Medicare Advantage 101
Comparing Original Medicare MEDICAREE

RIGHTS

and Medicare Advantage

Around half of people with Medicare get their health coverage from Original Medicare (OM)
and the other half from Medicare Advantage (MA), also known as a Medicare private health

plan or Part C. Individual needs, preferences, and priorities typically guide these enrollment
choices. Below are key OM-MA alignments and differences that beneficiaries often consider
when deciding between the two coverage pathways.

Key Alignments
Original Medicare and Medicare Advantage

¢ Initial Enroliment. MA is an option for people who are enrolled in both Part A
(inpatient/hospital coverage) and Part B (outpatient/medical coverage). People can join
an MA plan when they are first eligible for Medicare during their Initial Enrollment
Period, or if they enroll later during either a Special Enrollment Period or the General
Enrollment Period.’

e Coverage Changes. Typically, a beneficiary can only change from one MA plan to
another or switch between MA and OM (or vice versa) during specific times each year."
This can effectively “lock in” an individual’s coverage choice for up to one year.

¢ Medicare Benefits. OM includes Part A and Part B. MA plans must also cover these
services, but may apply different rules, costs, and restrictions.

e Prescription Drugs. MA and OM enrollees can both access Part D prescription drug
coverage. People in OM can purchase a stand-alone private drug plan (PDP). Most MA
plans offer drug coverage as part of the plan (MAPD); a small number of MA enrollees
may purchase a separate PDP.

¢ Low-Income Assistance. Financial assistance is available to help people with OM and
MA better afford their coverage and care:

o Health Care — Medicaid can help people with very low incomes and assets

pay their Medicare costs, like premiums, copays, and deductibles. It also covers
services Medicare does not, such as dental care and transportation to medical
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appointments.” Those who don’t qualify for Medicaid but are still struggling to
pay for care may be eligible for the state-administered Medicare Savings
Programs (MSPs), which often have more generous income and asset limits than
Medicaid.” MSPs pay enrollees’ monthly Part B premium and may cover
deductibles and coinsurances as well.

o Prescription Drugs — People with Part D, whether through a PDP or an MAPD,
may qualify for the federally-funded and -administered Low-Income Subsidy
(LIS). Also called Extra Help, this program can considerably lower an enrollee’s
out-of-pocket drug costs considerably.” Some states also offer help with
prescription drug affordability through State Pharmaceutical Assistance
Programs (SPAPs)" that may have additional eligibility requirements.”"

International Travel or Living Abroad. In general, care is not covered by either OM or
MA for those traveling or living abroad. People with OM can purchase Medigap
supplemental insurance that covers some emergency care outside the United States.

Key Differences
Original Medicare and Medicare Advantage

Choice of Provider. Most doctors in the country take Medicare, allowing OM enrollees
to see the provider or specialist of their choice without network considerations or
referrals. MA plans typically have network restrictions that can limit enrollee access to
providers in the plan’s network. Determining what providers are in-network can be
difficult; MA networks can change at any time, and provider directories are unreliable.""
MA plans may also require referrals and impose utilization management requirements
like prior authorization on specialist services or even routine care.”

Annual Coverage Changes. Since plan benefit packages, costs, and coverage rules, as
well as an enrollee’s health needs and individual circumstances, can change from year-
to-year, all MA and Part D enrollees are encouraged to assess their coverage annually
and to make any coverage changes during Fall Open Enrollment, which runs from
October 15 to December 7. MA enrollees can also switch from one MA plan to another,
or to OM, during the Medicare Advantage Open Enrollment Period. It occurs each year
from January 1 through March 31.

Access to Medigap. Medigap policies can help OM enrollees pay their out-of-pocket
Medicare costs, including deductibles, coinsurances, and copayments, often reducing
cost-related problems.* People with MA are not eligible to purchase Medigap
supplemental insurance. Although there are federal annual enrollment periods that
allow beneficiaries to change MA plans, there are no similar national-level Medigap
enrollment flexibilities. States can offer additional protections, but affordable Medigap
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access is typically only guaranteed during very limited times. This can be a barrier to
switching from MA to OM.

e Costs. People with OM are typically responsible for Medicare premiums and
coinsurance for any covered services they receive after meeting their deductibles. MA
enrollees are also responsible for the Medicare Part B premium, but MA plans can apply
different cost-sharing than OM. Most require deductibles and copayments; they may
also assess an additional monthly premium .

Medicare Costs in 2023

Original Medicare Medicare Advantage

Part A Premium $0/month for most beneficiaries" $0/month for most beneficiaries

Part B premium ($164.90/month)
Part B Premium $164.90/month Possible additional premium,
depending on plan

$226 for Part B-covered services
$1,600 at beginning of benefit
period for Part A-covered
inpatient hospital stay™

Deductible Depends on plan

20% coinsurance for Part B-
covered services
Daily coinsurance after day 60 in a Depends on plan
hospital or day 20 in a skilled
nursing facility

Coinsurance and/or
Copay

e Out-of-Pocket Limit. Since 2011, federal rules have required MA plans to limit annual
enrollee costs for services provided under Parts A and B. In 2023, this cap is $8,300 for
in-network services, though plans have the flexibility to set a lower threshold. ' After an
enrollee’s spending reaches the plan’s out-of-pocket limit, they pay nothing for the
remainder of the year. There is no similar protection in OM, but beneficiaries can
purchase a Medigap policy to limit their out-of-pocket risk.

e Utilization Management. In general, OM does not use utilization management
techniques, like requiring enrollees to obtain prior authorization before receiving
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services. ™' By contrast, most MA plans use these strategies to contain costs. Recent
watchdog reports suggest millions of MA enrollees are subject to prior authorizations
each year, and that a significant percentage of the resulting coverage denials are
inappropriate. "

e Supplemental Benefits. MA plans may offer benefits not available to people with OM,
including dental care and gym memberships. These “extra” services may come at a
cost, such as higher premiums, and can be quite limited.** Little is known about the use
or efficacy of supplemental benefits, or if they are being delivered as advertised,
signaling a need for greater transparency.

e Domestic Travel. People with OM can go to nearly any doctor or hospital in the country,
whether they are at home or traveling in another state. MA enrollees may have limits on
what providers they can see outside of their plan’s service area.

When choosing between OM and MA, or between MA plans, there are important
considerations for beneficiaries. There is no one “right” answer. Whether MA or OM, with or
without a Medigap, is the best choice depends on personal circumstances, health and financial
considerations, and other priorities.™
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