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Medicare is a government-run health insurance system for Americans over 65 years old or disabled. The system is
funded through employee and employer payroll contributions and provides coverage for portions of certain health

care costs, depending on level of coverage selected.

For most people, Medicare Part B premiums increased by approximately 5.97% from 2023 and Part D premiums

have increased by 5.92% from 2023.

Medicare coverage is split into four Parts:

Monthly Premium*: $0.00
ot sie
Next 30 days - patient pays $408 per day
Next 60 days (lifetime reserve days) $816 per day
Skilled Nursing Facility:

First 20 days-patient pays $0.00

Next 80 days -patient pays $204 per day

*Most individuals over age 65 receive Part A free (“premium-free Part
A”) as aresult of paying Medicare taxes while working. For those who

have not sufficiently paid Medicare taxes (rare), you can buy Medicare
Part A and pay a premium of either $278 or $505 per month.

Premium Rates*

If your 2022 income was**

Single Married Filing Jointly
$174.70 $103,000 or less $206,000 or less
$244.60 $103,000-$129,000 $206,001-$258,000
$349.40 $129,001-$161,000 $258,001-$322,000
$454.20 $161,001-$193,000 $322,001-$386,000
$559.00 $193,001-$500,000 $386,001-$750,000
$594.00 Above $500,000 Above $750,000

Deductible: $240 per year

Coinsurance: 20% of amount after deductible

*Most people will pay this amount; however, a small number of people
who pay premiums out of monthly Social Security benefits will pay
less than this amount due to Social Security's "Hold Harmless"
provision that prevents a decline in Social Security benefits for most
people.

**Medicare uses the modified adjusted gross income reported on your
2022 tax return to determine your 2024 premium (the most recent
income information provided to Social Security by the IRS). Therefore,
if your income has decreased from 2022 to 2023, Medicare premiums
can remain higher than expected due to this lag.

Parts A and B do not cover long-term care (aka, custodial care) as
well as dental care, eye care, and hearing aids.

Monthly Premium*:

Based on prescription drug plan selected

$545 maximum

Initial deductible: (deductibles vary between plans)

Co-payment or

. $5,030
coinsurance on next

Coverage gap

(“donut hole”)** $5,030-58,000

Co-payment or
coinsurance on
amounts above

$8,000

Premium Rates

Based on Income If your 2022 income was

Single Married Filing Jointly

Plan premium $103,000 or less $206,000 or less

$12.90 + plan premium  $103,000-$129,000 $206,001-$258,000

$33.30 + plan premium  $129,001-$161,000 $258,001-$322,000

$53.80 + plan premium $161,001-$193,000 $322,001-$386,000

$74.20 + plan premium  $193,001-$500,000 $386,001-$750,000

$81.00 + plan premium  Above $500,000 Above $750,000

*Each prescription drug plan has its own list of covered drugs
(referred to as a “formulary”), with drugs assigned to different “tiers”.
The drugs in lower tiers will generally cost less than drugs in higher
tiers.

**The coverage gap begins after you and your plan spend $5.030 in
2024. Then you pay a portion of discounted drug prices out-of-pocket
(of covered brand-name and generic drug costs in 2023), until you
reach the out-of-pocket (OOP) threshold, which is $8,000 in 2024. For
the remainder of the year, “catastrophic coverage” then begins for any
covered drugs.

Part C plans are Medicare approved but administered through private
insurance companies.

Monthly premium amounts vary by plan.

Plans, not Medicare, establish the amounts they charge for premiums,
deductibles, and services. Amounts can only change once per year, on
January 1st.
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In addition to the four Medicare Parts above, Medigap insurance
is offered by private companies to reimburse individuals for out-
of-pocket medical costs resulting from gaps left by traditional
Medicare benefits, such as co-payments, coinsurance, and
deductibles.

Medigap policies do not provide additional coverage but rather
supplement costs of original Medicare benefits.

Medigap policies don’t work with Medicare Advantage Plans (Part
C). If you decide to have Part A and B coverage, determine if you
need Part D, and then consider a Medigap policy. If you decide

to gain coverage through a Medicare Advantage Plan, a Medigap
policy is unnecessary.

Effective as of 2020, Medigap plans which cover the Part B
deductible (i.e., Plans C and F) are no longer allowed and are
unavailable to those first eligible for Medicare on or after January
1, 2020. The Plans remain available to those already eligible for
Medicare prior to 2020.

Health costs are the 4th largest expense for individuals between 65
-74 years old after housing, transportation, and food. They are the
second largest expense for those over 75, after housing.

Traditional Medicare covers only about 60% of medical costs in
retirement, with the rest being covered by out-of-pocket spending
and private insurance.

Estimated retirement health care costs for a couple (Medicare Part
B and Part D premiums, Medigap premiums, and out-of-pocket drug
expenses) starting at age 65 in 2021.

50% $182,000
75% $245,000
90%** $296,000

Must follow federal and state laws and, in most states, are limited to
“standardized” policies.

In order to determine if a Medicap Policy is the right fit, contact
your State Health Insurance Assistance Program. Medicare.gov
can also be a resource to point you in the right direction.

7-month period beginning 3 months
prior to the month you turn 65 and
ending 3 months after the month you
turn 65

Initial Enrollment Period:

Part A 1st day of your birthday month

*Assuming median prescription drug expenses throughout
retirement.

**Couples with prescription drugs prices in the 90th percentile
would require personal savings of $361,000 based on a 90% chance
of meeting total expenses.

Source: Employee Benefit Research Institute

It’s important to consider other factors when planning such as
increasing life expectancies, personal health variables, and the
impact of inflation. Also, Part D, Medicare Advantage Plans, and
Medigap policies can vary widely based on state, so it’s important
to contact a specialist in your area if you have questions.

Varies depending on what month

Part B & Part D
you enroll

General Part A &

Part B Enrollment: January 1st to March 31st

General Part D Enrollment:  April 1st to June 30th

Annual Election/

Open Enrollment: October 15th to December 7th

*Individuals already collecting Social Security as of 3 months prior
to turning 65 will be automatically enrolled in Part A and Part B at
65 unless waived. You still must manually enroll in Part D.

If an individual misses the Initial Enrollment Period then they can
enroll during General Enrollment, but late enrollment penalties
may apply which vary for Part A, Part B, and Part D. Under certain
circumstances individuals may be eligible for a delayed Special
Enrollment Period with no penalties.

Changes to existing Part A, Part B, and Part D Medicare can be
made annually during the Annual Election/Open Enrollment Period.
Individuals have the option to switch between Part C coverage and
original Medicare coverage between January 1st to March 31st of
each year.

For more information about Medicare, you can go to medicare.gov or
call 800-633-4227 (800-MEDICARE).

Consult with an attorney or a tax or financial advisor regarding your specific legal, tax, estate planning, or financial situation. Manning & Napier is not affiliated with any other company referenced herein.
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