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Health Insurance: Navigating Traps and Gaps

“Maura Carley has written an important book for anyone who has to navi-
gate our nation’s fractured, fragmented, inadequate health insurance sys-
tem. Case studies, drawn from years of experience helping individuals and 
families, provide insight into how these defects can affect us. No one will 
emerge from reading this book without a deepened understanding of how 
today’s insurance model leaves us vulnerable to tragic medical and economic 
consequences.”
David M. Lawrence
Chairman and CEO (retired)
Kaiser Foundation Health Plan and Kaiser Foundation Hospitals, Inc.
San Francisco Bay Area, California

“Today we are faced with new, convoluted health care laws and ever-chang-
ing health insurance plans, eligibility and enrollment rules. Making the best 
choice is akin to finding the proverbial needle in a haystack. The good news is 
that help is here—Maura Carley’s book, Health Insurance: Navigating Traps 
& Gaps, is a must-read as a reference and to inspire you to take action to pro-
tect your family’s savings, medical coverage and peace of mind.”
Peggy Fleming Jenkins (and husband Greg Jenkins, M.D.)
Olympic Gold Medalist in Figure Skating 
San Francisco Bay Area, California

“There is no clearer explanation of how Medicare works than Health Insur-
ance: Navigating Traps & Gaps by Maura Carley. Every person going onto 
Medicare should read it and every person on Medicare should read it. 
Throughout the years Maura Carley and her colleagues at Healthcare Navi-
gation have always given me and my family terrific advice regarding my 
choices in health care. In Health Insurance: Navigating Traps & Gaps Ms. 
Carley also explains that in addition to understanding Medicare it is imper-
ative that you understand your retiree medical benefits and how they can 
change or even be eliminated. Read this book.”
Peter Gogolak
Former Professional Football Player
Sales Director, R.R.Donnelley & Sons Co.
Darien, Connecticut



“I have known Maura Carley for years. When I retained her firm, Healthcare 
Navigation, they handled a burdensome situation with remarkable effective-
ness and results. If you need to understand healthcare coverage, read Health 
Insurance: Navigating Traps & Gaps.” 
Susan Whiting
Media Executive
Chicago, Illinois

“I have built several companies and always made sure that I had excellent 
healthcare coverage. When I sold my last company, I was faced with a tran-
sition to Medicare. This was a traumatic, processing nightmare. Medicare 
choices used to be simple, but not any more. I received invaluable expert 
advice and guidance from Maura Carley and her staff at Healthcare Naviga-
tion and I recommend that anyone dealing with healthcare decisions espe-
cially Medicare, read Health Insurance: Navigating Traps & Gaps.”
Irene Cohen
Partner, Cohen and Miners
Co-Founder, FlexCorp Systems, LLC
Westport, Connecticut

“My husband and I have been clients of Healthcare Navigation for years. 
Our primary insurance coverage is through my husband’s firm which is 
based in Bermuda. We were delighted when our financial advisors referred 
us to a firm that had the expertise to handle foreign claims. Plus, they are 
always there for us. Their wealth of knowledge is now available in Maura’s 
book Health Insurance: Navigating Traps & Gaps. Maura’s made a difficult 
topic extremely reader-friendly and I strongly recommend you read it.”
Jean Hamilton Pearman (and husband Richard S.L. Pearman)
Paget, Bermuda

“I was stunned when my wife and I were denied insurance and truly flab-
bergasted when my infant granddaughter was also denied insurance. 
Fortunately I was referred to Healthcare Navigation and they resolved our 
problems. They are the experts. Now Maura Carley has written Health 
Insurance: Navigating Traps & Gaps. If you want to protect your family and 
learn about our broken healthcare system, read Maura’s book.”
Mr. Richard F. Timmins (and wife Bonnie Timmins)
Vice President, Finance (retired)
Cisco Systems
Austin, Texas

“When my insurance was abruptly and inexplicably terminated, Maura 
Carley and her staff overcame every obstacle to get my coverage re-instated. 
Their work was masterful. If you need guidance, you must read Maura’s 
book, Health Insurance: Navigating Traps & Gaps, or better yet, call her.”
Nancy J. Brown
Darien, Connecticut and Sarasota, Florida

“Maura Carley and her staff at Healthcare Navigation have taken care of 
three generations of our family for many years. Knowing we can call for help 
at any time is invaluable. Now their knowledge and experience is available 
in Health Insurance: Navigating Traps & Gaps. This is an essential book for 
anyone trying to navigate our healthcare system. Read it.”
Mr. and Mrs. Richard G. Woolworth
Lititz, Pennsylvania and Hobe Sound, Florida 

“I read about Healthcare Navigation in the Wall Street Journal. That was a 
lucky find. They helped my wife and me with several coverage transitions 
including relocation. I had no idea the extent to which moving affects your 
health insurance and the bureaucratic headaches one can face. The next best 
thing to Healthcare Navigation’s skillful support is Maura Carley’s book, 
Health Insurance: Navigating Traps & Gaps. I recommend you read it.”
Mr. Walter S. Bearden (and wife Noel Bowden Bearden)
Nashville, Tennessee



“Maura Carley and her staff have helped my family with every type of cover-
age transition—from group to individual coverage, from group to Medicare, 
and then back to group again. Having skilled professionals to rely on brought 
us great peace of mind. If you’re facing a transition alone, you definitely need 
Maura’s book, Health Insurance: Navigating Traps & Gaps.” 
Pegeen Rubinstein
Corporate Executive
Westport, Connecticut

“Healthcare Navigation was an important part of my support team that 
helped me with the challenge of recovering from pancreatic cancer. They 
were there at every step of the way during my illness. I don’t know what 
I would have done without them. I handed-off much of the burden I was 
dealing with to their skilled staff. If you’re going it alone, I highly recom-
mend you read Health Insurance: Navigating Traps & Gaps.”
Ann Kusumoto
Durham, North Carolina

“Maura Carley’s firm, Healthcare Navigation, is an indispensable part of my 
family’s (three generations) life. Now, through her book, Health Insurance: 
Navigating Traps & Gaps, she can also be an indispensable part of yours.”
Alexandra Lebenthal
President & CEO
Alexandra and James
New York, New York

“When I retired from my financial advisory firm, my wife and I had ample 
time to plan our transition onto Medicare which we assumed would be 
straightforward. After all, I had dealt with complex financial matters on 
behalf of clients for years and my wife had worked in healthcare. Instead we 
found ourselves lost in the alphabet soup, acronyms, and terms which deal-
ing with Medicare entails. We received expert guidance from Healthcare 
Navigation and are delighted that Maura Carley has written a book that 
can help others manage their transition to Medicare.” 
Michael L. Stein (and wife Judith Rhinestine)
Principal (retired)
Brownson, Rhemus and Foxworth, Inc.
Chicago, Illinois

“Maura Carley’s book, Health Insurance: Navigating Traps & Gaps is an 
indispensable guide to the arcane world of health insurance. The most pre-
cious asset anyone has is good health. Biomedical research is accelerating and 
remarkable new treatments are being developed but without understanding 
how to maintain proper health insurance, those treatments may be beyond 
reach. Maura Carley has spent most of her career understanding the com-
plexities, technicalities and irrationalities of health insurance. Her book is 
full of wisdom that comes from decades of practical experience. Obtaining 
the right health insurance is critically important and Carley’s book is the best 
source of information on that vital topic.” 
Leslie D. Michelson
Chairman and Chief Executive Officer
Private Health Management
Los Angeles, California

“Maura Carley’s enlightening book, Health Insurance: Navigating Traps & 
Gaps, should be in the horror section of the bookstore. These real-life sto-
ries tell the chilling tales of coverage gaps and insurance disputes that kept 
patients in a perpetual state of pain. As a private Emergency Medicine phy-
sician, I want my clients’ pain and heartache to heal ASAP. It’s troubling to 
think that medical insurance coverage, or lack of it, can extend this heartache. 
Maura has helped many of my clients avoid or recover from such events. In 
Health Insurance: Navigating Traps & Gaps, she offers clear and common 
sense steps that would benefit anyone, particularly in the dynamic time of 
shifting healthcare policies.” 
Chris Sidford, M.D.
Founder and Medical Director
Black Bag
Newburyport, Massachusetts

“Maura Carley is one of the most insightful people I know on the subject of 
understanding the complexity of health insurance. She is the preeminent 
thought leader on the subject. Carley’s book, Health Insurance: Navigating 
Traps & Gaps offers solutions for all who try to understand a system that 
often defies reason. This book will become a classic for everyone looking to 
protect themselves and their families. It is a must-read.”
Rick Miners 
Co-Founder, FlexCorp Systems, LLC 
and Author, Don’t Retire, REWIRE!
New York, New York
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F O R E W O R D

Most people understand that when dealing with serious illness 
or injury, they must be concerned about their healthcare 
coverage. However, many don’t appreciate the potentially 
devastating traps and gaps related to a change in coverage. 

Less comprehensive or less desirable coverage resulting from any of the fol-
lowing transitions can be devastating:
•  Turning 26 and aging off a parent’s Plan
•  Divorce
•  Job loss or job change
•  Retirement or spouse’s retirement
•  Moving
•  Company acquisition
•  Death of a spouse

Becoming eligible for Medicare can often improve one’s coverage pro-
tection. However, Medicare is complex and there are also traps and gaps 
associated with not handling enrollment properly, or making poor decisions 
regarding secondary or drug coverage.

I have seen so much heartache, much of which might have been avoided, 
or at least lessened, had people going through a healthcare coverage transi-
tion only been better informed. Americans are often ignorant about health 
insurance issues because most of us have coverage through a job and don’t 
learn about coverage because our employer is managing the process for us. 
Everyone with health insurance of any kind needs to be knowledgeable about 

health insurance matters. Serious illness can be tragic; but not understand-
ing if your coverage will protect you can also be tragic. That is why I wrote 
this book. I want to share our firm’s collective knowledge and experience to 
help you protect yourself and your family.

My objectives for all readers are as follows:
•   Strive to maintain good medical coverage without a gap  

throughout your entire life
•   Know enough about medical insurance to understand  

how you are or are not protected
•   Develop a preliminary “Coverage Plan” that includes steps you  

will take should you face an abrupt loss of or change in coverage
•  Be wary of the dysfunction of our healthcare system 

If certain provisions in The Patient Protection and Affordable Care Act 
of 2010, sometimes referred to as “healthcare reform,” “Obamacare,” or “ACA” 
are implemented in 2014, additional coverage options may be provided for 
many Americans. Those options, however, may not be the best alternative 
for you or your family. All coverage options should be considered when 
facing a transition because you should have the best coverage protection 
possible, consistent with your priorities and values and what you can afford. 

Because I mention time and again that healthcare coverage issues are 
ever-changing, some details in this book may be out-of-date as soon as it’s 
printed. However, the concepts will not go out-of-date. Healthcare cover-
age is not all the same and never will be. Far from it, coverage is increasingly 
complex. It’s more important than ever to understand these issues because 
the lack of good healthcare coverage protection can be both financially and 
emotionally devastating.

Many source materials in the book are actual documents or excerpts from 
actual documents. This is not meant to criticize any company or organiza-
tion mentioned. Very simply, facts are compelling. Case Studies are provided 
throughout to exemplify coverage transition traps and gaps. These are actual 
client stories. The names have been changed for all but Luci Watson’s family 
who wanted their story told. Although other individuals cannot be identi-
fied, their situations are quite real. Many will make you gasp.

Maura Carley
Darien, Connecticut
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N AV I G AT I N G  T R A P S  A N D  G A P S

Clueless about Coverage

Over the years I have spoken to many people about healthcare 
concepts and terms and have observed their eyes glaze over 
even when the matter at hand was of critical importance to 
them. As a result, before providing the background informa-

tion you’ll need to understand some of the relevant issues, I am presenting 
five case examples. 

Each of the first four case examples is a horrific story illustrating dif-
ferent traps and gaps associated with healthcare coverage transitions. The 
fifth story is a tragedy of a different sort; a tragedy due to serious illness 
but important because it illustrates a healthcare coverage situation that was 
vastly improved by relocating from one state to another and qualifying for 
superior healthcare coverage as a resident of the new state.

I hope these stories will help you become engaged. 
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Involuntary Job Loss

Mr. and Mrs. Robert Peters lived in a Connecticut suburb. Mr. 
Peters was an engineer and Mrs. Peters was a stay-at-home mom 
raising her children and now helping her children with their chil-
dren. Mr. Peters’ employers had provided good group healthcare 
coverage throughout their lives. While in his 50s, the firm Mr. Peters 
worked for had a reduction in force and Mr. Peters lost his posi-
tion. He thought that with his experience he would be re-employed 
quickly. Mr. Peters maintained healthcare coverage for himself and 
his wife by taking COBRA (temporary extension of group cover-
age) to bridge the transition to a new job and new group coverage. 
Within months, however, the engineering firm declared bankruptcy 
and terminated group coverage. Although the individual pays for 
COBRA coverage, COBRA is always tied to an active employer or 
union group. When there is no group, there is no COBRA coverage 
either, so Mr. and Mrs. Peters lost their group coverage. 

Given that Mr. Peters had been unemployed for a while, the 
most affordable insurance option for them was in the private, indi-
vidual insurance marketplace, which in their state would only be 
granted based on good health. The couple applied for individual 
coverage and, fortunately, was accepted. Later, their insurance com-
pany, Mutual of Omaha, decided to vacate the individual insurance 
marketplace in Connecticut, so all individuals covered through the 
insurer were dropped and had to shop for new coverage. By that 
time, Mr. Peters had developed serious cardiovascular disease and 
because of this pre-existing condition could not be approved for cov-
erage in the individual, private insurance marketplace. Mrs. Peters 
was able to obtain comprehensive coverage because she remained 
in good health. 

At this point since he had also been unemployed for some time, 
Mr. Peters felt they couldn’t afford coverage through the state’s high 
risk pool, Connecticut’s Health Reinsurance Association, even 
though he could qualify for it. After all, based on his age he was in 
the most expensive category of individuals seeking this coverage. 
In 2011, the monthly premium for a man in his 60s was $1,829.01. 

Mr. Peters could qualify for a very limited benefit Plan through 
AARP so he bought it thinking some protection was better than 
none. Mr. Peters’ health tragically deteriorated and after a lengthy 
illness, he died. Even after the AARP policy had paid what it should 
have, Mr. Peters’ rather modest estate still owed a six figure amount 
to the local hospital, St. Vincent’s Medical Center, and owed thou-
sands of dollars to various doctors. We worked with Mrs. Peters 
and her attorneys on a settlement agreement with the Hospital. In 
essence, the Hospital discounted its charges and Mrs. Peters agreed 
to a multi-year payment plan. 

The most frightening part of this story is that Mr. and Mrs. Peters did 
everything right—everything they should have. They were never cavalier 
or reckless. Nevertheless, they were trapped. Mr. Peters lived in a state 
where he could have purchased a policy in spite of pre-existing conditions. 
That insurance coverage was so expensive, however, that it was essentially 
unavailable to him. Mr. and Mrs. Peters had hoped that his health could 
hold out until 65 when he would have been eligible for Medicare but that 
didn’t happen. Instead, Mrs. Peters faced years of medical payments that 
she really could not afford.

Moving Associated with Promotion 

Mr. and Mrs. Richard Stevens were employed professionals in 
their 40s. Mr. Stevens worked for a large furniture retailer; his wife 
Sharon, worked for a small, local non-profit organization. Through 
Richard’s company they had excellent healthcare coverage from a 
Preferred Provider Organization with out-of-network benefits.

Mr. Stevens was promoted to a position in a neighboring state 
but Sharon continued in her job, commuting back and forth. Their 
new coverage was with a Health Plan in the new state. They expe-
rienced a lengthy delay in getting new identification cards and an 
even longer delay receiving Plan materials. After finally receiving 
identification cards, Mrs. Stevens arranged time off from work, 
selected a physician, and had a physical examination. Mrs. Stevens 
had a questionable mammogram and ultimately breast cancer was 
diagnosed. Mrs. Stevens had chemotherapy and multiple surgeries 
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in the state where she was working rather than the neighboring state 
where her husband’s new position was located. All her care was 
denied by the Health Plan. We worked with the Stevens for many 
months to resolve this lengthy dispute. Not only was information 
about the Plan not provided timely to the Stevens, once received 
the information was also extremely confusing. Although the Plan 
functioned like a Health Maintenance Organization (HMO), a 
Plan with a limited network, the language in Plan materials was 
inscrutable. The following excerpt is from one of my appeal letters:

I have read the entire Health Plan Blue Care Certificate of Coverage 
and find no reference to an HMO. Again, the term “HMO” is not in 
the 64 page booklet. In fact, the sections on non-participating providers, 
the Blue Card Program, and the references to out-of-state providers who 
participate with Blue Cross and Blue Shield Plans, would lead anyone 
to believe this is an open panel Plan with a gatekeeper.

Even more frightening, the two oncologists (and only two) 
available to Mrs. Stevens through her HMO had questionable 
backgrounds. The senior oncologist had surrendered privileges to 
practice in New York and also surrendered hospital privileges at 
a local hospital due to charges of professional misconduct associ-
ated with narcotics abuse. His junior partner didn’t have such an 
unseemly background but was not even board-eligible in oncology 
because he had never become board certified in internal medicine. 
These two were partners and the only participating oncologists in 
the local Health Plan.

We won the appeal against the Health Plan but it was a long, pro-
tracted, laborious battle which ironically would never have happened had 
Mr. Stevens not been promoted to his new position. The traps in this case 
were numerous—a delay in benefit materials being forwarded, the materials 
themselves being terribly misleading with blatantly incorrect information 
printed on the Plan identification cards, leading anyone to believe they had 
out-of-network benefits with access to a national network. Even though the 
employee had no control over any of these issues, the employee’s wife was 
left to fend for herself when care was denied. In this particular situation the 
employer could have been far more helpful but didn’t intervene or assist in 
any meaningful way.

Exhausting COBRA  

and Becoming Uninsured

Early in his career, Stuart Burns held several positions of increasing 
responsibility in corporate America. In his mid-30s he decided to 
head out on his own and became a self-employed consultant work-
ing for a number of different companies. He also had gone through 
a divorce and exercised his right to stay on his former wife’s Plan 
through COBRA (temporary extension of group coverage) for three 
years. Mr. Burns didn’t receive any significant healthcare services 
while on COBRA. When COBRA ended he intended to research 
his coverage options but he just didn’t get to it. As a result, Mr. 
Burns was uninsured. 

