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86 G E T  W H A T ’ S  Y O U R S  F O R  M E D I C A R E

PLUS ÇA CHANGE, PLUS

C’EST LA MÊME CHOSE

An insurer does not have to offer all 10 plans. But the Medigap
policies it offers must cover exactly the same things as the same-
letter plans sold by other insurers. In other words, every Medigap
A policy must cover the same things, regardless of which insurer
sells it.

Different Medigap insurers are free, however, to charge differing 
prices for the same letter policies. And they do, so comparing prices 
when you shop for Medigap is essential.

The chart here is reproduced from Medicare’s annual guide to 
Medigap.5 There is a version of this grid in virtually every explanation

MEDIGAP BENEFITS
MEDIGAP PLANS

A B C D F* G K L M N

Part A coinsurance and hospital costs up to an additional 365 days after Medicare  
bene�ts are used 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%

Part B coinsurance or copayment* 100% 100% 100% 100% 100% 100% 50% 75% 100% 100%

Blood (�rst 3 pints) 100% 100% 100% 100% 100% 100% 50% 75% 100% 100%

Part A hospice care coinsurance or copayment 100% 100% 100% 100% 100% 100% 50% 75% 100% 100%

Skilled nursing facility care coinsurance No No 100% 100% 100% 100% 50% 75% 100% 100%

Part A deductible No 100% 100% 100% 100% 100% 50% 75% 50% 100%

Part B deductible No No 100% No 100% No No No No No

Part B excess charges No No No No 100% 100% No No No No

Foreign travel exchange (up to plan limits) No No 80% 80% 80% 80% No No 80% 80%

Out-of-pocket limit** N/A N/A N/A N/A N/A N/A $4,940 $2,470 N/A N/A

* Plan N pays 100 percent of the Part B coinsurance, except for a copayment of up to $20 for some of�ce visits  

and up to a $50 copayment for emergency room visits that don’t result in inpatient admission.

** After you meet your out-of-pocket yearly limit and your yearly Part B deductible, the Medigap plan pays 100  

percent of covered services for the rest of the calendar year.
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of Medigap. I’m going to spend some time carefully explaining it.
Remember: every Medigap insurer must offer these features in its 
letter plans.

Part A coinsurance and hospital costs up to an additional 365 
days after Medicare bene�ts are used up. All Medigap policies 
cover these items. This single feature can easily be worth the annual 
Medigap premium for many, many years. Further, Original Medicare
covers only 150 days of hospitalization your entire life. Having an 
additional 365 days would save just about everyone from the poor-
house. It is true that few people would ever need that much time in 
a hospital. But remember: this is insurance for something you hope 
will never happen.

Part B coinsurance or copayment. Blood (�rst 3 pints). Part

MEDIGAP BENEFITS
MEDIGAP PLANS

A B C D F* G K L  M N

Part A coinsurance and hospital costs up to an additional 365 days after Medicare 
bene�ts are used 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%

Part B coinsurance or copayment* 100% 100% 100% 100% 100% 100% 50% 75% 100% 100%

Blood (�rst 3 pints) 100% 100% 100% 100% 100% 100% 50% 75% 100% 100%

Part A hospice care coinsurance or copayment 100% 100% 100% 100% 100% 100% 50% 75% 100% 100%

Skilled nursing facility care coinsurance No No 100% 100% 100% 100% 50% 75% 100% 100%

Part A deductible No 100% 100% 100% 100% 100% 50% 75% 50% 100%

Part B deductible No No 100% No 100% No No No No No

Part B excess charges No No No No 100% 100% No No No No

Foreign travel exchange (up to plan limits) No No 80% 80% 80% 80% No No 80% 80%

Out-of-pocket limit** N/A N/A N/A N/A N/A N/A $4,940 $2,470 N/A N/A

* Plan N pays 100 percent of the Part B coinsurance, except for a copayment of up to $20 for some of�ce visits 

and up to a $50 copayment for emergency room visits that don’t result in inpatient admission.

** After you meet your out-of-pocket yearly limit and your yearly Part B deductible, the Medigap plan pays 100 

percent of covered services for the rest of the calendar year.

