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INTRODUCTION



If you’re intimidated or confused by Medicare—the federal government’s health insurance program for older Americans and younger people with disabilities—you’re not alone. Most Americans become eligible for Medicare at age sixty-five, regardless of their income, health, family situation, or where they live. After qualifying for Medicare, you no longer have to rely on your employer for health insurance or pay high premiums for limited options on the individual health insurance marketplace. Instead, you can get low-cost, comprehensive healthcare coverage from Medicare.

In Medicare 101, you’ll find simple, easy-to-understand, and up-to-date information that you can personalize to help you make the right decisions for your specific needs. Plus, you’ll learn how to avoid costly pitfalls like expensive coverage gaps, late enrollment penalties, and unnecessary costs. You might even find that becoming eligible for Medicare coverage gives you the freedom to retire early, start a business, move to a new area, or use any preferred doctors and hospitals.

Medicare can give you peace of mind about your health coverage as you get older—if you understand how it works. Medicare 101 will help you navigate this complex system to make the most of its valuable coverage. You’ll find clear guidance about how Medicare works, including:


	
A full explanation of Medicare’s parts, coverage plans, and associated costs

	How to determine whether your prescriptions are covered

	Understanding the pros and cons of Medicare Advantage

	A list of supplemental policies you can purchase to cover the gaps in Medicare

	Step-by-step advice on appealing a claim denial

	Guidance on accessing preventive, chronic conditions, and end-of-life care

	And more



Whether you’re signing up for Medicare soon, you’ve had the coverage for a long time, or you’re helping a family member manage their coverage, Medicare 101 has straightforward answers to all your pressing questions. Having this essential support at your fingertips will give you the confidence you need to make the most of this beneficial program. It’s time to understand how Medicare can make big differences in your health and finances, so let’s begin.







Chapter 1 Medicare Coverage and Costs




Medicare is the federal government’s solution to providing healthcare resources for those sixty-five and older, as well as younger people with certain disabilities. Medicare takes care of most of your medical expenses after you retire, but you must make important decisions about when to sign up, which parts to sign up for, whether to get your coverage from the government program or a private plan, and how to manage the costs. If you make mistakes, you may end up with gaps in your insurance protection, large medical bills, and lifetime late enrollment penalties. Some of the answers can be very personal depending on your insurance preferences, your other coverage, medical conditions, preferred doctors, and cash flow. Before you can make these decisions, you must understand Medicare’s components and your options.

In this chapter, you’ll learn more about what Medicare is, its history, the program’s different parts, and supplemental coverage that can help protect against Medicare’s out-of-pocket expenses. After you know what every piece entails and costs, you can put together a Medicare plan that provides what you need at the right time without having to pay too much.







WHAT IS MEDICARE? Understanding the Basics




Medicare is a government health insurance program that provides valuable healthcare coverage for nearly 69 million Americans ages sixty-five and older, as well as younger people with certain health issues. Thousands of new people sign up every day.

The program covers a large portion of the cost of hospital stays, doctors’ services, outpatient care, medical tests, X-rays, emergency care, surgery, skilled nursing care, hospice care, preventive care, and more. Medicare addresses most medically necessary care without coverage limits, protecting against some of the largest financial risks as you age.

The program is split into many sections, each addressing different aspects of insurance. It starts with Medicare Parts A, B, C (Medicare Advantage), and D. Though complex, Medicare’s many parts are crucial to understand as you and your loved ones age and depend on it for healthcare coverage. This entry briefly introduces Medicare’s many components so that you have a foundational understanding as you read on.


MEDICARE PART A

Starting in alphabetical order, Medicare Part A covers most costs associated with in-hospital stays. This ranges from food to medication to nursing care. Outside of hospital stays, Part A helps pay for skilled nursing facility care, specialized home health care, and hospice care.

Payroll deductions for FICA taxes that you pay with your paycheck finance Medicare Part A. If you (or your spouse) have paid Medicare taxes for at least 10 years, you likely won’t be paying a premium. But you do have to pay a hospital deductible ($1,676 per benefit period in 2025) before coverage kicks in. There are also copayments for long-term hospital stays. A much broader picture of costs appears in the Medicare Part A entry later in this chapter.