One January during a business lunch in New Jersey he had a 
massive aneurysm and was taken to a local medical center. During 
his first two months in the hospital, charges from the hospital and 
all physicians approached $600,000.00. Mr. Burns needed inpatient 
rehabilitation after hospitalization and a great deal of care after that. 
Since Mr. Burns did not have insurance at that time, the hospital 
charges were vastly higher than what insured people normally pay. 
One’s only financial protection in healthcare today is to receive care 
within a network for which rates have been negotiated. If you are 
out-of-network or uninsured, you have no financial protection 
and your provider, hospital, doctor or other, can charge what they 
choose, reasonable or not. 

The hospital and doctors who cared for Mr. Burns saved his life. He 
was the first to say so. The medical and hospital bills, however, were stag-
gering. It was our job to help broker reasonable settlements. The hospi-
tal’s original bill to Mr. Burns was over half-a-million dollars. The hospital 
ultimately discounted its original charges by 75%, accepting $139,000.00. 
Why would the hospital have initially charged so much? The uninsured are 
often charged vastly higher rates because they don’t have the protection of 
an insurer and an insurer’s network.

Although the hospital agreed to much lower charges, Mr. Burns paid 
dearly for not obtaining health insurance after his COBRA coverage expired.
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Death of a Spouse

On a late afternoon the Friday before a Labor Day weekend, I left 
work early to play tennis with friends. As I left the court, I met 
another friend, David Watson, and we talked. I had just dropped 
off three of our children at college, including our younger daugh-
ters, Lisa and Meg, who were just starting their freshman year. 
David and his wife, Luci, had just dropped off their son, Jamie, who 
was also starting his freshman year. Our children had known each 
other since grade school. Older siblings, Eileen Carley and Taylor 
Watson, were also the same age and friends. David and I talked 
about our first week as “empty nesters” and David reminded me, 
“There will be life after children.” 

The following Sunday afternoon, David suffered a massive coro-
nary while riding his bike in town and died. He left a new widow 
and two college age children behind. It was an unspeakable loss.

Later that month, another friend, Tricia Daigle, David’s insur-
ance broker called me. Until then I hadn’t known that David had 
healthcare coverage as a sole proprietor or self-employed individual. 
Tricia had been in touch with David’s insurer, ConnectiCare, and 
their position was that David’s group of one expired when he died 
and therefore Luci’s and her children’s coverage would terminate 
at the end of the month or in a few days. 

Having just experienced the sudden and totally unexpected death 
of her husband, it was a horrible time to discuss healthcare cover-
age with Luci but we had to. Tricia and I advised her we should 
challenge ConnectiCare in order to buy time. After all, even though 
David had died, the business had to have a wind-down period and 
our position was that she had stepped in to run the business full 
time. Nevertheless on October 3, Tricia received a letter shown on 
page 24 in its entirety but quoted below, retroactively terminating 
the family’s coverage as of September 30.

Letter dated September 30, 2005 and received by broker October 
3, 2005

Dear Patricia: I am responding to your question regarding continua-
tion of coverage for the spouse and child of the deceased employee in a 

one-life group. Since the decedent was the only employee covered under 
the group, then the group ceased to exist when he died. COBRA is a 
continuation of benefits under a group policy that continues in force 
so COBRA is not available where there is no group policy to continue 
benefits from… Termination will be September 30 and October pre-
mium will be returned. Since our group policies have no conversion 
feature, there is no conversion to an individual Plan available. I have 
mailed a ConnectiCare Solo enrollment kit to Luci Watson in case 
she would like to consider applying. However, please advise client that 
it will be medically underwritten and coverage is not guaranteed issue.

At that point, neither Tricia nor I had dealt with a situation 
where coverage was terminated so abruptly. There was no oppor-
tunity for Luci and her children to apply for other coverage to be 
effective October 1. After maintaining coverage their entire lives 
they were uninsured.

Tricia and I collaborated and our firm filed complaints with the 
Attorney General’s Office and through the Insurance Department. 
Our work led ConnectiCare to extend coverage to the family for one 
additional month. However, our efforts to extend coverage while 
Luci worked in the business to bring it to closure were unsuccessful.

We had to act quickly so that new coverage would be in force 
for November 1. Fortunately, everyone in the family was healthy. 
Tricia and I discussed options and Anthem Blue Cross and Blue 
Shield looked attractive but it made much more sense for all three 
Watsons to apply for coverage as individuals rather than as a family. 
Connecticut, like most states has “age-rated” premiums so premiums 
are lower for young, healthy people. Also, there was no “parent and 
children” rate at the time and if Luci had applied for family cover-
age, the family premium would have been based on her age and 
far more expensive than the three individual premiums combined.

The applications for Taylor (daughter) and Jamie (son) Watson 
flew through the approval process. Unfortunately, feedback Tricia 
Daigle, the broker, received from the Anthem underwriting depart-
ment was that Luci’s application was being held up for further 
review since she had attended grief counseling sessions after David 
had died. We collaborated with the broker to intensify our efforts 
to inform the insurer that Luci’s grief therapy was related to her 
husband’s recent tragic and sudden death and was not an indication 
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of underlying chronic mental illness. Needless to say, we also threat-
ened them with appeals, potential litigation and ugly public relations 
activities should they consider denying coverage for this otherwise 
healthy widow. Luci’s coverage was approved. 

Sole proprietor coverage can be a very good option for many people. 
In a situation where the sole proprietor suddenly dies, however, the lack of 
any COBRA protection can lead to ruthlessly abrupt termination of cov-
erage for any dependents. You can’t rely on an insurer to make an excep-
tion. Anyone with sole proprietor coverage for a spouse or family needs to 
understand this risk.

Moving to a Different State

Joanne Yamamoto was a self-employed consultant in Los Angeles 
who had purchased her own individual insurance policy years ago. 
She assumed the insurance would provide good protection. After 
all, it wasn’t cheap. In fact, in 2009 the policy premium was $514.92 
per month. At age 60, Joanne was diagnosed with aggressive can-
cer and learned that the policy for which she’d paid so dearly actu-
ally had many payment limitations. During one 12 day admission 
to UCLA Medical Center, room and board charges were about 
$4,000.00/day but her insurance had a payment limit of $400.00/
day. Even though she had insurance, hospital staff once counseled 
her on how to discharge herself, against medical advice, because she 
couldn’t immediately pay the large balance due on her hospital bill. 
Over time, Joanne ended up with six figure bills from hospitals and 
doctors.

Joanne couldn’t obtain other coverage. There was no sole pro-
prietor coverage in California and she couldn’t qualify for better 
individual coverage now that she had such serious illness. She was 
ineligible to apply to the California Major Risk Medical Insurance 
program, California’s Program for people who cannot get private 
individual insurance due to pre-existing conditions. According 
to the Program’s rules, you aren’t eligible for that coverage if you 
already have coverage, even if your existing coverage isn’t very good.

ConnectiCare response to broker stating 
no COBRA extension provided to surviving 
family members after death of husband.
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Over time, due to her illness, Joanne was unable to continue the level 
of consulting activity she had in the past so her financial situation had 
become grim. Because she couldn’t afford to remain in Los Angeles, she 
moved across the country to live with a friend in North Carolina. In 2009, 
North Carolina established a High Risk Pool Program for residents. Once 
Joanne had established residency in North Carolina, she was eligible for 
coverage through this program which allowed her to give up the rather 
limited coverage she had. She received outstanding care at Duke Medical 
Center and had extremely comprehensive coverage protection. 

Do I have your attention? I hope so. 

MORE ON CLUELESS ABOUT COVERAGE…
In spite of all the turmoil and change in the healthcare field, the majority 
of Americans do enjoy good healthcare coverage. Most Americans are cov-
ered through a group such as an employer or union and 47 million more 
are on Medicare. Coverage through a larger employer is typically the most 
sought after. That coverage can be heavily subsidized for all family mem-
bers and with enough tenure, many large companies offer medical coverage 
after retirement. 

In many ways, good coverage through an employer or union is both a bless-
ing and a curse—a blessing because the coverage is often heavily subsidized 
by the group; a curse because as long as someone else, like an employer, is 
managing these matters for us, we tend to remain clueless about coverage 
and its cost. We are, in a very real sense, “coverage illiterate.” Also, most of 
us don’t control whether or not we remain employed. Employers of all sizes 
continue to look to reduce staff and outsource work, putting us at risk of 
losing our healthcare coverage. Most laid off employees have a temporary 
safety net through COBRA (paying for group coverage yourself ) but COBRA 
can be shockingly expensive. 

Many of the transitions that affect medical coverage are extremely pain-
ful—job loss, divorce and death of a spouse. We are preoccupied with the 
very event causing the transition so find it difficult to devote the energy 
necessary to planning a coverage transition. Ironically, other coverage tran-
sitions are exceedingly joyous—moving to a part of the country you always 
wanted to live in or retirement after a long, productive career. Sometimes 
even the most joyous transitions can be associated with insurance traps 
because state insurance environments vary so widely. Again, regardless of 
your circumstance, thoughtful, strategic planning and thorough research 

for every affected family member are highly recommended when facing a 
coverage transition. 

BIRTH—THE FIRST COVERAGE TRANSITION
If you understand insurance you realize that birth is the first coverage tran-
sition. Newborns are eligible for temporary coverage when they are born as 
long as a parent has coverage but newborn children must be enrolled in a 
Plan for ongoing coverage. Hence, there are potential traps associated with 
our entry into the world and onto coverage. An enrollment form must be 
filled out properly and provided timely to either a benefits person, or broker 
or insurer—someone who adds the child to the policy. When this doesn’t 
happen, claims can be denied. Often neither parent has thought about this 
very practical issue. At the other end of the age spectrum, Medicare enroll-
ment has its own set of traps.

ELIGIBILITY AND ENROLLMENT
Two critical issues to understand in dealing with any type of insurance 
are eligibility and enrollment. When people run afoul of either or both of 
these issues, coverage may not be in effect. In the above example, a newborn 
infant of a parent with coverage is eligible for coverage. The trap comes 
when a parent does not properly enroll the child. Divorce is a particularly 
problematic transition. A divorced spouse is never eligible for coverage as 
a dependent but it is the responsibility of the subscriber or insured, often 
the ex-husband, to inform the employer of the divorce. As you can imagine, 
there can be a lack of good will left between two individuals at the end of a 
divorce process and proper notification can be problematic. 

Medicare enrollment issues have also become increasingly complex. As 
a result, one may be eligible for Medicare but not have followed enrollment 
rules properly.

You must be eligible and enrolled  
to be entitled to health insurance benefits.
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Whatever the circumstance in facing a coverage transition, the stakes are 
high. In a different era, coverage transitions weren’t so perilous because both 
premiums and medical services cost relatively less. Years ago, even if you lost 
your group coverage, insurers generally offered you the option of convert-
ing to an individual policy and you could afford it! Even if you didn’t have 
good coverage and had larger out-of-pocket costs, you could likely afford 
to pay for medical services. Imagine that. The world has changed. In today’s 
environment, the cost of healthcare and healthcare coverage is a burden that 
causes much of the dysfunction described in this book. 

In later chapters you will read about one client’s $800,000.00 hospital bill 
ultimately reduced to (a mere) $500,000.00 after Medicare was exhausted, 
but still a staggering blow to the family. You have already read about one 
client who failed to obtain insurance after his COBRA ran out, incurring 
a $519,282.00 hospital bill in two months. The bill was ultimately reduced 
to $139,463.00, still a substantial sum for most of us. Back in 2001 we dealt 
with our first $1+ million hospital bill. This was a one-year-old baby taken 
to an in-network hospital emergency room due to a brain tumor and referred 
immediately by the pediatric neurologist to a university hospital deemed 
out-of-network. 

I hope these figures grab your attention.
But let’s talk about what should have been a minor matter—my hus-

band’s recent routine lab work done as part of his annual physical exam. 
The lab work was done at the local hospital which did not have his insur-
ance information. Hospital charges for the lab work were $2,198.50 as you 
can see from the CIGNA explanation of benefit form on the opposite page. 
The Hospital thought my husband was uninsured so offered an uninsured 
patient discount bringing charges down to $1,319.10. The Hospital is actu-
ally in-network with my husband’s insurer, so after I provided insurance 
information, payment in full was reduced to $90.78. My husband owed 
nothing. Have you followed me? The Hospital was seeking $1,319.10 from the 
uninsured or out-of-network patient in this scenario and claiming to extend 
a generous discount from their initial charges of $2,198.50. In actuality, the 
negotiated rate for payment in full was $90.78 from CIGNA. 

Does it make any sense that hospital charges were 24 times the negotiated 
rate accepted as payment in full? Does it make any sense that the Hospital 
offered a “discount” off charges that were 14 times what CIGNA paid? No, it 
doesn’t but that is the United States healthcare system. The likely hospital 
response to a question about the high charges would be that the Hospital 
is forced to accept low payment rates from Medicare and Medicaid and 

CIGNA explanation of benefit statement 
showing $2198.50 In clinical laboratory 
charges paid in full for $90.78.
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provide a great deal of charity care for which they receive no payment. This 
is true. Hospital executives are well aware of our broken payment system. 

Fortunately, my husband works for a large company that has the eco-
nomic clout to negotiate favorable payment rates. But the question for all 
of us with good coverage is this: what are our options should we lose that 
good coverage? Many people suddenly become vulnerable by not realizing 
that during a coverage transition they can be exposed to substantial risks 
that they don’t completely understand. 

SHOPPING FOR COVERAGE ON YOUR OWN— 
BEWARE OF TRAPS
The most difficult situations often arise when someone shops for coverage 
on their own for the first time. A wide variety of events put individuals in 
that position. Since the federal health reform legislation, or ACA, turning 26 
is one of them. Prior to ACA, turning 19 or discontinuing full-time student 
status triggered the end of coverage and a transition from a family’s Plan.

In addition to turning 26, there are many other changes that can force 
a coverage transition. They include divorce, moving, job loss, death of a 
spouse, retirement, a spouse’s retirement, your company being acquired, or 
exhausting COBRA benefits (a temporary extension of group benefits at 
the individual’s expense).

People shopping for individual coverage for the first time can be over-
whelmed and discouraged. Many insurance brokers don’t want individuals 
or small groups as clients so individuals shop on-line where a variety of 
“pseudo” insurance products in addition to legitimate insurance products 
are available for purchase. Some insurance products just don’t provide the 
protection one expects. Recall Joanne Yamamoto’s individual policy, Moving 
Case Example, which had payment limitations on every significant claim. 
“Discount” programs parading as coverage are another trap. And then, of 
course, even if one homes in on the legitimate products highly regulated by 
State Insurance Departments, the options may seem unaffordable. 

PRE-EXISTING CONDITIONS
Unfortunately, many Americans shopping for individual coverage for the first 
time learn that pre-existing conditions can be a reason for denial of health 
insurance in most states (at least until 2014 assuming the federal Affordable 
Care Act prevails). What is most shocking to people who’ve had good group 
coverage is that seemingly minor issues can lead to denial when applying for 
new insurance. 

Stamford Hospital Letter reducing $2198.50 
in charges to $1319.10. (Payment in full from 
CIGNA was $90.78.)
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In the individual, private marketplace insurers have broad discretion 
to deny coverage (except in New York, New Jersey, Maine, Massachusetts 
and Vermont). Some insurers will add a surcharge to a premium for what 
they view as modest additional risk such as for someone who is overweight. 
Occasionally we see individual insurance issued with a specific exclusion 
but that is rare. Much more common is an outright denial. Most insurers 
in the private, individual marketplace are only looking to provide coverage 
to healthy individuals. 

On page 54, you’ll read about Rob and Marie. Marie’s denial of coverage 
from Golden Rule stated: “We are unable to rider cholesterol problems.” 
Although her health was good, she was denied coverage because she was 
taking Lipitor, a cholesterol drug. 

Another client’s application to Anthem Blue Cross and Blue Shield for 
individual coverage was denied based on “weight elevated relative to height.” 
He was a very muscular gentleman who lifted weights. He appealed to 
Anthem and was ultimately approved. The insurer must give you a reason 
for the denial and you do have the right to appeal to the insurance company 
but the insurer has broad discretion to deny your application. 

Another client was denied coverage for what his doctor stated in a let-
ter was “slowly progressing arthritis of the hip well maintained by taking 
glucosamine and two Aleve at bedtime.” This was an extremely active man 
working in a demanding position. His “slowly progressing arthritis” was not 
limiting his activities in any significant way. He appealed Anthem’s denial and 
Anthem upheld the denial of coverage. As a result of the continued denial, 
this client had to remain on the state’s High Risk Pool Plan. This man, who 
takes no prescription medications but does take glucosamine and Aleve, 
pays $1,874.00 per month for his health insurance, over $22,000.00 per year.

In all but five states, individual health 
insurance is medically underwritten, meaning 

the insurer may deny an application  
based on one’s health.

Yet another client’s application for coverage to Anthem Blue Cross and 
Blue Shield was denied due to “knee sprain with symptoms and/or treatment 
within the last 30 days.” This gentleman had a sprained knee, was referred to a 
physical therapist and had one visit. The appeal of his denial to Anthem was 
also denied. He obtained coverage through the state’s High Risk Pool Plan. 
Various High Risk Pool Plan rates from California, Connecticut, Illinois, 
and Texas are included in the Appendix to this book. Unlike New York, 
rates in these states are age-rated. If you’re older, you pay more—motivation 
enough to consider other types of insurance for which you might be eligible.

Certain medications also result in denials. If you’re taking a drug for 
depression or anxiety, or are in any type of counseling, you will likely be 
denied insurance coverage in the private, individual marketplace. This is a 
terrible problem, in particular, for women getting divorced. 

Regardless of someone’s health, many insurance companies refuse to write 
insurance for entire professions including professional athletes, security 
guards, cab drivers, and window washers. In today’s environment, the reality 
is that private insurance companies look to minimize their risk. 

But even if you’re a policyholder healthy enough to qualify for private, 
individual coverage, there are other perils to consider. Premiums can increase 
to levels that aren’t affordable, you often can’t take the coverage with you if 
you move out of state, and insurers go out of business or discontinue offering 
coverage in a given area, the dilemma Mr. and Mrs. Peters, page 18, faced. 

Those transitions that don’t necessarily involve “shopping” for coverage 
on your own but “choosing” among Plans an employer or union offers can 
also be extremely challenging. A practical problem is that we never know 
what the future might bring. Try to select a Plan that won’t lead to remorse 
later. I can’t count the times someone has spoken to me about their regret 
at choosing the Plan they did. The limited network Plan and/or the limited 
benefit Plan is fine when you are in good health but when someone in the 
family is diagnosed with cancer and the facility or doctors they want to go 
to are not in the network, or they can’t get referrals to them, they are locked 
in to their current Plan until open enrollment. 

