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This Medicare Counselor Training program was developed under a grant from 
UnitedHealthcare through a joint project with the National Association of Area Agencies on 
Aging (n4a). However, nothing in these educational materials shall imply an n4a 
endorsement of any kind regarding UnitedHealthcare or its products and services or those 
of any Medicare Advantage, Medicare Prescription Drug or Medicare Supplement 
insurance plan. As a matter of practice, n4a does not endorse any insurance products or 
services.
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At the end of this presentation, you'll:

1. Define Medicare eligibility
2. Understand Medicare enrollment
3. Understand the differences between Medicare coverage options; Part A, B, C, D and 
Medicare Supplement
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Today, we’re going to talk about the basics of Medicare.

Medicare helps nearly 50 million Americans1 get health care, but there are some important 
things an individual should know before signing up. We have tried to simplify the 
information as much as possible and we hope you’ll walk away with a better understanding 
of what Medicare is and how it works.

Here are the questions we’ll answer today. First, we’ll go over who is eligible for Medicare. 
Next, we’ll talk about all the different Medicare coverage options. Then, I’ll explain the 
different enrollment periods, so you can understand when an individual can enroll. Last, we 
will describe how an individual can save money and where to find more information.

1http://www.whitehouse.gov/sites/default/files/docs/the_aca_helps_seniors.pdf
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So, let’s talk a little bit about eligibility.
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An individual is eligible to join Original Medicare (Parts A and B) if:
They are 65 years old OR are under 65 and qualify on the basis of disability or some other 
special situation
AND
They must have been a U.S. citizen or a legal resident who has lived in the U.S. for at least 
five consecutive years. If they (or a spouse) have contributed payroll taxes to Medicare their 
working life, they are eligible for Medicare when they reach age 65 — regardless of their 
income or health status.

Some things to know about the “age 65” rule:
Even if an individual is already collecting Social Security, they must wait until they’re 65 to 
enroll in Medicare. An individual must be 65 — their spouse’s age doesn’t count.

Even if an individual is not collecting Social Security yet, they are eligible at age 65 to join 
Medicare Parts A and B.
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If an individual is eligible based on age, they will receive a letter with their Medicare card 
from the federal government. 

• If someone wishes to deny Medicare they should follow the instructions on the back of 
the Medicare ID card. 
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Now that you know whether an individual is eligible to sign up, let’s discuss their different 
coverage options.
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Medicare has four parts that provide coverage for different health-related services: Part A, 
Part B, Part C and Part D.

There’s also something called standardized Medicare supplement insurance plans.

We’ll describe each one in more detail, which may help the individual choose the option 
that is a good fit for their health care coverage needs and budget.
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When an individual becomes eligible, they may enroll in Original Medicare.

Original Medicare is provided by the federal government and consists of Parts A and B.

Let’s break down what each part covers.
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Part A is sometimes called “hospital insurance” because it covers most inpatient services, 
including:
• Inpatient hospital care
• Inpatient mental health care
• Skilled nursing services
• Hospice care
• And some blood transfusions
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Part A Costs:
• Most people don’t pay a monthly premium
• Someone only pays their deductible for a hospital stay of less than 60 days, which is the 
first $1,216 in 2014

Enrollment:
• Enrollment is easy. Someone can’t be turned down because of their medical history or a 
pre-existing condition

Coverage:
• Long hospitalizations can be expensive and stays longer than 60 days require a daily co-
payment
• Multiple stays may mean multiple deductibles
• Someone can go to any qualified hospital in the U.S. that accepts new Medicare patients
• Hospital care outside the U.S. isn’t usually covered
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Part B covers doctor and outpatient visits. This includes:
• Physician services
• Outpatient hospital services
• Ambulance
• Outpatient mental health
• Laboratory services
• Durable medical equipment (wheelchairs, oxygen, etc.)
• Outpatient physical, occupational and speech-language therapy
• And some preventive care

True or False: Medicare Part A covers costs when you’re hospitalized, and Part B covers 
doctor visits and tests.