MEDICARE PART B

Medicare Part B covers doctors’ services and outpatient care, which can include preventive care, vaccines, tests, physical therapy, medical equipment, visits with a primary care doctor or specialist, and more.

Part B is financed primarily through monthly premiums ($185 in 2025). Depending on income, high earners pay an extra $74–$443.90 each month in 2025. You pay a deductible and 20% of the cost of most Part B services, which is called a copayment.


Medicare’s Growing Population

On July 30, 1965, President Lyndon B. Johnson signed the Medicare program into law. This was after more than twenty years of efforts in Congress to introduce a healthcare program for aging Americans. Medicare services began on July 1, 1966, covering more than 19 million Americans age sixty-five and older at the time. The program now covers 69 million Americans—90% are age sixty-five and older and 10% are younger people with disabilities.







MEDICARE PART C

The Balanced Budget Act of 1997 established Medicare Part C, giving Medicare beneficiaries the choice to get their coverage from a privately managed care program, originally called Medicare+Choice, rather than from Original Medicare. These plans provide coverage through limited provider networks, similar to workplace health maintenance organizations (HMOs) and preferred provider organizations (PPOs). Renamed Medicare Advantage in 2003, these plans must offer at least as much coverage as Original Medicare and most include extra benefits for prescription drugs, dental, vision, and hearing care rather than having to buy separate policies. Currently, about half of the Medicare beneficiaries are enrolled in Medicare Advantage plans.

Most Medicare Advantage plans charge no premiums in addition to the Medicare Part B premiums. The copayments and deductibles can be different than they are for Original Medicare, and there is an annual out-of-pocket spending cap for covered services.




MEDICARE PART D

The introduction of Medicare Part D prescription drug program as part of the 2003 Medicare Modernization Act drastically changed the landscape in insurance. Medicare originally did not include coverage for prescription drugs, but starting in 2006, Medicare beneficiaries could buy a private Medicare Part D prescription drug plan. People now have a choice of many companies, each with different lists of covered drugs and costs. Premiums are partially subsidized by the federal government. The Inflation Reduction Act of 2022 continued to expand the Part D program, allowing Medicare to negotiate directly with drug companies, covering more vaccines without deductibles or copayments and, most significantly, imposing a $2,000 annual out-of-pocket spending cap for covered prescription drugs starting in 2025. The cap, which is adjusted annually for inflation, is $2,100 in 2026.




MEDIGAP

Even after you sign up for Medicare, you may still have to pay hundreds or thousands of dollars out of your pocket for deductibles and copayments. Some people have secondary health insurance coverage from an employer or former employer that can help pay the Part A and Part B deductibles and copayments. If you have secondary health insurance coverage from an employer, retiree plan, or government program such as TRICARE for military retirees, those plans can cover the out-of-pocket costs. But others who have Original Medicare buy a Medigap policy to fill in those monetary gaps. These policies are sold by private insurance companies but must meet federal coverage standards. If you don’t have secondary coverage, you may want to get a private Medigap policy. These policies charge a separate premium.




SIGN-UP PROCESSES

Medicare includes several components that provide much needed healthcare coverage, but they also all have varying sign-up processes. Not only do you need to decide whether to sign up for Medicare at sixty-five—as most people aren’t enrolled automatically—but you also need to choose how to get your coverage and whether you want to add additional policies to fill in Medicare’s gaps. Each of these components can have different deadlines and sign-up rules, which are explained in their respective entries later in this book. Make your decisions carefully to best take advantage of the program and avoid coverage gaps, late enrollment penalties, and unnecessary expenses. Read on to learn more about each specific piece of Medicare and find the right plan(s) for you.









MEDICARE PART A Coverage and Costs for Hospital Care




In 1965, the first version of Medicare included two parts, and these parts remain the key components of the program today: Part A covers hospitalization and Part B covers doctors’ services and outpatient care. This entry focuses on how Part A covers inpatient hospital care, skilled nursing facility care, and other expensive services.