* Plan F also offers a high-deductible plan. If you choose this option, this means you must pay for Medicare-covered 

costs up to the deductible amount of $2,140 in 2014 ($2,180 in 2015) before your Medigap plan pays anything.
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of congressional hearings had picked up steam by the time this book 
went to press. I’d like to say the current system will be replaced with 
one that is easier to understand, more transparent, and fairer to 
Medicare beneficiaries and taxpayers. Ha! How naïve of me.

PRICES FOR POPULAR STAND-

ALONE PART D PLANS IN 2016

There’s no doubt that rising drug prices are also making Part D plans 
more expensive for most people. Here’s a look at the 2016 changes 
in the nation’s most popular stand-alone (PDP) prescription drug 
programs, courtesy of Avalere Health, a consulting firm. People with 
Original Medicare (Parts A and B) buy stand-alone plans. These 10 
plans enroll more than 80 percent of all Medicare buyers of stand-
alone plans:

2015 2016 
CURRENT AVERAGE AVERAGE PERCENT 

NAME ENROLLMENT PREMIUM PREMUIM CHANGE 
MONTHLY MONTHLY

AARP MedicareRx Preferred 3,487,742 $50.18 $60.79 21 
 (UnitedHealthCare)

SilverScript Choice (CVS Health) 3,298,354 $23.21 $22.56 –3

Humana Preferred Rx Plan 1,709,973 $26.40 $28.39 8

Humana Walmart Rx Plan 1,510,530 $15.87 $18.40 17

AARP MedicareRx Saver Plus 1,387,909 $28.00 $35.23 26 
 (UnitedHealthCare)

Humana Enhanced 1,142,405 $52.81 $66.25 25

Cigna-HealthSpring Rx Secure 927,930 $31.33 $36.39 16

WellCare Classic 871,781 $31.46 $32.06 2

Aetna Medicare Rx Saver 668,500 $24.40 $26.22 7

First Health Part D Value Plus 602,645 $38.92 $33.91 –13
 (Coventry)
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Medicare drug plan tiers from UnitedHealthcare

PREFERRED STANDARD PREFERRED 
RETAIL  NETWORK MAIL ORDER 
30-DAY 30-DAY 90-DAY
SUPPLY SUPPLY SUPPLY

Tier One: Preferred Generics $2 copay $4 copay $0 copay

Tier Two: Nonpreferred Generics $5 copay $10 copay $5 copay

Tier Three: Preferred Brand Drugs $40 copay $45 copay $115 copay

Tier Four: Nonpreferred Brand Drugs $80 copay $85 copay $235 copay

Tier Five: Specialty Drugs 33% cost 33% cost 33% cost
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CURRENT IRMAA SURCHARGES 

FOR PARTS B AND D

2014 MAGI* MONTHLY PART B MONTHLY PART D** 
PREMIUM SURCHARGE

$85,001 to $107,000 $170.50 $12.70

$107,001 to $160,000 $243.60 $32.80

$160,001 to $214,000 $316.70 $52.80

$214,001+ $389.80 $72.90

There are separate brackets for married folks who file separate returns:

2014 MAGI* PART B PART D** 
PREMIUM SURCHARGE

$85,000 to $129,000 $316.70 $52.80

More than $129,000 $389.80 $72.90

*Double for joint tax returns

**Plus your Part D premium

AND SOMETHING NOT NICE 

TO LOOK FORWARD TO

Just to wring a bit more from those who have more, the 2015 
MACRA law will apply the higher IRMAA surcharges to more 
people, beginning in 2018:
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2016 MAGI* MONTHLY PART B MONTHLY PART D** 
PREMIUM SURCHARGE

$85,001 to $107,000 $170.50 $12.70

$107,001 to $133,500 $243.60 $32.80

$133,501 to $160,000 $316.70 $52.80

$160,001+ $389.80 $72.90

*Double for joint tax returns

**Plus your Part D premium

 



So, here is what Medicare decided to do about 2016 Part B 
in-come brackets and premiums for people not being held 
harmless. Keep in mind that your 2014 tax return usually will be 
used to deter-mine 2016 Part B premiums:

INDIVIDUAL RETURN JOINT RETURN MONTHLY PREMIUM*

$85,000 or less $170,000 or less $121.80

$85,001 to $107,000 $170,001 to $214,000 $170.50

$107,001 to $160,000 $214,001 to $320,000 $243.60

$160,001 to $214,000 $320,001 to $428,000 $316.70

Above $214,000 Above $428,000 $389.80

*per beneficiary
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10 Most Commonly Performed Procedures

PROCEDURE AVERAGE 2014 AVERAGE 2013–2014 
MEDICARE FEE OUT-OF-NETWORK CHARGE

Therapeutic exercise $33 $65

Manual therapy $31 $66

Subsequent hospital care $106 $239

Emergency room visit—high severity $176 $971

Office outpatient visit—40 minutes $147 $260

Tissue exam by pathologist $72 $227

Critical care—first hour $279 $795

Chemotherapy IV infusion—1 hour $136 $437

Ultrasonic guide for biopsy $76 $517

Upper GI endoscopy with biopsy $413 $1,062
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Extra Help Subsidy

COUNTABLE INCOME PREMIUM SUBSIDY

Up to 135% of FPL 100%

More than 135% FPL, but not more than 140% 75%

More than 140% FPL, but not more than 145% 50%

More than 145% FPL, but less than 150% 25%

150% FPL or more None
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2016 RESOURCE LIMITS 

FOR INDIVIDUALS

INDIVIDUAL’S INDIVIDUAL’S AMOUNT OF THE 
COUNTABLE COUNTABLE PREMIUM 
RESOURCES INCOME SUBSIDY

$7,280 or less At or below 135% FPL 100%

$7,280.01 to $12,140 At or below 135% FPL 100% but less help with 
copays or deductibles

$12,140 or less More than 135% of FPL,  75% 
but at or below 140%

$12,140 or less More than 140% of FPL, 50% 
but at or below 145%

$12,140 or less More than 145% of FPL, 25% 
but less than 150%

$12,140.01 or more Any amount Not eligible for subsidy

2016 RESOURCE LIMITS FOR 

MARRIED COUPLES

COUPLE’S COUPLE’S AMOUNT OF THE 
COUNTABLE COUNTABLE PREMIUM 
RESOURCES INCOME SUBSIDY

$10,930 or less At or below 135% FPL 100%

$10,930.01 to $24,250 At or below 135% FPL 100% but less help with 
copays or deductibles

$24,250 or less More than 135% of FPL,  75% 
but at or below 140%

$24,250 or less More than 140% of FPL,  50% 
but at or below 145%

$24,250 or less More than 145% of FPL, 25% 
but less than 150%

$24,250.01 or more Any amount Not eligible for subsidy
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AGE ANNUAL PER CAPITA MEDICARE SPENDING

70 $7,566

75 $9,760

80 $11,618

85 $13,466

90 $14,745

95 $15,732

100 $15,411

Traditional Medicare expenses rise with age. Here’s more from
Kaiser, based on 2011 expenses:

AGE AT DEATH ANNUAL PER CAPITA SPENDING

All $33,486

70 $42,933

75 $40,372

80 $35,794

85 $32,431

90 $26,687

95 $21,993

100 $20,318
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GLOSSARY

There are tens of thousands of terms associated with Medicare. As men-
tioned, the feds’ new medical coding and billing system introduced last 
year (ICD-10) has nearly 70,000 all by itself! Here are terms you will 
frequently encounter, drawn from knowledgeable public and private 
sources.

Administrative Law Judge
A hearings officer who presides over appeal conflicts between providers 
of services, or beneficiaries, and Medicare contractors.

Advance Beneficiary Notice of Noncoverage (ABN)
A notice that a doctor or supplier should give a Medicare beneficiary 
when furnishing an item or service for which Medicare is expected to 
deny payment. If you do not get an ABN before you get any scheduled 
service from your doctor or supplier, and Medicare does not pay for it, 
then you probably do not have to pay for it. If the doctor or supplier 
does give you an ABN that you sign before you get the service, and 
Medicare does not pay for it, then you will have to pay your doctor or 
supplier for it. ABNs apply only if you are in the Original Medicare 
plan. They do not apply if you are in a Medicare managed care plan or 
private fee-for-service plan.