The correct answer is true. Here’s why: Medicare Part A covers you when you need to 
go to the hospital. It also covers things like skilled nursing care after you’ve been 
hospitalized and other types of skilled care, including hospice care. Part B helps pay for 
doctor visits, laboratory tests and some diagnostic screenings. 
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Costs:
• There is no maximum out-of-pocket
• For co-insurance, in general, someone pays 20% of the Medicare-approved cost
• Part B has a monthly premium that is determined by an individual’s income. Most people 
have it deducted from their Social Security check
• If someone waits to join until after the initial enrollment period, he or she may have to pay 
a higher premium

Enrollment:
• Enrollment is easy. An individual's medical history or pre-existing condition doesn’t matter

Coverage:
• Part B works the same way throughout the U.S. You can get care wherever you are. 
Generally, care outside the U.S. is not covered
• An individual can receive care from any participating physician who accepts new 
Medicare patients
• Some preventive health care is provided
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Medicare Parts A and B don’t cover all of someone’s health care costs. Individuals are still 
responsible for any deductibles, co-insurance, premiums, excess charges and prescription 
drug coverage. Additional benefits, such as hearing and dental coverage, may not be 
covered under Original Medicare.

True or False: Original Medicare (Parts A and B) is premium free. Medicare Advantage 
(Part C) and Part D prescription drug plans are optional — you need to buy them.

The correct answer is false. Here’s why: In most cases, you don’t pay a Medicare Part A 
premium. However, there is a Medicare Part B premium based on your income. The 
Medicare Part B premium is deducted from your Social Security check, if you receive one. If 
you want to enroll in a Medicare Advantage (Part C) plan or Medicare Part D prescription 
drug plan you must purchase them separately.  
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Now let’s talk about Part C, which is also known as a Medicare Advantage plan.
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Medicare Part C plans are single plans offered by private insurance companies that 
combine coverage for Original Medicare (Parts A and B) and sometimes prescription drug 
coverage (Part D).

Part C covers:
Part A: Covers equivalent Medicare Part A approved services, except hospice care:
• Hospital stays, skilled nursing and home health

Part B: Covers equivalent Medicare Part B approved services:
• Doctor’s visits, outpatient care, screenings, shots and lab tests

Part D: Prescription drug coverage is included in many Part C plans, but not all of them

+ Additional benefits
• May include routine vision care, hearing, wellness services and nurse phone line support
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To be eligible for Part C, someone must:
• Be enrolled in Medicare Parts A and B
• Live in the plan service area
• Not have end-stage renal disease (ESRD)

Eligibility for enrollment is not affected by someone’s health or financial status. 

There are special rules for end-stage renal disease (ESRD). People with ESRD may be 
able to join a Medicare Special Needs Plan (SNP) if one is available in their area.
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Costs:
• Plan terms, premiums, covered services, co-pays, deductibles and other out-of-pocket 
limits can change from year to year
• An individual must continue to pay his or her Part B monthly premium

Coverage:
• Convenience of one single plan
• Many plans include prescription drug coverage (Part D)
• In most plans, an individual receives coverage in a service area — unless it’s an 
emergency
• For some plans, an individual is required to see doctors and hospitals that are included in 
the plan’s network
• Many plans offer additional benefits not covered by Medicare (for example, dental, vision, 
hearing, fitness memberships and preventive care)
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There are different types of Part C plans:

Coordinated care plans
• Health Maintenance Organization (HMO) plans
• Preferred Provider Organization (PPO) plans
• Special Needs Plans (SNP)
• Health Maintenance Organization Point of Service (HMOPOS) plans

Other plans
• Private Fee-For-Service (PFFS) plans
• Medical Savings Account (MSA) plans

What’s an HMO?
• Health Maintenance Organization
• Plan with a network of physicians, hospitals and other health care professionals
• Generally, someone must get routine care from an approved network of doctors and hospitals
• Many plans include prescription drug coverage and additional benefits

What is a PPO?
• Preferred Partner Organization
• Hospital costs, doctor and outpatient care in one plan
• Many plans include prescription drug coverage and additional benefits

What is an SNP?
• Special Needs Plan
• Designed for people with special or complex health care needs
• Residents of nursing homes
• People eligible for both Medicare and Medicaid
• People with certain chronic diseases such as diabetes or heart disease
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Other plans include:

What is a PFFS?
• Private Fee-For-Service
• Offered by private insurance companies
• Many plans may offer prescription drug coverage

Keep in mind:
• Doctors and hospitals must accept the payment terms and conditions of the private insurance company
• Payment comes from the Private Fee-For-Service plan, not Medicare
• Important for someone to make sure his or her doctor or hospital will accept payment from the specific plan each time 
before receiving services
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Now let’s discuss Part D prescription drug plans.
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Part D plans help an individual with the cost of prescription drugs. An individual can only 
receive Part D coverage through a private insurance company. We suggest that an 
individual shops around and finds a Part D plan that covers the medications he or she is 
currently taking.

