
Making Sense of
Medicare



Medicare Part A - Hospital Insurance

Medicare Part B -  Medical Insurance

What You Pay with Medicare Part A and Medicare Part B

Your Choices with Medicare

Medicare Part C

Medicare Part D - Prescription Drug Plan (PDP)

Penalties

How Do I Choose the Right Plan for Me?

2

3

4

5

8

10

13

14

Table of Contents



On July 30, 1965, Lyndon Baines Johnson signed H.R. 6675 making 

Medicare law. President Johnson signed the bill in Independence, 

Missouri and gave Harry S. Truman his official Medicare card with 

number 001. The choice of Independence, Missouri, for the signing of 

this bill was attributed to recognizing President Truman’s message to 

Congress on November 19, 1945, calling for the creation of a national 

insurance fund that would be open to every American citizen.



Medicare Part A provides coverage for medically necessary in-patient hospital care, skilled 
nursing care, home health care, and hospice. Although Medicare will cover recuperative care 
in a skilled care facility, it does not cover long-term care or custodial care.

To qualify for part A, a person needs to be a United States citizen or legal resident living in the 
United States for a minimum of five years. Although most people do not pay a premium for 
Part A, it is an incorrect statement to say Medicare part A is free. The premium for Medicare 
part A is usually pre-paid from FICA payroll taxes withheld from earnings for a minimum of 

40 quarters. Although it is not free of charge, it is an 
excellent value for the payroll taxes withheld for it. 
For a person who qualifies for Medicare part A that 
did not have 40 quarters of FICA tax deductions, 
they still can purchase Medicare part A. In 2022, if 
they have no deductions or less than 30 quarters 
of payroll FICA deductions, they will pay a monthly 
premium of $499. If they have 30 to 39 quarters of 
deductions, their premium will be $274 per month.
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This is not a complete overview of the efforts over 
the years to establish a health care plan for senior 
citizens. President Eisenhower, as well as Congress, 
visited the topic many times. John F. Kennedy tried to 
create a health care program for Americans over the 
age of 65 that were not covered by health insurance. 
It was not until President Johnson signed the law in 
1965, establishing Medicare, that senior American 
citizens had a financial safety net. That law created 
Medicare parts A and B. 

Medicare Part A - Hospital Insurance
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Medicare Part B provides coverage for out-patient care and falls into two separate categories:
1. Medically Necessary Services.
2. Preventive Services.

Medically Necessary Services are supplies needed to diagnose or treat your medical condition, 
disease, or injury that meet acceptable standards of medical practices. Part B coverage includes 
doctor visits, lab tests, diagnostic procedures, emergency room visits, ambulance, out-patient 
surgeries, durable medical supplies like wheelchairs, walkers, and diabetic testing supplies. Part B 
also covers clinical, ambulance services, mental health services, both in-patient and out-patient, 
second surgical opinions, and limited out-patient drugs usually given in a doctor’s office.

Preventive Services is a wellness program designed to prevent or discover potential issues early, 
and include wellness check-ups, flu, and pneumonia shots along with specific preventive testing 
and screenings. You pay nothing for most preventive services if you get the services from a 
provider that accepts the assignment. Assignment means that your doctor, provider, or supplier 
agrees to accept the Medicare-approved amount as full payment for covered services.

Medicare Part B - Medical Insurance



What You Pay with Medicare Part A and Medicare Part B

To determine if Medicare covers your health care needs, you’ll want to talk to your doctor or 
health care provider and ask if Medicare will pay for the services or supplies currently being 
ordered for you. You can also go to Medicare.gov and under the menu item What Medicare 
Covers select Is My Test, Item, or Service Covered enter the service or supply on that page.

As seen in the chart above, there are many gaps in coverage, exposing the patient to significant 
out-of-pocket expenses. Those expenses include deductibles, co-pays (set dollar amounts), co-
insurance (a percentage of the bill), and some services that are not covered at all. Not covered 
services include most dental care and dentures, glasses and the eye exams relating to fitting 
prescription glasses, cosmetic surgery, acupuncture, hearing aids and the exams for fitting 
them, and routine foot care.

