
 

 

 



 

 

 

 

 
 

 

 



 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

Not exactly – the truth about Medicare is that while your contributions 

will help pay for some parts of Medicare, it is not entirely free.  You still 

need to pay premiums and share out-of-pocket costs.   

 

Leaving out Medicare costs from your personal budgeting or financial plan 

can be a big mistake as costs can add up.   

 

The Key Parts of Medicare 
There are five (5) parts of Medicare that you need to know when considering 

potential costs: 
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In summary, you can either stay in Original Medicare (Part A and B) and buy 

supplemental coverage or enroll in a Medicare Advantage (or ‘Part C’) plan 

that acts as a bundled private alternative to Original Medicare. 
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You will still have to pay for premiums and out-of-pocket expenses.  

Healthcare costs can add up. Not budgeting correctly for healthcare costs 

under Medicare can be a very costly mistake. 
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Here are the facts: 
• Medicare has fixed enrollment periods that dictate when you can enroll, 

change or disenroll from plans. 

• If you miss your Initial Enrollment Period, late enrollment penalties 

apply  

• Some late enrollment penalties are lifelong, meaning you pay them for as 

long as you have Medicare. 

 

 

 



 

 

 

If you’re turning 65 and thinking of deferring enrollment in some of all parts 

of Medicare – make sure you understand when your Initial Enrollment 

Period, so you don’t miss it.  

 

 

 

• 

• 

• 

 

 

Penalties exist to ensure that healthy individuals contribute to Medicare 

premiums when they are healthy so there is not a ‘free-rider’ problem where 

Medicare-eligible beneficiaries only sign up for Medicare when they are sick 

or require Medicare-covered services to skip paying any premiums.  

 



 

 

 

The most two most common penalties are the Part B and Part D penalties.  

 

• 

o 

• 

o 

o 

* There is no penalty specific to Part C (Medicare Advantage) – any penalties that apply for Part B or D 

will apply whether you’re in a Medicare Advantage plan or not. 

 

 



 

 

 

If you are receiving Social Security at least four (4) months before turning 65, 

you will typically be automatically enrolled in Medicare Part A and B.  If you 

are not automatically enrolled, you can enroll anytime during your IEP via the 

Social Security Administration:  ssa.gov/benefits/medicare  

If you miss your IEP, your next window to enroll is during the General 

Election Period, which happens every year between January and March, after 

the year you are first eligible.  Your coverage will begin the month after you 

apply. 

 

The only typical exception for late enrollment penalties if you have 

‘creditable’ medical and prescription coverage (see Mistake #3). 

 

 

It is critical to know when your initial enrollment period is if your turning 65 

to avoid potential penalties and coverage gaps.  Always reach out to a 

Medicare expert such as CoverRight if you are unsure whether you should 

enroll during your Initial Enrollment Period. 
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https://www.ssa.gov/benefits/medicare/


 

 

 

 

This can be big mistake – Medicare only allows you to defer 

enrollment if your medical and drug insurance is considered ‘creditable’.   

 

Not all health insurance is creditable which means you can be in be for a 

nasty shock when you finally sign up for Medicare. 
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• 
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• 
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If you are still working, you need to determine if you (or your spouse’s) 

employer coverage is ‘creditable’.   

 

• 

o 

• 

o 

o 
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Before deciding to defer enrollment in Medicare, make sure your current 

coverage is considered ‘creditable.’  

 

Overlooking this step can be a costly mistake down the road. Penalties will 

reach up to 10% extra for each year and can last for as long as you have 

Medicare (i.e., a lifetime). 
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You would be amazed at how many people simply rely on 

what a friend of family member has for coverage.  There is no one-size-fits-all 

plan. The follow-on implications can be significant. There can be issues such 

as which doctors or medications are covered, or you might end up paying 

significantly more than you should. 

 

Here are the four (4) most common mistakes when it comes to 

understanding coverage: 

 

1. Confusing Medicare Advantage and Medicare 

Supplement 

Both plans are sold by private insurance companies (and the same 

companies often sell both types of plans) so it’s easy to get confused.  

 

However, they are very different in how they provide health coverage, 

and, you cannot have both at the same time. 
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2. Not understanding doctor networks:  HMO vs. 

PPO  

Beneficiaries who sign up for Medicare Advantage plans often do so 

because they are attracted to the ‘$0 premiums and extra benefits (like 

dental, vision, hearing). 

 

While these are undoubtedly attractive qualities of Medicare 

Advantage plans, a critical point that is easily overlooked is that these 

plans may have specific rules around provider networks. 

 

 
 

Medicare Advantage plans are ‘managed care plans,’ meaning 

insurance companies negotiate discounts and rates with healthcare 

providers to form a ‘network’ that provides care for its members at 

reduced costs.   

 

Even plans provided by the same insurer can differ in what a 

doctors and hospitals are covered. 