MEDICARE
Another major transition in coverage is tied to enrolling in Medicare. For 
decades this was relatively uneventful. No more. Since 2006, Medicare has 
become much more complicated. Medicare doesn’t have the same pre-exist-
ing condition issues that plague the non-Medicare world. However, Medi-
care enrollment rules are complex, unforgiving and punitive. Sometimes they 
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ensnare those who’ve worked the longest, paid into the system for decades, 
and postponed Social Security and Medicare benefits. 

Americans who enroll in Medicare during the General Enrollment Period 
(undesirable option of last resort) can face lifetime Medicare Part B premium 
penalties. Medicare also imposes a gap in coverage for those who enroll 
during the General Enrollment Period. Penalties and gaps in coverage are 
intended for those who are irresponsible—who don’t pay in to the system 
and then want coverage when they’re sick. But as enrollment issues have 
become more complex, our system has often trapped those who were igno-
rant of the complex rules, not because they were irresponsible or cavalier.

This book will help you assess your coverage and your options with a 
goal of maintaining comprehensive coverage through a private product or 
Medicare, to which most Americans are entitled at age 65. If you think 
you’re eligible for Medicaid, a program for the indigent, or some other 
product associated with low income, you should contact your state Medical 
Assistance office. You can also call 1-800-MEDICARE (1-800-633-4227) and 
say “Medicaid” to obtain phone numbers for your state office.

ACA—The Patient 
Protection and Affordable 

Care Act of 2010 
(Obamacare)

Some have asked, “How can you write a book about healthcare cov-
erage when everything might change with ACA?” Not everything 
will change. No single piece of legislation will rationally transform 
our healthcare system over night.

Some provisions of ACA have already been implemented and are discussed 
in this book. Should ACA be fully implemented, the information presented 
here will be even more critical because for many Americans, healthcare cover-
age will become even more expensive. 

ACA will benefit those who qualify for expanded Medicaid eligibility, 
other lower-income Americans who will qualify for subsidies for coverage, 
and the very wealthy who don’t work or have access to group coverage through 
a spouse or parent and for whom the cost of premiums is not an issue. 

Most of the options for healthcare coverage described in this book will 
remain whether reform is ultimately implemented or not. If state insurance 
exchanges for the purchase of individual and small group coverage operate 
as envisioned by ACA in 2014, then individuals will not be denied coverage 
due to pre-existing conditions. 

The provisions of ACA will add to and continue to increase the cost of 
coverage because of the following:
• Guaranteed individual coverage to children under 19 (in place)
•  Preventive care benefits at no out-of-pocket charge to the insured  

(in place)
•  Numerous caps on services, listed on page 41, including prescriptions 

drug and lifetime maximums removed (in place) 
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• Adult children up to age 26 can remain on a parent’s Plan (in place)
•  Insurance companies will not be able to write less expensive policies 

for healthy people (2014)

No one would argue against the desirability of protecting more Americans 
from the financial ruin of unanticipated medical bills but additional ben-
efits result in additional cost. Without major reengineering of the way we 
provide, cover and pay for medical services, many people still will not be 
able to afford coverage. 

OTHER REFORM EFFORTS 
Massachusetts, the model for federal reform, has achieved success in being 
the state with the lowest percentage of uninsured. Reform in Massachusetts 
had broad political support but the state is struggling with the costs and pre-
mium increases associated with the program. The Pre-Existing Condition 
Insurance Plans created under ACA were launched in the third quarter of 
2010. The Chief Actuary for Medicare and Medicaid estimated 375,000 peo-
ple might enroll the first year. The Congressional Budget Office estimated 
200,000 per year might enroll (New York Times editorial, February 16, 2011). 
As of August 31, 2011, 33,958 people were enrolled according to health.gov, a 
website managed by the U.S. Department of Health and Human Services. 
Do people not want healthcare coverage? I don’t think so. For the most part, 
they’re either uninformed, misinformed or don’t believe they can afford it.

Much has been touted about ACA reducing the ranks of uninsured college 
grads. This is true, but prior to this reform provision taking place, almost 
everyone aging off a parent’s Plan had a right to COBRA coverage for 36 
months. Many couldn’t afford COBRA so chose not to purchase it. The law 
has simply shifted most of the cost of covering young adults from individu-
als and families to employers. When more expense is shifted to employers, 
they often react by limiting benefits in some other manner or passing the 
costs shifted to them back to employees anyway. I would also like to point 
out that these newly insured young adults will still turn 26 one day, and will 
no longer be eligible for coverage under their parent’s Plan.

Massachusetts universal healthcare is fairly new and Vermont’s is newer 
still, but New York, New Jersey and Maine have a longer history with guar-
anteeing coverage for all residents without respect to health or pre-existing 
conditions. Let’s look at New York. New York’s program, passed in 1993, is 
a spectacular failure. New York rates for individual insurance are published 
monthly on the New York State Insurance Department website. December 

2011 rates are on page 38. To view these rates go to http://www.dfs.ny.gov/
insurance/hmorates/pdf/New_York.pdf.

Insurers in New York offer two Standard Individual Health Plans—an 
HMO with a limited network and a Point of Service Plan which includes out-
of-network benefits. Rates for December 2011 ranged from a low of $866.57 
per person per month with a HIP HMO, to a high of $1,932.00 per person 
per month with the Aetna Point of Service Plan. Aetna’s family coverage 
with the out-of-network benefits is $5,975.00 per month as of December 
2011. A family purchasing this coverage would pay Aetna $71,700.00 for one 
year of coverage. And how many families can afford that? New York provides 
guaranteed issue coverage without respect to pre-existing conditions but it 
hasn’t worked because it is unaffordable. 

ACA will eliminate pre-existing condition issues and add benefits but it 
will limit what insurers can charge. Medicare and Medicaid have a similar 
history. In order to pay for those programs, payments to those who provide 
care have been reduced. Reducing provider payments across the board isn’t 
a viable long term solution. Indeed, it tends to increase the number of doc-
tors who refuse to participate in Medicare and Medicaid. 

INDIVIDUAL MANDATE
The controversial centerpiece of healthcare reform is the individual man-
date—you buy comprehensive insurance or pay a penalty. This is the issue 
soon to be before the United States Supreme Court. The Supreme Court 
will also address whether the mandate is actually a tax which may mean that 
the mandate cannot be challenged until after it becomes effective in 2014.

The ACA penalties for not maintaining insurance are very modest rela-
tive to the cost of health insurance. Penalty amounts are phased in either 
as a flat fee, $95.00 in 2014, $325.00, in 2015 and $695.00 in 2016 or as a 
percentage of taxable household income, 1% in 2014, 2% in 2015 and 2.5% 
in 2016, whichever is greater. These are annual penalties which are slated to 
be increased by a-cost-of-living adjustment after 2016. 

Many supporters of reform believe that by getting coverage for more 
healthy people, overall healthcare costs will decrease. This is not really accu-
rate. With health insurance, additional benefits result in additional cost pre-
cisely because many services are discretionary. If forced to pay for coverage, 
you will use these services. This is the history of insurance and Medicare 
in our country. 

I had a fascinating conversation with a life insurance professional who 
told me that bringing healthy people into a life insurance pool always results 
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in reduced premiums. Well, that is because people have to die to access life 
insurance benefits and we don’t choose to die. We buy auto insurance but 
don’t choose to get in to auto accidents. We buy homeowners insurance but 
don’t choose to have our house burn down. Healthcare is fundamentally 
different. We do choose to use health services, as we should.

This is not to argue that everyone shouldn’t have coverage. My point is 
solely that the history of health insurance is that benefits drive utilization 
and when more people are covered, costs ultimately increase. Achieving 
progress toward the important objective of universal coverage with a core 
benefit package seems far more sensible to me and potentially far more suc-
cessful than the ACA approach. What is the point of mandating compre-
hensive benefits when many will opt to pay a penalty rather than purchase 
that coverage due to the cost? 

INSURANCE EXCHANGE
One aspect of the recent federal legislation taken from Massachusetts is the 
creation of a “health insurance exchange” in each state. A “health insurance 
exchange” is an agency which oversees which state-regulated Plans will be 
offered to individuals and small groups. 

The idea of an exchange is very positive because it is intended to make 
shopping for products, including online shopping, in a complex healthcare 
world more transparent. However, based on our experience in Massachusetts 
it’s not quite that simple. The information provided on the Massachusetts 
Health Connector isn’t necessarily in sync with information on local insur-
ance Plan websites. The Connector website categorizes options into Bronze, 
Silver and Gold. The terminology on the Connector website doesn’t match 
what insurers call their various Plans listed on Plan websites. I urge you to 
go to the Massachusetts Connector, www.mahealthconnector.org, and use 
the Find a Plan tool. I used a Boston area zip code with my date of birth. 
I can choose from 12 bronze Plans, eight silver Plans and four gold Plans. 
This is transparency? This is easy? Most Americans, especially those who’ve 
enjoyed coverage through an employer most of their lives, are not prepared 
to evaluate and choose among more than 20 different health Plans.

Until recently, all our clients in Massachusetts had either individual 
or group insurance in place. I’d like to share our experience with a recent 
client, another small business owner in Massachusetts. He had moved to 
Massachusetts and kept his limited insurance policy from another state. He 
was being fined by Massachusetts because his coverage wasn’t considered 

New York City Individual Insurances Rates, 
December 2011
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comprehensive enough. He had looked at buying more comprehensive cov-
erage but didn’t believe he could afford it.

A surprising development in our recent dealings with this Massachusetts 
small business owner was that according to the Massachusetts Health 
Connector website (the exchange) and staff, he had only one choice of health 
Plan, a local Plan. The good news was that the Plan had been in business 
since 1986 so had a track record. NONE of the family’s primary care physi-
cians participated in that Plan, however. According to the Connector staff 
he had to buy this insurance or be fined. When we contacted a reputable 
broker in the area, he stated that we’d been given misinformation by the 
Connector representative. The client, according to the broker, could actually 
have access to all the prominent, well-known Plans in the Boston area. In 
fact, our client obtained coverage through the broker with Harvard Pilgrim 
Health Plan which the Connector staff had stated was not an option. Before 
we contacted the broker, the client was actually considering obtaining indi-
vidual coverage for his family and his one employee for which he would also 
be fined (because as an employer in Massachusetts he must offer employer 
coverage), rather than be limited to the one small group Plan offered in his zip 
code. This was not an easy process for this small business owner (or for us). 

This Massachusetts client faced the same dilemma many hard-work-
ing (but not eligible for a subsidy) Americans face. He can be assured in 
Massachusetts that any policy he purchases through the Connector will be 
good comprehensive protection. Massachusetts residents won’t be surprised 
like Joanne Yamamoto, page 25, was. That reassurance, however, isn’t very 
productive if families choose to pay a penalty they can afford rather than 
coverage they cannot afford. 

What is not yet clear about ACA is how pre-existing condition issues 
will be dealt with if someone chooses to pay the penalty rather than obtain 
coverage. An insurer usually can impose a pre-existing condition exclu-
sion, or waiting period, when an individual has not maintained continuous 
coverage. The threat of an exclusion is intended to encourage people to be 
responsible and maintain coverage. Yet there is a part of the ACA legislation 
that creates a temporary pre-existing condition High Risk Pool. However, 
an individual is not eligible unless he or she has been uninsured for at least 
six months. This provision is terribly unfair to those who’ve struggled to pay 
existing State High Risk Pool premiums, for conversion options, or other 
expensive guaranteed issue coverage options typically at substantially higher 
rates. How sensible is this?

MORE UNLIMITED BENEFITS
Another ACA concern is that businesses and insurers are forced to assume 
so much additional financial risk. Businesses which offer healthcare coverage 
must now provide unlimited lifetime maximums for a number of services 
such as:
• Ambulatory patient services
• Emergency services
• Hospitalization
• Maternity and newborn care
• Mental health and substance use disorder services
• Prescription drugs
• Rehabilitative services and devices
• Laboratory services
• Preventive and wellness services and chronic disease management
• Pediatric services

Ironically, ACA requires non-Medicare Plans to offer unlimited hospital-
ization benefits, for example, when Medicare, our country’s federal healthcare 
program, does not. Please read about this in our Medicare Traps and Gaps 
section. Several years ago we worked with a Fortune 100 Company painfully 
deliberating over whether to increase the lifetime maximum for its employ-
ees from $1 million to $1,250,000 which they finally did. Now, as a result 
of ACA, they must absorb many unlimited annual and lifetime maximums. 

The Patient Protection and Affordable  
Care Act of 2010 requires unlimited  
lifetime maximums on key benefits  

like prescription drugs. Now some Plans 
exclude drug coverage or include  

50% co-insurance for drugs.

davidrobson
Highlight
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We have dealt with the tragedy of those approaching a lifetime maximum 
and it’s horrible. But forcing companies to take on much more financial risk 
will lead them to seek ways to reduce risk elsewhere. Hence we see higher 
and higher deductibles and co-insurance. For example, more Plans have 
instituted a 50% co-insurance for the prescription drug benefit. Historically, 
the co-pay for prescription drugs has been a fixed amount/three tier co-
pay structure. Similarly, we are seeing self-insured employers administer 
COBRA in an unforgiving and harsh manner. A late payment can result in 
your COBRA coverage being terminated because the employer doesn’t want 
to assume risk associated with a former employee or his or her dependents. 

Medicare existed for 40 years before an outpatient drug benefit was 
added in 2006. People on Medicare before 2006 got drug coverage through 
a former employer or a Medicare Supplement they bought themselves or a 
private Medicare Advantage Plan. But just a few years after the government 
finally added a limited Medicare outpatient drug benefit, ACA requires 
employers and insurers to provide unlimited drug coverage. Yet we wonder 
why business isn’t racing to create more jobs. 

ACCOUNTABLE CARE ORGANIZATIONS
Of course, any legislation as massive as the ACA has positive elements in it 
as well. The legislation includes creation of Accountable Care Organizations 
(ACOs). Very simply, the objective of ACOs is to encourage more appropri-
ate use of precious medical resources by paying providers who work together 
to deliver high quality, coordinated medical services. ACOs are intended to 
improve care to Medicare beneficiaries by bundling payments to providers 
who can demonstrate they provide effective services. We should all hope 
some of these projects will be successful and serve as a model for others. 

The legislation also includes a rating system which will provide for higher 
payments to Medicare Advantage and Medicare Part D Plans that have 
a track record of providing quality care and service. It also provides for a 
Special Enrollment Period for them. There are concerns about “gaming the 
system” but rating Medicare Plans is a move in the right direction if it results 
in consumers being able to identify high quality options.

Letter to prospective COBRA recipient 
stating no exceptions made for missing  
first payment.
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Your  
Coverage Plan

American families have all kinds of plans—financial plans, col-
lege plans—why not Coverage Plans? We need to ask ourselves 
the question, “What if I lose my healthcare coverage or what if 
something happens to disrupt it?” and have some idea what the 

answer would be. You need a Coverage Plan. As you’ll see, Coverage Plans 
can be involved and complicated because there are numerous options with 
different advantages and disadvantages. Other times, Coverage Plans are 
simple. My plan is simple. My husband works for a large electric utility 
in New York that provides good group benefits which, like most coverage 
from a large employer, is heavily subsidized by his employer. I am on the 
Plan as a spouse and intend to stay married and on the Plan. Should we get 
divorced, unlikely after 29 years of marriage but possible, divorce is a qualify-
ing event (see terms in Appendix), I could elect COBRA and would have to 
consider my other options including getting coverage through Healthcare 
Navigation, my business. 

A Coverage Plan makes you answer  
the question, “What if I lose my  

healthcare coverage?”

Should my husband pass away before he retires, also unlikely because he’s 
very healthy but always possible, I have to determine whether his company 
would provide survivor benefits to me. Survivor benefits are associated with 
retiree coverage. Should my husband die unexpectedly, the question would 
be whether I’d be entitled to survivor benefits because he would have been 
eligible for retiree medical, or whether I would only be eligible for COBRA. 
Getting clear answers to these questions can be harder than you might think. 
Worst case in this scenario is that I would get a lovely letter of condolence 
like so many others I’ve seen to new widows which ends by stating, “By the 
way, you will be terminated from the group health Plan at the end of the 
month but will have a right to elect COBRA.”

When the day comes that I am eligible for Medicare at age 65, if my 
husband is still working for his large company, I may not need Medicare 
but will likely enroll in Medicare Part A. I will be entitled to premium-free 
Part A under current rules because I paid Social Security payroll taxes 
the required number of years. When either of us retires, we’ll have other 
Medicare coverage issues to address, discussed in the Medicare portion of 
this book. Since my husband and I are close in age, our Coverage Planning 
challenges are simpler than they would be for couples where the older spouse 
might age onto Medicare, but the younger spouse might lose group coverage 
after COBRA is exhausted and be too young for Medicare. 

Having a Coverage Plan doesn’t mean having a formal, written document 
but rather thinking through the “what ifs” very, very strategically for every 
family member. All family members don’t have to have the same coverage. 
Often it will be to your benefit not to. Remember the Watson family. They 
paid much less for the SAME coverage by applying as individuals rather than 
as a family. Do your homework. It is distressing to interact with people who 
would put more thought into the purchase of a household appliance than 
they would their family’s healthcare coverage issues.

But healthcare coverage planning isn’t easy. Far from it, the field is hur-
dling in a direction of becoming increasingly complex. 
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Q&A:  
Key Laws and Terms

As painful as it may be, everyone should become familiar with 
basic health, health insurance terms and acronyms. There is an 
entire section of the book in the Appendix on federal laws and 
terms you should know. To entice you to read that section, I 

am including some background information and a case study that I hope 
will intrigue you and motivate you to become familiar with the terms and 
definitions that follow in the Appendix.

Healthcare and healthcare coverage has its own language. How many 
times have I heard “Who could know this stuff?” You can because we’re 
going to make it just as straightforward as possible.

What should I know about State Insurance Departments?
Let’s start with some key legislation and background. Most insurance 
products are regulated by State Insurance Departments but state environ-
ments vary much more widely than most people realize. In fact, states can 
seem like different galaxies. This is a terrible problem in the United States 
because so many people have no idea that moving from state to state can 
affect your healthcare coverage. Insurance products regulated by states are 
“fully-insured” meaning the premium is paid and the insurer assumes the 
risk for paying claims. If you have coverage regulated by your state, then 
the State Insurance Department may be a good source of information for 
you and in case of a dispute, you probably have a right to appeal, complain 
or file a grievance with the State Insurance Department.