Most people don’t pay Part A premiums because they (or their spouse) paid Medicare taxes from their paychecks for at least ten years (or forty quarters). As a result, most people sign up for Part A when they turn sixty-five, even if they are still working and have employer health insurance coverage. Part A can help pay the high cost of inpatient stays in a hospital or skilled nursing facility. Doctors’ services and outpatient care are typically covered by Part B, which charges a monthly premium.


FOUNDATIONAL PART A COSTS

Before we get into the types of services covered under Part A, it’s important to understand the costs you have to pay to access those services, including premiums, deductibles, and copayments, and how they impact your overall costs.


Part A Premiums

Most people (99% of beneficiaries) don’t pay Medicare Part A premiums because they paid Medicare taxes from their paychecks for ten years or more (which is forty quarters of work, but not necessarily consecutively).

However, if you (or your spouse) don’t have that many work credits, you may have to pay monthly premiums. These premiums usually change with inflation each year (see the costs section of Medicare.gov). For example, these are the monthly premiums per person in 2025, based on how long they or their spouse paid Medicare taxes:


	40 or more work quarters: $0

	30–39 work quarters: $285

	Fewer than 30 work quarters: $518






Part A Deductible

The Part A deductible is the amount you have to pay for each hospital stay before Medicare coverage kicks in; for example, you pay $1,676 per benefit period in 2025. A benefit period begins the day you’re admitted to the hospital as an inpatient or a patient in a skilled nursing facility, and it ends when you’ve been out of the hospital or skilled nursing facility for sixty consecutive days.






PART A COVERAGE TYPES AND COSTS

Medicare Part A covers many of the costs for hospitalization, some home health care, skilled nursing facility care, and hospice care. This section details what expenses are covered by Part A and what you have to pay for each type of care.



Inpatient Hospital Expenses

Part A covers a semiprivate room and meals, nursing care, drugs and medical supplies you use in the hospital, some blood transfusions, and inpatient rehabilitation. After you pay the Part A deductible (which is $1,676 in 2025), Medicare pays the full cost for the first sixty days in the hospital for each benefit period. Once past the sixty-day mark, you have to pay a portion of the costs. Here’s an example of what you will have to pay for a hospital stay in 2025:


	First 60 days per benefit period: $0.

	Days 61–90: $419 per day.

	Days 91 and beyond: $838 per day for up to 60 lifetime reserve days (lifetime reserve days can be applied to different benefit periods). You then take on all costs after you use up your lifetime reserve days.



Remember: Even if you qualify for premium-free Part A, you’ll still have to pay deductibles and copayments for inpatient stays in a hospital. The new figures for these deductibles and copays are usually announced in October or November for the next calendar year.




Skilled Nursing Facility Care

Part A pays for the first twenty days in a skilled nursing facility providing rehabilitation after at least three days as an inpatient during a hospital stay. It covers skilled nursing care, room and meals, and medical equipment and supplies used in the facility. It can also pay for physical therapy, occupational therapy, speech-language pathology services, and ambulance transportation if needed to receive the services.

To qualify, your physician has to state that you need daily skilled care from nurses or therapists. You will not be covered if you just need help with the activities of daily living (custodial care) rather than skilled nursing or rehab care.

Medicare will cover the first twenty days of eligible care, and you’ll have to pay a portion of the cost after that. These amounts change each year—for example, you have to pay the following per benefit period in 2025:


	Days 1–20: $0

	Days 21–100: $209.50 per day

	More than 100 days: You pay all costs




Inpatient versus Observation Care

To qualify for skilled nursing facility care coverage from Medicare, you must have spent at least three days in a hospital receiving inpatient care. You do not qualify if you were only in the hospital under observation. The distinction is important: For example, if you spent one night in the hospital receiving observation services before being admitted as an inpatient for two nights, you will not qualify for skilled nursing coverage since you were considered an outpatient during that one night under observation.






