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8 COSTLY
MEDICARE
MISTAKES
How to avoid common
pitfalls—and save money
By Liz Seegert

Health care is complicated. Deductibles, co-pays,
formularies: there’s a lot to keep track of. As any current Medi eneficiary—or anyone nearing the eligibility age of 65—
care b
can tell you, that doesn’t change just because the government
is now paying the freight.
Of the 60 million Americans enrolled in Medicare in 2018,
nearly two-thirds had traditional Medicare, according to the Centers for Medicare and Medicaid Services (CMS). The rest were
in Medicare Advantage plans, administered by private insurers.
An additional 8.7 million people under 65 with qualifying
disabilities also receive Medicare, but the rules are different.
Neil Canter, 59, of Weston, Conn., found this out after he had to
quit working because of multiple sclerosis. “I actually went out
and bought a book, then called the author for a consultation,”
says the former marketing analyst. “It’s so confusing.”
It’s easy to overlook the fine print on any part of Medicare,
or misunderstand the rules about enrollment and benefits. Mistakes can be costly, and some can follow you for a lifetime. Here
are some common errors and ideas on how to avoid them.

1. Not planning ahead

New enrollees have a seven-month window to enroll in Medicare Parts A and B—hospitalization and outpatient coverage,
respectively—three months before their 65th birthday, the
month of their birthday and three months after. You can also
sign up for prescription-drug coverage (Part D) and a supplemental plan (Medigap) during this period.
“The two main pitfalls are late-enrollment penalties for
Parts B and D, and limited opportunities to enroll later on,” says
Louise Norris, a health-policy analyst for MedicareResources.org.
Medicare Part A is free for most people (though there is a deductible), so everyone should enroll in this part at 65, Norris says.
If you’re already retired and collect Social Security benefits,

you’ll automatically be enrolled in Parts A and B. However, if
you’re still working and have employer-based health insurance,
or are covered by your spouse’s plan, it gets more complicated.
Wrong timing trips up many enrollees, who either let their
initial window slip by or mistakenly believe they don’t need
to worry because they’re still employed, according to Fred
Riccardi, president of the nonprofit Medicare Rights Center.
Depending on your circumstances, you could get hit with
a 10% penalty on future premiums for every month you delay
Part B enrollment. This penalty follows you for life—a very costly
error. “It’s a mistake we see people making a lot,” Riccardi says.
But there’s a caveat: as long as you’re employed and have qualified health insurance through your company or your spouse’s
plan, you may be eligible to delay Part B enrollment (and the
premiums) until you leave your job. The size of your company
determines whether you enroll when you turn 65 or later. If you
qualify, you’re entitled to an eight-month “special enrollment
period” without penalty. Riccardi suggests checking with your
company’s human-resources department to determine requirements and avoid coverage gaps or potential penalties.

2. Not choosing the right drug plan

In 2006, the federal government added a prescription-drug benefit, Part D, to traditional Medicare. Timing enrollment for this
part of your coverage is also important, Riccardi cautions.
If you’re still working and have drug coverage through an employer plan that is deemed “creditable” (comparable to Part D
coverage), you can keep it without a penalty, as long as you remain employed. Otherwise, if you want coverage, the most cost-
effective strategy is enrolling in Part D at the same time as Part B.
In 2019, there were an average of 27 stand-alone Part D plans
to choose from, according to Gretchen Jacobson, associate director for the program on Medicare policy at the Kaiser Family
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Foundation. (The number of choices you have depends on where
you live.) It can be a lot to wade through.
Signing up for Part D at the wrong time or going more than
63 days without drug coverage means paying a lifetime penalty
of 1% of the base Part D premium times the number of full, uncovered months you didn’t have Part D or creditable coverage.
Since the base premium (about $40 in 2019) may increase each
year, so will your penalty. Once you’re enrolled, however, you
can change your plan during the annual open-enrollment period (Oct. 15 to Dec. 7) if it’s no longer the right fit.
If you do nothing, you’ll be automatically re-enrolled in your
current drug plan for the following year. That’s not necessarily a
good strategy. People who review their drug coverage every year
are more likely to save money in the new year, Jacobson says.
Alice Sprintzen, 72, of Syosset, N.Y., spends time each fall,
before open enrollment, reviewing any changes in her drug coverage. “They often switch which drug is covered for a specific
condition, and you have to pay extra if you don’t take the one
on the list. So you have to go through that,” she says.
Not all people take the time to examine the annual Part D notice of change that Medicare provides. “Part D plans can change
their formularies as well as their cost-sharing structure,” says
Norris. “So auto-renewing the same plan from one year to the
next doesn’t necessarily mean you’ll have the same coverage.”
To help cut through some of the confusion and narrow your
options, Norris suggests using Medicare’s online drug-plan
finder. Answer a few questions and enter your prescription information, and this tool will show your estimated out-of-pocket
costs for each available plan.

3. Not planning for additional costs

“One thing people need to realize when they go on Medicare,”
says Jacobson, “is they need to plan financially for out-of-pocket
costs. It doesn’t cover things many older people need, like eyeglasses or hearing aids or long-term care or [most] home care.”
Medicare has cost-sharing requirements. Part A pays 100%
of hospitalization during the first 60 days of care, with co-
insurance (the part the patient pays) kicking in on Day 61.
Part B generally pays 80% of doctor and specialist visits, as
well as certain treatments administered in a doctor’s office or
clinic. The patient is responsible for the remaining 20%. Other
services under Part B have different cost-sharing formulas.
However, not all physicians accept “assignment,” the rate Medicare pays. In that case, you’re responsible for the 20% co-pay
plus up to 15% above the Medicare-approved fee. Make sure
your doctors accept assignment to avoid additional costs.
Medicare has no caps on out-of-pocket costs—so someone
with significant health problems or several hospitalizations during the year could be on the hook for thousands of dollars. That’s
why most Medicare enrollees (81% in 2016) also have supplemental insurance. But buyer beware, Jacobson says.