What should I know about self-insured Plans?
Larger companies tend to be regulated under federal law because this allows 
them flexibility in designing their coverage. Companies with employees in 
several states often don’t want to deal with varying state laws so they “self-
insure” or pay insurance claims to a certain level and hire an insurer to pro-
cess claims for them. These Plans are regulated under federal law known as 
the Employment Retirement Income Security Act (ERISA), defined in the 
Appendix.

How can you know if your coverage is regulated by your state or the federal 
government? You can’t tell from your insurance card. If you have a benefits 
booklet or policy, look in the appeals section. Generally, if the appeals section 
indicates you can appeal a dispute up to the State Insurance Department, 
then you have coverage regulated by your state. If the appeals section of your 
booklet indicates that in a dispute you can file a complaint with the U.S. Labor 
Department, then your Plan is regulated by the federal government.

You should always know whether the state or federal government regulates 
your Plan because you do want to know how to proceed if a dispute should 
arise. Also, if you have coverage regulated by a state, you want to know that 
your Plan includes the benefits the state mandates. 

A number of federal laws are also critically important in terms of how they 
affect coverage and coverage transitions. COBRA and HIPAA, explained in a 
simplified way below, are federal laws that provide protection for those going 
from one source of group coverage to a different source of group coverage or 
from exhausting COBRA coverage to whatever program your state has estab-
lished for coverage of individuals with pre-existing conditions in that state. 

What should I know about COBRA and HIPAA protections?
The combination of protections through COBRA, federal legislation enacted 
in 1986, and HIPAA, federal legislation passed in 1996, guarantees access to 
coverage for almost every American who has had coverage through a job or 
a dependent who has coverage tied to a job. So—if almost everyone who has 
coverage through a job has a right to continue that coverage through COBRA 
and then when COBRA is exhausted has the right to convert to other cover-
age through HIPAA, why are so many people uninsured? It’s primarily the 
cost. They either can’t afford it or feel they can’t afford it. Nevertheless, it is 
critically important to understand the important coverage protections pro-
vided by these two federal laws. 

COBRA and HIPAA protections aren’t relevant if you already have pri-
vate, individual coverage you pay for yourself. There also is no COBRA with 



48 HEALTH INSURANCE: NAVIGATING TRAPS & GAPS  HEALTH INSURANCE: NAVIGATING TRAPS & GAPS 49

individual coverage. As we learned with David Watson in the opening of 
the book, there is no COBRA coverage with a sole proprietor Plan either. 
Individual coverage is governed by state laws and is often tied to your state 
of residence. That is why moving to another state can be problematic with 
individual coverage. 

THE DEFINITIONS WHICH FOLLOW ARE SIMPLIFIED.

What is COBRA?
COBRA is part of federal legislation, The Consolidated Omnibus Reconcili-
ation Act of 1985, which provides for a temporary extension of group insur-
ance benefits at the former employee’s or dependent’s cost. According to 
federal law, most employers with 20 or more employees must offer COBRA. 
Many states have a similar program for smaller employers, often referred to 
as “mini-COBRA.” Check with your State Insurance Department to deter-
mine what a small employer must provide because the length of the COBRA 
period may be shorter under your State’s law. 

Why was COBRA passed and whom does it help?
COBRA provides a coverage safety net to enable a person losing group cover-
age to bridge that transition to other coverage options while being protected 
from any pre-existing condition exclusion problems. 

So-called “Qualifying Events” entitle one to COBRA. As a worker, quali-
fying events are:
• Loss of employment for other than gross misconduct
• Reduction in work hours making you ineligible for the Plan

COBRA (temporary coverage) and HIPAA, 
(guaranteed conversion to coverage at end of 
COBRA) are intended to provide almost all 

Americans access to healthcare coverage. 

A spouse also has a COBRA right based on the above, as well as addi-
tional rights in the event of:
• Employee becoming entitled to Medicare
• Divorce
• Death of a spouse

Dependents used to age off a parent’s Plan at 19 or when they were no lon-
ger a full time student. As discussed previously, adult children can now stay 
on a parent’s Plan to age 26 as long as they are not eligible for group coverage 
through work. At age 26, those adult children also have a COBRA right. Some 
states have higher age limits for staying on a parent’s Plan. New Jersey’s is 31. 
Age isn’t the only criterion. States tend to have less liberal guidelines than the 
federal law relating to marital status, financial support and residency. If this is 
important to you, check the specifics of your state’s requirements.

If COBRA is such an important protection, what’s the problem?
The most vexing problem with COBRA is cost. Premiums are often unaf-
fordable for all but the affluent. Because most of us have relatively good 
health and relatively good group coverage subsidized by an employer for 
most of our lives, we remain ignorant about the true cost of coverage. 
When we’re offered COBRA, a type of “COBRA sticker-shock” sets in and 
what was supposed to be an important safety net is often declined. 

How expensive is COBRA?
COBRA rates vary dramatically because group coverage rates vary dramati-
cally. Rates are generally a function of the richness of the health benefits and 
the age and health of the pool of people upon which the rates are based. 
COBRA rates for an individual typically fall in a range between a $400.00 
and $1,000.00 per month for an individual. 

How long does COBRA last?
For the worker, COBRA usually lasts for up to 18 months. For dependents 
losing coverage, including 26-year-olds aging off, a divorced spouse or fam-
ily of a deceased spouse, COBRA can extend for up to 36 months. Those 
who become disabled while on COBRA can usually be on COBRA for 29 
months to bring them to the date they’ll likely be eligible for Medicare 
through disability. 
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What else do I need to know about COBRA?
Temporary: Even if it’s affordable, COBRA is not always the wisest cover-
age option because it’s temporary. Individual coverage in most states today 
(which is supposed to change in 2014 due to ACA) is medically under-
written. That means you fill out a questionnaire about your health and if 
you’re not very healthy, or the insurer sees too much risk in your history, 
or because of the medications you take, you may be denied coverage. Some 
who will qualify for individual coverage are better off selecting individual 
coverage rather than risking developing a pre-existing condition while on 
COBRA which might make them ineligible for private individual coverage 
when COBRA is exhausted. After all, we still don’t know what’s going to 
happen in 2014 and whether health insurance will be made available to all 
regardless of health status.

Tied to group: In today’s economy, many businesses have failed. One’s fate 
is tied to the company through which COBRA was granted. If the company 
goes out of business as Mr. Peters’ company did, there is no COBRA. If the 
company only offers an HMO Plan with a network tied to a specific geo-
graphic area and you want to move away, you may not meet the eligibility 
requirements of the Plan. Even if you can keep the Plan just for urgent and 
emergent care coverage, it may not be worth the price.

Timeframe for election: If you’re leaving a job, employers handle the notice 
and the person with the COBRA option has 60 days to decide whether to 
take COBRA. In a situation like divorce, the person with the coverage who 
is getting divorced needs to notify the administrator or employer to start the 
process. 

COBRA is temporary. Plan ahead  
for your next health insurance transition.

Complying with notices and paying premiums: Don’t ever be cavalier 
about responding timely to COBRA notices or paying premiums on time. 
Save all documentation. We are seeing more and more absolutely rigid 

administration of COBRA meaning if you don’t follow the rules and pay pre-
miums on time, your COBRA coverage will be terminated. There is no grace 
period. In today’s environment, many employers, particularly self-insured 
employers (see Appendix for definition), know that having to keep a newly 
divorced person or newly widowed person on their Plan for three additional 
years with unlimited lifetime caps on hospitalization or drugs is an enor-
mous potential risk and employers will limit that risk if you give them the 
opportunity. Make a late payment and they may cancel you. 

Planning: Opting for COBRA can be of vital importance. However, in my 
experience opting for COBRA often results in postponement of planning for 
future coverage options. A very common but unfortunate call to our office is, 
“My COBRA is expiring next week and I need to know what to do.” Often, 
it is too late to do much. In our view, you shouldn’t elect COBRA without 
knowing it is your wisest choice and you shouldn’t wait until the end of 
COBRA to plan your next source of coverage.

What is the Health Insurance Portability and Accountability Act (HIPAA)?
The Health Insurance Portability and Accountability Act (HIPAA) of 1996 
is better known for its protections related to privacy of our medical informa-
tion. However, HIPAA provides the following as long as you don’t have a gap 
in group coverage of 63 days or longer:
•  Protection from a current group Plan imposing  

pre-existing condition exclusions
•  Guaranteed right to go from one group Plan to another group Plan 

(usually changing jobs) without the new Plan imposing pre-existing 
condition exclusions (not paying claims associated with illness  
or injury) 

•  Guaranteed right to transition from the end of COBRA to whatever 
coverage your state has designated for “HIPAA-eligible” people

It is HIPAA that requires your insurance company to issue a “letter of 
creditable coverage” after your coverage terminates. Letters of creditable cov-
erage indicate when coverage started and when it ended. One of the original 
goals of HIPAA was to ensure that people wouldn’t stay in a job just to avoid 
changing coverage and the risk of a pre-existing condition being imposed. 

Very simply, the term HIPAA-eligible means you’ve had 18 months of 
continuous group coverage without a break of 63 days or more. The combi-
nation of COBRA and HIPAA is intended to provide every American who 
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had coverage tied in some way to employment to have guaranteed coverage 
essentially to age 65 and Medicare. It just hasn’t worked out that way. This is 
largely because the cost of both COBRA and the HIPAA conversion option 
can be prohibitive and, for many, periods of unemployment have been lengthy. 

What else do I need to know about portability and HIPAA?
State approaches to meeting HIPAA portability requirements vary for those 
exhausting COBRA and purchasing individual coverage. In some states indi-
vidual insurance is guaranteed issue meaning you apply and are entitled to 
the insurance based on residency rather than health status. New York, New 
Jersey, Maine and Massachusetts (the model for the current federal reform 
legislation), and more recently, Vermont, maintain this approach to individ-
ual coverage. 

Many states, 34 at last count, including California, Illinois, Texas, Indiana 
and Connecticut have so-called High Risk Pool Programs. Other states 
like Florida, Georgia, Michigan and Nevada, provide for a conversion to an 
individual policy when COBRA is exhausted. It is always extremely impor-
tant to research what you are entitled to in your state because the ground 
rules can change. 

Five states provide guaranteed issue  
individual coverage; 34 states have  

High Risk Pool Programs for individuals  
who can’t get private, individual insurance;  

11 states have a guaranteed conversion  
program when COBRA is exhausted.

Again, these portability protections DO NOT apply to someone who has 
individual coverage. By definition, if you have individual coverage you pay for 
and do not have coverage through a group, then you can’t be “HIPAA-eligible.” 
This is a confusing but important. You might have individual coverage that 

is considered comprehensive so that it’s deemed “creditable” but should you 
lose that coverage for whatever reason, you are not “HIPAA-eligible.” 

Remember, Mr. and Mrs. Peters lost their COBRA when Mr. Peters’ 
former employer went out of business. When they lost their COBRA, Mr. 
and Mrs. Peters were HIPAA-eligible individuals. They then chose to buy 
individual coverage in their state. When that insurance company decided 
to leave the state and Mr. Peters had developed a pre-existing condition, he 
was not a HIPAA-eligible person even though he had “creditable coverage.” In 
Mr. Peters’ state of Connecticut, there is an option for non-HIPAA-eligible 
people to get coverage through the Health Reinsurance Association or high 
risk pool program if one acts timely, but this is not true in all states. Again, 
state insurance environments vary widely.

Portability—the ability to move your coverage when you move—is an 
enormous problem with this country’s current approach to coverage. HIPAA 
was intended to address this problem but instead it largely benefits those 
moving from group to group coverage. If you exhaust COBRA and convert 
to your state’s program for HIPAA-eligible individuals, you may face dif-
ficulty should you want to move to another state, depending on the state. 
Ironically, your coverage is often not “portable.” 

What is a waiting period?
An employer or group Plan has the right to specify a waiting period before 
benefits begin for new employees. During the waiting period, healthcare 
coverage benefits through the new employer are not in place. Not realizing 
how long the waiting period may be, or taking an extended break between 
jobs without taking COBRA, can lead to a break in coverage that can be 
problematic if you have a pre-existing condition or one develops. A pre-
existing condition is generally defined as a condition for which medical 
advice, diagnosis, care, or treatment was recommended or received during 
the six-month period prior to an individual’s enrollment date. Again, the 
ideal situation is to never have a gap in coverage. 

We have been involved in many disputes regarding pre-existing condi-
tions. Some have been absurd. One month after a healthy one year old 
physical, a baby was diagnosed with a brain tumor and the insurer tried to 
deny coverage. Clearly, the tumor had been growing but was entirely unde-
tected by doctors prior to the brain tumor being diagnosed. The family had 
continuous coverage. 
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Another insurer tried to deny my son Paul’s coverage due to a pre-existing 
condition even though he has had continuous group coverage his entire life. 
Go to page 96 to read about that situation. 

Individual insurance and group insurance are different. You are well 
protected from pre-existing condition issues if you go from group coverage to 
group coverage without a gap. Not so with individual coverage in the private 
marketplace. In most states the insurer can reject your application for cover-
age if they feel there is too much risk due to your pre-existing condition(s). 

You should also know that if you have a pre-existing condition or a health 
condition for which you haven’t sought treatment and lie about it on an insur-
ance application, the insurer usually has the right to rescind your coverage 
within the first two years if it is discovered you weren’t truthful. We’ve known 
many people desperate enough to lie about their health status on an insurance 
application. We understand the desperation but lying on an insurance applica-
tion is insurance fraud. It is terribly unfortunate that so many Americans who 
lose their group coverage are left with no good options for coverage.

Finally, please know that if you’ve had group coverage for 18 months, 
your insurer should not deny claims due to a pre-existing condition issue. 

Summary: HIPAA is an important protection against the imposition 
of pre-existing condition exclusions for people losing group coverage or 
finishing COBRA. With ACA, pre-existing condition exclusions may go 
away in 2014 although there may be a waiting period for those who choose 
to remain uninsured. When you become eligible for Medicare, pre-existing 
conditions don’t matter but depending on the state, pre-existing conditions 
can affect your Medicare supplemental Plan if you purchased it outside of 
the appropriate Enrollment Period. For more information, please read the 
Medicare section of the book.

COBRA, HIPAA and  

State Environments

Rob was an executive who took COBRA for himself and his wife, 
Marie, when he retired in Nevada since he was not old enough for 
Medicare and the company offered no retiree medical coverage. 
He assumed that he and his wife would apply for individual cov-
erage and get it when the COBRA expired. To his shock, both he 

and Marie were denied coverage when they applied which led to 
Rob’s call to us. We were a little surprised at Marie’s denial. She 
was taking Lipitor but was otherwise a totally healthy woman in 
her 50s. Rob recently had a basal cell carcinoma growth removed 
from his arm. He was denied individual coverage, too. Part of the 
problem is that when Rob applied for coverage on-line, he had used 
the wrong term and described a much more serious type of skin 
cancer than the basal cell growth he had recently had removed. This 
greatly complicated the situation because he didn’t have the more 
aggressive cancer he described and any application for health insur-
ance which is medically underwritten (only granted based on good 
health) includes the question, “Have you ever been denied insur-
ance coverage?” and these questions must be answered truthfully. 

Rob and Marie were residents of Nevada which offered conver-
sion coverage at the end of COBRA to HIPAA-eligible individuals 
but the conversion coverage was expensive. Also of note, Rob and 
Marie were in the midst of deciding to make their second home in 
Texas their permanent residence. We felt they shouldn’t consider 
Nevada conversion coverage if they were planning to change their 
permanent residence. 

Rob and Marie ultimately decided to make Texas their primary 
residence. Texas has a High Risk Pool Program but Rob and Marie 
thought they’d be better off obtaining individual insurance cover-
age in Texas if they could qualify. The High Risk Pool Program 
existed to extend coverage to people who couldn’t get insurance in 
the individual market and so would be more expensive. 

Marie had no problems obtaining individual coverage in Texas 
in spite of taking Lipitor and admitting that she’d been denied cov-
erage in Nevada. Rob’s situation was more complicated. Customer 
service representatives at the insurance company were discourag-
ing because his basal cell removal was recent. They said any basal 
cell removal within two months of an application would lead the 
application to be automatically denied, but Rob decided to apply 
anyway. Rob had to provide the medical records that proved he 
didn’t have a more serious type of skin cancer. Due to timing, Rob 
filed an application for individual insurance but also applied to the 
High Risk Pool Program as a “back-up” option in case he was denied 
individual insurance. In spite of the insurer customer services rep-
resentatives advising he would likely be denied, Rob’s application 
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for individual insurance was accepted. He was also accepted by the 
Texas High Risk Pool Program since he had a previous insurance 
denial. The Program didn’t charge him for that first month’s cover-
age and returned his check. What a process. 

In sum, Rob and his wife were both denied private, individual insurance 
in Nevada but approved in Texas. State environments vary and underwrit-
ing criteria across insurance companies differ and can change. 

Transition Traps and Gaps 
When Losing Coverage

Most forced coverage transitions occur due to loss of group 
coverage. Group coverage means just that—you are part of 
a covered group, usually through an employer or a union. 
If it is a larger group, most of the cost of the coverage is 

typically paid for by the group. As discussed previously, when you lose that 
coverage you are often ignorant of how much group coverage can cost. You 
may also have never had to purchase coverage on your own, so you’re not 
ideally suited to be an informed buyer.

Going from one source of group coverage to another source of group 
coverage, typically changing jobs or going on a spouse’s Plan, has its perils 
as discussed later but the perils of losing your good group coverage for the 
first time tend to be more traumatic. 

KNOW YOUR OPTIONS AND ADVANTAGES  
AND DISADVANTAGES OF EACH
When you’re losing group coverage, you may have a number of good options 
as Kathy did (Kathy’s story follows on page 61) or you may have very few. 
Know which types of coverage you are eligible for and how the various prod-
ucts within those categories compare. Remember that sometimes within a 
family, it may make sense for one spouse to stay on COBRA while another 
spouse and children pursue other options. 

Coverage option alternatives and information to help evaluate options 
follow on pages 59 and 60. Remember, if a type of insurance is “medically 
underwritten,” the insurer has broad discretion to deny your application. If 
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the insurance is “guaranteed issue,” then as long as you meet the qualifica-
tions for the coverage, you have a right to the coverage.

As you can see, many coverage options in the United States are guaran-
teed issue BUT you must be eligible for the coverage and able to afford it 
especially if you are paying yourself. 

A more detailed definition of each option, when to consider that option 
and how to learn about the options available in your state are included in 
the Appendix.