Note that an individual must also continue to pay their Medicare Part B premium with a 
prescription drug plan.

True or False: Original Medicare (Parts A and B) automatically includes prescription drug 
coverage (Medicare Part D).

The correct answer is false. Here’s why: Parts A and B are federal health insurance 
programs and are often used together to cover hospital and outpatient care. They’re both 
part of Original Medicare. Medicare Part D prescription drug coverage is offered by private 
insurance companies and must be purchased separately. It can be paired with Original 
Medicare or with certain Medicare Advantage (Part C) plans. Most Medicare Advantage 
plans come with prescription drug coverage already built into the plan.
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Things to keep in mind:
How much does it cost? An individual will want to look at the premiums, co-payments and 
co-insurance associated with the medications he or she takes, whether there’s any 
additional coverage as part of that Part D plan, and he or she will also want to look at 
current medications to ensure they are on the list of covered drugs for that Part D plan.

Unless an individual qualifies for an exception, there will be a penalty if he or she doesn’t 
enroll before the initial enrollment deadline. 
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• Many drug plans have a tiered formulary. That means the plan divides drugs into groups 
called “tiers.” Generally, the lower the tier, the lower the co-pay.
• Plans build their formularies by selecting drugs from these groups (see: left side of 
graphic)
• Many plans use tiered formularies to group covered drugs according to cost (see: right 
side of graphic)
• Medicare provides guidelines about the types of drugs that need to be covered, but not 
the specific drugs
• Each plan has its own formulary, so be sure to review each plan’s drug list since an 
insurance company may have multiple formularies for different plans
• Medicare has excluded some types of drugs, but some plans may include them as part of 
an enhanced formulary
• Medications not on a plan’s formulary may not be covered or may cost more

Note: Not all plans have 5 tiers.
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Let’s talk about drug coverage stages and how they work.

If a plan has a deductible, people pay the total cost of drugs until they reach the deductible 
amount set by their plan. Some plans may have a deductible for only specific drug tiers. If a 
plan has this type of deductible, people pay the total cost of their drugs on those tiers until 
they reach the deductible. Then they move to the initial coverage stage. If they don't have a 
deductible, their coverage begins in the initial coverage stage. 

Once the initial drug coverage stage begins, he or she pays a flat fee (co-pay) or a 
percentage of the drug’s total cost (co-insurance) for each prescription that is filled. The 
plan pays the rest until the total drug costs reach $2,960 in 2015.

If the total drug costs go beyond $2,960, an individual reaches what’s called the “drug 
coverage gap stage. This is also to referred to as the “donut hole.” During this stage in 
2015, an individual pays 45% of the total cost for brand-name drugs and 65% of the total 
cost for generic drugs. The dollar amounts in that coverage gap can change from year to 
year. If an individual’s total out-of-pocket costs in 2015 reach $4,700, then he or she moves 
to the catastrophic drug coverage stage.

In this stage, an individual pays only a co-pay or co-insurance amount for each filled 
prescription. The plan and Medicare pay the rest until the end of the calendar year.
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Enrico, age 66, has several chronic conditions. Without coverage he spends more than 
$950 a month on drugs. He has Original Medicare (Medicare Part A and Part B), plus a 
stand-alone Medicare Part D drug plan with a $330 annual premium. Because his drug 
costs are high, he reaches Stage 3 – catastrophic coverage.
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Now let’s talk about standardized Medicare supplement insurance plans.
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• Medicare supplement insurance plans are also referred to as a “Medigap” policy
• They are offered by private insurance companies to help cover some of what Medicare 
Parts A and B don’t pay, meaning they cover co-insurance, co-payments and deductibles 
not covered by Original Medicare
• Plans (not to be confused with “Parts”) are named A, B, C, D, F, G, K, L, M, N, and a high-
deductible plan, F
• Benefits vary by plan
• Generally, the more comprehensive the coverage, the higher your premium will be

Note: Plans are different in Massachusetts, Minnesota, and Wisconsin.
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• Generally, an individual must be enrolled in Medicare Parts A and B at the time his or her 
Medicare supplement insurance coverage will begin
• Must be a resident of the state in which he or she is applying for coverage
• Must be age 65 or older (or under age 65 with certain disabilities in some states)
• People of any age with End-Stage Renal Disease also known as ESRD

True or False: Original Medicare (Parts A and B), Medicare Advantage (Part C) plans and 
Medicare Part D prescription drug plans offer the same coverage nationwide. Medicare 
supplement insurance (Medigap) plans vary by state. 

