $160,000

above $267,000  
up to $320,000

Not applicable $348.30

above $160,000 above $320,000 above $85,000 $428.60

A Closer Look at Medicare PART D Premiums
The Part D monthly premium varies by plan. Those with higher reported income are subject to a Part D  
Income Related Monthly Adjustment Amount (IRMAA), in addition to the monthly premium charged by the 
plan provider. (This extra amount is paid directly to Medicare, not the plan provider.) The Part D monthly 
premium can be deducted from your Social Security benefits or you will get a bill. 

Estimated PART D Premiums by Income

File individual  
tax return

File joint  
tax return

File married and  
separate tax return

You pay each month  
(in 2018)

If your  
yearly  

income in
 2016 was:

$85,000  
or less

$170,000  
or less

$85,000  
or less

Your plan premium

above   $85,000  
up to $107,000

above $170,000  
up to $214,000

Not applicable
Your plan premium 

+ $13.00

above $107,000  
up to $133,500

above $214,000  
up to $267,000

Not applicable
Your plan premium 

+ $33.60

above $133,500  
up to $160,000

above $267,000  
up to $320,000

Not applicable
Your plan premium 

+ $54.20 

above $160,000 above $320,000 above $85,000
Your plan premium 

+ $74.80

Source for data: Medicare & You 2018, Medicare.gov, accessed 5/16/18.
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Addressing the Gaps with  
Medicare Supplement Insurance (Medigap)
If you choose to go with original Medicare (that is, you don’t choose a Medicare Advantage Plan), you 
have the option to purchase a Medigap policy to help pay for some of the health care costs that Medicare 
doesn’t cover, such as copayments, coinsurance, and deductibles. A Medigap policy is an additional 
expense you’ll want to keep in mind as you consider your retirement income needs.

It’s also important to note that Medigap policies generally don’t cover long-term care (such as a nursing 
home), vision or dental care, hearing aids, eye-glasses or private-duty nursing. As a result, those are 
additional expenses you may need to prepare for as you develop your retirement income plan.

Medigap policies, which are offered by private companies, may also cover certain benefits that Medicare 
doesn’t, such as coverage for emergency healthcare services when traveling outside the U.S. All policies 
offer the same basic benefits, but some offer additional benefits. The costs and coverage associated with 
Medigap policies vary by plan. 

Medigap policies are standardized and identified in most states by letters A through D, F through G,  
and K through N. (Note: in Massachusetts, Minnesota and Wisconsin, Medigap policies are standardized  
in a different way.) The chart below provides basic information about how the coverage differs between 
these policies. 

Medicare Supplement Insurance (Medigap) Plans
The percentage shown represents the percentage the Medigap plan covers

Benefit A B C D F* G K L M N

Medicare Part A coinsurance 
and hospital costs (up to an 
additional 365 days after 
Medicare benefits are used)

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

Medicare Part B coinsurance 
or copayment

100% 100% 100% 100% 100% 100% 50% 75% 100% 100%**

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

Part A hospice care 
coinsurance or copayment

100% 100% 100% 100% 100% 100% 50% 75% 100% 100%

Skilled nursing facility care 
coinsurance

100% 100% 100% 100% 50% 75% 100% 100%

Part A deductible 100% 100% 100% 100% 100% 50% 75% 50% 100%

Part B deductible 100% 100%

Part B excess charges 100% 100%

Foreign travel emergency  
(up to plan limits)

80% 80% 80% 80% 80% 80%

Out-of-pocket
limit in 2018

$5,240 $2,620
Source for table above: Medicare & You 2018.

*Plan F also offers a high-deductible plan in some states. If you choose this option, this means you must pay for Medicare-covered costs 
(coinsurance, copayments, and deductibles) up to the deductible amount of $2,240 in 2018 before your policy pays anything. 

**Plan N pays 100% of the Part B coinsurance, except for a copayment of up to $20 for some office visits and up to a $50 copayment 
for emergency room visits that don’t result in an inpatient admission. 
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While the information about Medicare contained herein has been obtained from sources deemed reliable, American International Group, Inc. 
(including member insurance companies American General Life Insurance Company, The United States Life Insurance Company in the City 
of New York, distributors and representatives) cannot be held responsible for any direct or indirect loss resulting from the application of the 
information provided here. Individuals should contact Medicare directly at 1-800-MEDICARE (1-800-633-4227) for personalized help or 
visit medicare.gov.

This material is intended only for educational purposes.

The company, its distributors and representatives are not authorized to give legal, tax or accounting advice. Applicable laws and regulations 
are complex and subject to change. Any tax statements in this material are not intended to suggest the avoidance of U.S. federal, state or local 
tax penalties. For advice concerning your situation, consult your professional attorney, tax advisor or accountant.

AIG is not affiliated with Medicare and it does not offer Medicare Advantage Plans.

© 2018. American International Group, Inc. All rights reserved
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