Other options like Medicaid, limited benefit Plans, other government 
programs, etc., are also briefly defined in the Appendix but consideration 
of them is beyond the scope of this work.

T Y P I C A L  C O V E R A G E  O P T I O N S  
W H E N  L O S I N G  G R O U P  C O V E R A G E

TYPE OF COVERAGE DEFINITION

COBRA Temporary extension of group coverage at your expense 

Individual Insurance  Insurance you apply for and buy; in most (but not all) states it 
is medically underwritten so the insurer can deny application

Sole Proprietor Insurance you buy as a self-employed person; guaranteed issue

Association  Insurance you buy through membership in an organization; 
Plans vary but usually such coverage is not medically 
underwritten

Small Group  Insurance a small business of at least two owners or an owner 
and an employee; guaranteed issue 

Large Group  Insurance typically subsidized through a large employer or 
union; guaranteed issue

State High Risk Pool  State program for HIPAA-eligible people and/or those 
who have not been able to buy insurance as an individual; 
guaranteed issue

Conversion  State program for HIPAA-eligible people and/or those 
who have not been able to buy insurance as an individual; 
guaranteed issue

Temporary Program created by reform legislation for those with 
Pre-existing Condition  pre-existing conditions and no insurance coverage for at least 
High Risk Pool  six months; guaranteed issue

Medicare  Coverage through the federal government for which most 
Americans are eligible at age 65 because they paid into Social 
Security long enough or were married to someone who did; 
guaranteed issue (but strict enrollment rules)
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OPTION

On 
parent’s 
Plan

On spouse’s 
Plan

COBRA

Individual 
insurance*

State High
Risk Pool*

Conversion*

Association

Sole 
Proprietor

Small Group

AVAILABLE AFFORDABLE** LONG-TERM OTHER

To age 26 if coverage 
not available to you 
through your work.

Perhaps–group 
coverage often 
subsidized.

No–but some states 
have higher age limits.

Small business 
may not subsidize 
dependents.

If spouse on active 
group Plan, your loss  
is “qualifying event.”

Perhaps–group 
coverage often 
subsidized.

Depends on job 
security of spouse.

Small business 
may not subsidize 
dependents.

Almost always if group 
provides coverage and 
continues to exist.

Depends on group 
rates and your  
finances.

NEVER–but route 
to HIPAA conversion 
option.

May not be option 
for survivors of sole 
proprietor Plan.

Guaranteed in five 
states; in others must 
be healthy to qualify.

Depends on state  
and often your age  
and health.

Yes–if you stay in 
service area and insurer 
remains in business.

Some Plans  
are portable.

In 34 states. May need 
to exhaust COBRA or 
be denied individual 
insurance.

Typically costly. 
Premiums usually 
based on age. 

Yes–if you don’t move 
to another state.

Some Plans have 
reciprocity with  
other states.

In 11 states. May need 
to exhaust COBRA or 
be denied individual 
insurance.

Typically costly. 
Premiums usually 
based on age.

Yes–if you don’t  
move to another  
state.

State options  
vary widely.  
Investigate.

Have to be eligible. Depends on rates  
and your finances.

Yes–if you  
remain eligible.

Some poor options  
in this category. 
Review carefully.

Have to be eligible. Yes–if business 
prospers.

Yes–if you  
remain eligible.

State options vary 
widely. Review 
carefully.

If you own and  
run small business 
with other owner  
or employee.

Yes–if business 
prospers. 

Yes–if business 
prospers. 

Insurers don’t have 
uniform definition but 
usually two or more 
covered lives.

 * If ACA is upheld and 2014 provisions 
implemented, these options will likely be 
consolidated by state.

** A relative term. Comprehensive coverage  
in the U.S. is costly.

E VA L UAT I N G  ( N O N - M E D I C A R E )  C O V E R A G E 
O P T I O N S  A F T E R  L O S I N G  G R O U P  C O V E R A G E 

(Simplified for illustration purposes)

The discussion that follows addresses a variety of situations and events 
associated with a healthcare coverage transition. I have included separate 
sections on “electing COBRA” and “exhausting COBRA” even though COBRA 
is triggered by many of the events which follow like job loss, divorce, retire-
ment or death of a spouse. 

As stated before, don’t limit yourself only to the section that deals with 
the type of transition you face. The more you read about coverage transitions, 
the more you’ll appreciate the strategic thinking involved in developing a 
good Coverage Plan.

Elect COBRA? 

Kathy was in the process of getting divorced. She knew she had 
a right to COBRA coverage for 36 months after the divorce was 
final. As a healthy woman in her late 30s, she also would qualify for 
individual coverage which was medically underwritten in her state. 
Kathy was a talented artist and was planning to open a gallery in 
order to show and sell her artwork. In her state, that meant Kathy 
could qualify for coverage as a sole proprietor and if she hired an 
employee who worked the required number of hours and provided 
coverage for that employee, then Kathy could obtain small group 
coverage.

We helped Kathy weigh the advantages and disadvantages of all these 
options. COBRA was the most comprehensive medical option and included 
dental but also the most expensive option. The individual coverage was the 
least expensive option because Kathy was relatively young and premiums 
are based on age in her state. The individual coverage didn’t have benefits 
like maternity but Kathy wasn’t concerned about maternity benefits. She 
already had two children and wasn’t planning on having any more. The sole 
proprietor coverage seemed the least attractive option as it was more expen-
sive than individual coverage but had a very limited drug benefit.

The other thing Kathy had to weigh was the fact that should she take 
COBRA and develop a pre-existing condition while on COBRA, she would 
not be eligible for the generally affordable cost of individual, private cov-
erage due to her health. In such a situation, Kathy would still be eligible 
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for the High Risk Pool Program in her state because she would have been 
HIPAA-eligible, but that was an even more expensive option than COBRA. 

Kathy decided on individual coverage and was approved. Fifteen months 
later she was diagnosed with breast cancer so in her case, she’d made the lucky 
choice. She was the policy holder of her individual coverage through the local 
Blue Cross and Blue Shield Plan and although her rates will continue to 
increase, her coverage can’t be taken away as long as she pays her premiums. 

EXHAUSTING COBRA
As mentioned previously, if you’ve chosen COBRA and your COBRA is end-
ing, you are a HIPAA-eligible person and every state has a guaranteed issue 
option for you to get healthcare coverage. This is misunderstood but true. 
Unfortunately, COBRA is often expensive and the options when COBRA is 
exhausted can be even more costly. It depends on the individual situation. 

In evaluating coverage options when COBRA is ending, you should ask 
the following questions:
•   If you live in one of 45 states where private, individual insurance is 

medically underwritten: Do I have what an insurer would consider 
a pre-existing condition? Have I had significant medical expenses 
recently? Am I on any expensive medications, etc.?

•   How comprehensive should my coverage and provider network be?
•   What can I afford?
•   Am I looking for a long-term or short-term option?
•   Can I freelance? Are their coverage options for freelancers in my area?
•   Do I have or can I start a small business?

Divorced Woman with COBRA  

and Pre-existing Conditions

As the following case example illustrates, those who are in a position to start 
a business and qualify for small group coverage often have more coverage 
options and options they control. Many people who lose their jobs, partic-
ularly professionals who can consult or have some other special expertise, 
should think strategically about their ability to start a business and obtain 
group coverage through the business, even if they continue to look for a job.

When Sandy’s COBRA coverage was ending as a result of her 
divorce we met with her to discuss options. She had had a success-
ful bout with cancer but it was too recent an experience to think she 
could qualify for coverage in the private, individual marketplace. In 
all, her COBRA premium was at the low end but the premium for 
her state’s High Risk Pool Program was extremely expensive for her 
and funds were an issue. 

I asked her several times if she had any plans to return to work 
or start a business of some sort or do freelance work which might 
lead to another path for coverage. As the meeting neared an end, 
I asked one last time if there might be any other way in her future 
she could see qualifying for coverage other than the High Risk Pool. 
She sheepishly admitted that she had started a catering business 
with a friend but that her only clients had been neighbors so it 
didn’t seem like a going concern to her. 

I asked, 
“Have you and your partner established an LLC?”
“Do you have documented revenue?”
“Do you have a business checking account?”

A small business can be  
a very desirable vehicle for obtaining  

healthcare coverage.
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She answered yes to every question. I asked if she was com-
mitted to building the business, that it wasn’t simply a hobby. “Of 
course,” she answered. Sandy still wasn’t sure this business would 
qualify her for group coverage because her partner had coverage 
through her husband. I explained that what she described to me 
was a legitimate group of two with one waiving out of coverage 
and there would likely be options. Sandy was able to obtain group 
coverage with no pre-existing condition issues as a result of HIPAA 
laws since her COBRA was ending and she would transition to 
group coverage within 63 days.

TURNING 26
Under ACA, most Plans must allow adult children to remain on a parent’s 
Plan to age 26 unless they are eligible for group coverage through their work. 

When a 26 year old ages off a parent’s Plan, he will have a right to COBRA 
and, once exhausting COBRA, guaranteed coverage of some sort by being 
HIPAA-eligible. Since COBRA is often unaffordable, these are the ques-
tions the 25 year old losing coverage at 26 needs to consider when planning:
•   How much will COBRA cost? Can I afford it?
•   Does either parent have coverage that allows an adult child  

to stay on beyond age 26?
•   Am I looking for a long-term or short-term option?  

Is short term insurance available in my state?
•   Am I likely to be offered employer or union sponsored coverage  

soon through an existing or new job?
•   Do I have what an insurer would consider a pre-existing condition  

(if in one of the 45 states where private, individual insurance is  
medically underwritten)? 

•   Is coverage in my state “guaranteed issue” (based on residence  
not health status)?

•   How comprehensive should the coverage be? Should I consider  
a high deductible Plan?

•   Can I freelance? Do I have or can I start a legitimate small business?
•   Am I making so little income that I can qualify for protection through 

a state program of some sort?

Many individual insurance products in the private marketplace do not 
include maternity coverage so a young woman has to be mindful of what 
she will do should she get pregnant while on that type of coverage. 

Sometimes a High Risk Pool option isn’t that unattractive for a relatively 
young person because the rates are typically based on age. We recently even 
recommended that a young healthy spouse go on a High Risk Pool Plan as 
her husband is already on the Plan. She is a young woman who was plan-
ning a pregnancy. She is not eligible for group coverage and her husband 
is a graduate student who isn’t eligible for group coverage either. Coverage 
options as the spouse of a student or in the individual insurance market-
place had waiting periods, limited obstetrical networks or both. Normally 
you would not consider a High Risk Pool option for a healthy individual 
but this was clearly her best option and the lesson is to consider all options.

The most attractive solution for the younger person (and almost anyone 
else for that matter) is almost always to find a job with benefits. Many can’t 
find a job with benefits. Others have a job that doesn’t offer benefits because 
the business owner either can’t or feels he or she can’t afford to provide 
health insurance. If you’re on your own do your homework on options and 
get sound advice. 

DIVORCE
A particularly cruel aspect of the fact that most coverage in our country 
is tied to a job is that it affects so many women who lose their coverage as 
a result of divorce. Of course, if you are getting divorced and have cover-
age through your own employment, divorce does not affect your coverage. 
But women getting divorced are often a dependent on their spouse’s Plan. 
Sometimes men are, too. Even if they are relatively healthy, women getting 
divorced are more likely to be in counseling, taking prescription medicine 
for depression or both which typically makes them ineligible for private, 
individual insurance which is medically underwritten. Many women are 
shocked to find that in addition to their family breaking up and the loss of 
financial support, they are losing their subsidized group coverage. 

So often with divorce, it seems both parties lose financially, so the added 
responsibility of paying for one’s own health insurance feels even more bur-
densome. This group often suffers “sticker shock” after they learn the cost 
of COBRA coverage.

I have spoken widely on Healthcare Coverage and Divorce and was even 
invited to speak in Canada where divorce does not affect healthcare cover-
age. Through these conferences as well as other experiences, I learned that 
many former husbands have offered to keep their ex-wives on their Plans 
as spouses. At times I’ve even been told this was a divorce attorney’s recom-
mendation. This is a very bad idea. The term “eligibility” was discussed earlier. 
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You have to be eligible for coverage for an insurer to have an obligation to 
pay your claims. Knowingly remaining on an insurance Plan when you are 
not an eligible dependent is viewed by the insurance company as insurance 
fraud. The insurer may accept the premium payments and may not “catch” 
you but if you have large claims and they discover you are not an eligible 
dependent, they have a right to deny those claims. 

We had one client whose former husband had remarried and she thought 
she could still be on his Plan. You should always be ELIGIBLE for your 
coverage so no insurer can deny your claims. 

We’ve also seen this problem with former husbands who own businesses 
and add their ex-wives and/or adult children as employees even when they’re 
not. To some this seems smart but it’s extremely foolish. From an insurer’s 
perspective and any state insurance department regulator, these practices 
are insurance fraud. 

In dealing with the options for divorced women, state of residence matters. 
In New York where individual premiums are prohibitively expensive, almost 
everyone with a COBRA right will choose it over individual insurance if they 
are not working. But again, COBRA is often expensive and always temporary 
so even for three years, you should consider COBRA a short-term option. 
In states where individual insurance is medically underwritten, the largest 
problem divorced women have is qualifying for the coverage because so often 
they are in counseling or taking prescription drugs for anxiety or depression.

A divorced spouse can never be an eligible 
dependent on a former spouse’s plan.

Woman Took Valium:  

Insurance Denied

Joan was in her late 50s and getting divorced. She had been an at-
home Mom for many years and after her children grew up, she 
worked as a volunteer for several local charitable agencies. Joan 
had not worked on a paid basis since early in her marriage and felt 
the prospect of gaining employment in a setting with good health-
care coverage was unlikely. COBRA seemed very expensive so she 
applied for individual coverage and was denied. In her Health 
Questionnaire, a form similar to what one fills out as a new patient 
in a doctor’s office, she had answered all the questions related to 
various ailments as “No.” However, she was taking valium for anxi-
ety and that was enough for the insurer to deny her application. 
Joan opted for COBRA. 

At the end of COBRA, Joan re-applied for individual insur-
ance and was denied a second time because she was still taking 
valium. Joan’s only option for coverage was the state’s High Risk 
Pool Program. Joan obtained that coverage but it was very expen-
sive. Joan felt she had to try to taper off the valium and did so over 
a six-month period. Unfortunately an application for individual 
insurance will ask the question, “have you ever been denied cover-
age?” and Joan had been denied twice. Joan reapplied a third time 
for private, individual coverage addressing the valium issue head-on 
with a letter from her doctor validating that she was doing well and 
had been off the valium for months. Joan was approved. 
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Paid COBRA Premium Late

Rita had been on COBRA for two years after her divorce. One 
January she made two payments and several weeks later received 
a letter stating, “the coverage described below has been cancelled 
upon request and can’t be reinstated.” Rita had never requested 
cancellation of her coverage. Rita called the Service Center, was 
told she’d have to appeal, filed an appeal and several months later 
received a letter stating her coverage would be reinstated but the 
coverage wasn’t reinstated. 

At this point knowing her COBRA would have been ending soon 
anyway, Rita applied for coverage to Golden Rule in Florida. She was 
denied private, individual coverage due to pre-existing conditions but 
was told that she did have access to a HIPAA Portability Plan if she 
could produce a HIPAA certificate from the prior insurer showing 
she had not had a break in coverage of greater than 63 days. That 
is when Rita came to us for assistance. She needed to have her for-
mer coverage reinstated in order to have a coverage transition after 
COBRA was exhausted.

Throughout this ordeal, we learned how brutally aggressive the COBRA 
administrator for this large national bank had been. The letter sent to Rita 
suggesting she had requested cancellation of her coverage was a mistake. As 
we learned more about the situation, it appeared that Rita had been termi-
nated either because of one inadvertent underpayment of $6.18 or because 
she paid January’s premium in January and the company said the payment 
was due in December. 

The company’s representatives consistently referred us to the COBRA 
administrator and those working for the COBRA administrator maintained 
they had no authority to resolve the situation. In the end we did prevail and 
Rita’s COBRA was reinstated retroactively, she paid all her back premiums 
and she was able to get a letter of creditable coverage showing she hadn’t had 
a gap in 63 days so could go on the Portability Plan. We were very persistent. 

Missing COBRA Notice

Evelyn had just gotten divorced. She and her husband owned two 
homes and as part of the settlement, she was to prepare their sec-
ond home to be sold. She was away for several weeks at the second 
home and did not have her mail forwarded. When she returned 
to her primary residence she realized her COBRA notice had 
arrived while she was away and she immediately sent a letter to the 
employer asking for consideration. The response she received was 
harsh and clearly stated that no exceptions would be made for miss-
ing the COBRA notice deadline.

Your letter indicates you missed making your payment…. It is the  
COBRA participant’s responsibility to pay the monthly premiums 
in a timely fashion, whether an invoice is received or not.

If a premium is not received by the required deadline, benefits are termi-
nated retroactively to the last day of the month in which a full premium 
payment was received. Because your COBRA payment was not received 
by the required deadline, we are unable to reinstate your coverage.

During this period we told Evelyn she needed to apply to New York’s 
Direct Pay Plan (individual insurance provided on guaranteed issue basis) 
to have insurance in place. Since this is a guaranteed issue program she was 
accepted. However, the premium for Evelyn’s Empire coverage is $1,611.00 per 
month versus the $512.00 per month her COBRA coverage would have cost. 
Having the Empire coverage rather than COBRA coverage for three years 
will cost Evelyn about $40,000.00 more in insurance premiums. Hers was a 
costly oversight. Worse, several months later Evelyn was told she should have 
a surgical procedure which the insurer said it would deny based on its right 
to impose a pre-existing condition exclusion for 12 months since Evelyn had 
had a break in coverage one month longer than the 63 day HIPAA timeframe.

Evelyn was treated very harshly at an extremely vulnerable period in her 
life. Sadly, that’s why people must be extremely conscientious in dealing 
with health insurance matters. 
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INVOLUNTARY JOB LOSS 
Job loss occurs under many different types of circumstances. We can be fired, 
laid-off, retire or opt to leave an employer. Some sell a business. In almost all 
situations where an individual had group coverage, the departing person has 
a right to COBRA coverage. 

The coverage implications associated with leaving a job depend largely 
on whether the departure was planned, whether there are dependents, the 
best option for each dependent and whether the worker and/or spouse was 
over or under age 65. 

If you are leaving one position and already have a job secured, please 
also go to the section on Group Coverage Traps and Gaps and if you are 
retiring or dealing with a spouse’s retirement, please go to the retirement 
section of the book. This section is largely written for the person who has 
involuntarily lost his job and faces loss of healthcare coverage. 

