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Social Security and Medicare 
Changes for 2019:

What Clients Need to Know

By Elaine Floyd, CFP®

Director of Retirement and Life 
Planning, Horsesmouth, LLC



1. Social Security cost-of-living adjustment

• Checks raised by 2.8%
• May be partially offset by Medicare premium “catch-up” (low 

income) or IRMAA (high income)
• See October 17, 2017 newsletter archived on Savvy Medicare Planning 

website – available to members

• All PIAs raised by COLA, whether or not benefits have started
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2. Earnings test thresholds
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• $17,640 pre-FRA year
• Benefits withheld $1 for $2

• $46,920 FRA year
• Benefits withheld $1 for $3

• First-year monthly earnings test
• $1,470 pre FRA
• $3,910 FRA year

• Once turn FRA: $0
• No benefits withheld for earnings test



3. New bend points: $926 and $5,583
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https://www.ssa.gov/oact/cola/piaformula.html
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Indexed earnings for 
baby boomer born in 
1957, turning 62 in 2019

Maximum earnings since 
1979

$4,324,320 in total indexed 
earnings ÷ 420 months =
$10,296 AIME (average indexed 
monthly earnings)



Example of benefit formula for max earner

6

• Baby Boomer born in 1957 – turns 62 in 2019
• AIME = $10,296
• PIA formula:

($5,583 - $926 = $4,657)  
($10,296 - $5,583 = $4,713)

• $926 x .90 = $833.40
• $4,657 x .32 = $1,490.24
• $4,713 x .15 = $706.95
• Total = $3,030.59

PIA = $3,030.50
Amount worker will receive at full retirement age 

(66 and 6 months)



4. Maximum wage base for 2019: $132,900
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• Based on growth in average wage index 2 years prior: up 3.5% in 2017
• Additional earnings (or lack thereof) may affect the PIA
• Statement estimate may be off

• Early retirees: send to Retirement Estimator (www.ssa.gov/estimator) or ballpark
$100-$200 less than statement shows

• Continued earnings make a bigger difference for clients with less than 35 years  
of earnings (but later earnings always count for more than earlier earnings so  
everyone who works can improve their benefit)

http://www.ssa.gov/estimator)


Add four years of  
earnings: 2019 - 2022
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What if I keep working?



Add four years of earnings
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• New AIME = $10,512
• PIA formula

• $926 x .90 = $833.40
• $4,657 x .32 = $1,490.24 ($5,583 - $926 = $4,657)
• $4,929 x .15 = $739.42 ($10,512 - $5,583 = $4,929)
• Total = $3,063.06

PIA = $3,063

Amount worker will receive at full retirement age not counting COLAs or additional  earnings

For a maximum earner, four more years of work will add $33 to the PIA



“What if I retire early?”
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• Estimate for a client age 58 now
Stop work at age  

67
58

PIA*
$2,900**
$2,775

*Based on SSA Quick Calculator estimate

**This is the estimate shown on statement
~$125 more than amount client will actually receive



What if I have zeros on my  
work record?
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• Born in 1957
• Maximum earnings from age 22 to 25
• Zero earnings from age 25 to 40
• Maximum earnings from age 40 to 62



Zeros on work record  
PIA calculated at age 62

$2,960,176 in total  indexed 
earnings ÷ 420 months =

$7,048 AIME
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Primary Insurance Amount (PIA)  
calculated in 2019 using earnings  

through 2018
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• Lower-earning person born in 1957 – age 62 in 2019
• Max earnings age 22-24, zero earnings age 25-39; maximum age 40-61
• AIME = $7,048
• PIA formula:

($5,583 - $926 = $4,657)  
($7,048 - $5,583 = $1,465)

• $926 x .90 = $833.40
• $4,657 x .32 = $1,490.24
• $1,465 x .15 =
• Total =

$219.76
$2,543.40

PIA = $2,543.40

Amount worker will receive in four years at full retirement age not counting COLAs  
or additional earnings



