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Introduction


Kris Alderman
◦ Lewis Brisbois Bisgaard & Smith
 ERISA (Employer-sponsored benefit plans)
 Health care
 Hospital billing
 Employment
 Life Insurance

◦ Married to Maya Alderman
 City of Roswell, Workers’ Compensation
Coordinator

Cautionary Tale










Vietnam Veteran
Over 65 (Medicare-eligible)
Health insurance through work
Laid off (apparently based on age)
Employer agreed to pay a portion of COBRA premiums for six
months as part of his “severance”
Elected COBRA coverage and did not enroll in Medicare
Bypass surgery damaged his vocal cord, required two additional
surgeries to repair vocal cord
$55,000 in medical bills
Health insurance denied coverage based on plan provision that
says it will not pay for services covered by Medicare if the patient
is Medicare-eligible even if the patient is not enrolled in Medicare

Cautionary Tale:

This Can’t be Right, Can it?


Medicare Secondary Payer Act
◦ Employer cannot take into consideration the Medicare-eligibility of a person
entitled to Medicare based on age if the person is covered by virtue of
current, active employment
◦ Law does not prohibit employer from denying coverage on the basis of Medicare
eligibility if the patient is covered by COBRA or retiree coverage

Medicare does not allow a special enrollment period at the end of
COBRA coverage (only at the end of the entitlement to coverage
based on current employment
 Combat veteran from Vietnam who managed to continue getting
health insurance through his job rather than through Medicare
got left holding the bag for $55,000 worth of medical bills
 No problems if had not negotiated for COBRA coverage and had
simply enrolled in Medicare – he thought he was doing the
responsible thing


Cautionary Tale:

Don’t Get Beat by the System


Things eventually worked out
◦ Medical bills were paid
◦ New job with health benefits to bridge the gap to Medicare enrollment
◦ Phone call when he retired

The Medicare rules are complicated and not subject to common
sense
 Don’t be proud
 Don’t rely on advice from third parties
 Determine all of the rules and make sure your plan will work
before making any Medicare-related decisions


Brief Overview of Medicare


Eligibility
◦ Age (65 and older)
◦ Disability (24-month waiting period)
◦ End stage renal disease (3-month waiting period)



Benefits
◦
◦
◦
◦
◦



In-patient hospital
Skilled nursing facility / long-term care
Physician
Out-patient hospital / facility
Prescription drugs

Cost
◦ Requires payment of a monthly premium
◦ Deductibles and co-insurance usually apply

Types of Medicare Coverage:
The Letters and the Nicknames



Medicare Part A (In-patient Hospital and Skilled Nursing Facility benefits)
◦
◦
◦
◦



Automatic enrollment upon turning 65
Usually no premium
Deductible (out-of-pocket amount that must be paid before government pays)
20% coinsurance (i.e., Medicare pays 80% of the cost, you are responsible for 20%)

Medicare Part B (Physician services, outpatient hospital / facility benefits)
◦ Must choose to enroll
◦ Monthly premium
◦ 20% coinsurance



Medicare Part C (AKA “Medicare Advantage” or “Medicare + Choice”)
◦ Private insurer administers the Medicare benefits
◦ Plan usually incorporates benefits from Medicare Parts A, B, and D
◦ Plan usually includes cost-sharing features similar to Parts A, B, and D



Medicare Part D (Prescription drug coverage)
◦
◦
◦
◦



Must choose to enroll
Monthly premium
Deductible and donut hole
Copayment

Medicare Supplement / Medigap

◦ Pay monthly premium for coverage that will pay your cost sharing responsibilities under Parts
A, B, and D (coinsurance, donut-hole, etc.)

Inpatient vs. Outpatient
Inpatient services are covered by Part A, Outpatient services are
covered by Part B
 Get Part A and B, then don’t worry about the distinction
 Complicated rules


◦ Overnight hospital stay
◦ 24 hour hospital stay
◦ 2 midnight rule

Rarely matters to individuals, provided that you have Part A and
B, but very important to hospitals because it affects the amount
the hospital is paid by Medicare
 When you go to the hospital for inpatient services, you still need
Part B to pay for the doctors


Comparing Part A and B
Part A





Inpatient hospital
care
Skilled Nursing
Facility
Home Health
Hospice

Part B








Physician services
Outpatient
procedures
Lab tests
X-rays, CT scans, etc.
Ambulance
Physical therapy
DME

Medicare Part D










Prescription drug coverage
When you enroll in Part D, you must select a plan
Each plan covers different drugs and has different prices for the
drugs it covers
List of drugs is called the formulary
Formulary generally contains several tiers of drugs
The tier affects how much the drug will cost you
There are various websites that allow you to enter the
prescription drugs you use as well as the dosage to give you an
accurate
I recommend starting at Medicare.gov, but there are many
sources of help. Around your 65th birthday you will be inundated
with advertisements from these companies.