4. Not choosing a supplemental plan at the right time
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c ompanies and cover some or all of what Medicare doesn’t, like
co-pays, deductibles, co-insurance and other costs. However, as
with Parts B and D, timing is critical to get the best deal.
Medigap plans are sold by letter d
 esignation—A, F, G and so
on. Benefits and cost sharing are standardized under each letter;
the only difference is price, which can vary widely among insurance companies. By shopping around, you may save money on
the cost of premiums. You can compare Medigap plans side by
side on the Medicare website, or contact an insurance broker.
However, don’t delay too long; federal law provides limited
protection for new enrollees in Medigap, including a one-time
period of “guaranteed issue” when you first enroll in Medicare Part B. Applicants are guaranteed a policy, regardless of
any pre-existing conditions, at the same rate as other enrollees. After the initial six months, this guarantee generally goes
away (except in a few states). That means insurers can turn
you down, put limits or waiting periods on your coverage, or
charge higher premiums.
Several plans are being eliminated in 2020 to offset higher
physician payments, so be sure to ask plenty of questions.

G E T T Y I M A G E S (3)

If you’re not working or don’t have employer-based health insurance, it’s less risky to buy a supplemental, or Medigap, plan
when you enroll in Part B. While you will pay monthly premiums,
Medigap can save you money if serious illness or injury strikes.
These plans are sold and administered by private insurance

You could get hit with a 10% penalty
on future premiums for every month
you delay Part B enrollment.
This penalty follows you for life

In 2019, there were an average of 27
stand-alone Part D plans to choose from.
It can be a lot to wade through, but people
who review their drug coverage every year
are more likely to save money

needed. There’s also co-insurance after the first 20 days, which
can quickly become expensive. Medicaid, the joint federal-state
program for those with limited incomes, pays for most longterm care in nursing homes or in the community. Additionally,
Medicare covers skilled nursing or inpatient rehabilitation only
after a qualifying hospital stay of three or more days.
This can create problems, according to Lynn, since some patients may be under “observational care” and not officially admitted to the hospital. Then they’re transferred to skilled nursing and hit with huge bills. “They need to ask about that and
then decide what is the reasonable thing to do,” Lynn says.
Make sure any bills you receive from your physician match
your Medicare summary notice to ensure you’re being charged
the correct amount, advises Riccardi. The summary notice
should tell you the amount the provider charged, the beneficiary’s responsibility and whether a service was denied. You have
a right to appeal denials, although it can be time-consuming.

7. Not applying for financial assistance

Medicare offers two programs that help some beneficiaries with
costs. The Medicare Savings Program may help pay premiums
or Medicare Part A and Part B deductibles, co-insurance and
co-payments if you meet certain conditions. Even if you’re still
working, you may qualify for some financial assistance.
The Extra Help program pays the costs of prescriptions, premiums, deductibles and co-insurance for Part D prescription-
drug coverage for qualifying individuals. “It’s worth checking
into,” says Jacobson. “People may not think they’re eligible but
may find out they are.”
After you retire, your income may decrease enough to qualify you for Medicaid, according to Jacobson. Income and asset
requirements are stringent, and rules differ by state. However,
if you qualify, almost all of your health care costs are covered
between Medicare and Medicaid.

8. Not using covered benefits
5. Switching plans at the wrong time

About a third of Medicare enrollees opted for a Medicare Advantage (MA) plan in 2018, rather than traditional Medicare with a
supplemental plan. If you’re unhappy with your MA plan, you
can switch back to traditional Medicare within 12 months of
your initial Medicare enrollment without risking higher premiums or denial by Medigap plans. If you wait, you will pay penalties for Parts B and D, and could be denied a supplemental plan
or charged higher premiums.

6. Not understanding what’s covered

Many enrollees mistakenly assume that most of their health
needs are taken care of under Medicare. They’re often surprised
to learn that many services are not included.
“Almost half of people I talk to think Medicare covers longterm care support, which it does not,” says Dr. Joanne Lynn, a
geriatrician and director of the Program to Improve Eldercare
at the Altarum Institute. “That’s one of the biggest mistakes.”
Medicare does pay for care in a nursing facility or at home
for up to 100 days at a time, but only if skilled nursing is also

Every new Medicare enrollee is entitled to a “Welcome to Medicare” comprehensive assessment, which is covered at no cost. If
you have had Part B for more than 12 months, you can receive a
free annual wellness exam, which includes a health-risk assessment. Many preventive screenings and vaccinations are covered at no cost under Part B. Finding health problems early or
preventing serious illness can help beneficiaries avoid higher
costs down the road.
“However, if they find something, then it’s no longer preventative, and cost sharing does apply,” says Jacobson.
Coverage and costs of other tests and services depend on
where you live. You can find out if your particular test or service is covered through the Medicare website; talk to your doctor about options if it’s not on the list.
There’s no doubt that Medicare is complex. Experts agree
the best approach is proactive. Start your research at least six
months before you turn 65, and learn about your options and
costs. If you’re working, speak with the person in charge of your
company’s health benefits. You can call 800-MEDICARE or the
Medicare Rights Center for advice and help with enrollment, or
work with an insurance broker to ensure you’re signing up for
the right benefits at the right time. 
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