913-393-1000 | barberfinancialgroup.com Making Sense of Medicare   |  4

Modified Adjusted Gross Income (MAGI) Part B Monthly 
Premium Amount

Prescription Drug Coverage 
Monthly Premium Amount

Individuals: MAGI = $91,000 or less
Married Couples: MAGI = $184,000 or less

Individuals: MAGI = $114,000 to $142,000 
Married Couples: MAGI = $228,000 to $284,000

Individuals: MAGI = $142,000 to $170,000
Married Couples: MAGI = $284,000 to $340,000

Individuals: MAGI = $91,000 to $114,000
Married Couples: MAGI =$184,000 to $228,000

Individuals: MAGI = $170,000 to $500,000 
Married Couples: MAGI = $340,000 to $750,000

Individuals: MAGI above $500,000
Married Couples: MAGI above $750,000

2022
Standard 
Premium

Standard 
Premium

Standard 
Premium

Standard 
Premium

Standard 
Premium

Standard 
Premium

Your Plan Premium

Your Plan
Premium

Your Plan
Premium

Your Plan
Premium

Your Plan
Premium

 = $170.10

 + $238.10  + $12.40

 + $32.10

 + $51.70

 + $71.30

 + $340.20

 + $442.30

 + $544.30

 + $578.30
Your Plan
Premium  + $77.90



Your Choices with Medicare
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Of particular note, Medicare Part A deductible covers a “Benefit Period” defining the way that 
the original (or traditional) Medicare program measures your use of in-patient services. The 
benefit period begins the day that you enter a hospital or skilled nursing facility, and ends 
when you have not received in-patient or Medicare-covered skilled nursing care for 60 days in 
a row. This means a person may have to pay the Medicare Part A deductible several times in 
one calendar year or have a benefit period extend from one year to the next depending on the 
60-day break in care to end the benefit period. Medicare Part B has a calendar year deductible.

A person may choose to receive their Medicare benefits in one of two ways.

Option One:
They may use their red, white, and blue Medicare Card and receive their benefits directly from 
Medicare as traditional/original Medicare while planning for the costs shown on the chart 
above. When using traditional Medicare, you may choose to purchase a Medicare Supplement.

Medicare Supplement, Medigap, or Tie-In Plans
Medicare Supplements are also known as Medigap or tie-in plans. These are sold by private 
insurance companies and are designed to cover some to nearly all of Medicare deductibles, 

co-pays, and co-insurance depending on which 
plan you choose. Some even include foreign travel 
emergencies. These plans pay after Medicare has 
approved the care, repriced the cost of the care, 
and paid their part of the bill. Since Medicare is 
your primary insurance and allows you to use any 
provider, doctor, or hospital that accepts Medicare, 
Medigap policies also allow you to use any of those 
same providers.
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Medicare Supplement, Medigap, or Tie-In Plans cont.
To be eligible to purchase a Medicare Supplement/Medigap Plan or policy, you must have 
and continue to have Medicare Part A and Part B. When a person turns 65 or if they are older 
and new to Medicare Part B, they are eligible for Medigap Open Enrollment. This enrollment 
period starts on the first day of the month you turn 65 or first covered by Medicare Part B, and 
it lasts for six months. During this period, a person can purchase a Medigap plan regardless of 
their health. During the Medigap Open Enrollment period, the insurance company cannot 
ask you any health-related questions (underwriting).

Medigap plans began to emerge as soon as Medicare 
became law. The gaps in coverage and the financial 
exposure in Medicare created an opportunity for 
private companies to fill those gaps in coverage by 
developing a menu of plans and coverages to sell. 

Then, multiply that by the number of private 
companies in the marketplace, and it becomes clear 
to see how an excessive amount of choices or options 

were created that the senior market needed to somehow sort out. Starting July 30, 1992, the 
Omnibus Budget Reconciliation Act prohibited private companies from offering more than 10 
different options known as the Standardized Medicare Supplement plans. 