Advance Coverage Decision
A decision that your Medicare Advantage (MA) plan makes on whether 
or not it will pay for a certain service.

Advance Directives
A written document stating how you want medical decisions to be 
made if you lose the ability to make them for yourself. It may include 

6P_Moeller_GWY-Medicare_AM.indd   239 7/26/16   12:51 PM



240 Glossary

a living will and a durable power of attorney for health care and can be 
supplemented with other documents, including a physician order for 
life-sustaining treatment (POLST). Some states have different names 
for these documents.

Annual Notice of Change (ANOC)
A document that MA and Part D plans must send customers each Sep-
tember to explain how their plan will change in the coming year. This is 
one of the most valuable and least-read Medicare documents.

Approved Amount
The fee Medicare sets as reasonable for a covered medical service. This 
is the amount a doctor or supplier is paid by you and Medicare for a 
service or supply. It may be less than the actual amount charged by a 
doctor or supplier. The approved amount is sometimes called the “ap-
proved charge.”

Assignment
In Original Medicare, this means a doctor agrees to accept the 
Medicare- approved amount as full payment.

Authorized Representative
An individual authorized under state or other applicable law to act on 
behalf of a beneficiary or other party involved in Medicare decisions 
and appeals. An authorized representative has all the rights and respon-
sibilities of a beneficiary. Examples of an “authorized representative” 
include a court-appointed guardian, an individual with durable power of 
attorney, and an individual designated under a state health care consent 
statute.

Balance Billing
A situation in which private fee-for-service providers (doctors or hospi-
tals) can charge and bill you more than the plan’s payment amount for 
services.

6P_Moeller_GWY-Medicare_AM.indd   240 7/26/16   12:51 PM



 Glossary 241

Beneficiary and Family Centered Care Quality Improvement Organization (BFCC-QIO)
This is a type of quality improvement organization (see also QIO) that 
reviews beneficiary complaints and quality of care for people with Medi-
care. The BFCC-QIO makes sure there is consistency in the case review 
process while taking into consideration local factors and local needs, 
including general quality of care and medical necessity.

Benefit Period
The way that Medicare measures your use of hospital and skilled nurs-
ing facility (SNF) services. A benefit period begins the day you go to a 
hospital or skilled nursing facility. The benefit period ends when you 
haven’t received any hospital care (or skilled care in a SNF) for 60 days 
in a row. If you go into the hospital or a skilled nursing facility after one 
benefit period has ended, a new benefit period begins if you are in the 
Original Medicare Plan. You must pay the inpatient hospital deductible 
for each benefit period. There is no limit to the number of benefit peri-
ods you can have.

Capitation
A specified amount of money paid to a health plan or doctor. This is 
used to cover the cost of a health plan member’s health care services for 
a certain length of time. For example, MA plans receive varying amounts 
of money from Medicare to pay for beneficiary medical expenses, keyed 
to an individual’s health condition as reflected in a personal health risk 
score.

Capped Rental Item
Medicare rules allow suppliers in some circumstances to rent durable 
equipment to beneficiaries rather than selling it to them outright. Over 
a period of time, such rented items will become the property of the ben-
eficiary. Capped rental rules can be tricky to navigate should a benefi-
ciary move from one insured location (a nursing home, for example) to 
another (back home or into a hospice program). Make sure such changes 
of venue don’t adversely affect your access to rented equipment.
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242 Glossary

Coinsurance or Copay
Your share of medical expenses covered by your Medicare plans. 
Medigap policies cover some of these costs for people with Original 
Medicare. Check with your MA or Part D plan for its schedule of such 
payments.

Conditional Payment
A payment made by Medicare for services for which another payer is 
responsible. For example, Medicare may pay health expenses you incur 
due to an auto accident but expects to be reimbursed by your auto in-
surer (or the other driver’s auto insurer if that driver was at fault in the 
accident).

Coordination of Benefits
A program that determines which plan or insurance policy will pay first 
if two health plans or insurance policies cover the same benefits. If one 
of the plans is a Medicare health plan, federal law may decide who pays 
first.