What Medicare Doesn’t Cover








Most dental care
Most vision (no coverage for prescription eye
exams)
Hearing aids and related exams
Dentures
Long term / custodial care (different than skilled
nursing)
Elective procedures
Cosmetic surgery

Medicare Part C: Medicare
Advantage
Distinguished from Original Medicare (Parts A and B, administered
by the government)
 In Part C, we have private insurers contracting with the
government to provide the same services covered by Part A and B
 Must cover everything covered by Original Medicare


◦ Exception – Hospice (but hospice is covered by Original Medicare even if you
enroll in a Medicare Advantage Plan

Usually includes a prescription drug plan
 Usually includes services that are not covered by Medicare (e.g.,
dental, vision, etc.)
 Often includes some benefits that take the place of a Medicare
supplemental plan (We’ll get to that, but first we need to talk
about costs)


Medicare Part A Costs
Usually no premium (work for 10 years and pay Medicare taxes)
 People who do not qualify may pay $426 per month for part A
 Hospital / Mental Health Inpatient Stays


◦ $1,216 deductible per Benefit Period
◦ Coinsurance







$0 for days 1 – 60
$304 per day for days 60 – 90
$608 per days for days 91+ (so long as you have lifetime reserve days)
All costs after lifetime reserve days are used

SNF (only after qualifying Inpatient stay – 3 days within 30 days)
◦ $0 for days 1-20
◦ $152 for days 21-100
◦ All costs for days 101+

Benefit Period






Deductibles are paid per benefit period, not per year
Separate benefit period for each type of stay (e.g., inpatient hospital, SNF)
Benefit period begins the day you are admitted
Continues until you have not received inpatient / SNF treatment for 60 days
Example 1: Inpatient Hospital Stay
◦
◦
◦
◦
◦



Admitted on January 1, 2014 and stay 50 days until February 19, 2014
Return for inpatient care on March 1, 2014 and stay for 50 days until April 19, 2014
Less than 60 days between February 19 and March 1
Single benefit period, so only pay $1,216 deductible once
100 days


$0 in coinsurance for days 1-60



$304 per day of coinsurance for days 61-100 ($12,160)

Example 2: Inpatient Hospital Stay
◦
◦
◦
◦
◦

Admitted on January 1, 2014 and stay 50 days until February 19, 2014
Return for inpatient care on May 1, 2014 and stay for 50 days until June 19, 2014
More than 60 days between February 19 and may 1
Two benefit period, so pay two deductibles totaling $2,432
No coinsurance because two benefit periods, each with less than 60 inpatient days

Lifetime Reserve Days






Generally, Medicare will only cover 90 inpatient days during a single benefit period
However, lifetime reserve days are an exception
During your lifetime, you may use 60 “lifetime reserve days”
When you use a lifetime reserve day, Medcaire pays all costs except $608 per day
coinsurance
When you run out of lifetime reserve days, you become responsible for all additional
days in that benefit period, as well as all days exceeding 90 day in future benefit
period

Medicare Part B Costs
Monthly premium varies depending on income (from 2 years ago)
 Usually deducted from social security check


Individual Joint Tax
Tax Return Return

Married
Filing
Separate

Monthly
Premium

< $85,000

<$170,000

<$85,000

$104.90

$85,00 $107,000

$170,000 $214,000

N/A

$146.90

$107,000 $160,000

$214,000 $320,000

N/A

$209.80

$160,000 –
$214,000

$320,000 $428,000

$85,000 $129,000

$272.70

> $214,000

> $428,000

$129,000

$335.70

Medicare Part B Costs
◦ Deductible
 $147 annual deductible for Part B (finally, something
simple!)