Each Medicare plan option is named with a letter and has a specific set of benefits. Currently, 
there are 10 Medigap plans available to purchase: Plan A, B, C, D, F, G, K, L, M, and N. All 
companies offering Medigap plans must offer the A plan and either C or F. Beyond that, they 
may choose which other plans they wish to provide, if any. It’s important to remember that no 
matter which companies you look at, each of the plans is identical from one company to the 
next. For example, an “A Plan” is the same “A Plan” with all companies regardless of which one 
you choose to purchase through.) 
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During the last few years, there has been growing consideration from private companies as 
well as the legislature to drop some of the 10 coverage options – specifically plans C or F. Both 
of these plans pay the Medicare Part B annual deductible. Since a person with Medigap plans 
C & F have primarily first-dollar coverage after paying their premium, there is no incentive for 
that person to be sensitive to the costs of health care. 

It is the consensus that a patient should have a financial reason to be more prudent in receiving 
health care. The goal is to make patients think twice, or at least shop around, before they go to 
a doctor or hospital.

Additionally, the Medicare Access and CHIP Reauthorization Act, also known as MACRA, 
stipulates that effective January 1, 2020, all newly eligible Medicare beneficiaries cannot sign 
up for a Medigap or tie-in plan that covers the Medicare Part B deductible – or Plans C & F. 
People who already have these types of policies will be exempt. Again, lawmakers believe 
that Medigap coverage in which beneficiaries are not required to pay anything beyond the 
premium leads to overconsumption of health care services.

An additional debate that may well affect Medigap plans is Medicare’s new physician payment 
system. Starting in 2016 and continuing through 2025, no across-the-board fee increases will 
be granted. There is a new fee matrix in place for increases after that date.
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Option Two:

The second choice in how to receive your Medicare coverage would be the purchase of a 
Medicare Part C or Medicare Advantage Plan. Only private companies approved by Medicare 
can offer Medicare Advantage plans. If you join a Medicare Advantage plan, you still have 
Medicare, but you will receive your Medicare Part A and Medicare Part B coverage from the 
private insurance company through your advantage plan. You will show your advantage plan 
card at your providers, NOT your Medicare card. Medicare Advantage plans combine Medicare 
Part A and B in one coverage option called Part C, and most of these plans also include a 
Medicare Prescription Drug Plan (Part D). 

There are Medicare Advantage plans with a 
zero premium or a very low premium. Medicare 
Advantage plans must provide all the benefits 
you receive from Medicare, but they do not have 
to charge the same deductibles, co-pays, or co-
insurance. Medicare Advantage plans generally do 
not have a deductible, but rather have a series of 
co-payments for services, such as hospital stays or 
physician office visits. Advantage plans typically 

require you use providers in their network. Some advantage plans (HMOs) will not pay if you 
go out of network. Other advantage plans (PPOs) generally have a higher cost if an out of 
network provider is seen. Some plans will allow you to see any provider that will accept the 
advantage plans payment terms and conditions. 

Medicare advantage plans have an annual maximum out-of-pocket limit, meaning that if your 
co-pays add up to that maximum out of pocket in any year, you will not pay any more co-pays 
until the beginning of the next year. The government requires that if you want a Medicare 
Advantage Plan and Prescription Drug Plan coverage, you need to purchase an advantage 
plan that includes the prescription drug benefit. 

Medicare Part C
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There are some exceptions, such as PFFS (Private Fee For Service) plans. With the HMO’s and 
PPOs, you cannot add a stand-alone Prescription Drug Plan. If you are in a Medicare Advantage 
Plan that includes prescription drug coverage – and you join a stand-alone Medicare Part D Plan 
(PDP), you will automatically be removed from the Medicare Advantage Plan and placed back 
in Traditional Medicare, Parts A & B. Medi-gap plans cannot work with Medicare Advantage 
Plans. They only pay after Medicare, not after an advantage plan. You are not allowed to have 
a Medi-gap policy while you have an advantage plan.

