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Navigating Medicare

Medicare is a health insurance program run by the federal government to provide coverage to individuals age 65
and older. It also provides coverage to some individuals who are under the age of 65 with certain disabilities or
underlying conditions. Most individuals must sign up for Medicare upon reaching the age of 65 or risk a penalty for
failing to enroll age at 65. The penalty is 10% of the monthly premium you would have experienced during the
period for which you were first eligible to receive coverage. Note that individuals who have coverage through a
qualifying employer may defer signing up for Medicare beyond age 65 and elect this coverage during a special
enrollment period upon retirement.

There are several Parts to Medicare that offer coverage for hospitalization, doctor’s visits and drugs, and these are
outlined as follows:

Part A provides hospitalization coverage at hospitals and skilled nursing facilities. It also provides coverage
for hospice care as well as some home health care. Provided you have paid Medicare payroll taxes for at least
40 quarters, the premium for Part A is free. In 2021, there is a deductible for Part A of $1,484 along with
coinsurance for hospital stays of more than 60 days. This deductible will increase to $1,556 in 2022.

Part B provides medical insurance covering costs for doctor’s visits, outpatient care and home health care.
There is a deductible of $203 after which you’ll cover 20% of expenses. Note this coinsurance may be less if
you are enrolled in Medicare Advantage or if you have a supplemental medigap policy. In 2021, the base
premium for Medicare Part B is $148.50 per month and will increase to $170.10 per month in 2022. Those
individuals with modified adjusted gross income exceeding certain limits, based upon tax returns from two years
prior, will pay higher premiums. Those figures are $88,000 for single filers or married filing separately in 2021,
increasing to $91,000 in 2022. For married filing jointly, those amounts are $176,000 in 2021, increasing to
$182,000 in 2022.

Part C is known as Medicare Advantage. Unlike traditional Medicare which is administered by the federal
government, this coverage provides beneficiaries who elect Medicare Advantage with access to Part A and
Part B coverage through private insurers. In order to elect coverage with Medicare Advantage, individuals must
continue to pay their Part B monthly premiums. Today approximately 42% of those eligible for Medicare have
elected coverage through Medicare Advantage. It's become more attractive in recent years because it offers
lower premiums and additional benefits when compared to traditional Medicare. However, unlike original
Medicare when used with a medigap policy, Medicare Advantage has higher cost sharing such as copays for
hospital stays and coinsurance for drugs, so it often becomes more expensive it in the event of an extended
illness. In addition, this coverage restricts individuals to in-network physicians and hospitals, and as a result,
does not offer the same flexibility as traditional Medicare. Medicare’s open enrollment runs from October 15th
to December 7th and allows individuals who are enrolled in Medicare the opportunity to switch between original
Medicare and Medicare Advantage or to select a different plan within Medicare Advantage.

Part D provides an optional standalone prescription drug coverage for those with traditional Medicare coverage.
You can also obtain prescription drug coverage through a medigap plan that includes prescription coverage
(medigap policies are discussed below). The average premium for Part D is $33 per month in 2021. Like Part
B, if you are seeking prescription drug coverage, you will want to enroll in this coverage at age 65 to avoid
penalties which will increase your monthly premiums.




e Medigap policies provide supplemental coverage through private insurers to cover expenses that wouldn’t
otherwise be picked up by Medicare. These plans cover most of the coinsurance for Parts A and B, depending
upon which Medigap plan you have selected. There are currently 10 different Medigap plans sold through
private insurers. These plans all offer the same types of coverage, however, the premiums will differ among
the various insurers. When compared to Medicare Advantage Plans, Medigap plans have higher premiums,
but lower out of pocket costs.
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