Work till 70 to replace zeros

$4,373,360 in total  
indexed earnings ÷ 420  

months =
$10,413 AIME
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PIA after zeros are replaced
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• New AIME = $10,413
• PIA formula:

• $926 x .90 = $833.40
• $4,657 x .32 = $1,490.24 ($5,583 - $926 = $4,657)
• $4,830 x .15 = $720.80 ($10,413 - $5,583 = $4,830)
• Total = $2,966.94

PIA = $2,966.90

Working to age 70 adds $423 to the PIA



5. Window closing for restricted application
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• People born before January 2, 1954 are still eligible for this strategy when they turn 66
• Receive spousal benefit while own benefit builds delayed credits to age 70
• Other spouse must have filed
• Other spouse need not be born before 1954
• See my August 3, 2017 newsletter: How to File a Restricted Application (available to 

members)



"Claim now, claim more later"
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At FRA, higher-earning spouse restricts his application to his spousal benefit  
(lower-earning spouse must have filed for benefits on her record).

At 70, higher-earning spouse switches to his own maximum benefit.  
Example:

• Larry and Linda are 66
• Larry’s PIA is $2,400; Linda’s PIA is $800
• Linda files for her benefit at 66
• Larry files for his spousal benefit at the same time and begins  

collecting $400 (half of Linda’s PIA)
• When Larry turns 70, he switches to his maximum benefit. Linda  

adds on her spousal benefit
Budget Act Update: Must have turned 62 before the end of 2015 to take  
spousal benefit if own benefit is higher (restricted application)
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Before: No “Claim now, claim more later”
Larry does not file for spousal benefit
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After: “Claim now, claim more later”
Larry files for spousal benefit
Receives $20,000 in additional benefits



20

How to file a restricted application

Page 15 of the application for benefits

X



6. Taxes on SS benefits: Same formula,  
different marginal tax rates
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Filing status Provisional  
income*

Amount of SS  
subject to tax

Married filing jointly Under $32,000
$32,000 - $44,000
Over $44,000

0
Up to 50%
Up to 85%

Single, head of household,  
qualifying widow(er), married  
filing separately & living apart  
from spouse

Under $25,000
$25,000 - $34,000
Over $34,000

0
Up to 50%
Up to 85%

Married filing separately and  
living with spouse

Over 0 85%

*Provisional income = AGI + one-half of SS benefit + tax-exempt interest
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7. OASDI Trust Fund still growing
(a little)

Source: Social Security Administration, Office of the Chief Actuary

Trust fund balance on 12/31/17:    $2.892 trillion

2018 results
• Total income: $1.003 trillion
• Total expenditures: $1.000 trillion
• Net increase in assets:     $3 billion

Trust fund balance on 12/31/18:    $2.895 trillion



But…benefits exceed payroll taxes

Source: Social Security Administration, Office of the Chief Actuary
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Long-term projections: 
without reform, benefits fall to 79% in 2034

Source: 2018 OASDI Trustees Report

Source: 2018 OASDI Trustees Report

Cost: Scheduled but not 
fully payable benefits

Income

Expenditures: Payable benefits =
income after trust fund exhaustion
in 2034

Cost: Scheduled and 
payable benefits

Payable benefits as percent
of scheduled benefits:
2017-2033: 100%
2034: 79%
2092: 74%

Cost: Scheduled but not 
fully payable benefits
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		Year		Income		Scheduled		Payable