The correct answer is false. Here’s why: Original Medicare is a federal health insurance 
program and provides the same coverage no matter where you live.
Medicare Advantage, Medicare Part D and Medicare supplement insurance plans are 
issued through private insurance companies. Different plans will be available in each state. 
However, Medicare supplement insurance plans and benefits are standardized by federal 
law. Every insurer’s Medicare supplement insurance Plan A, for example, is identical to 
every other insurer’s Plan A. Massachusetts, Minnesota and Wisconsin (known as the 
“waiver” states) are exceptions. These states each have their own standardized plans.
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Costs:
• Helps with some of the out-of-pocket costs not paid by Medicare
• Premiums vary based on the plan and insurance carrier. In some states and plans, 
premiums rise as an individual’s age increases.

Enrollment:
• Everyone is guaranteed the right to buy a Medicare supplement insurance plan during the 
Open Enrollment Period
• In some states and plans, enrollment after the Open Enrollment Period can be denied 
based on health
• This period begins the first day of the month that an individual is enrolled in Medicare Part 
B. In most states it lasts for six months

Coverage:
• No network restrictions and virtually no referrals required
• Coverage may go with an individual during a move or travel anywhere in the U.S.
• With some plans, an individual has a foreign travel benefit for emergency medical services
• Coverage is guaranteed to continue as long as an individual pays his or her premium on 
time and has not made material misrepresentation on the application for insurance
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Costs:
• Helps with some of the out-of-pocket costs not paid by Medicare
• Premiums vary based on the plan and insurance carrier. In some states and plans, premiums rise 
as an individual’s age increases.

Enrollment:
• Everyone is guaranteed the right to buy a Medicare supplement insurance plan during the Open 
Enrollment Period
• In some states and plans, enrollment after the Open Enrollment Period can be denied based on 
health
• This period begins the first day of the month that an individual is enrolled in Medicare Part B. In 
most states it lasts for six months

Coverage:
• No network restrictions and virtually no referrals required
• Coverage may go with someone during a move or travel anywhere in the U.S.
• With some plans, someone has a foreign travel benefit for emergency medical services
• Coverage is guaranteed to continue as long as someone pays his or her premium on time and has 
not made material misrepresentation on the application for insurance

True or False: Where you live doesn’t matter. All Medicare choices are offered by the federal 
government, so coverage is the same nationwide.

The correct answer is false. Here’s why: Original Medicare (Parts A and B) is a federal health care 
program and does offer the same coverage nationwide. But Medicare Advantage (Part C) plans and 
Medicare Part D prescription drug plans, are offered through private insurance companies, so 
different plans will be available in different areas. Medicare supplement insurance (Medigap) plans 
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are also offered through private insurance companies. Not all plans are available in all states. Also, 
Minnesota, Massachusetts and Wisconsin (“waiver” states) have their own standardized plans that are 
different from the rest of the U.S.
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True or False: Medicare supplement insurance (Medigap) plans help pay for some of the 
things Original Medicare (Parts A and B) does not cover, 
such as out-of-pocket costs like deductibles and co-pays. 

The correct answer is true. Here’s why: Original Medicare helps pay for hospitalization, 
skilled nursing and outpatient care, but it doesn’t pay for everything. Medicare supplement 
insurance plans can help fill in the gaps. They’re offered by private insurance companies, 
so plans vary by state and you may have many choices. Be sure to check what’s available 
in your area.
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Now let’s talk about when an individual can enroll. We’ll go through each of the Medicare 
parts separately.
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When can an individual first enroll in Part A?
The three months before an individual’s 65th birthday, the month of, and the three months after, or 
when an individual otherwise becomes eligible for Medicare. Enrollment will be automatic if an 
individual is already receiving Social Security benefits; otherwise, he or she will have to enroll at your 
local Social Security office.

If an individual is on disability, he or she also becomes eligible after the 24th month of receiving 
Social Security Disability. Someone’s IEP is the three months before and the three months after they 
25th month of Disability.