Coverage Determination
The initial decision by your Part D drug plan of whether it will cover 
a drug, how much it will charge you, and whether it will make an ex-
ception to its rules should you request a certain drug. If you disagree 
with the plan, you can initiate an appeal. The first level of Medicare’s 
five-step appeal process will be handled by your drug plan, but all other 
appeals go to outside parties.

Creditable Coverage
If you reach 65 but are still covered by an employer group plan (with 
more than 20 members) you usually do not have to sign up for Medi-
care. However, if your drug coverage is not “creditable”—meaning 
not at least as good as that offered by a typical Medicare Part D drug 
plan—you will need to get a Part D plan, which means you also need 
to get Medicare Part B and perhaps other Medicare insurance as well. 
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Employers are required to certify their drug coverage creditability each 
plan year. “Prior creditable coverage” is a phrase used to describe when a 
person’s previous health insurance justifies shortening or even eliminat-
ing a waiting period before Medigap will cover that person’s preexisting 
medical condition.

Custodial Care
Nonskilled personal care—help with activities of daily living including 
bathing, dressing, eating, getting in or out of a bed or chair, moving 
around, and using the bathroom. In nearly all cases, Medicare doesn’t 
pay for custodial care.

Deductible
The amount you must pay for health care before Medicare begins to 
pay, either for each benefit period for Part A, or each year for Part B. 
These amounts can change every year. MA plans usually have their own 
deductibles, but they cannot be higher than those required under Origi-
nal Medicare.

Determination
A decision made by a Medicare insurer or contractor to pay in full, pay 
in part, or deny a claim.

Diagnosis-Related Groups (DRGs)
Hospitals that participate in Medicare accept fixed payments for inpa-
tient hospital procedures and treatments, as specified by roughly 700 
DRG codes. These payments are the same in each DRG (adjusted for 
local economic conditions and certain hospital characteristics) regard-
less of what it actually costs the hospital to provide such care.

Donut Hole
Medicare Part D plans stop covering your drug costs after payments 
have reached a certain level each year, and then resume coverage once 
additional spending has reached a certain level. In 2016, the donut hole 
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begins at $3,310 and ends at $4,850, when catastrophic coverage kicks 
in that limits your spending to a few dollars per prescription and never 
more than 5 percent of a drug’s cost (but 5 percent of a really expensive 
drug can still set you back). Under terms of the Affordable Care Act, the 
donut hole is becoming smaller and will disappear entirely in 2020.

Drug Tiers
Part D drug plans group their covered drugs (formularies) into several 
groups, and charge different amounts and copays for drugs in different 
tiers. Tiers often start with preferred generics, generics, preferred brand 
drugs, brand drugs, and a higher tier for costly specialty medications.

Durable Medical Equipment (DME)
Medical equipment that is ordered by a doctor for use in the home. 
These items must be reusable, such as walkers, wheelchairs, or hospital 
beds. DME is paid for under both Medicare Part B and Part A for home 
health services. Unnecessary use of some types of DMEs, particularly 
power wheelchairs, has led to tightened oversight of such items. Further, 
in late 2015, the Centers for Medicare & Medicaid Services (CMS) is-
sued rules1 to create a master list of 135 other types of DME that have 
been overprescribed, and said these items would require prior authoriza-
tion before it would provide insurance coverage.

Employer Group Health Plan
People who are still working at age 65 (and their covered spouses of 
Medicare age) generally do not have to sign up for Medicare until their 
active group coverage ends, usually because they have retired. How-
ever, people who work for employers with fewer than 20 employees 
usually have to sign up for Medicare when they turn 65 because such 
small-employer plans become the secondary or backup payer of covered 
Medicare expenses at that time. For disabled workers, the employer-size 
cutoff is 100 employees.
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Enrollment Periods
Medicare has multiple and potentially confusing enrollment periods 
during which people can sign up for different types of Medicare health 
plans. These include initial enrollment periods, general enrollment peri-
ods, open enrollment periods, and special enrollment periods. Check the 
Medicare.gov website for details.