		2000		12.62%		10.40%		10.40%

		2001		12.72%		10.55%		10.55%

		2002		12.90%		10.89%		10.89%

		2003		12.59%		11.03%		11.03%

		2004		12.52%		11.05%		11.05%

		2005		12.79%		11.16%		11.16%

		2006		12.79%		11.06%		11.06%

		2007		12.86%		11.33%		11.33%

		2008		12.73%		11.55%		11.55%

		2009		13.10%		13.04%		13.04%

		2010		12.51%		13.44%		13.44%

		2011		12.68%		13.52%		13.52%

		2012		12.89%		13.83%		13.83%

		2013		12.83%		13.95%		13.95%

		2014		12.93%		13.98%		13.98%

		2015		12.95%		13.97%		13.97%

		2016		12.98%		13.94%		13.94%

		2017		13.01%		13.91%		13.91%

		2018		13.03%		13.96%		13.96%

		2019		13.05%		14.13%		14.13%

		2020		13.07%		14.37%		14.37%

		2021		13.11%		14.65%		14.65%

		2022		13.13%		14.97%		14.97%

		2023		13.15%		15.29%		15.29%

		2024		13.16%		15.59%		15.59%

		2025		13.18%		15.88%		15.88%

		2026		13.20%		16.15%		16.15%

		2027		13.21%		16.41%		16.41%

		2028		13.23%		16.64%		16.64%

		2029		13.24%		16.83%		16.83%

		2030		13.25%		17.01%		17.01%

		2031		13.26%		17.15%		17.15%

		2032		13.27%		17.25%		17.25%

		2033		13.27%		17.33%		13.27%

		2034		13.28%		17.38%		13.28%

		2035		13.28%		17.41%		13.28%

		2036		13.28%		17.43%		13.28%

		2037		13.28%		17.43%		13.28%

		2038		13.28%		17.42%		13.28%

		2039		13.28%		17.39%		13.28%

		2040		13.28%		17.36%		13.28%

		2041		13.28%		17.32%		13.28%

		2042		13.28%		17.28%		13.28%

		2043		13.28%		17.24%		13.28%

		2044		13.28%		17.21%		13.28%

		2045		13.28%		17.19%		13.28%

		2046		13.28%		17.16%		13.28%

		2047		13.28%		17.14%		13.28%

		2048		13.27%		17.11%		13.27%

		2049		13.27%		17.10%		13.27%

		2050		13.27%		17.08%		13.27%

		2051		13.27%		17.07%		13.27%

		2052		13.27%		17.07%		13.27%

		2053		13.28%		17.07%		13.28%

		2054		13.28%		17.08%		13.28%

		2055		13.28%		17.09%		13.28%

		2056		13.28%		17.11%		13.28%

		2057		13.28%		17.12%		13.28%

		2058		13.28%		17.14%		13.28%

		2059		13.28%		17.15%		13.28%

		2060		13.28%		17.16%		13.28%

		2061		13.28%		17.16%		13.28%

		2062		13.29%		17.17%		13.29%

		2063		13.29%		17.18%		13.29%

		2064		13.29%		17.19%		13.29%

		2065		13.29%		17.20%		13.29%

		2066		13.29%		17.22%		13.29%

		2067		13.29%		17.24%		13.29%

		2068		13.29%		17.27%		13.29%

		2069		13.30%		17.29%		13.30%

		2070		13.30%		17.33%		13.30%

		2071		13.30%		17.35%		13.30%

		2072		13.30%		17.38%		13.30%

		2073		13.30%		17.40%		13.30%

		2074		13.30%		17.43%		13.30%

		2075		13.31%		17.46%		13.31%

		2076		13.31%		17.49%		13.31%

		2077		13.31%		17.51%		13.31%

		2078		13.31%		17.54%		13.31%

		2079		13.31%		17.57%		13.31%

		2080		13.32%		17.60%		13.32%

		2081		13.32%		17.64%		13.32%

		2082		13.32%		17.68%		13.32%

		2083		13.32%		17.72%		13.32%

		2084		13.32%		17.76%		13.32%

		2085		13.33%		17.79%		13.33%

		2086		13.33%		17.83%		13.33%

		2087		13.33%		17.87%		13.33%

		2088		13.33%		17.91%		13.33%

		2089		13.34%		17.94%		13.34%

		2090		13.34%		17.98%		13.34%
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		Year		Income		Scheduled		Payable