Home Health Care

Part A can cover some part-time skilled care at home for patients who are homebound. The doctor must certify that you need skilled nursing care, physical therapy, occupational therapy, or speech-language pathology. You must receive the care from a Medicare-approved home health agency. Medicare covers most of the cost of certain home health care services if you are eligible, including medically necessary part-time or intermittent skilled nursing care, physical therapy, occupational therapy, speech-language pathology services, and medical social services. Medicare does not pay for care twenty-four hours per day, and it doesn’t cover custodial care if that is the only care you need. The home health agency must tell you in advance if any of the services it provides will not be covered.




Hospice Care

Part A covers hospice care for people who are terminally ill if their doctor certifies that they have a life expectancy of six months or less. Once you’re placed in hospice, you receive comfort care rather than care to treat your terminal illness. You may have to pay the following hospice costs: up to $5 per prescription for pain and symptom management and 5% of the cost for inpatient respite care to give the caregiver a break.











MEDICARE PART B Coverage for Doctors, Tests, and Preventive Care




While Medicare Part A covers most of the costs related to staying in a hospital, Medicare Part B covers doctors’ services and outpatient care. The wide variety of Part B coverages are detailed throughout the rest of this entry.


PART B COSTS

There are three components of Part B costs: the premium, deductible, and coinsurance, which is the 20% portion of the cost that you pay for most covered services.


Premiums

You pay a monthly premium for Part B, which is $185 per month for most people in 2025. People with high incomes may have to pay more—from $74 to $443.90 extra each month in 2025, depending on how much money they earn. You can find the premiums on the Medicare costs page at Medicare.gov. Costs can change each year and are usually announced in October or November.




Deductible

You pay an annual deductible, which is a dollar amount you pay before most Part B coverage kicks in. The deductible is $257 in 2025. This is similar to a deductible you may have had to pay with an employer health insurance plan.





Coinsurance

This is the percentage of the costs you have to pay yourself. Medicare Part B typically pays 80% of the cost of doctors’ services and outpatient care, and you pay 20% of the Medicare-approved amount. However, you can receive some preventive services without having to pay the deductible or coinsurance, such as most vaccines and screenings for several types of cancer and other diseases, depending on your age and risk factors.


How Assignment Affects Doctor’s Charges

You typically pay 20% of the doctor’s costs covered by Part B. If a doctor “accepts assignment,” they agree to charge you no more than the amount Medicare approved for that service. But you may have to pay more if the doctor doesn’t accept assignment, meaning the doctor doesn’t take what Medicare has approved for their assistance. In that case, the doctor can request up to 15% more than what Medicare has approved—so you’d have to pay up to 15% in addition to the 20%.






Get Help with Part B Costs

If your income is below a certain level, you may qualify for financial assistance from a Medicare Savings Program, which can help pay Medicare Part A and Part B premiums, deductibles, copayments, and coinsurance. See the costs section of Medicare.gov for details.






PART B SERVICES

Part B covers many preventive services without any deductibles or coinsurance charges. They may include:


	
Vaccines, such as hepatitis B, flu shots, pneumococcal shots (although some vaccines, such as the shingles vaccine, are covered by Part D prescription drug coverage instead).

	Screenings, such as for cervical and vaginal cancer, colorectal cancer, diabetes, lung cancer, prostate cancer, mammograms, and depression. Coverage is based on your age and risk factors.

	Preventive care and counseling programs, including alcohol counseling, diabetes prevention program, medical nutrition therapy services, obesity behavioral therapy, a “Welcome to Medicare” preventive visit, and a yearly wellness visit.



Though not for free, there are some things you can get for reduced cost when using Medicare. Part B also covers 80% of the cost of doctors’ services and outpatient care, including:


	Doctors’ visits and medically necessary services from doctors and other healthcare workers.

	Diagnostic tests.

	Some prescription drugs administered in the doctor’s office.

	Durable medical equipment that you use in your home (like wheelchairs, scooters, and walkers).

	Ambulance services, when transporting yourself would put you in danger.

	Outpatient physical therapy, occupational therapy, and speech-language pathology services.

	Eligible emergency department visits. (Part A covers the expense if you’re admitted to the hospital for a related condition within three days.)



