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Whether individuals are new to Medicare, getting ready
to turn 65 or preparing to retire, they will face several
important decisions about their health insurance coverage.
This booklet will explain the parts of Medicare, discuss
eligibility and costs, and answer common questions
associated with Medicare plans and serve as a guide to help
individuals take steps toward making decisions about
Medicare coverage options.
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WHAT IS MEDICARE?
Medicare is a government health insurance program administered by the Centers for Medicare & Medicaid Services (CMS)
and over time has provided millions of Americans with access to
quality and affordable health care.1

What are the Four Parts of Medicare?

A
B
C
D

•
•
•
•
•

Hospital
Skilled Nursing
Hospice
Lab Tests
Home Services

• Doctor
• Outpatient
• Medical Supplies

• Part A and Part B

• Prescription Drugs

How Do I Get a Medicare Health
Insurance Plan?
There are two main ways to get the four parts of
Medicare coverage.
1. Original Medicare Part A and Part B with Part D optional.
2. Medicare Advantage Part C (includes Part A and Part B)
with Part D optional.
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ORIGINAL MEDICARE
INSURANCE PLAN

A
B
D

OPTIONAL
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•
•
•
•
•
•
•

•
•
•
•

• Prescription Drugs

Part B

Part D

Covers medically
necessary services
needed to diagnose
or treat a medical
condition. Preventive
services are care that
prevents illnesses or
can detect it at an early
stage for treatment.

When enrolling in a stand-alone prescription drug plan, it is
important to ensure that your plan covers all your medications
adequately. All prescription drug plans have a formulary that
lists the drugs it covers, which can be updated by the company

Medicare Part D:

Eligibility
and Enrollment

• Requires a monthly
premium.
• Usually deducted from
Social Security payments
See online calculator to
determine amount of payment:
https://www.
medicare.gov/
eligibilitypremiumcalc/

Provides individuals with • 65 years old
their choice of doctors,
• Been employed for
hospitals and other
10 years/40 QCs
providers that accept
(QC=one quarter of a year)
Medicare Insurance.
and paid Medicare taxes

Comments

Individual can
sign up and pay
premium.

Must pay.
See calculator.3

Free if individual
meets eligibility
requirements.
If individual does
not meet eligibility
for Part A they can
buy it.2

Costs

at any time. Each Medicare drug plan has its own list of
covered drugs (called a formulary). Many Medicare drug plans
place drugs into different “tiers” on their formularies. Drugs in
each tier have a different cost.

Costs are not covered in
Prescription drug
Must be enrolled in
Part A and Part B so must coverage is available to Part A and Part B.
sign up for stand-alone plan everyone with Medicare.
and pay a premium

Dental Care
Eye Examinations
Dentures
Cosmetic Surgery
Acupuncture
Hearing Aids
Routine Foot Care

• Does not cover amount
the individual specialist
(doctors and nurse
practitioners) charge to
consult with inpatients
• Does not include
private-duty nursing /
personal care items
• Does not include long
term care

• Hospital Costs
• Skilled Nursing
Facility Care
• Home Health
Services
• Nursing Home Care
• Hospice Care

Part A

Doctor’s Visits
Outpatient Care
Medical Supplies
Preventive Services

Not Covered

Coverage

Plan
Components

ORIGINAL MEDICARE INSURANCE PLAN

MEDICARE ADVANTAGE PLAN

C (A B
+

Medicare
Advantage
Plans offer
alternative
ways to get
Medicare
Part A and
Part B.
These are examples
of private health
insurance companies.
1. United Healthcare
2. Humana
3. Kaiser
4. Aetna
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+

D

)

OPTIONAL
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• Includes both Part A
and B above
• May offer additional
coverage like vision,
hearing and dental

• Prescription Drugs

Part D

Coverage

Part C

Plan
Components
Cannot enroll in plan
if individual
has End-Stage
Renal Disease.

Not Covered

Comments

Most Plans cover
prescription drugs.

• Must know what your
plan covers when you go
outside of Network
• Know if your plan is a
HMO or PPO
(see definitions below)
• Must be referred by
Primary Care Physician
to a Specialist.
Specialist must also be
in the plans Network.

MEDICARE ADVANTAGE PLAN

Covered by Private
Insurance Companies.

Must enroll through a
Private Health Insurance
Company that is
approved by and
contracts with Medicare.