		2000		12.62%		10.40%		10.40%

		2001		12.72%		10.55%		10.55%

		2002		12.90%		10.89%		10.89%

		2003		12.59%		11.03%		11.03%

		2004		12.52%		11.05%		11.05%

		2005		12.79%		11.16%		11.16%

		2006		12.79%		11.06%		11.06%

		2007		12.86%		11.33%		11.33%

		2008		12.73%		11.55%		11.55%

		2009		13.10%		13.04%		13.04%

		2010		12.51%		13.44%		13.44%

		2011		12.68%		13.52%		13.52%

		2012		12.89%		13.83%		13.83%

		2013		12.83%		13.95%		13.95%

		2014		12.93%		13.98%		13.98%

		2015		12.95%		13.97%		13.97%

		2016		12.98%		13.94%		13.94%

		2017		13.01%		13.91%		13.91%

		2018		13.03%		13.96%		13.96%

		2019		13.05%		14.13%		14.13%

		2020		13.07%		14.37%		14.37%

		2021		13.11%		14.65%		14.65%

		2022		13.13%		14.97%		14.97%

		2023		13.15%		15.29%		15.29%

		2024		13.16%		15.59%		15.59%

		2025		13.18%		15.88%		15.88%

		2026		13.20%		16.15%		16.15%

		2027		13.21%		16.41%		16.41%

		2028		13.23%		16.64%		16.64%

		2029		13.24%		16.83%		16.83%

		2030		13.25%		17.01%		17.01%

		2031		13.26%		17.15%		17.15%

		2032		13.27%		17.25%		17.25%

		2033		13.27%		17.33%		13.27%

		2034		13.28%		17.38%		13.28%

		2035		13.28%		17.41%		13.28%

		2036		13.28%		17.43%		13.28%

		2037		13.28%		17.43%		13.28%

		2038		13.28%		17.42%		13.28%

		2039		13.28%		17.39%		13.28%

		2040		13.28%		17.36%		13.28%

		2041		13.28%		17.32%		13.28%

		2042		13.28%		17.28%		13.28%

		2043		13.28%		17.24%		13.28%

		2044		13.28%		17.21%		13.28%

		2045		13.28%		17.19%		13.28%

		2046		13.28%		17.16%		13.28%

		2047		13.28%		17.14%		13.28%

		2048		13.27%		17.11%		13.27%

		2049		13.27%		17.10%		13.27%

		2050		13.27%		17.08%		13.27%

		2051		13.27%		17.07%		13.27%

		2052		13.27%		17.07%		13.27%

		2053		13.28%		17.07%		13.28%

		2054		13.28%		17.08%		13.28%

		2055		13.28%		17.09%		13.28%

		2056		13.28%		17.11%		13.28%

		2057		13.28%		17.12%		13.28%

		2058		13.28%		17.14%		13.28%

		2059		13.28%		17.15%		13.28%

		2060		13.28%		17.16%		13.28%

		2061		13.28%		17.16%		13.28%

		2062		13.29%		17.17%		13.29%

		2063		13.29%		17.18%		13.29%

		2064		13.29%		17.19%		13.29%

		2065		13.29%		17.20%		13.29%

		2066		13.29%		17.22%		13.29%

		2067		13.29%		17.24%		13.29%

		2068		13.29%		17.27%		13.29%

		2069		13.30%		17.29%		13.30%

		2070		13.30%		17.33%		13.30%

		2071		13.30%		17.35%		13.30%

		2072		13.30%		17.38%		13.30%

		2073		13.30%		17.40%		13.30%

		2074		13.30%		17.43%		13.30%

		2075		13.31%		17.46%		13.31%

		2076		13.31%		17.49%		13.31%

		2077		13.31%		17.51%		13.31%

		2078		13.31%		17.54%		13.31%

		2079		13.31%		17.57%		13.31%

		2080		13.32%		17.60%		13.32%

		2081		13.32%		17.64%		13.32%

		2082		13.32%		17.68%		13.32%

		2083		13.32%		17.72%		13.32%

		2084		13.32%		17.76%		13.32%

		2085		13.33%		17.79%		13.33%

		2086		13.33%		17.83%		13.33%

		2087		13.33%		17.87%		13.33%

		2088		13.33%		17.91%		13.33%

		2089		13.34%		17.94%		13.34%

		2090		13.34%		17.98%		13.34%
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		Year		OASDI