There are so many benefits for Medicare Part B, both free and reduced cost alike, but before you get them, you have to sign up.





WHEN TO SIGN UP FOR PART B

You can sign up for Part B during your initial enrollment period, which is a seven-month period that starts three months before the month you turn sixty-five and ends three months later. If you sign up before your birthday month, your coverage will take effect the first of the month you turn sixty-five (or the beginning of the previous month, if your birthday is on the first). Otherwise, your coverage starts the beginning of the month after you sign up.

If you don’t happen to have health insurance through an employer, you usually must sign up for Part B during this initial enrollment period. Otherwise, you may have to wait until the next general enrollment period to sign up, which runs from January 1 to March 31 each year, and you may have to pay a late enrollment penalty for as long as you have Medicare.

If you or your spouse are still working and you have health insurance through an employer with twenty or more employees, then you can delay signing up for Medicare Part B without late penalties or coverage gaps. However, you must sign up within eight months of leaving that job and losing the coverage, or else you may have to pay a late enrollment penalty.




PART B LATE ENROLLMENT PENALTY

If you miss the sign-up deadlines, you may have to pay a late enrollment penalty. The late penalty adds 10% to the standard Part B premium for each twelve-month period when you should have had Part B but hadn’t enrolled. This late penalty lasts for as long as you have Part B, which is usually for your lifetime.


Medicare History

Medicare has been around for decades. The program has evolved significantly since it was first introduced in 1965, offering additional coverage, options, and costs through the years. Medicare originally included two parts: Part A and Part B. These together are called “Original Medicare” or “traditional Medicare,” and they both continue to serve as the core of the Medicare program.











MEDICARE PART C Medicare Advantage’s All-in-One Private Coverage




After you sign up for Medicare Part A and Part B, you have a choice: You can either get your coverage through Original Medicare, the government program that lets you use any doctor who participates, or you can sign up for a private Medicare Advantage plan, an all-in-one plan that has provider networks, different cost sharing (the deductibles, copayments, and coinsurance you pay yourself), and may provide some additional coverage. These plans have been growing in popularity—about half of Medicare beneficiaries are now enrolled in Medicare Advantage plans rather than Original Medicare.

You usually have several Medicare Advantage plans to choose from in your area, with different premiums, cost sharing, drug coverage, and provider networks. In 2026, the average Medicare beneficiary has thirty-two Medicare Advantage plans to choose from that include both medical and drug coverage, according to KFF (a health policy and research organization). You can compare plans available in your area by using the plan finder at Medicare.gov (www.medicare.gov/plan-compare).


WHAT DOES MEDICARE ADVANTAGE COVER?

Medicare Advantage plans must provide at least as much coverage as Medicare Part A and Part B, but they may have different out-of-pocket costs. Most plans also include Part D prescription drug coverage, rather than having to buy a standalone plan, and they tend to provide other benefits that aren’t included in Original Medicare, such as some coverage for dental, hearing, and vision care. Some plans may also help pay for transportation to and from doctors’ appointments, a flex card to pay for over-the-counter drugs, and a grocery allowance for healthy food (which may be limited to people with chronic conditions).

Medicare Advantage plans tend to have more prior authorization requirements than Original Medicare. This means that your doctor must provide extra documentation explaining why you need the medical treatment, even if it’s covered by the plan.


Medicare Advantage Special Needs Plans

Some Medicare Advantage plans provide special coordinated coverage for people in certain situations, called special needs plans (SNPs). These plans may be available for people with certain chronic conditions (C-SNP), people who are enrolled in both Medicare and Medicaid (called dual eligibles, D-SNP) or people who are living in an institutional setting, such as a nursing home (I-SNP). Availability of these special needs plans can vary significantly throughout the country.




What Doctors Can You Use?

One of the biggest differences between Original Medicare and Medicare Advantage is the doctors you can use. Original Medicare lets you use any doctor who participates in the program. Medicare Advantage plans usually have limited provider networks.