Eligibility
and Enrollment

• Covered if bought
through Medicare
Advantage Prescription
Drug Plan

• Monthly premium is
required. Individuals
pay coinsurance
and copays for
covered services
• This plan has a
yearly limit on out of
pocket expenses for
medical care
• Each plan can have
a different limit, and
the limit can change
each year. You should
consider this when
choosing a plan.4

Costs

EXPLORE THE
FOLLOWING MEDICARE
ADVANTAGE OPTIONS
1. Health Maintenance Organizations (HMO)
Most HMO Plans require members to only go to doctors, other
health care providers and healthcare facilities that are on the
plan’s network. They may also require a referral from the primary
care doctor before seeing a specialist. Some plans will pay for
services out of their network; however, it is usually at a higher
out-of-pocket cost to the individual. In general, the only time that
it is not necessary to see a doctor or healthcare provider on the
plan’s list is when the following service are needed:
• Emergency care
• Out-of-area urgent care
• Out-of-area dialysis
If you want Medicare prescription drug coverage (Part D),
individuals must join an HMO Plan that offers prescription
drug coverage.

2. Preferred Provider Organizations (PPO)
Members pay less for doctors, hospitals, and other health care
providers that belong to the plan’s network, and more if they are
outside of the network. If Medicare drug coverage is needed,
it is important to join a PPO Plan that offers prescription drug
coverage.
Important: IF a PPO Plan that does not offer prescription
drug coverage is selected, the member cannot join a separate
Medicare Prescription Drug Plan (Part D).
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MEDICARE COSTS
AT A GLANCE5
Below is a table that shows the basic costs for individuals
with Medicare. A more detailed comparison of health plans
can be done online at: https://www.medicare.gov/find-a-plan/
questions/home.aspx. The online plan finder gives people the
option to complete a general or personalized plan search.
A personalized search may provide more accurate cost
estimates and coverage information.

Costs at a Glance
2017
Part A Premium

Most people do not pay a monthly premium.
If Part A is purchased, the cost can be up to $413
every month in 2017. If Medicare taxes were paid
for less than 30 quarters, the standard Part A
premium is $413. If you paid Medicare taxes for
30-39 quarters, the standard Part A premium
is $227.

Part A hospital

You pay:
• $1,316 deductible for each benefit period
• Days 1-60: $0 coinsurance for each
benefit period
• Days 61-90: $329 coinsurance per day
of each benefit period
• Days 91 and beyond: $658 coinsurance per
each “lifetime reserve day” after day 90 for each
benefit period (up to 60 days over your lifetime)
• Beyond lifetime reserve days: all costs

Part B Premium

The premium amount is $134 or higher; however,
most people who get Social Security benefits will
pay less.

inpatient deductible
and coinsurance

Part B deductible

and coinsurance

$183 deductible per year. After the deductible is
met, people typically pay 20% of the Medicare
approved amount for doctor services, outpatient
therapy, and medical equipment.

Part C Premium

The Part C monthly premium varies by plan.

Part D Premium

The Part D monthly premium varies by plan and
higher-income people may pay more.

Table adapted
from Medicare’s
published costs.
Available at:
https://www.medicare.
gov/your-medicarecosts/costs-at-aglance/costs-atglance.html
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What Costs Do Members Pay For?
Costs That Members Pay For6-8

Coinsurance
Example:
Gary’s plan includes
coinsurance. Gary sees
his doctor regularly for
allergy shots. He has
paid his plan’s deductible
and now his insurance
will cover 80% of the cost
to continue to see his
doctor for the remainder
of the benefit period.
Gary will pay 20%, which
is his coinsurance. If his
doctor visits cost $150,
his plan will pay $120 and
he will pay $30.

Copayment
(Copay)
Example:
Brenda’s plan includes
copays. When she visits
her doctor she pays a
fixed amount of $30 every
visit. If she is seen in the
Emergency Department,
she pays a fixed amount
of $250 every time.
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Medicare coverage is structured to where both the member and
health insurance company pay part of hospital and medical expenses. This is called cost-sharing and consists of premiums,
deductibles, coinsurance and copayments. Understanding
how these costs work helps individuals know when and how
much they have to pay for care.
Premium. A premium is a monthly fee paid to the health insurance company to keep health coverage fully active. Premium
payments have a due date plus a grace period. If the premium
is not fully paid by the end of the grace period, the health insurance company may suspend or cancel the coverage.
Deductible. A deductible is the amount that a member has to
pay for health care services before their health insurance will
start sharing in the cost. For example, if a deductible is $1,000
the member will pay all of their own health costs up to $1,000.
After $1,000 has been paid, the health insurance company will
begin contributing to the costs and the member will only be
responsible for a portion of costs through coinsurance or copayment. The health plan information booklet or card will indicate
the amount of coinsurance or a copay the individual must pay.
Coinsurance. Coinsurance is the member’s share of their
health care costs that is usually figured as a percentage of the
amount Medicare allows doctors and healthcare facilities to
charge for services. Coinsurance is paid after the plan’s deductible has been met.
Copayment (Copay). A copay is a fixed amount that individuals
pay for a health care service or prescription, usually at the time
that the service is received. The amount can vary depending on
type of service.