		2000		216%

		2001		239%

		2002		263%

		2003		288%

		2004		305%

		2005		318%

		2006		335%

		2007		345%

		2008		358%

		2009		353%

		2010		357%

		2011		353%

		2012		347%

		2013		341%

		2014		334%

		2015		328%

		2016		321%

		2017		314%

		2018		306%

		2019		296%

		2020		284%
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https://www.ssa.gov/oact/solvency/provisions/index.html
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https://www.ssa.gov/oact/solvency

http://www.ssa.gov/oact/


Social Security 2100 Act

28

• Introduced by John Larson (D-Connecticut)
• Has more than 200 co-sponsors in the House
• Will probably get a hearing this year and may even come to a vote
• Would restore full solvency (see  

https://www.ssa.gov/oact/solvency/JLarson_20170405.pdf)

http://www.ssa.gov/oact/solvency/JLarson_20170405.pdf)


Larson bill provisions

29

• Would increase first bend point multiplier from .90 to .93
• Would base cost-of-living adjustments on the CPI-E (expected to increase COLA by 0.2 percentage  

points per year)
• Would increase the special minimum PIA
• Would replace current taxation thresholds to $50,000 for single individuals and $100,000 for couples.  

Would not be adjusted for inflation
• Would withhold OASDI taxes on income over $400,000. A “second AIME” would be created to credit  

these earnings, with a 2% multiplier
• Would gradually increase the payroll tax rate from 12.4% to 14.8% for 2043 and later
• OAS and DI trust funds would be combined



Larson bill effect

30



8. New Medicare numbers for 2019

• Part B premiums
• Deductibles and coinsurance amounts

31



Monthly premiums for Parts B & D 
Including Income Related Monthly 

Adjustment Amounts

These do not include premiums for drug plans, Medicare Advantage or Medicare supplement plans

MAGI
Single

MAGI
Joint

MAGI
Married  

filing  
separately

Part B  
monthly  
premium  
paid to  

Medicare

Part B  
income-
related  

adjustment  
amount  
paid to  

Medicare

Part D  
income-
related  

adjustment  
amount paid  
to Medicare

Total Parts  
B & D  

premium

≤ $85,000 ≤ $170,000 ≤ $85,000 $135.50 $0.00 $0.00 $135.50

$85,001-
$107,000

$170,001 -
$214,000

$135.50 $54.10 $12.40 $202.00

$107,001 -
$133,500

$214,001 -
$267,000

$135.50 $135.40 $31.90 $302.80

$133,501 -
$160,000

$267,001 -
$320,000

$135.50 $216.70 $51.40 $403.60

$160,001-
$499,999

$320,001-
$749,999

$85,001-
$414,999

$135.50 $297.90 $70.90 $504.30

≥$500,000 ≥$750,000 ≥$415,000 $135.50 $325.00 $74.80 $535.30



Deductibles
Amount You Pay

• Part A - $1,364 per spell of illness
• Part B - $185/year

• Waived for some preventive services such as flu shots,
some mammograms and Pap smears, bone mass tests,
prostate screening, diabetes tests, some others

• Part D – $415/year



Coinsurance
Amount You Pay

34

• Part A
– Hospital

• $341/day for days 61-90
• $682/day for days 91-150

– Skilled nursing: $170.50/day for days 21-100
• Part B

– Assigned claims: 20% of Medicare approved rate
– Unassigned claims: 20% of approved rate + balance of

actual charge up to an additional 15% of the approved
charge



Medigap Plans
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Source: https://www.medicare.gov/supplement-other-insurance/compare-medigap/compare-medigap.html