A lay-off or reduction in force is often accompanied by severance that 
includes a period of employer-subsidized coverage before the opportunity to 
elect COBRA. Taking that coverage is a straightforward matter for someone 
under age 65. Severance issues are more complicated for the person who 
worked for a large employer and is eligible for Medicare or has a spouse eli-
gible for Medicare. If you fall into that category, please read the case study 
in the Missing Medicare Part B Special Enrollment Period in the Medicare 
section of the book. 

HUSBAND AND WIFE BOTH EMPLOYED
When a husband and wife are both employed through businesses that offer 
healthcare coverage, the family will typically be covered under one spouse’s 
Plan. When healthcare coverage didn’t cost so much, many dually employed 
couples maintained both sources of coverage on each other’s Plans but that’s 
not common today. 

Should the spouse with the coverage lose his or her position, that job 
loss is a qualifying event and will still allow the couple or family to get on 
the other spouse’s coverage “off-cycle” or outside the Annual Enrollment 
Period. Group coverage is almost always the best option since employer or 
union provided coverage is typically paying for most of the cost of coverage.

For a household with one worker, COBRA is often unaffordable. But try 
not to skimp on something as vital as coverage. COBRA can be an excellent 
option if the following apply:
•   COBRA is a temporary bridge to another job

•   COBRA will enable you reach age 65 when you are eligible for 
Medicare

•   You have a pre-existing condition and have no option for private  
individual coverage in your state because you likely won’t be accepted

•   You live in a “guaranteed issue” state and COBRA is less costly  
than alternatives

•   You have no other options as a sole proprietor or small business owner
•   You were on a spouse’s Plan, your spouse died and you need time  

to plan
•   Cost of premiums is not a consideration and you plan to exhaust 

COBRA and go onto the HIPAA-required conversion option in  
your state 

But, you need to consider the options and their advantages and disad-
vantages for every family member both short-term and long-term. If you 
have children who can be covered under a state-subsidized program because 
you have no income, find out what’s available to them. 

If you can take COBRA to age 65  
(Medicare eligibility), it is often an attractive 
alternative to other options charging higher 

rates based on age.
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Involuntary Job Loss

Elaine lost her job at age 27. COBRA was almost $700.00/month. 
She was in New York where individual insurance premiums even for 
an HMO were higher than COBRA. She looked at various associa-
tion options there, like the Freelancers Union, but she didn’t qualify 
for their coverage. She was totally healthy and totally exasperated. 
She decided to move back to her parents’ home in Connecticut to 
be eligible for inexpensive individual insurance coverage there.

Joe lost his job in his early 60s. He had pre-existing conditions so 
took COBRA. However, he had a younger wife and she qualified 
for individual insurance at a much lower rate. Joe hoped to be re-
employed before his 18 months of COBRA ran out. He didn’t have 
a post-COBRA Plan yet but knew he had a deadline if he couldn’t 
find another job quickly.

Jean was in her late 50s and worked for a large employer so her 
older husband, Jack, was eligible for her group Plan as a depen-
dent and avoided paying Medicare Part B and Part D premiums. 
When she was laid off, he decided to go on Medicare B and D and 
a private Supplement. Jean’s COBRA rates were cheaper than insur-
ance in the individual private marketplace. That surprised Jean 
but her employer was a large private company with many young, 
healthy workers so rates were pretty reasonable. She decided to take 
COBRA since the rate was unusually attractive knowing that if she 
developed a pre-existing condition while on COBRA, she wouldn’t 
be able to qualify for individual insurance. She was considering 
starting a new business anyway which she knew could be a vehicle 
for coverage.

Lynn lost her job with a large company. They provided her with 
severance and an extension of her group coverage and then she took 
COBRA. By the end of COBRA she had started her own consult-
ing firm and also sat on several corporate Boards. Sole proprietor 
coverage in her state was a better option than private individual 
insurance and small group insurance wasn’t an option since she was 

self-employed and had no other employees. She applied and was 
approved. 

Some people will have few options for coverage but others will 
have several as well as several options for family members. Be stra-
tegic when it comes to planning and get good advice.

RETIREMENT OR RETIREMENT OF A SPOUSE 
Sometimes we plan our retirement; other times it is foisted upon us. But 
if you’re fortunate enough to be encouraged to retire from a large company 
and you are eligible for retiree medical, you may be one of the lucky few, 
as far as coverage is concerned, if the coverage is good and the cost to you 
reasonable. If you are under age 65, however, you should determine if the 
retiree medical ends at age 65 or extends beyond age 65. If you are 65 or 
over and have a spouse on the Plan, you must know if there are survivor 
benefits should you predecease your spouse. 

We often see the dwindling value of retiree medical benefits, particularly 
for retirees 65 and over for whom Medicare is primary. Let me quote from 
one of our client’s Retiree Benefits Booklets:

(The company) reserves the right any time, at its discretion, to amend, 
modify, reduce or terminate any of the retiree health and welfare pro-
grams described or referenced in this brochure. This may be done at 
any time, including after retirement, the onset of disability or death.

This is not very warm language from a company you may have spent 
decades or perhaps your entire adult life committed to. Employers are under 
tremendous pressure, however, due to the rising costs of healthcare. Most 
are preserving their rights to modify, reduce and even eliminate benefits. 

If you have retiree coverage through  
a former employer, always determine whether 

it ends at 65 or is a lifetime benefit.
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If retirement does not include retiree medical, many of the issues and 
options discussed in Involuntary Job Loss above are similar. Any reader under 
65 should review the Involuntary Job Loss section of this book. Those about 
to turn 65 or over 65 should read the entire Medicare section. 

Retirement seems like a process that should be well planned but we see 
many thoughtful people and others who haven’t planned well or haven’t 
planned at all. They may not have dealt with obtaining coverage on their 
own before so underestimate the difficulty or cost of a transition. Often, 
a sudden decline in health by one spouse takes the couple by surprise. At 
a certain age, it’s time to give some thought to the issue of how you’ll have 
coverage after leaving the workforce.

As with every other transition, you must know what your options are 
especially if you or a family member have a pre-existing condition which 
might lead to your not being eligible for coverage in the individual private 
insurance marketplace. Taking COBRA is almost always an option for some-
one planning to retire and if you are within 18 months of turning 65, that’s 
a pretty sure plan for transitioning from the group coverage onto Medicare.

Of course, as we get older we are more apt to have medical issues that 
an insurer would consider a pre-existing condition that would prevent us 
from getting coverage from them. Five retirement stories illustrating various 
traps and gaps are presented on pages following.

Diligent and Thoughtful Planning

Donald was 70 years old and had served as the CEO for a small 
company (but over 20 employees) for many years and was thinking 
about retiring soon. He hoped he could negotiate an arrangement 
where he could stay on the Group Plan. His wife Catherine was in 
her 50s and also on Donald’s company’s Plan although she worked 
for a small company through which she could get coverage. They 
didn’t believe her Plan was nearly as good as Donald’s Plan due to 
both benefits and the provider network and hoped they could also 
arrange something where she could remain on Donald’s insurance 
after he retired. There was also a concern about her past medical 
history that an insurer might consider a pre-existing condition.

First, we explained to Donald and Catherine that since this was a small 
company with no retiree benefits, a special arrangement negotiated for them 
to remain on the group Plan after he retired didn’t seem a viable option. This 
gets back to the concept of eligibility. Once Donald retires from his company, 
a company that has no retiree program and no plans to establish one, Donald 
would be eligible to continue his group benefits temporarily through COBRA 
but cannot remain an active part of the employee health Plan.

A small employer like Donald’s would have a fully insured health Plan 
regulated under state law. Eligibility requirements vary from state to state, 
for example, how many hours one might have to work to be eligible for the 
employer’s coverage, but you are not eligible nor could your spouse be eli-
gible for benefits except through a COBRA extension.

Donald was also hoping he could avoid going on Medicare since he had 
heard that some doctors were deciding not to take Medicare at all or not take 
new Medicare patients. We explained to Donald that enrolling in Medicare 
Part B was not required by the government but practically speaking there 
simply aren’t other attractive coverage options once one is retired and eligible 
for Medicare. Also, Medicare enrollment rules are punitive when you don’t 
sign up for Medicare according to government rules designed to prevent 
people from enrolling just when they get sick. 

After a number of discussions, Donald understood that upon retirement, 
he should enroll in Medicare Part B (he already had A) and go on Medicare 
and its related products and programs including a private Supplement and 
Part D coverage for prescription drugs.

Meanwhile we were working on Catherine’s options. There were a num-
ber of them:

Donald’s retirement would create a qualifying event for her even if he 
didn’t take COBRA so she would be eligible to take COBRA, a temporary 
extension of group benefits.

Donald’s retirement would also create a qualifying event for Catherine 
which would allow her to enroll in her company’s Plan off-cycle from the 
Annual Open Enrollment Period.

And what if Catherine wanted to retire? She was many years away from 
Medicare eligibility.

Catherine could apply for individual coverage in her state of residence, 
South Carolina. Premiums are age-rated (the older you are the more you 
pay) in South Carolina and pre-existing conditions would be taken into 
account until at least to 2014, if reform is implemented as passed. 
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Thoughtful Coverage Planning is a must  
when one ages onto Medicare years ahead  
of a younger spouse. The couple will have  

very different coverage options.

If Catherine were denied individual coverage, there was also a High Risk 
Pool Program available in South Carolina. This would be an expensive 
source of coverage but Catherine was reassured knowing that whatever 
Donald planned related to his retirement and whatever she planned related 
to hers, should she not qualify for individual insurance in the private mar-
ketplace she would still have a good, comprehensive option for coverage. 
They were relieved. 

Remorseful Retiree Botches Wife’s 

Health Coverage after his Retirement

A spouse’s retirement can be enormously problematic especially in those sit-
uations where the man is the policy holder, the wife is younger and/or there 
are young children. Retiree medical benefits through a company or union are 
a source of protection in this situation but fewer and fewer people are getting 
retiree medical benefits.

Michael had worked for a large company in a senior position for 
decades but the company did not offer any retiree medical. He 
decided to retire when he was 63 and he and his wife, Mary, took 
COBRA for 18 months. He sought our advice to help with the tran-
sition onto Medicare. We also discussed his wife’s situation. She 
was five years younger than Michael. She was able to extend her 
COBRA beyond the initial 18 months, to a total of 36 months, when 
Michael went on Medicare. However, she had several health issues 
which a private insurance Plan would have considered a pre-existing 

condition. Her only realistic option for coverage when her COBRA 
finally ended was the state’s High Risk Pool Program which was 
exceedingly expensive for someone in her 60s. Having had good 
group coverage his entire life, Michael had no idea Mary’s cover-
age could be so expensive through the High Risk Pool (December 
2011 rates for the Plan she was on were $1,588.12 per month). In 
retrospect, he wished he had remained employed rather than retire 
when he did. 

Got Coverage through Trusted 

Professional Association and Paid Dearly

Husband and wife physicians in their 50s decided to retire. The 
wife had a brief scare due to a breast cancer diagnosis but the breast 
cancer was caught early, she was treated and she was fine. They were 
correct to think any recent breast cancer diagnosis would make 
it unlikely that she could qualify for private individual insurance 
that is medically underwritten. Instead, they both obtained cover-
age through a surgical association which imposed very hefty pre-
mium increases over the years. When their premiums exceeded 
$40,000.00 per person per year, they wanted to consider other 
options. The husband was able to obtain high deductible individual 
insurance with the state’s Blue Cross and Blue Shield Plan at a cost 
of about $6,000.00/year. The wife was able to obtain good cover-
age through the state’s High Risk Pool Program. She chose a high 
deductible Plan and also had premiums of about $6,000.00/year. 
Both of them established health savings accounts as part of their 
new coverage which helped them pay expenses with pre-tax dollars 
before their deductibles were met.
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Broker Gives Retiree  

Incorrect Information

When Joe retired after a long career with a large company, he and his 
wife, Peggy, both had excellent retiree medical benefits. He was told 
there were no survivor benefits for his wife should he predecease 
her. Joe met with a broker who told him he should buy a Medicare 
Supplement for his wife because otherwise she might not be able to 
buy a Supplement if he predeceased her and if she had developed 
a pre-existing condition. This information was wrong. First, should 
Joe predecease his wife she would have a COBRA right to extend 
the retiree coverage because she would be a HIPAA-eligible person 
and already on Medicare A and B. She also would have a guaran-
teed right to purchase a Medicare Supplement within 63 days as a 
HIPAA-eligible person losing group coverage. Second, she lived in 
a state where Supplements that didn’t impose a waiting period for 
pre-existing conditions were available. Joe paid for the Supplement 
for his wife for many years even though it duplicated the coverage 
she already had through his former employer. 

Misses Medicare Special Enrollment  

after Wife’s Retirement

George was covered through his younger wife’s large group 
employer. When she was an active employee, he didn’t need 
to enroll in Medicare Part B. She retired and neither of them 
focused on the fact that her Plan required anyone 65 or over to 
have Medicare Parts A and B as primary. George missed his Part 
B Special Enrollment Period. Of course, he was able to enroll in 
Medicare during the General Enrollment Period during the first 
quarter of each year but he will pay premium penalties for life and 
in the meantime he had a frightening gap in coverage and he had 
a history of cardiovascular disease.

DEATH OF A SPOUSE
A coverage transition associated with the death of a spouse is also an 
immensely cruel part of our largely employer-based approach to coverage. 
I have seen a good number of condolence letters to, mostly, the new widow. 
As mentioned before, the closing line is often “you may elect COBRA during 
your COBRA election period but you will be terminated from the Group 
Health Plan at the end of the month.” In order to maintain continuous cov-
erage, electing COBRA is often the only desirable, practical decision imme-
diately following a spouse’s death. My plea would be for the surviving spouse 
to carefully evaluate coverage options just as soon as possible. 

Like all other transitions, death of a spouse can result in a number of dif-
ferent coverage options depending on the situation. In the opening chapters 
of the book, we discussed the Watson family where a sole proprietor’s death 
resulted in immediate termination of coverage. The insurer initially opposed 
extending coverage for even a month. To lose your husband and father sud-
denly and prematurely is a tragedy. Adding to it the loss of the protection 
healthcare coverage provides with no notice is unspeakably inhumane. 

When both a husband and wife have coverage through their respective 
jobs, death of a spouse will not affect the other’s coverage. In Lynn’s case 
described on page 81, however, staying on her own Plan almost resulted in 
forfeiting her right to retiree medical lifetime survivor benefits. There is a 
substantial risk with dually employed couples that the employer will not 
extend retiree medical benefits to a spouse who was not on the Plan at the 
time of the subscriber’s death. Hence, best to have a Coverage Plan.

INDIVIDUAL INSURANCE
If husband and wife each have individual insurance, the death of one spouse 
doesn’t affect the other’s health insurance because each was deemed eligible 
for the coverage at the time it was granted. 

MEDICARE
If a husband and wife have Medicare as their primary insurance when one 
of them dies, coverage is not as totally disrupted as it is for younger cou-
ples. When a surviving spouse is already on Medicare as primary, at least 
Medicare Parts A and B are in place. Medicare Supplements, Medicare 
Part D Plans and Medicare Advantage Plans are provided to individuals. 
There is no relationship to a group. If one spouse dies the coverage of the 
other spouse is not affected.
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If a Retiree Medical Plan doesn’t have  
survivor benefits and the retired employee 
predeceases his or her spouse, that spouse  

will have a right to COBRA.

If the secondary coverage, however, is retiree medical through a former 
employer, one needs to know if there are survivor benefits. A widow with 
no survivor benefits must consider her options. One may only have 63 days, 
the HIPAA period, to transition, if necessary, to a Medicare Supplement and 
Part D Plan. COBRA is not typically an attractive option for someone on 
Medicare because COBRA is expensive and the combination of Medicare 
primary and COBRA secondary is expensive, cumbersome and temporary. 
Even though the secondary coverage may not change if there are survivor 
benefits, the transition must be managed because the surviving spouse who 
was a dependent may now be considered the subscriber by the insurer and 
will often be given a new insurance card with a new number. 

A wife who did not earn Medicare on her own Social Security record 
will get a new Medicare card with a different suffix after her husband’s 
death. This does not change her Medicare benefits and should not affect 
Medicare claims.

From COBRA to Individual Coverage

Victoria was in her late 50s when her husband died and she and her 
college student son elected COBRA for three years. At the end of 
the COBRA period both were in good health and their advisor had 
shopped on-line for individual two-person coverage with Victoria 
being the subscriber. Since health insurance in their state was age-
rated, applying for two-person coverage with Virginia as the sub-
scriber would have cost Victoria an extra $4,000.00 or so a year 
because the son could qualify for an individual policy on his own 
at a vastly lower rate based on his age than she could in her early 

60s. They each applied separately for individual coverage and were 
approved. 

Medicare Eligible

Mary’s husband worked for a large company and she was on his 
Plan as a dependent. She enrolled in Medicare Part A but the com-
pany Plan was primary for all services and she had no reason to 
enroll in Medicare Part B. When her husband died suddenly she 
received a letter of condolence reminding her that her active group 
coverage would terminate at the end of the month although she 
could elect COBRA. Her husband’s company did not offer retiree 
medical and hence there were no survivor benefits either. Mary 
decided to immediately enroll in Medicare Part B because the loss 
of group coverage created a Part B Special Enrollment Period. 
A Medicare Part B Special Enrollment Period, much like being 
“HIPAA-eligible,” also allowed Mary a guaranteed right to enroll 
in a Medicare Supplement and a Part D prescription drug Plan as 
long as she acted within 63 days.

Widow Not on Husband’s Plan Deemed 

Ineligible for Lifetime Retiree Medical

Lynn’s husband had been a senior executive with one company for 
his entire career. Lynn was also working and had coverage of her 
own through work. Lynn’s husband was diagnosed with cancer 
and had a rapid decline and died. Of course, since Lynn wasn’t on 
his Plan, her husband’s death didn’t affect her coverage. Two years 
later, Lynn started to plan her retirement but 18 months of COBRA 
wasn’t going to take her to age 65 and Medicare eligibility. She 
sought our assistance. 

Our research determined that Lynn’s husband’s Plan, through a large, 
national bank, had provided for lifetime survivor benefits. However, the 
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company’s position was that she was ineligible because she had to be on the 
company’s Plan at the time of his death and she was not. This seemed partic-
ularly illogical to Lynn since having maintained her own coverage for many 
years she had actually saved her husband’s company from having to pay for 
any medical services for her. Lynn probably wouldn’t have had any luck gain-
ing access to the company Plan had she been forced to go through regu-
lar channels. Fortunately, her husband had been a fairly high-level executive 
with the bank so a friend of his at the company intervened on her behalf. In 
the end, a settlement was agreed to where the company let Lynn pay pre-
miums retroactively to the month of her husband’s death so that she could 
be considered on the Plan at that time and therefore eligible for her lifetime 
retiree medical benefits. 