You may enroll in a Medicare Advantage Plan if you live in the service area and have or will 
have Medicare A & B. You may enroll during the three months before you turn 65, the month 
you turn 65, or the three months following the month you turn 65 for a seven-month period 
(the Initial Enrollment Period), or during the annual open enrollment period, which is October 
15th to December 7th of each year. There are some exceptions, such as when a person moves 
out of the service area. There is no medical underwriting to join a Medicare Advantage Plan.

The Guided Retirement Show

Listen
to Part 1

Listen
to Part 2

Listen to Medicare 
Supplement Plans

Listen & Subscribe on Listen & Subscribe on

Dean Barber and Tom Allen, Medicare Specialist and Insurance Consultant, 
discuss Medicare options, costs, coverage, and more on Episodes six, 
seven, and 22 of The Guided Retirement Show. Use the camera on your 
phone and point it at the QR codes below to listen to the episodes. You 
can also find us on your favorite podcast app. Don’t forget to subscribe!
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The choice you make regarding whether you receive 
your Medicare benefits from original Medicare 
or through an advantage plan affects how you 
receive your Medicare Part D Prescription Drug Plan 
benefits. Most advantage plans include Prescription 
Drug Plans. With original Medicare, you will want 
to consider purchasing a Stand-Alone Prescription 
Drug Plan.

Traditional Medicare does not cover prescription drugs. On January 1, 2006, President George 
W. Bush signed the Medicare Modernization Act. This act created Medicare Part D Prescription 
Drug Plans, which is a United States Federal-funded program to subsidize the cost of 
prescription drugs and prescription drug insurance premiums for Medicare beneficiaries. 

To qualify to purchase a Medicare Part D Prescription Drug Plan, you must be signed up for and 
maintain at least Medicare Part A, or Medicare Part B, or both. Beneficiaries obtain Part D benefit 
coverage through two types of plans administered by private companies. The beneficiaries 
can join a stand-alone prescription drug plan (PDP) for drug coverage only, or they can join a 
Medicare Advantage Plan that includes prescription drug coverage. 

You may owe a late enrollment penalty if, for any continuous period of 63 days or more after your 
initial enrollment period you do not purchase a prescription drug plan or Medicare Advantage 
Plan with prescription drug coverage, or have Creditable Prescription Drug benefits, which 
can be from the company provided group insurance or the VA. The penalty for not having 
Creditable Prescription Drug coverage is 1% for each month without coverage based on 
the National Base Beneficiary premium - $33.37 in 2022, for every year without prescription 
coverage added to the premium of a Part D Prescription Drug plan EACH MONTH. That is an 
annual penalty for every year without prescription coverage. This can amount to a sizeable 
increase in Part D premiums. 

Medicare Part D - Prescription Drug Plan (PDP)



Preferred Name Brands
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Medicare Part D plans must cover all or substantially all drugs in 6 major categories: 

1

1

4

4

2

2

5

5

3

3

6

Antidepressants

Preferred Generics

Antiretroviral (Aids Treatment)

Non-Preferred Drugs

Antipsychotics

Generics

Immunosuppressants

Specialty Drugs

Anticonvulsants Anticancer

Some plans will offer more generic drugs, and other plans will have a higher number of name 
brands. Medicare also requires that policies cover at least one medication for all other categories; 
however, the Prescription Drug Plan companies get to choose what those medications are. 
Each prescription drug plan has its list of covered drugs called formularies. Formularies, which 
are different from company to company. Medicare drug plans place their covered medications 
into different “tiers” or levels on their formularies.

Most plans have 5 tiers:
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Each tier has a different prescription co-pay or cost. A drug in a lower tier will generally cost 
less than drugs in a higher tier. The co-pays are also different from one plan to another. It is 
important to note that no PDP plan covers all prescription drugs. The prescription drugs 
that are covered vary between plans, so it is essential to select a Prescription Drug Plan that 
best matches the specific medications you are taking.