 

 

  



 

 

 

The two (2) most common plans typed are HMO and PPO. 
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3. Prescription Drugs: Not Checking Coverage and 

Cost 

Most Medicare beneficiaries understand that they should sign up for a 

Part D prescription drug plan to lower costs.  However, we’ve 

encountered many Medicare-eligible beneficiaries who believe their 

drugs are covered ‘similarly’ by all drug plans.   

 

 
 

https://ascendmedicare.com/blog/medicare-advantage/hmo-plans/
https://ascendmedicare.com/blog/medicare-advantage/ppo-plans/
https://ascendmedicare.com/blog/medicare-advantage/hmo-vs-ppo/


 

 

 

Every Part D plan has a ‘formulary’ or list of drugs that are covered.  

While the development of formularies includes at least two drugs in 

the most commonly prescribed drug classes for the Medicare 

population, they might not have your specific drug.    

 

In general, each Part D drug plan: 

o May differ in their formularies 

o May price the same drug differently  

o May change their formularies during the year 
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4. Not Assessing Your Coverage Annually 

Unfortunately, Medicare is something you can ‘set and forget’.  Plans 

can change benefits each year – for instance, services can be added 

ore removed or more importantly doctor networks and drug 

formularies can change.   

 

Review your coverage every year to make sure you don’t miss out on 

critical changes – if your health situation has changed and you’re 

seeing new doctors or taking new drugs – shop around to see if you’re 

still in the best plan.   

 

We recommend all beneficiaries get advice from an expert and review their 

plans carefully each year for changes, especially if your health situation 

changes. It’s important to understand the scope of your coverage. 

 

 

 

 

   

https://ascendmedicare.com/blog/medicare-advantage/hmo-vs-ppo/


 

 

 

 

 

 

Sure, only if you’re comfortable with potentially 

getting denied coverage – Medicare Supplement plans are private 

gap insurance products that are not tied to the federal government.   

Therefore, insurers can deny you coverage, charge you more based on 

health and ask health questions before allowing you to buy a policy. 

 

In most states, there is only one opportunity to buy a Medicare Supplement 

plan without the risk of getting denied – this is called the Medicare 

Supplement Open Enrollment Period. 

 

 



 

 

 

Medicare Supplement plans are often considered ‘Cadillac’ plans because of 

the generous coverage they provide.  These plans work alongside Original 

Medicare: 

 

✓ You pay a monthly premium in the range of $90 - $300+ per month in 

addition to you Part B premium ($164.90 p/m in 2023 or higher, 

depending on income) 

✓ They are considered ‘Cadillac’ plans as you have little to no out-of-

pocket obligations when you use any services 

✓ You can also visit any doctor in the U.S. without referrals – unlike some 

Medicare Advantage plans 

 

 

 

The Medicare Supplement Open Enrollment period is also known as a 

‘guaranteed issue’ period and is the best time to purchase a Medicare 

Supplement policy if you are considering this type of plan.  During this 

period, insurance companies: 

 Must sell you a policy without medical or health questions 

 Cannot deny you coverage 

 Cannot charge you an additional premium for coverage because of 

your medical history 



 

 

 

 

 

 

 

Yes – but only in very special circumstances.   

 

There are very few events where you will receive another guaranteed issue 

right, such as if your Medicare Supplement company stops operating or 

providing coverage.  Another is if you dropped a Medicare Supplement policy 

to join a Medicare Advantage plan for the first time, and you want to switch 

back in the first 12 months (also known as ‘trial right’).  In addition, a few 

states have additional guaranteed issue windows beyond federal 

requirements. 

 

 

If you’re turning 65, make sure to properly weigh your options if you consider 

a Medicare Supplement plan at all. Your best opportunity to buy a Medicare 

Supplement plan is to enroll during your Medicare Supplement Open 

Enrollment Period. Missing this could be risky.    

https://www.medicare.gov/supplements-other-insurance/when-can-i-buy-medigap/guaranteed-issue-rights
https://www.kff.org/medicare/issue-brief/medigap-enrollment-and-consumer-protections-vary-across-states/
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Acting on these misconceptions can cause significant headaches and cancel 

your coverage. 

 

 



 

 

 

All Medicare Advantage beneficiaries must be actively enrolled in both Parts 

A and B to stay enrolled in a Medicare Advantage plan.  Disenrolling from 

Part A or B means you’re no longer eligible for your plan. 

 

If you made the mistake of canceling Part B, two things would automatically 

happen: 

 You will be disenrolled from your Medicare Advantage plan. 

 You cannot re-enroll into a Medicare Advantage plan until you have re-

enrolled in Part B. 

However, Medicare has fixed enrollment windows that dictate when you can 

enroll 

 If you disenroll from Part B, the first opportunity to re-enroll is the 

General Election Period (GEP) which occurs from January 1 to March 31  

 Coverage will only start on July 1 of that year, leaving you at significant 

risk of having a health insurance gap for an extended period. 