What if an individual doesn’t enroll during this time?
Generally, there are no penalties for signing up after the initial enrollment period for Part A. An 
individual may pay a penalty on his or her premium for signing up after the initial enrollment period if 
he or she is one of the people who pays a monthly premium for Part A because of insufficient 
contributions to Social Security.

If an individual enrolls in Part B after the initial enrollment period, premiums will be higher by 10% for 
each full 12-month period, unless he or she qualifies for an exception. Contact Medicare to learn 
more about these exceptions.

True or False: You can enroll in Medicare without penalty anytime after you turn 65.

The correct answer is false. Here’s why: For most people, you’re eligible to first enroll in Medicare 
during your Initial Enrollment Period (IEP), three months before your 65th birthday month*, during 
your birthday month, and three months after your birthday month. If you miss your IEP, there are still 
opportunities to enroll, but you may pay higher premiums or have fewer plan choices unless you 
qualify for an exception.
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*If your birthday is on the first day of the month, your Part B coverage will start the first day of the prior 
month. If this is true for you, use the month before you turn 65 as your birthday month.
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Susan waited to sign up for Part B three full years after she was eligible. She’ll pay a 10% 
penalty for each full 12-month period she waited. The penalty is added to the Part B 
monthly premium, which is $104.90 in 2014.
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When can an individual first enroll in Parts C or D?
There is a seven-month window. Generally, for most, an individual can first enroll three 
months before his or her 65th birthday month, during the birthday month and up to three 
months after.

What if an individual is late?
If an individual misses the enrollment window, he or she must wait to join a plan until the 
Open Enrollment Period (between October 15 and December 7), unless he or she qualifies 
for an exception, such as a special enrollment period.
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• An individual can enroll in Parts A and B, but they may choose to delay enrollment in Part 
B since there is a monthly premium cost
• Recommend they contact their benefit administrator to find out the options and how their 
coverage works with Medicare
• When an individual retires, they become eligible for a Special Enrollment Period (SEP) 
and can sign up for Part B without penalty — this Part B SEP will run for 8 months and 
begins the month after their employment ends
• If an individual enrolls in Part B after the 8-month SEP, they may have to pay a late 
enrollment penalty and they’ll have to wait until the next General Enrollment Period (GEP) 
to enroll
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When can an individual first enroll in a Medicare supplement insurance plan?
The Medicare Supplement Insurance Open Enrollment Period begins the first day of the 
month that an individual turns 65 and is enrolled in Medicare Part B. In most states, this 
period lasts for six months. Some states allow ongoing open enrollment and some states 
require that coverage be offered to people who are under the age of 65 and eligible for 
Medicare due to a disability or end-stage renal disease.

An individual can drop a policy and apply for another whenever they like, but they could be 
charged a higher premium or refused entirely.

What if an individual is late?
If an individual misses the window, they can apply later at any time, but they may be 
charged a higher rate or be rejected if they have a health history that makes them appear to 
be at a higher risk.
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Some things an individual should think about as they compare their options are:

Health status

• Has their health changed?

Finance

• Has their financial situation changed?

Location

• Have they moved? (Could qualify for SEP) 

• Will they be away from their hometown for a significant period of time in the next year?

• How frequently do they travel and where?

Coverage needs

• Are their doctors and hospital in-network? 

• Are their prescriptions covered?

• Could they benefit from coverage for things like a gym membership, routine dental care, hearing 
aids, etc.? 

The individual should review their situation and find the right insurance option based on their 
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situation.
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Earlier we went over the Part D coverage gap. If an individual and their plan spends more 
than $2,850 in prescription drug costs, they will enter the “donut hole.” Once they are in the 
donut hole, they will pay most of the costs of your prescription drugs. If they reach this 
stage, they may be able to save money by talking with their doctor to see if the medication 
they take has a generic or lower tiered drug option.

• It's important for an individual to utilize the preventive services that may be included in 
their coverage to save money in the long term.

• An individual should be sure to stay in their plan’s network of doctors and pharmacies to 
help them save money.

• There may be additional benefits available through an individual’s plan, such as 
wellness programs.

• When it comes to prescription drug savings, consumers should remember to use 
pharmacies that are in their plan’s network. Some Part D plans have what’s called a 
preferred pharmacy network where consumers can access drugs for even lower costs. 

• Consumers might also have an option to use a mail-order pharmacy, which can save 
money.

• Sometimes the price of the same medications one receives at the brick-and-mortar 
pharmacies is less when delivered by mail.
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