SUPPLEMENTAL HEALTH
INSURANCE (MEDIGAP)
Original Medicare does not cover all medical services and supplies. Individuals who elect to have Original Medicare coverage,
but find out that they need extra coverage to pay for out-of-pocket expenses, do not have to switch to a Medicare Advantage
plan. They can opt for a Medicare Supplement plan instead.
This supplemental coverage is called Medigap and although
each plan is different, most can help cover deductibles, coinsurance and copays.

Supplemental

Coverage

Additional
insurance
coverage for
Original
Medicare only

Pays for
some or all
costs not
covered by
Part A and B

Comments
Must be
purchased
from a
Private
Insurance
Company

Eligibility
and Enrollment
Only for
individuals on
Original Medicare

MEDICARE SUPPLEMENTAL
VS. MEDICARE
ADVANTAGE OPTION
Option 1

Option 2

Original Medicare
Part A and Part B

Medicare
Advantage

Add: Medicare Part D
• Covers prescription drugs
• Government program
• Offered by private companies
AND/OR
Add: Medicare Supplemental Insurance
Covers some or all of costs not covered
by Part A and B
• Private insurance
• Offered by private companies
• Often comes with additional benefits

• Combines Part A and
Part B
• Most plans cover
prescription drugs
• Government program
• Offered by private
companies
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SELECTING A PLAN9

DID YOU
KNOW?
Individuals who are
already receiving
monthly Social Security
or Railroad Retirement
Board (RRB) benefits
are automatically
enrolled in Part A and
Part B Medicare.

Individuals who are new to Medicare should research health
plan options and make a decision that best fits with their health
and financial needs. Some may opt for Original Medicare while
others may select a Medicare Advantage Plan. Depending
on specific medical needs, individuals may also choose supplemental insurance to pay for additional costs. As previously
mentioned, some individuals are automatically enrolled in Part A
and Part B while other people have to sign up for it. Individuals
who are over 65, but still employed or have coverage such as
veteran’s benefits, should check with their plan administrator to
see how that insurance works with Medicare. It is also important
to decide if prescription drug coverage needed. The information
below can be helpful in guiding the selection process.

PRESCRIPTION DRUG
COVERAGE GAP10-11
Many Medicare prescription drug plans have a coverage gap.
This gap is called a “donut hole” and means that the member
and plan have spent a certain amount of money on covered prescription drugs and there is a temporary limit on how much the
plan will contribute toward prescription drugs. Not everyone will
enter the coverage gap, such as people who have “Extra Help”
paying Part D costs. Extra Help is a Medicare program available
to people who meet certain income and resource limits. The following conditions automatically qualify a person for Extra Help:
• They have full Medicaid coverage;
• They get help paying Part B premiums from
the state Medicaid program; or
• They get Supplemental Security Income (SSI).
In 2017, once members and their plan have spent $3,700 on
covered drugs, the member enters the donut hole. This amount
typically changes every year. During the donut hole period, the
member may have to pay more toward their prescriptions until
they have met their new out-of-pocket limit. Each month that
prescriptions are filled, the plan will mail out a notice tracking
how much the member has spent and how close they are to the
coverage gap. Not everyone will enter the coverage gap.
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Initial Coverage Period
• There is a patient deductible
of $400.
• Patient pays 25% for prescription
drugs and the plan pays 75%.
• Until patient and plan have spent
$3,700.00 on covered drugs.

Donut
Hole Begins
Patient pays 51% of
generic drugs and
40% of brand-name
drugs.