Most Medicare Advantage plans are either HMOs or PPOs, similar to employer plans. With an HMO, you choose a primary care doctor, and you usually need a referral to see a specialist. You may not have any coverage for out-of-network providers except in emergencies.

With a PPO, you don’t need a referral to see a specialist, but you will have lower copayments and out-of-pocket limits if you use in-network providers. You can usually go to an out-of-network provider, too, but you’ll have to pay more.

You must determine whether the doctors you want to use are covered by the plan and your coverage if you go to an out-of-network doctor.






WHAT DOES MEDICARE ADVANTAGE COST?

You must sign up for Medicare Part A and Part B before you can enroll in a Medicare Advantage plan. You have to pay Part B premiums, which are $185 per month in 2025 (some people also have to pay Part A premiums if they didn’t pay Medicare taxes for long enough to qualify for premium-free Part A).

Some Medicare Advantage plans also charge a monthly premium (averaging $14 per month in 2026); however, two-thirds of the Medicare Advantage plans with Part D prescription drug coverage don’t charge a monthly premium, other than the Part B premium. Yet, other plans also reduce the Part B premium.

Medicare Advantage plans can charge different cost sharing (the deductibles, copayments, and coinsurance you pay yourself) than Original Medicare. Rather than the hospital deductible, which is $1,676 for Medicare Part A in 2025, you may have to pay a daily amount for hospital stays, such as $460 for each of the first five days at an in-network hospital, with $0 for day six and beyond. Instead of the 20% copayment for doctors’ services in Part B, you may have to pay, for example, $50 for a doctor’s visit with an in-network specialist, $45 for diagnostic tests, and up to $225 for MRIs. The specific copayments vary by plan.

Unlike Original Medicare, Medicare Advantage plans have an out-of-pocket spending limit for medical care, which is $9,250 for in-network services and $13,900 for plans that cover both in-network and out-of-network services in 2026. Plans can have lower limits. This limit applies to covered medical care; it doesn’t apply to premiums or prescription drugs.

Medicare Advantage plans that include prescription drug coverage must limit out-of-pocket costs for covered drugs to $2,100 in 2026, just like standalone Part D plans. This number rises each year for inflation.




WHEN CAN YOU SIGN UP FOR MEDICARE ADVANTAGE?

You can sign up for a Medicare Advantage plan during your initial enrollment period when you turn sixty-five, after you enroll in Medicare Part A and Part B. You can also enroll or switch plans each year during open enrollment from October 15 to December 7. If you already have a Medicare Advantage plan, you can also switch to a different plan from January 1 to March 31 each year.

You can switch into a Medicare Advantage plan with a five-star quality rating any time during the year. There is a special enrollment period that lets you switch into a five-star plan one time between December 8 of the year before the plan year and November 30 of the plan year, with the additional week included in the annual open enrollment period. You can type your zip code into the Plan Finder at Medicare.gov to see if there are any five-star plans in your area.

You can also sign up or switch plans midyear in other circumstances—for example, if you move out of the plan’s service area or you lose employer coverage. These are all considered special enrollment periods, which you can participate in when certain life events happen.









MEDICARE PART D Prescription Drug Coverage and Costs




Interestingly, Medicare doesn’t automatically cover prescription drugs. In fact, the program didn’t offer any outpatient prescription drug coverage for its first forty years. The Medicare Prescription Drug, Improvement, and Modernization Act (MMA) of 2003 introduced the Medicare Part D prescription drug program that took effect in 2006 to help cover these expenses. This voluntary coverage is offered by private insurance companies that are regulated by the federal government.

There are two ways to get Medicare drug coverage. If you have Original Medicare, the government-run program that covers any doctor who participates, you can buy a standalone Part D plan. If you choose Medicare Advantage from a private insurer, which typically has provider networks, Part D drug coverage is usually included in your plan.

You can buy Part D when you first enroll in Medicare or when you lose other drug coverage, and you can switch plans every year during open enrollment from October 15 to December 7 with new coverage starting January 1.

It’s important to consider prescription drug coverage when making your Medicare enrollment decisions, even if you don’t take many medications now. If you don’t sign up for Part D when you first enroll in Medicare and you go sixty-three days or more without comparable drug coverage from another source (such as an employer or a retiree plan), you may have to pay a monthly late enrollment penalty if you sign up later.