Medicare has an interactive online tool called 
Medicare Plan Finder available at the Medicare.
gov website. You will enter your zip code, how you 
receive your Medicare, and the medication name, 
dosage, and how often you take the medication. 
This tool will list all plans available in your zip code 
in order of least expensive to most expensive plans 
based on your prescription drug list. PDP plans can 
and do change their premiums, formularies, pricing 

tiers, and co-pays each year. In addition, your individual prescription drug needs may vary as 
well. Adding or dropping a medication makes checking your medications on Medicare.gov 
an important annual routine.

You can only change plans during the Annual Enrollment Period between October 15th and 
December 7th each year, for a January 1st effective date. If you are prescribed medication 
during the year that is not on your plan’s formulary, you can ask for a “formulary exception.” If 
approved, the medication will be added to the formulary just for you. If you have a medication 
that is covered but a high co-pay cost, you can also ask for a “tier level exception.” If this is 
approved, the medication will be moved to the next lower cost tier.

Medicare Part D - Prescription Drug Plan (PDP) cont.
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Penalties
MEDICARE PART A: If you are not eligible for premium-free Medicare Part A, and if you do not 
buy Medicare Part A when you are first eligible, a 10% penalty for twice the years you could 
have had Medicare part A but did not sign up for it.

MEDICARE PART B: If you do not buy Medicare Part B when first eligible, a 10% penalty will 
occur for each full 12-month period you could have had but did not take part B. This penalty 
applies for as long as you have Medicare Part B coverage, (there are some exceptions if you have 
creditable group coverage where you or your spouse is currently working). COBRA insurance is 
not considered creditable to offset penalties.

MEDICARE PART C Advantage Plans: There is no penalty for not taking Medicare Part C when 
first eligible. If you want to enroll in Medicare Part C in the future, you must wait until the next 
annual enrollment period, which is October 15th through December 7th each year.

MEDICARE PART D: Medicare beneficiaries, who were eligible but did not enroll in a Medicare 
Part D plan when they were first eligible and later want to register, will pay a late-enrollment 
penalty (basically a premium surtax) if they did not have creditable prescription drug coverage 
through another source, such as an employer or the VA. The penalty is 1% of the national 
premium index, established by Medicare each year, times the number of full calendar years 
they were eligible but did not enroll in Medicare Part D. The index in 2018 is $35.02. This 
penalty applies for every year without prescription coverage added to the premium of a Part 
D Prescription Drug plan EACH MONTH. 

MEDIGAP OR TIE-IN PLANS: There is no penalty for not purchasing a Medigap or tie-in plan 
when first eligible, however, if you do not buy a policy when first eligible, and later want 
to purchase a plan, medical underwriting will be required. Many will not pass the medical 
underwriting and therefore, be excluded from buying a plan due to pre-existing conditions.
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Trying to make sense of Medicare can be difficult, especially if you are like many people and 
your health insurance was provided through an employer that offered just a handful of options. 
Once you turn 65 however, that changes since you are most likely on your own to choose 
which Medicare plan among several choices is right for you and your situation. If this sounds 
familiar, don’t worry. 

Barber Financial Group can help guide you through the options and possible combinations to 
help you get the right health care plan to see you through your retirement years. To schedule 
an appointment with our Medicare Specialist, call 913-393-1000.

913-393-1000 | barberfinancialgroup.com

How Do I Choose the Right Plan for Me?
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NOTES



Investment advisory services offered through Barber Financial Group, Inc., an SEC Registered Investment Adviser.





LOCATIONS
Barber Financial Group - Lenexa
13550 W. 95th Street 
Lenexa, KS 66215
Tel: 913.393.1000 | Fax: 913.248.8004

Barber Financial Group - Lee’s Summit
211A NW Executive Way 
Lee’s Summit, MO 64063
Tel: 816.554.3736 | Fax: 816.554.3876

www.facebook.com/BarberFinancialGroup

Barber Financial Group - North Kansas City
1201 NW Briarcliff Parkway - 2nd Floor
Kansas City, MO 64116
Tel: 913.393.1000 | Fax: 913.248.8004

WWW.BARBERFINANCIALGROUP.COM
visit us at

Follow Us on Facebook

Investment advisory services offered through Barber Financial Group, Inc., an SEC Registered Investment Adviser.