Donut Hole Ends
Until out-of-pocket threshold is met.
Catastrophic
Coverage Period Begins
Patient pays 5% of cost OR
$3.30 for generic drugs and
$8.25 for brand-name drugs.
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There are various ways of meeting the out-of-pocket expenses
to get out of the coverage gap. First, any deductibles, coinsurance and copays paid by the member will be included. Also, any
discounts from the manufacturer will also be included. Lastly, all
payments for drugs during the coverage gap will also be added.
For example, during the 2017 coverage gap member will pay
no more than 40% of the plan’s cost for covered brand-name
prescription drugs. Although they pay no more than 40% of
the price for the brand-name drug, 90% of the price (what the
person paid plus the 50% manufacturer discount payment) will
count as out-of-pocket costs, which will help them, get out of the
coverage gap.
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Ms. Clark, the price of your brand-name
medication is $40.00 plus a $3.00 dispensing fee
for a total of $43.00. Let me see what you will pay
when I apply your prescription drug coverage.
I see that you have reached your Medicare
prescription drug coverage gap. So you will pay
40% of the total today, which will be $17.20.

I don’t feel that I will ever get
out of this coverage gap!

That is fantastic news!
I did not know that!

Well, the good news is that
the $17.20 that you pay today
plus the manufacturer’s discount
payment of $30.00 will both count
toward your out-of-pocket cost.
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WAYS TO
LOWER
DRUG
COSTS
• Ask the doctor if there
are generic drugs that will
work as well as brandname drugs.
• Ask your doctor about
less expensive brandname drugs.
• Consider using mail-order
pharmacies.
• Use the Medicare Plan
Finder to compare
Medicare drug plans
and find a plan with
lower costs.
• Find out if there is a
state program that
helps with the cost of
prescription drugs.
• Find out if the company
that makes the drug offers
assistance with paying
for it.
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The coverage for generic drugs works differently from the discount for brand-name drugs. During the donut hole the members will pay 51% of the price for generic drugs, which is the
only the amount that counts toward getting out of the coverage
gap. What they pay for generic drugs during the coverage gap
will decrease each year until it reaches 25% in 2020. Once the
member has spent the out-of-pocket amount, they are out of the
coverage gap. At that time, catastrophic coverage begins automatically. This ensures that the member only pays a minimal
coinsurance or copay amount for covered drugs for the rest of
the year.

Mr. Edwards, your medication is considered a
generic drug. The price of this generic drug is
$20.00 and the dispensing fee will be $2.00 for a
total of $22.00. Let me see what you will pay when
I apply your prescription drug coverage.
It looks like you have reached your Medicare
prescription drug coverage gap. So you will pay
51% of the total today, which will be $11.22.

Oh no, I did not
realize that I was
in the prescription
drug coverage gap.
At least the $11.22 that you pay
today will count toward your outof-pocket cost that will move
you out of the coverage gap.

WHEN CAN ONE ENROLL?
The first time that individuals can enroll in the Medicare program
is called the Initial Enrollment Period and lasts for a 7-month
period of time.
• The 7-month enrollment period typically begins three
months before the month that a person turns 65, includes
the month that they turn 65 and ends three months after the
month that they turn 65.
• Signing up during the Initial Enrollment Period is free.
• Once the Initial Enrollment Period ends, there may be
another chance to sign up for Medicare for free. This is
called the Special Enrollment Period (SEP), which usually
does not require individuals who qualify for premium-free
Part A to pay a late enrollment penalty.
• Furthermore, if the application is filed more than 6 months
after turning age 65, Part A covered services that were
received through that 6-month period can be submitted
to Medicare.
• People do not need to sign up for Medicare each year,
however, they will get an opportunity to review their
coverage and change plans every year.
Medicare encourages eligible people to enroll in Part A
during their Initial Enrollment Period whether they are retired or are still employed and have employer-based health
insurance coverage. This is because most people have
paid Medicare taxes for all of the years that they worked, so
they can obtain Part A coverage for free, without paying a
monthly premium.
Individuals who already receive monthly Social Security or RRB
benefits at least 4 months prior to turning age 65 do not need to
file a separate application to become entitled to premium-free
Part A. In this case, the individual will get Part A automatically at
age 65.
Eligibility for Part B depends on whether an individual is eligible
for premium-free Part A or whether they will have to pay a premium. Individuals who are eligible for premium-free Part A are
eligible to enroll in Part B at the time that they apply for Part A.
In some cases individuals may choose to delay Part B depending on the type of other health coverage they may have.
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HOW TO ENROLL12
MEDICARE CALCULATOR: Medicare offers a free eligibility calculator to help people get an estimate of when they are
eligible for Medicare. The calculator is located online and can be
accessed at the following link:
https://www.medicare.gov/eligibilitypremiumcalc/.
The calculator requires individuals to enter some personal
information, however, privacy is important to Medicare so the
calculator does not store any information that is entered.4
For additional inquiries or information, Medicare can be contacted email, phone, standard mail and in person at a local Social
Security Office.