Exception
Drug plans may grant a formulary exception and approve coverage for a 
drug not on their plan formulary. They also may move a drug from one 
tier to a less expensive tier. So, don’t just give up if your plan does not 
cover the drug you need or you think it charges too much for it com-
pared with other plans.

Excess Charges
If you are in Original Medicare, this is the difference between a doctor’s 
or other health care provider’s actual charge (which may be limited by 
Medicare or the state) and the Medicare-approved payment amount.

Extra Help
This is Medicare’s low-income support program to help people pay 
their Part D drug costs.

Formulary
The list of drugs covered by a Part D prescription drug plan.

Free Look
The period, usually 30 days, during which you can use a Medigap policy 
and cancel it at no cost should you change your mind. Because Medigap 
policies are regulated at the state level, it’s a good idea to check with 
your state insurance department to see if it provides other consumer 
safeguards for Medigap policies.
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Grievance
A complaint about the way your Medicare health plan or Medicare drug 
plan is giving care. For example, you may file a grievance if you have a 
problem calling the plan or if you’re unhappy with the way a staff person 
at the plan has behaved toward you. Grievances are different from ap-
peals, which involve a plan’s refusal to properly cover (in your view) a 
service, supply, or prescription.

Guaranteed Issue Rights
Rights you have in certain situations when insurance companies are re-
quired by law to sell or offer you a Medigap policy. In these situations, 
an insurance company can’t deny you insurance coverage or place condi-
tions on a policy, must cover you for all preexisting conditions, and can’t 
charge you more for a policy because of past or present health problems.

Guaranteed Renewable
A right you have that requires your insurance company to automati-
cally renew or continue your Medigap policy, unless you make untrue 
statements to the insurance company, commit fraud, or don’t pay your 
premiums.

Health Maintenance Organizations (HMO)
A type of MA plan where a group of doctors, hospitals, and other health 
care providers agrees to give health care to Medicare beneficiaries for a 
set amount of money from Medicare every month. You usually must get 
your care from the providers in the plan.

Health Risk Scores
Medicare assigns health risk scores to beneficiaries that are used to help 
set the annual level of capitated payment that some Medicare insurers 
receive each year to provide insurance services.
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Hold Harmless Provision
A Social Security rule that may have the effect of limiting the annual 
dollar increase in the Part B premium to the dollar increase in an indi-
vidual’s Social Security benefit. Should Part B premiums rise by more 
than a person’s Social Security benefit, which usually would occur if the 
Social Security’s annual cost of living adjustment (COLA) was zero or 
small, a person held harmless would not have to pay the higher Part 
B premium. However, other Part B users who are not held harmless 
would pay a disproportionate amount of the increase. This group in-
cludes new Medicare beneficiaries, higher-income beneficiaries (see the 
entry for IRMAA), and people on Medicare who have not yet begun 
taking Social Security.

Hospice
Hospice provides care to people who are terminally ill, including respite 
care for family caregivers. It includes physical care and counseling. Hos-
pice care is covered under Medicare Part A hospital insurance.

Independent Review Entity (IRE)
This is the firm hired by Medicare to handle the second level of the ap-
peals process for Medicare Advantage plans and Part D drug plans.

IRMAA (Income-Related Monthly Adjustment Amounts)
People with higher incomes must pay higher premiums for Part B and 
Part D insurance. These amounts change each year. IRMAA brackets 
and amounts for 2016 may be found in Chapter 9. It takes Social Secu-
rity two years to use your tax return as the basis for any IRMAA charges. 
In 2017, for example, IRMAA surcharges will be based on your 2015 
federal tax return.

Long-Term Care (LTC)
Custodial care in a facility or the patient’s home. Medicare does not 
cover long-term care.
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Medically Necessary
This is a common requirement before Medicare will cover health ser-
vices, treatments, and equipment. The definition of what’s medically 
necessary is not arbitrary but must conform to medical standards where 
you live.

Medicare Administrative Contractor (MAC)
Medicare hires companies as regional or national contractors to manage 
Original Medicare and its durable medical equipment program. There 
also are contractors who handle beneficiary appeals for Medicare Advan-
tage and Part D drug plans.