◦ Coinsurance
 Generally, 20% of the Medicare Allowable Amount (i.e.,
Medicare pays 80%, you pay 20%)
 Slight oversimplification, but true for most services
 Some services have copays instead
 Preventative services are generally cost-free

Medicare Allowable Amount
Nearly every hospital in America accepts Medicare
 All of those hospitals must agree to accept the Medicare Allowable
Amount as payment in full
 After you pay your deductible and coinsurance, the hospital
cannot balance bill you for the difference between its billed
charge and the Medicare Allowable Amount
 Real life example


◦
◦
◦
◦
◦



Hospital in Indiana
Hernia repair
Billed Charge = $9,800
Blue Cross Contract Allowable Amount = $7,250 (20% = $1,450)
Medicare Allowable Amount = $2,670 (20% = $534)

Lower out of pocket payments

Medicare Supplements / Medigap
These are private insurance policies that cover deductibles,
copays, and coinsurances that are not covered by Medicare Part A
and B
 These are different that Medicare Advantage plan


◦ “Supplement” coverage under A and B
◦ Medicare Advantage replaces A and B
◦ If you have a Medicare Advantage plan, you will not have a Medicare
supplemental policy



Basically, you pay a monthly premium and your supplemental
plan pays your deductible, copay, and coinsurance
◦ May not pay 100%

Makes your health expenses fixed rather than subject to large
swings due to coinsurance
 Does not include prescription drug coverage (Part D) unless it is
old (pre-2006)


Medicare Part D Costs


Monthly premium varies by plan and income (from two years
prior)
Individual Joint Tax
Tax Return Return

Married
Filing
Separate

Monthly
Premium

< $85,000

<$170,000

<$85,000

Plan premium

$85,00 $107,000

$170,000 $214,000

N/A

Plan premium
+ $12.10

$107,000 $160,000

$214,000 $320,000

N/A

Plan premium
+ $31.10

$160,000 –
$214,000

$320,000 $428,000

$85,000 $129,000

Plan premium
+ $50.20

> $214,000

> $428,000

$129,000

Plan premium
+ $69.30

Medicare Part D Costs
Annual deductible varies by plan from $0 to a maximum of
$310
 Donut hole for 2015


◦ Not all plans have this, but many do
◦ Donut hole begins once you and your plan have paid $2,960 for
covered drugs
◦ In the donut hole, you pay 45% of the cost of brand name drugs and
65% of the cost of generic prescription drugs
◦ There is help on the other side
◦ Once you pay $4,700 you are out of the donut hole
 $4,700 is based on the total cost
 So if the cost of a brand name drug is $100, you pay $45, but only
have $4,600 left
◦ On the other side of the hole, you pay a small amount for each drug

Medicare Part C Costs


Premiums vary widely depending on the plan
◦ Generally true that your premiums will not be less than the combined premiums
you would pay under Original Medicare
◦ Premiums are often higher, but include additional benefits

Deductibles and copays also vary widely
 Important to go to in-network providers


◦ Higher costs are associated with out-of-network providers (not contracted with
your insurer)



Compare Medicare Advantage plans to Original Medicare
and to other Medicare Advantage Plans

Enrollment


Initial Enrollment Period
◦ 7-month period
◦ Begins 3 months before the first day of the month in which you turn 65
and continues for 4 months after the first day of the month in which
you turn 65
◦ If you are not working when you are 65, this is the enrollment period
when you need to sign up



Special Enrollment Periods
◦ While covered under a group health plan by virtue of current
employment (can be you or your spouse)
◦ 8-month period beginning the month after employment ends or the
coverage under your group health plan (due to current employment)
ends
 Retiree coverage and COBRA coverage do not count, so you will not get a
special enrollment period at the end of your COBRA coverage

Why Enrollment Periods Matter


General Enrollment Period

◦ January 1 – March 31 annually
◦ If you do not have any coverage and did not enroll during your Initial or Special
Enrollment Period, you have to wait until the General Enrollment Period
◦ Fail to enroll during Initial or Special Enrollment Period, but get sick in June – you have
to wait until January to enroll



Late Enrollment Penalties

◦ If you do not enroll during the General or Special Enrollment Period, then later enroll
during a General Enrollment Period, you will probably have to pay a penalty
◦ Part A
 If premium free, don’t be late – it’s free
 If you have to pay, the late fee is 10% of your premium for twice the number of
years you were late
◦ Part B
 10% of your premium for each year that you were late (e.g., 20% penalty if you
waited 2 years)
 Penalty continues in perpetuity
◦ Part D
 Continues in perpetuity
 1% times the number of months you were late time the national base premium
(currently about $32)