By Email
Go to the following link:
https://faq.ssa.gov/ics/support/
ticketnewwizard.asp?style=classic

By Phone
You can call us toll-free
at 1-800-772-1213
(TTY 1-800-325-0778)

By Mail
Social Security Administration
Office of Public Inquiries
1100 West High Rise
6401 Security Blvd.
Baltimore, MD 21235

In Person
Find a local office at the following link:
https://secure.ssa.gov/ICON/main.jsp
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SAMPLE MEDICARE
CALCULATOR QUESTIONS
1. Have you worked at least 10 years for which you
paid Medicare taxes?
2. Do you live in the US or
one of its territories?
3. Do you get health benefits through your or your
spouse’s current employer?
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FREQUENTLY ASKED
QUESTIONS
What if I’m still employed and have employer
health coverage?
Individuals over the age of 65 who are covered under a group
health plan based on current employment have a special enrollment period to sign up for Part A and/or Part B anytime as
long as:
• They or their spouse are working.
• They are disabled and cannot work, but their family member
caregiver is working.
• They are covered by a group health plan through their employer or union based on that work.
These same individuals have an 8-month special
enrollment period to sign up for Part A and Part B
beginning one month after employment ends or the
group health insurance expires (whichever occurs first).

I have a retiree
health plan. When my
coverage ends, will I
qualify for the Special
Enrollment Period?
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No. COBRA and
retiree health
plans are not
considered
coverage based
on current
employment.
Therefore,
the Special
Enrollment Period
does not apply.

What if I Missed My Enrollment Period?
If an individual is not eligible for premium-free Part A, and they
do not purchase it during the Initial Enrollment Period, their
monthly premium could increase by 10%. That higher premium
will have to be paid for twice the number of years that the individual could have had Part A, but did not enroll.
If an individual does not sign up for Part B when they are first
eligible, they will be required to pay a late enrollment penalty
for as long as they have Part B coverage. The
premium could increase by 10% for every full
12-month period that the person could have
My initial enrollment
had Part B, but did not sign up for it.

Your Part A premium
penalty is 10% and you
will have to pay that
penalty for four years.
You Part B premium
penalty is 20% because
you waited two
12 month periods to
enroll. Unfortunately,
now you will have to
pay this penalty for as
long as you have
Part B.

period for Medicare
ended in September
30, 2013. I waited until
the general enrollment
period in March 2016
to enroll in Part A and
Part B, and found out
that I am not eligible for
premium-free Part
A coverage.
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I have both Medicare and Medicaid.
How does my coverage work?
Medicaid is a joint federal and state program that helps with
medical costs for qualified people with limited income and resources. Medicaid also offers benefits not normally covered by
Medicare, like nursing home care and personal care services.
Some people are eligible for both Medicare and Medicaid.
These individuals are considered “dual eligible”. Those that
have Medicare and full Medicaid coverage more than likely have
all of their health care costs covered.
Dual eligible can get their Medicare through Original Medicare
or a Medicare Advantage Plan. They will get their Part D prescription drugs through Medicare and automatically qualify for
the Extra Help program. Medicaid does not pay first for services
that are covered by Medicare. It only pays after Medicare and
any other health insurances plan (employer group health plan,
Medigap) has paid their portion.

I haven’t worked long enough to qualify
for Medicare. What are my options?
Under normal circumstances, to qualify
for premium-free Part A an individual
must earn approximately 40 Quarters of
Coverage (QCs) by paying Social Security and Medicare payroll taxes while
working. This is equal to10 years of
employment.
So strictly speaking, everyone over the
age of 65 qualifies for Medicare and
the employment history is only relevant
to whether or not the coverage will
be premium-free or cost each month.
If someone does not have enough
working credits they may qualify for
premium-free Part A coverage based
on the work history of their spouse
(provided that the spouse is at least 62).
Some people may qualify on the work
history of a spouse who is diseased or divorced. Following the
overthrow of the Defense of Marriage Act, people in a same-sex
marriage can also qualify on their spouse’s work record.
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