To be eligible for retiree medical benefits  
as a survivor, you may need to be on the  
Plan at the time of your spouse’s death,  
instead of your own Plan if you have  

coverage through your employer.

Survivor Benefits  

and Excellent Retiree Medical

Eleanor’s husband died after a brief illness. They both had Medicare 
Parts A and B and excellent retiree coverage with survivor benefits 
through his former employer. Eleanor had to work through the 
Benefits Administrator so that she could become the subscriber 
rather than a dependent on her deceased husband’s Plan. The cov-
erage was so good there was no reason to consider other options. 
Eleanor also received a new Medicare card with her husband’s social 
with a “D” rather than a “B” on the end. Receiving a new Medicare 
card with a new suffix alarmed Eleanor at first. We explained that 

her Medicare benefits were unchanged. The “D” suffix indicates to 
Social Security that she continues to be entitled to Social Security 
and Medicare benefits through a deceased rather than living spouse.

Every year Eleanor receives a letter of creditable coverage from her 
deceased husband’s former employer indicating her drug coverage is as 
good as or better than Medicare Part D. Eleanor saves that letter just in 
case the retiree coverage should ever be eliminated and she needs to enroll 
in Medicare Part D without premium penalties. 

MOVING 
In general, your health insurance should align with your state of residence. 
If you have group coverage, your employer normally manages this issue but 
look at what happened to Mr. and Mrs. Stevens with his promotion! Leave 
nothing to chance. Find out how a relocation or promotion will affect your 
coverage before you accept. 

If you have individual coverage or even a Medicare Supplement or Part 
D Plan, you need to understand the coverage implications when you move 
to another state. Moving can have a negative impact, a neutral impact or can 
provide better options than you had in your previous state. It all depends on 
your situation. Joanne Yamamoto’s move from California to North Carolina 
helped her obtain better coverage.

We are seeing more people moving out of their home countries for estate 
planning purposes without factoring healthcare coverage into their Plan. 
Please know that U.S. insurers will likely not accept coverage from out-
side the U.S. as “creditable.”
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California Resident Moves to State  

with Sole Proprietor Coverage

Claire was a massage therapist in northern California and her cov-
erage was through conversion of a prior policy she had had through 
North Carolina Blue Cross and Blue Shield. When she moved out 
of California and back to North Carolina, she applied to another 
company for individual coverage. She was granted the coverage but 
had a 12-month waiting period imposed for the one medication she 
took for anxiety as well as any mental health services. These were the 
only services of importance to her at the time. Unfortunately, Claire 
had terminated her prior individual coverage which had included 
the rare conversion option. Fortunately, North Carolina had sole 
proprietor coverage or essentially coverage for a self-employed indi-
vidual. As a group of one, Claire’s coverage was based on her eligibil-
ity as a sole proprietor rather than her health status. She applied for 
and was granted that coverage with no pre-existing condition issues 
or waiting periods. 

Woman with Individual Coverage: 

Company allows Conversion to New State

Sarah, a woman in her mid-50s was married to an older man 
already on Medicare. They wanted to make their Florida home 
their permanent residence. Were they to relocate and have her 
apply for individual coverage in Florida, Sarah would not have been 
accepted due to pre-existing conditions. However, Sarah had a Blue 
Cross/Blue Shield policy which entitled her to convert her existing 
Kentucky policy to a Florida Plan. It was very wise of her to have 
chosen the Kentucky Plan that she did. Otherwise as an individual 
with no HIPAA rights, she would not have been able to qualify for 
individual insurance in Florida. 

Coverage through State High Risk Pool

Margie had a history of eating disorders that she had largely 
overcome. Nevertheless these past problems prevented her from 
obtaining coverage in the individual private insurance marketplace 
in her home state of Connecticut. As a result, she applied for and 
obtained coverage through the Connecticut Health Reinsurance 
Association, Connecticut’s High Risk Pool Program. She later 
decided to move to California. California also has a High Risk Pool 
Program. Margie contacted the California Major Risk Medical 
Insurance Program and learned there was no reciprocity between 
the two high risk programs. 

In order to apply for coverage through California’s Program, 
Margie needed to establish residency in California and prove that 
she had been denied coverage by a private insurance company 
within two years. Margie had not saved proof of her denial from 
the first insurer she had approached which led her to apply to 
the Connecticut Health Reinsurance Association. Margie applied 
again to the Connecticut insurer which issued the original denial 
and her application was denied again. This written denial enabled 
her to complete the California Program’s application. Margie was 
extremely anxious because the information she had received from 
the California Program stated that they maintained a waiting list 
and she did not want to be without coverage. Margie was fortunate. 
She was accepted by the California Program and coverage started 
on the first of the following month.

Coverage through a state’s  
High Risk Pool Program is always tied to 

your state of residence. Reciprocity agreements 
between states are rare. Plan carefully before 

moving to another state or you could  
lose healthcare coverage.
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Couple with Individual Coverage  

Move to New State

John and Sally bought individual coverage in Arizona where they 
had lived for a number of years. Although they kept their home in 
Arizona, over time they actually became legal residents of Nevada. 
In the fine print of their Arizona policy was wording that the cover-
age applied only to legal residents of Arizona. When they came to 
us for help we suggested that their coverage should align with their 
state of residence. To maintain coverage from a Plan that requires 
you to live in the state when it is not your official domicile risks a 
dispute over eligibility and claims. Fortunately John and Sally were 
healthy individuals who were easily able to obtain individual cover-
age in Nevada by applying on-line to a reputable Plan. In fact, the 
new coverage was far superior to what they had in place in Arizona. 

Adult Studying Abroad with Family

Martin was getting a doctorate degree in England. He, his wife and 
young children were covered by the British Healthcare System dur-
ing that period. While they were outside the U.S., Martin’s wife, 
Debby, was diagnosed with diabetes. They had maintained an indi-
vidual policy written in the U.S. but it was very poor coverage, had 
no drug coverage at all and was not considered creditable. On their 
move back to the U.S., they learned that even in the states where 
Sandy could get onto a State High Risk Pool Plan on a guaran-
teed issue basis, she would likely face a one year exclusion period 
for pre-existing conditions because the British Healthcare System 
was not considered creditable coverage and because she was not a 
HIPAA-eligible person. Fortunately, Martin and Debby moved to 
Massachusetts during an Open Enrollment Period and the whole 
family was able to be covered. Although the family was told by 
Connector staff that Debby’s claims could be excluded due to a pre-
existing condition exclusion, Debby’s claims were not denied.

Moving can lead to a very significant coverage trap. Many Plans like 
Health Maintenance Organizations (HMOs) and Medicare Advantage Plans 
are tied to a specific geographic area by law. You must live in that area to be 
eligible for the coverage. Outside of the area, benefits are limited to urgent 
and emergent care. Know the specifics of your Plan.

Individual insurance in the private marketplace is regulated by states and, 
as we have seen, state environments vary. Even if you have the type of insur-
ance product that allows you access to a national network, that doesn’t mean 
you can choose to live anywhere you want and keep that Plan. Make sure.

With insurance coverage you don’t ever want to allow yourself or some-
one you love to be at risk because the insurer decides that you or a family 
member is not eligible for the coverage. Even with Medicare products which 
will be discussed later in this book, state of residence matters. Medicare 
Advantage Plans are always tied to a geographic area, as are Medicare Part 
D Plans and Medicare Supplements. Your coverage should align with your 
permanent state of residence. 

COMPANY ACQUISITION
Many small companies don’t offer benefits or only subsidize them for the 
employee, not dependents. As a result, when your small company is acquired 
by a larger company with good group coverage and if you keep your job in 
that transition, you are typically far better off unless you already had good 
coverage through your spouse’s Plan. 

When companies of comparable size merge it is still very important to 
understand the differences in the Plans and how they might affect you and 
your family. Domestic partner issues can be particularly troublesome.

Domestic Partner with AIDS Denied 

Coverage when Company Acquired

Harry had been covered for years as a domestic partner under 
Matt’s large group policy. Harry was dying from AIDS when Matt’s 
company was acquired. Matt was informed that the new company 
didn’t recognize domestic partners as being eligible for coverage but 
Harry would be able to elect COBRA. This was devastating news 
since Harry was gravely ill. Matt was first told Harry could have 
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COBRA for 18 months but at our suggestion challenged that and 
the COBRA coverage period was increased to 36 months. The cost 
of the premium was an added burden during this time but at least 
Harry had coverage. Harry died during the COBRA period.

Selling Business  

and Staying on Buyer’s Plan

Maureen was 68 when she sold her business. She negotiated staying 
on the Group Plan for two years after the sale. When that period 
ended, Social Security told her she had missed her Medicare Part 
B Special Enrollment Period. She could apply for Part B during 
the next General Enrollment Period but she would have a gap in 
coverage and pay lifetime penalties. She went back to the buyers 
of her business who agreed to let her remain on the Group Plan to 
avoid a gap in coverage until her Medicare Part B was in place. Was 
Maureen truly eligible to be on that Plan? Maybe not but large, self-
insured employers have more latitude in this regard than others. 

Company Acquisition Reduces Union  

and Retiree Benefits

Sometimes a cost-cutting strategy when a company is acquired is to reduce 
expensive healthcare benefits.

Daniel had been the Chairman and CEO of a large U.S. company 
that had fallen on hard times as it struggled to compete in a more 
global economy. He had retired with medical benefits through the 
company and had enrolled in Medicare Part A and B when he turned 
65. When Daniel’s former company ultimately declared bankruptcy 
and restructured, it was the perfect opportunity for the union 
Plan’s rich benefits to be reduced and the retiree Plan eliminated 
altogether. When Daniel received notice of the termination of his 

retiree medical, he and his wife enrolled in a Medicare Supplement 
and a Medicare Prescription Drug Plan at their own expense. 
When Daniel was CEO, he assumed that he and his wife would 
have generous, subsidized, lifetime retiree medical benefits. It wasn’t 
meant to be. Retiree medical benefits for professionals are particu-
larly vulnerable to being reduced or eliminated because the benefits 
are usually provided at the company’s discretion.

ADULT DISABLED CHILDREN
Some companies allow adult disabled children to remain on a parent’s Plan 
long after a healthier dependent would “age-off.” This can be an enormously 
important protection particularly if the disabled person is in a state where 
insurance is medically underwritten. How the government handles Social 
Security Disability Income (SSDI) and Social Security Income (SSI) for 
these individuals and how they qualify for Medicaid and/or Medicare is 
beyond the scope of this book. However, in addition to any government 
benefits to which an adult disabled child may be entitled, anyone who has 
a disabled adult child should know whether that individual can be covered 
on a parent’s group Health Plan. 

Similarly, if you already have an adult disabled child on your Plan know 
that the coverage will probably terminate as soon as the parent retires. Also, 
in the case of many adults with chronic mental illness, substance abuse 
problems, or other issues from which they can recover, the adult disabled 
child’s condition can improve to the point where they no longer meet the 
criteria to remain on the Plan. Obviously this is joyous news on the one 
hand but losing good group coverage is never joyous news. At that point, 
other options have to be anticipated and planned for.

Adult disabled children who may be able  
to stay on a parent’s Plan often become 

ineligible once the parent retires.
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Adult Son with Limited Policy  

Diagnosed with Serious Illness

Jeff and Mary had a 28 year old son, Kevin, who had his own lim-
ited individual Plan since he had no benefits at work. He had been 
a totally healthy young man so a cheap Plan with limited benefits 
seemed to make sense at the time. Subsequently, Kevin was diag-
nosed with a very aggressive type of leukemia. Mary contacted her 
Benefits Department about getting Kevin on her Plan. Kevin was 
so incapacitated that he met the criteria for an adult disabled child 
but Mary had just missed the open enrollment deadline for add-
ing him to her coverage. We urged her to plead for an exception 
that would result in Kevin’s enrollment on the Plan. The Benefits 
Department didn’t believe they had the authority to make an excep-
tion for Kevin. The matter was discussed with the President of the 
company who approved allowing Kevin to come on the Plan. The 
open enrollment deadline had passed but the company made an 
exception since the coverage year had not yet begun. 

The lesson here is that although one can’t expect special consideration, 
it never hurts to ask for it.

Adult Child  

Health Status Improves

Bill’s son, Rob, had a history of substance abuse issues that were 
serious enough to have him deemed disabled and eligible to be on 
his father’s Plan. Each year the Plan requested physician notes to 
assess Rob’s ability to remain on the Plan. Happily Rob had turned 
his life around. He was able to maintain a steady job although at 
a low rate of pay at a local store which offered no benefits. But he 
was living alone and maintained sobriety. After reviewing the most 
recent physician notes requested, the Plan indicated that Rob did 

not meet the criteria for remaining on his father’s group Plan as a 
disabled adult.

Rob was eligible for three years of COBRA and lived in a state 
with a High Risk Pool. Worst case, he could use his federal COBRA 
and HIPAA protections to maintain coverage since he’d likely be 
denied coverage in the individual marketplace because a health 
questionnaire would ask about his substance abuse history and 
he would be deemed a poor risk. Fortunately, Rob’s family could 
afford to pay for the coverage he needed.

Plan rules allowing adult disabled children  
to remain on family insurance vary.  

Verify what your adult disabled child’s  
rights are.
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Group Coverage  
Traps and Gaps

Many individuals are rather cavalier about any perils associated 
with coverage as a result of changing jobs because they’ve 
successfully navigated this transition numerous times in 
the past without any negative consequences. In my view 

that is often because the family is in good health not because the coverage 
is similar. The system works to the extent it does because most of us have 
reasonably good group benefits and are healthy. 

Mr. and Mrs. Stevens, one of the case examples from the beginning of 
the book, were innocent victims of the gift of inferior coverage as a result of 
a promotion within the same company which involved a move to another 
state. Their identification cards were inexplicably delayed and the cards were 
misleading. A logo on them suggested out-of-network benefits when there 
were none. The materials describing their Plan followed months after the 
identification cards and were also misleading. It turned out they had been 
enrolled in a closed panel HMO with no out-of-network benefits. This 
wouldn’t have mattered to them had Mrs. Stevens not been diagnosed with 
breast cancer.

As mentioned before, the traps associated with group coverage or chang-
ing group coverage are often not as dramatic as those associated with losing 
group coverage but they are real. Some of the unfortunate situations we’ve 
encountered when our client is starting a new position, working a reduced 
work schedule, having a group Plan that imposes pre-existing condition 
exclusions, or selecting among open enrollment options are discussed in 
this chapter.

WAITING PERIODS
You may have no control over what happens to your group benefits. You 
have a job and the benefits change or you accept a new job and the cover-
age options are what they are. However, one issue individuals can control 
in a transition is making sure they don’t have a gap of 63 days or more 
when moving from one job with good group benefits to another job with 
good group benefits. If you have a gap of more than 63 days, you leave 
yourself vulnerable to a pre-existing condition exclusion which is usually 
12 months. That means that no claims will be paid for services associated 
with a former illness or injury during the exclusion period.

As discussed under the HIPAA section of the book, comprehensive coverage 
without a gap in coverage of more than 63 days prevents the new Plan from 
imposing pre-existing condition exclusions. That coverage must be “creditable.” 
In some situations, a new Plan can impose a pre-existing condition exclusion 
period if your former coverage didn’t include the same class of benefits. For 
example, if you move from insurance that has no out-of-network benefits to 
coverage that has out-of-network benefits, the new insurer may be able to 
exclude coverage under the out-of-network benefits for a period of time. This 
is not always true but it is a possibility you should be aware of.

NEW JOB TRAPS
It is not unusual to find yourself ensnared in going from one job with ben-
efits to another job with benefits and assuming coverage is more similar 
than it is. It’s always wise to review coverage that may be offered to you at 
as detailed a level as possible. 

In my experience, parents of special needs children are among the most 
“healthcare coverage savvy” Americans. But even an extremely informed 
consumer, a father of a special needs child, can fall into a trap as did our 
client on the next page.

When starting a new job, plan for no gap  
in coverage. If there is a gap, make sure  

it is not 63 days or longer. If that happens,  
the new Plan may impose a pre-existing 

condition exclusion period.
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New Job with Promise of Good Benefits 

for Autistic Child

Patrick was considering a good offer from another company. They 
wanted him and he wanted the job. The only problem: the youngest 
of Patrick’s three children was autistic. Sam, the autistic child, was 
doing reasonably well but he still needed a great deal of physical 
therapy and speech therapy to make sure he didn’t regress. Patrick 
met personally with the head of Human Resources at the new firm. 
She explained that their company’s richest Plan provided for up to 
90 visits of physical and speech therapy and reassured him that Sam 
would be entitled to those services. Having validated that this was 
even better coverage than the family now had, Patrick took the job.

A few months later all of Sam’s physical and speech therapy 
claims had been denied. Patrick called the insurer and learned that 
the physical and speech therapy benefits were limited to those with 
“injury or illness.” In fact, there was a specific exclusion for services 
provided for congenital conditions. Patrick was devastated. He met 
with the Human Resources executive who had assured him services 
would be covered. She hadn’t read the fine print in the Evidence of 
Coverage document and was also devastated. Patrick learned the 
hard way that he had taken a position with a self-insured company 
that had great latitude to decide what benefits to offer under federal 
law at that time. Because the company was not regulated by the 
State Insurance Department, the company had no obligation to 
provide even the minimum therapy benefits required by state law.

The Human Resources Executive said she would discuss the 
matter with the CEO to see if they could provide some special 
assistance to Patrick’s family while they investigated the potential 
issues associated with changing the benefit. Patrick thought through 
everything to assure coverage for his son’s services before taking the 
new job. “I couldn’t have done anything differently,” he said. “When 
the head of Human Resources doesn’t even know what’s covered, 
what chance does anyone have?”

Pre-Existing Condition Issues:  

Full- to Part-Time

A reduced work schedule can trigger a loss in your coverage and benefits 
as discussed below.

Mr. Jones had worked for the local hospital for decades. In an effort 
to cut expenses the hospital was offering a number of employees 
the opportunity to work a reduced schedule over the summer. Mr. 
Jones was assured he could return to full time duties in the fall. 
Anyway, he liked the idea of having more time off during the sum-
mer. The only problem was that the summer schedule would trigger 
a loss in coverage because he wouldn’t be working enough hours to 
qualify for the group Plan. He was told he’d get a COBRA notice 
and could elect COBRA.