 

 

 



 

 

 

 

There are two reasons Medicare beneficiaries think they can do this: 

 They’ve found a PDP plan which offers better coverage or a PDP plan 

with better star rating than their current Medicare Advantage plan  

 They think a PDP can act as supplementary coverage to their current 

Medicare Advantage plan  

You cannot enroll in a separate standalone PDP if your Medicare Advantage 

plan already includes prescription drug coverage.  PDP plans are designed 

only for people who have chosen to receive their Medicare coverage under 

Original Medicare.   

 

If you enroll in Medicare Advantage, you must use the Part D prescription 

drug coverage that comes with your plan. 

 

 



 

 

 

If you enroll in PDP while enrolled in a Medicare Advantage plan: 

 You will be disenrolled automatically from your Medicare Advantage 

plan 

 Your coverage will return to Original Medicare 

 

You can’t supplement your Medicare Advantage coverage and you must pay 

your Part B premium.   It is critical to check any implications before making 

changes to your Medicare coverage. If you need clarifications, consult with a 

trusted advisor such as CoverRight.   



 

 

 

 

Medicare is not free.  Beneficiaries are expected to pay for costs related to 

Medicare, such as deductibles and 20% of all outpatient expenses. 

 

 
 

Not signing up could mean missing out on significant cost savings.  You may 

also be impacting your health by reducing required doctor visits or skipping 

prescription drug medications. 

 

Here are the three (3) Medicare-related programs for those with limited 

income and resources that you should check to see if you’re eligible. 

 



 

 

 

1. Medicaid 

Medicaid provides health coverage to millions of Americans, including 

eligible low-income adults, children, pregnant women, elderly adults, 

and people with disabilities:  

 

• It is a state-based program that is funded jointly by states and 

the federal government. 

• Eligibility requirements are broadly based on income, age, 

disability, pregnancy, household size, and the applicant’s 

household role. 

 

The Centers for Medicare & Medicaid Services (CMS) advises to 

complete a Medicaid application even if you’re not sure you qualify. To 

find out if you are eligible, you can apply through your state’s Medicaid 

website or HealthCare.gov. 

 

 
 

If you are eligible for Medicaid, depending on your level, you can get 

up to 100% subsidies for Medicare Part A and B premiums, deductibles 

and out-of-pocket costs as well as subsidies for Part D prescription 

drug coverage. 

 

  

https://www.healthcare.gov/
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2. Medicare Savings Programs  

Not eligible for Medicaid in your state? – there’s good news!  The 

Medicare Savings Program (MSP) is a Medicaid-administered program 

where your state will help pay your Medicare Part A (hospital 

insurance) and Medicare Part B (medical insurance) premiums if you 

are under Original Medicare. 

 

You do not need to have Medicaid to apply for MSPs and/or be 

Medicaid-eligible to qualify for an MSP.  

 

Depending on how your income and assets compare against the 

Federal Poverty Line (FPL) threshold, you may qualify under one of 

these three MSP programs. MSP programs pay for Part A and Part B 

https://aspe.hhs.gov/topics/poverty-economic-mobility/poverty-guidelines
https://aspe.hhs.gov/topics/poverty-economic-mobility/poverty-guidelines


 

 

 

premiums and Part B out-of-pocket costs.  Here is a summary 

breakdown of their benefits: 

 

Medicare Savings Programs (MSP) 

MSP Program 

Your Income 

(% of FPL) 

Pays for 

Part A 

Premiums 

Pays for 

Part B 

Premiums 

Pays for 

Part B 

Out-of-Pocket 

Qualified Medicare 

Beneficiary (QMB)    

Specified Low-Income 

Medicare Beneficiary 

(SLMB) 
    

Qualifying Income (QI) 
Note: If you are receiving Medicaid 

benefits, you will not be qualified for 

QI 
    

 

3. Medicare Extra Help (Part D Low-Income Subsidy) 

Medicare Extra Help, also known as Part D Low Income Subsidy (LIS), 

assists Medicare beneficiaries with low income and resources to pay 

for their prescription drugs.  According to the SSA, Medicare Extra 

Help’s beneficiaries receive an estimated annual savings of $5,000. 

 

Extra Help helps pay for prescription drug expenses, including 

premiums, deductibles, copayments, and co-insurance.  Members can 

receive full or partial subsidies. 
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Fortunately, if you are not automatically qualified based on one of the 

criteria above, you may still get Medicare Extra Help. That is if your 

income, including the salary of a living-in spouse, is less than 150% of 

the Federal Poverty Level (FPL). 

 



 

 

 

If you have limited resources and assets, always apply for the various 

support programs available to you. Over 30% of Medicare members eligible 

for Medicaid and Medicare Savings Program (MSP) are not enrolled – don’t be 

one of them!  Lastly, annual income and resource requirements can change 

yearly, so you will typically be assessed for eligibility annually.  



 

 

 

 

 

https://coverright.com/