Medicare Savings Programs
These are Medicare assistance programs for low-income persons that 
will help pay some or even all out-of-pocket Medicare expenses.

Medicare Special Needs Plan (SNP)
This is a type of MA plan that provides more focused and specialized 
health care for specific groups of people, including those who have both 
Medicare and Medicaid, live in a nursing home, or have certain chronic 
medical conditions.

Medicare Summary Notice (MSN)
A notice you get after your doctor or provider files a claim for Part A 
and Part B services in Original Medicare. It explains what the provider 
billed, the Medicare-approved amount, how much Medicare paid, and 
what you must pay. It also provides instructions to help you appeal deci-
sions you think are wrong.

Medicare Supplement Insurance
Another name for Medigap policies.
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NCDs and LCDs
Medicare and its contractors around the country can issue national 
coverage determinations (NCDs) and local coverage determinations 
(LCDs) that govern coverage of medical services and devices. Some-
times, the same service is not covered the same way around the country 
due to LCDs.

Optional Supplemental Benefits
Some MA and Medigap plans cover health services not covered by 
Original Medicare, and usually will charge you additional amounts for 
such coverage. Examples include dental and vision insurance, and health 
coverage during foreign travel.

Out-of-Network Benefit
An out-of-network benefit provides a beneficiary with the option to 
access plan services outside of a Medicare plan’s contracted network 
of providers. In some cases, a beneficiary’s out-of-pocket costs may be 
higher for an out-of-network benefit.

Preferred Pharmacies
Increasingly, Medicare drug plans use proprietary pharmacy networks 
that charge less money than out-of-network pharmacies.

Preferred Provider Organization (PPO) Plan
A type of MA plan in which you use doctors, hospitals, and providers 
that belong to that plan’s network. You can use doctors, hospitals, and 
providers outside of the network for an additional cost.

Private Fee-for-Service Plan
A type of MA plan in which you may go to any Medicare-approved 
doctor or hospital that accepts the plan’s payment. The insurance plan, 
rather than the Medicare program, decides how much it will pay and 
what you will pay for the services you get. You may pay more or less for 
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Medicare-covered benefits. You may have extra benefits Original Medi-
care doesn’t cover.

Prospective Payment System
A method of reimbursement in which Medicare payment is made based 
on a predetermined, fixed amount. The payment amount for a particular 
service is derived based on the classification system of that service (for 
example, diagnosis-related groups, or DRGs, for inpatient hospital ser-
vices). CMS usually sets new prospective payment levels each year for 
different providers. Different types of care facilities have their own PPS 
reimbursement rules.

Qualified Independent Contractor (QIC)
An entity that has a contract with CMS to review appeals following a 
redetermination by a Medicare Administrative Contractor and recon-
siderations issued by Quality Improvement Organizations. QICs issue 
reconsiderations and represent level two within the five-level Medicare 
appeals process.

Quality Improvement Organization (QIO)
An entity that has a contract with CMS to monitor the appropriateness, 
effectiveness, and quality of care furnished to Medicare beneficiaries. 
QIO makes determinations as to whether the services provided were 
medically necessary and respond to beneficiary complaints about the 
quality of care provided.

Reconsideration
The decision made in the second level of the Medicare appeals process. 
A reconsideration consists of an independent on-the-record review of 
an initial determination, including the redetermination and all issues re-
lated to payment of the claim. A reconsideration is conducted by a QIC 
under Medicare Parts A and B and an Independent Review Entity under 
Parts C and D.
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Respite Care
Medicare will cover certain temporary or periodic care provided by fam-
ily members so that the usual caregiver can take some time off.

Step Therapy
Some Part D drug plans will require you to take a less expensive drug 
and demonstrate that it’s not effective before approving coverage for a 
more expensive medication. Again, file an Exception Request if you and 
your doctor think step therapy could threaten your health.

Supplementary Medical Insurance
This is the formal name for Part B of Medicare, which pays a share of 
covered expenses involving doctors, outpatient services, and durable 
medical equipment. Do not confuse it with Supplemental Medicare 
Insurance (Medigap).

TRICARE and TRICARE for Life
Medical coverage for current and retired uniformed service members 
and their families.
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