You have several Part D plans to choose from, depending on where you live. The average Medicare beneficiary has a choice of eight to twelve standalone Part D plans in 2026, according to KFF. Some insurers offer several plans in a region, each with different coverage and costs.


WHAT DRUGS DOES PART D COVER?

The federal government sets rules for the types of drugs Part D plans must cover, but the plans aren’t required to cover all drugs. The plan’s list of covered drugs is called a formulary. Part D plan formularies must include all drugs in certain protected classes, including drugs for cancer, HIV/AIDS, antidepressants, antipsychotics, anticonvulsants, and immunosuppressants for organ transplants.

Otherwise, the plan’s formulary must include at least two drugs in each of the most commonly prescribed categories. The drugs each plan chooses to cover can vary a lot.


Prescription Drugs Covered by Part B

Prescription drugs administered in a doctor’s office are covered by Medicare Part B rather than Part D. For example, chemotherapy drugs are typically covered by Part B. Part D covers the shingles vaccine and a few others, but most vaccines are covered by Part B.







NEW RULES SIMPLIFY PART D COVERAGE

The federal government sets the framework for Part D coverage. In the past, Part D plans had a patchwork of confusing coverage levels—including the notorious “donut hole” where you had to pay the full cost for your medications after your drug costs reached a certain level.

The donut hole was gradually phased out and completely disappeared in 2025, when the Inflation Reduction Act of 2022 made Part D coverage much easier to understand. Now, all Part D plans must cap out-of-pocket costs for covered drugs when your spending reaches a certain level that can increase each year with inflation. The cap started out at $2,000 per year in 2025 and rose to $2,100 for 2026. You don’t pay for the drugs covered by your plan after that point. (Premiums are not included in the $2,100 cap.)

Out-of-pocket costs can include the deductible and cost sharing for your medications.


Deductible

Many plans have a deductible before most coverage kicks in. The maximum deductible changes each year and is announced in the fall; go to Medicare.gov to find current costs. The maximum deductible is $615 in 2026, but some plans have lower deductibles.




Cost Sharing

The plan can charge copayments (a fixed dollar amount) or coinsurance (a percentage of the cost) for your medications. These cost-sharing amounts are the portion of the drug costs you pay yourself.

Part D plans typically have four or five pricing tiers with different cost-sharing amounts. For example, a plan may charge $0 for preferred generic drugs or $5 for a thirty-day supply of other generics. It may charge 20% of the cost of preferred brand-name drugs or 40% coinsurance for non-preferred drugs. Some plans have another pricing tier for specialty medications.

Specifics vary by plan, and each plan can put drugs in different tiers—your medication may be preferred in one plan but non-preferred in another, and some plans may not cover it at all. You can compare how the plans in your area cover your necessary medications at Medicare.gov.






PART D PREMIUMS, SURCHARGES, AND EXTRA HELP

Part D plans are offered by private insurance companies, but, as part of the Medicare program, they are regulated by the Centers for Medicare & Medicaid Services (CMS). Monthly premiums vary by plan, but they must be approved by CMS. Even though the average premium is $34.50 in 2026, some plans charge over $100 per month.

People with high incomes pay a monthly surcharge in addition to the Part D premium, called an Income-Related Monthly Adjustment Amount (IRMAA). There are five tiers of surcharges based on income. The income levels and size of the surcharges typically increase every year. In 2025, single tax filers with modified adjusted gross incomes of more than $106,000 and joint filers earning more than $212,000 pay a Part D surcharge ranging from $13.70 to $85.80 per person each month.

The surcharge is based on your last tax return on file—which is usually two years earlier—but you may be able to get the surcharge reduced if your income has dropped since then because of certain life-changing events, such as retirement, divorce, or death of a spouse.

People with low incomes can get help paying Part D premiums and copayments from the Extra Help program, also known as the Low-Income Subsidy. You can find current eligibility requirements at Medicare.gov.
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