Medigap Benefits 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 up

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%

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

Medicare Part B deductible 100% 100%

Medicare Part B excess charges 100% 100%

Foreign travel emergency (up to plan limits) 80% 80% 80% 80% 80% 80%

Plan F has a high-deductible option - $2,300 in 2019
For Plans K and L, after you meet your out-of-pocket yearly limit and Part B deductible, the Medigap plan pays 100%  
of covered services for the rest of the calendar year. Out-of-pocket limits: Plan K $5,560; Plan L $2,780
Plan N pays 100% of the Part B coinsurance, except for some copayments.

http://www.medicare.gov/supplement-other-insurance/compare-medigap/compare-medigap.html


9. New Medicare Advantage open enrollment  
period January 1 – March 31
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• Replaces disenrollment period that ran from January 1 to February 14
• During this time you may:

• Switch to a different Medicare Advantage plan
• Drop your Medicare Advantage Plan and return to Original Medicare (and sign up

for a standalone Part D drug plan). You may not go the other way, switching from
Original Medicare to a Medicare Advantage plan

• Drop your standalone Part D drug plan



10. Medicare Part A solvency projections
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How is Medicare financed?



Growth in Medicare beneficiary costs
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History and future of Part B premiums

https://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/ReportsTrustFunds/Downloads/TR2018.pdf
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http://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/ReportsTrustFunds/Downloads/TR2018.pdf
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Factors that will cause  
Medicare premiums to rise

42

• Average age of the shared pool
• Now: Healthy boomers in their 60s and 70s
• Later: Sicker boomers in their 80s and 90s

• Increasing end-of-life expenses: Oldest boomers turn 85 in 2031
• Medical inflation is higher than general inflation:  

5% vs. 2%
• Rising premiums will absorb entire COLA for those heldharmless
• Those not held harmless (e.g., subject to IRMAA) will see Social Security checks decline  

from year to year



Possible solutions
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• Lower Medicare age of eligibility to bring younger, healthier people into the risk pool
• Work on lowering health care prices across the board
• Negotiate drug prices



Updated Program Materials
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Updated Social Security presentations

• 2019 COLA
• New trustee projections
• New wage base for 2019
• Earnings test threshold for 2019
• PIA calculation for max earner turning 

62 in 2019
• Numbers and examples geared toward 

FRA of 67
• Restricted application window closing 

as grandfathered people age into FRA

45



Updated Medicare presentations

• Medicare premiums for 2019 including 
IRMAAs

• 2019 deductibles and coinsurance amounts
• Part D drug plan design for 2019
• New Medicare Advantage open enrollment 

period Jan. 1 – March 31
• New Medigap deductibles
• Updated health care budget
• Updated long-term care costs
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New calculators

• Faster calculations and more responsive interface
• Benefits are calculated on a monthly basis showing  

partial-year benefits the first year of claiming
• Life expectancies offer a quick-selection option  

(e.g., male, longer than average), but you can  
override them

• The option to show values in “real” or “nominal”  
terms—that is, today’s dollars or future dollars

• Reports have been updated with a better-looking  
comparison section, better graphs and a more  
attractive color palette
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Upcoming Social Security and Medicare  
2-day workshops

48

San Diego – May 9-10
Atlanta – October 3-4

Call 888-336-6884 ext. 1



Conferences – Elaine speaking on Social  
Security and Medicare

49

• FPA Norcal, San Francisco – Tuesday, May 28, 10:30 – 12:00
• www.fpanorcal.org

• AICPA Engage, Las Vegas – Tuesday, June 11, 3:00 – 3:50 pm
• www.aicpaengage.com

http://www.fpanorcal.org/
http://www.aicpaengage.com/


www.horsesmouth.com/meddem
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Thank you!
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