Mr. Jones got the COBRA notice and was shocked at how expen-
sive COBRA was. He decided to go without insurance for the three 
months. After all, he and his wife had been covered their whole lives 
and had hardly used it. He didn’t think that three months without 
coverage would be a problem. Toward the end of the three month 
period, Mrs. Jones who had always had coverage through her hus-
band’s Plan, was advised she needed surgery. Until this happened 
she did not know that Mr. Jones had let the coverage lapse. She 
called our office and we advised her that the safest course was to 
see if they could elect COBRA retroactively so they had no gap in 
coverage. The union said no. The COBRA deadline had passed. 
However, union officials assured Mr. and Mrs. Jones she could have 
the surgery after Mr. Jones resumed his full time work schedule and 
no pre-existing condition exclusions would be imposed.

Our experience with denied claims as a result of a pre-existing condi-
tion exclusion, made us nervous about relying on assurance from the union. 
Nevertheless claims were paid. Mr. and Mrs. Jones were very, very lucky that 
this union coverage came through even though their coverage gap went beyond 
the 63 day rule. Luck is good but you can’t always rely on luck in today’s 
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environment. Contrast the Jones experience with an attempted denial of a 
surgery claim for my son who has had continuous group coverage his entire life.

Pre-existing Condition Issues:  

Group Coverage

At times when I have counseled clients to avoid a gap in coverage of 63 
days, they’re rather skeptical that this can be a problem. As a result, I have 
been asked if insurers actually impose pre-existing condition exclusions. 
The answer is “yes.” Let me tell you my son’s story:

Paul was a college student scheduled for day surgery during Christ-
mas break in December 2004. The procedure was scheduled with 
an in-network surgeon and was pre-authorized. It had already 
been determined that the procedure was medically necessary. 
Nevertheless, the surgeon’s claim was denied due to a pre-existing 
condition. The Plan wasn’t going to pay the surgeon. The explana-
tion of benefit form indicated we had no responsibility to pay him 
either. I felt badly for this in-network surgeon because the proce-
dure had been pre-authorized. I was annoyed.

I called the service center and told the representative that to deny 
the claim due to a pre-existing condition was a violation of federal 
HIPAA laws. After conferring with his supervisor, he agreed that 
I was correct but that in order to consider reprocessing the claim 
they would need a certificate of creditable coverage showing Paul’s 
continuous group coverage. I told him my son who was 21 at the 
time had had continuous coverage his entire life and only had to 
show continuous coverage for 18 months to prevent a pre-existing 
condition exclusion. I went on to say that I wasn’t sure how long we 
had had United Healthcare but at least four years and if he could 
agree that four years was longer than 18 months (which by the way 
he could check in his system), they had to process the claim. He 
spoke to his supervisor again and reported to me that the claim 
was being forwarded to “the rapid resolution unit.” 

United Healthcare explanation of benefits 
statement—claim denied due to pre-existing 
condition exclusion, a violation of federal 
HIPAA law due to no gap in coverage.
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Why would United Healthcare have denied this claim based 
on a pre-existing condition when they had no right to deny for 
that reason? Unfortunately, I can’t know the answer. The denial 
delayed payment to the doctor for several months leaving an in-
network physician in a vulnerable position. He operated in good 
faith, relying on the pre-authorization only to have the surgery 
claim retroactively denied. We’ll never know if the doctor’s staff 
would have resolved the situation and received payment without 
my intervention. Remember, as long as you have had continuous 
creditable coverage for 18 months or longer with no gap in cover-
age of 63 days or more, an insurer cannot deny a claim because of 
a pre-existing condition exclusion. 

If you’ve had creditable coverage for  
18 months or longer, a group health Plan 
cannot deny a medically necessary claim  

based on a pre-existing condition.

OPEN ENROLLMENT
Open Enrollment is that one time of year during which larger employers 
allow employees who are fortunate enough to have coverage choices, to move 
from one Plan to another. The trend is often in a direction of fewer choices 
or no choices or more complexity but every so often we stumble across an 
employer still providing a dizzying array of Plan choices. 

Evaluating options involves weighing how comprehensive the coverage is, 
its potential cost to you, the provider network and the hassle factor, mean-
ing does the Plan require a referral to see a specialist or is it an “open-access” 
Plan not requiring a referral, what are the pre-authorization requirements 
and penalties, etc. Don’t be fooled. At times a higher cost option is not the 
best option. There isn’t necessarily a “right” answer. A decision should be 
based on your personal circumstances, priorities and values with the hope 
that you don’t have remorse over the decision you made later in the year. 

Selecting a Plan from  

Numerous Options

Carolyn and her family had sole proprietor coverage through her 
freelance work. She loved the work, freedom and flexibility but 
when a large non-profit organization offered her a full time posi-
tion with everything she’d dreamed of she couldn’t resist. Soon 
after starting the job Carolyn learned she’d been diagnosed with 
an aggressive cancer. Making the correct choice among her six Plan 
options had never been so important. Carolyn was leaning toward 
the indemnity Plan but contacted us to help her make a decision.

The indemnity Plan looked attractive on paper because Carolyn could go 
to any provider but it wasn’t structured with an in-network benefit and an 
out-of-pocket maximum, so Carolyn could have ended up like Joanne Yama-
moto, with unlimited out-of-pocket expenses after insurance paid.

We reviewed Carolyn’s options. Carolyn expected to receive all services 
through doctors affiliated with a single medical center. We recommended a 
Plan where all her doctors and other providers would be in-network with no 
referral requirement. Carolyn had good financial protection from unexpected 
medical bills after insurance paid. A little more than a year later, Carolyn 
died. Her premature death is tragic but at least she didn’t leave her family 
with medical bills that might have taken years to pay.

EVALUATING GROUP COVERAGE OPTIONS
Whenever you’re in a fortunate enough position to have choice among many 
different coverage options, carefully analyze the situation. Home in on in-
network out-of-pocket maximums. Out-of-network out-of-pocket maxi-
mums can be misleading because when you see an out-of-network provider 
there is no contract between your Plan and the provider. As a result, the 
excess charges beyond what the insurer deemed reasonable and customary is 
not applied to an out-of-pocket maximum. If financial protection is impor-
tant to you, then you must focus on the provider network and the in-net-
work out-of-pocket maximum to minimize your financial exposure. 
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N AV I G AT I N G  T R A P S  &  G A P S :  M E D I C A R E

Background Information

This section of the book provides important information about 
Medicare and Medicare-related products. Medicare has become 
increasingly complex and now that Medicare Part B and Part 
D premiums are income-indexed, you want to pay what you 

should for Medicare and related products but not overpay.
For more information, call 1-800-MEDICARE or 1-800-633-4227. Important 

information is also on-line at www.medicare.gov. 

MEDICARE PREMIUM PENALTIES
One of the primary objectives of this book is to educate those who work 
beyond age 65 about the importance of handling their Special Enrollment 
onto Medicare properly in order to avoid premium penalties. Premium 
penalties exist so that people who missed their Initial Enrollment Period 
or their Special Enrollment Period (if entitled to one) will pay more when 
they enroll. This is to discourage people from waiting until they’re sick to 
enroll in Medicare.

Some people working beyond age 65 can postpone getting onto Medicare, 
particularly Part B, because they can choose to remain on group coverage. 
This is true of people who work for companies of 20 or more people or who 
are married to someone working at a company of 20 or more people and 
maintain coverage through those companies. We have seen many people 
rather innocently run afoul of Special Enrollment rules for Medicare Part 
B for the various reasons I’ll describe. Part B premium penalties are life-
time premium penalties. Read about Mr. Moore in the Special Enrollment 

Examples. He sold his business at 78 and took COBRA. He missed his 
Special Enrollment and paid Part B penalties assessed back 14 years (to 
age 65, his Initial Enrollment Period) for life and had no medical coverage 
immediately following surgery.

Medicare Part D recognizes creditable coverage with the 63 day HIPAA-
eligible transition timeframe. Part B has unique rules so please read about 
Part B Special Enrollment carefully.

Part A penalties are only assessed to people who didn’t earn “premium-
free” Part A so have to pay a premium for their Part A and didn’t start paying 
as soon as they were eligible to “buy-in.” Few people pay Part A penalties. 
Part B and D penalties are another matter. Because our taxes pay for so 
much of Part B and D, as a matter of policy, the government wants everyone 
paying in as soon as possible. 

Medicare Part B premium penalties  
associated with missing a Special Enrollment 

Period are lifetime premium penalties.

EXHAUSTING MEDICARE PART A  
HOSPITALIZATION COVERAGE
It is vitally important to understand how Medicare Part A hospital and 
skilled nursing benefits work and how they can be exhausted. This is not 
a common problem but can be so financially devastating that it should be 
understood. In 2001, I saw for the first time a Medicare Summary Notice 
(MSN) showing that Part A had been exhausted. The MSN stated,” You 
may be billed $386,639.16” and sure enough the patient’s estate was billed 
that amount by the Hospital. You should know about this risk and how to 
protect your family from it. The gentleman who died had what he thought 
was comprehensive retiree coverage through an affluent Fairfield County, 
Connecticut town but the retiree medical benefits did not include cata-
strophic hospitalization coverage which is addressed on page 149.



102 HEALTH INSURANCE: NAVIGATING TRAPS & GAPS  HEALTH INSURANCE: NAVIGATING TRAPS & GAPS 103

A more recent experience with a client in this situation resulted in an 
$800,939.00 hospital bill. Charges were $6,156.00 per day. Medicare Part A 
benefits were exhausted and our client’s secondary coverage lifetime maxi-
mum was exhausted. ACA requires the former employer to assume more 
risk for these types of bills. As a result, I believe we should expect more 
changes to retiree benefits for those 65 and over.

MEDICARE BEFORE AGE 65
Some people are eligible for Medicare before 65. In 1972 Medicare benefits 
were extended to people who have end stage renal disease and also to those 
who are deemed totally disabled. In 2000, Medicare benefits were extended 
to those who have been diagnosed with ALS or Lou Gehrig’s disease. This 
book addresses the issues common to most of us who qualify for Medicare 
at 65.

WHO NEEDS THIS INFORMATION?
Everyone on Medicare or planning to go on Medicare will benefit from the 
information in this book. We have assisted clients for years with transitions 
to Medicare. We have also dealt with clients who didn’t get good advice at the 
front end and came to us in crisis or dispute. Many of these situations were 
entirely avoidable; many of them were heartbreaking. 

HISTORY OF MEDICARE
Medicare provides hospital (Part A), medical (Part B) and drug coverage 
(Part D) to most retired Americans age 65 and over. The legislation creat-
ing Medicare was passed in 1965 and the program began in 1966. Medicare 
was structured like the major medical Plans that existed in the 1960s, largely 
intended to cover illnesses or injuries rather than well-care, but over the years 
coverage for many preventive services has been added. 

Medicare does not cover services provided outside the United States 
except in situations where someone becomes ill close to the Mexican or 
Canadian borders or in Canada en route to Alaska. You obtain coverage 
for services outside the United States by using travel insurance, a Medicare 
Supplement, a Medicare Advantage Plan, or your retiree medical coverage.

Many more changes to Medicare are part of ACA, the reform legislation 
of 2010, but given the uncertainty surrounding that law, it’s impossible to 
predict what may happen. 

Medicare summary notice showing Medicare 
hospital benefit exhausted.
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MEDICARE HAS BECOME MORE EXPENSIVE
Although employers and workers pay for Medicare Part A, Medicare Parts 
B and D are heavily subsidized by taxpayers. In fact, 75% of the cost of Part 
B is paid for through general tax revenues or our income tax dollars. For 
the first 40 years of the Medicare program, everyone paid the same Part B 
premiums. But in 2007, Part B premiums became income-indexed. 

R E C E N T  H I S T O RY  O F  M O N T H LY  PA R T  B 
P R E M I U M S — 
P E R  P E R S O N

Year  Premium/Premium Range  

(Higher Premiums Based on Income)

2000 $45.50
2006 $88.50
2007* $93.50–$254.90
2011* $96.40–$369.10
2012* $99.90–$319.70

*Higher premiums are paid by individuals with incomes  
greater than $85,000.00 and couples with incomes over $170,000.00.

There are times when those on Social Security pay lower Part B premiums 
than individuals who are not yet taking Social Security retirement benefits. 
When there is no cost-of-living adjustment to Social Security retirement 
benefits, Part B premiums do not increase. In addition to Part B premiums 
being income-indexed, Part D premiums became income-indexed in 2011. 
The ACA calls for Medicare payroll taxes to be increased substantially in 
2013. In addition, new taxes on unearned income will also be implemented 
in 2013 to help pay for Medicare Part A. 

Until 2007, everyone’s Part B  
premium penalties were heavily subsidized  
by taxpayers. The current system charges  
any individual with income of $85,000+  

an income-indexed premium.

CHANGING DEMOGRAPHICS
Medicare worked well for many years largely because of fundamental demo-
graphics. The proportion of the population on Medicare was small relative 
to the proportion of workers paying into the system and/or paying taxes to 
support Medicare. Now that equation is reversing as the “baby-boomers” age 
onto Medicare.

As we regularly read in the newspapers, Medicare is under great financial 
strain. The surprising reduction in 2012 versus 2011 Part B premiums is wel-
come but far from a trend. Particularly disturbing is the increasing number 
of doctors, especially primary care doctors, who are limiting the number of 
Medicare patients in their practices, not taking new Medicare patients at all, 
maintaining a waiting list or opting out of Medicare altogether. 

WHO DOESN’T GET MEDICARE?
If you didn’t work the required years in a job that pays into Social Security 
or weren’t married to someone long enough who did pay in, you don’t qualify 
for premium-free Medicare Part A. Over the years, I have dealt with many 
people who thought all Americans are eligible for Medicare regardless of 
their work record. This is not true. 

MEDICARE IS COMPLEX AND HAS BECOME  
MORE COMPLEX
Let’s spend a moment on the “alphabet soup” of Medicare. When Medicare 
was enacted, there was just Medicare Part A and B. Later, private Supple-
ments, so-called Medi-gap Plans, A through J, were added. These are private 
insurance products that provide additional coverage. The private Supple-
ments are not a government benefit. After that, Medicare Part C (now 
Advantage Plans) were implemented in 1997. Medicare Advantage Plans are 
private Plans one can choose as an alternative to original Medicare. Most 
recently, Medicare Part D became effective in 2006.

At times we hear that Medicare is simple, even cheap, to administer. 
Medicare claims are relatively straightforward to administer but administra-
tion of the Medicare program has become more complicated. In addition 
to the Centers for Medicare and Medicaid Services, the Social Security 
Administration is involved because Social Security manages most Medicare 
enrollment. The Railroad Retirement Board (RRB) handles enrollment for 
railroad retirees. Social Security and RRB also pay Medicare Prescription 
Drug Plan and Medicare Advantage Plan premiums on behalf of beneficiaries 
who’ve elected such deductions. The Internal Revenue Service is involved, 
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too. The IRS provides tax information to Social Security and the RRB every 
year which is used to determine income-adjusted Part B and D premiums 
for higher income Americans. 

We have dealt with many people over the years who didn’t know if they 
had enrolled in Medicare Part A and/or B usually because they still had 
large group coverage through an employer which was primary at the time. 
You should always know and understand what’s on your Medicare card. The 
card will have your Part A (Hospital) Insurance effective date and Part B 
(Medical) insurance effective date.

Unless you are eligible for Railroad Retirement benefits, your Medicare 
card has a suffix and there are numerous suffixes, 204 at last count. Suffixes 
provide information to Social Security about your status. If you paid into 
Social Security yourself and are getting Social Security benefits, your 
Medicare number will be your Social Security number with an “A” as a 
suffix. If you paid into Social Security on your work record but are not yet 
receiving Social Security retirement benefits, your Medicare number will 
be your Social Security number with a “T” on the end. This will change to 
an “A” once you start getting Social Security.

It gets worse. Let’s say you were an at-home Mom whose spouse paid 
into Social Security. In that situation, you are eligible for Medicare based 
on your spouse’s work record. Until your spouse starts collecting Social 
Security, your Medicare number will be your Social Security number with 
an “A” suffix. Later it will change to your spouse’s Social Security number, 
generally with a “B” suffix. If your spouse predeceases you, you’ll get a new 
card with a “D” suffix and if you were divorced to a spouse who paid in, your 
suffix will be a “D” sometimes followed by a number. Very simple indeed.

Different federal agencies administer portions 
of the Medicare program. You enroll in 
Medicare Parts A and B through Social 

Security or the Railroad Retirement Board,  
not through Medicare.

These As, Bs and Ds after your Medicare number on your Medicare 
card have nothing whatsoever to do with Medicare Parts A, B or D. They 
also have nothing to do with private Medicare Supplements A, B or D. Your 
Medicare card only provides information about Medicare Parts A and B. Your 
Medicare card will never indicate your Part D enrollment, Supplement 
Enrollment or whether you are in a Medicare Advantage Plan.

I’m not making Medicare confusing. Until you’re familiar with these 
issues, Medicare is confusing. 

RECENT MEDICARE CHANGES INCLUDE:
•  2006: Medicare Part D for outpatient drug coverage is implemented. 

Part D is a government benefit administered by private companies. 
Unlike Medicare Part A or Medicare Part B, you also have to select  
a Plan for Part D. 

•  2007: Medicare Part B, which covers outpatient services,  
became income-indexed. 

•  2010: More changes occur in the private Supplement market.  
Plans E, H, I and J were eliminated; M and N were added. 

•  2011: Part D premiums became income-indexed. The ACA provided  
a 50% discount on brand name drugs for those in the “donut” hole  
or gap. 
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Medicare Parts A and B  
and Enrollment Traps

The following section briefly defines what Medicare Parts A and 
B cover and describes the various sources of payment among 
employers, taxpayers and individuals. Medicare Parts A and 
B are original Medicare, the core of the Medicare Program. 

A discussion of Medicare Enrollment issues also follows. Understanding 
Medicare’s enrollment rules is critically important for anyone planning a 
transition onto Medicare.

What does Medicare Part A (hospital insurance) cover?
Most inpatient services (with some exceptions) as follows:
•   An inpatient hospital admission of three days or more
•   A medically necessary (meeting Medicare criteria) skilled nursing or  

rehabilitation facility admission following or within 30 days of a  
hospital admission for the same reason

•   Home health services associated with and following the inpatient  
hospital and/or skilled facility 

•   Hospice services—often provided in the home to those who are  
terminally ill at the end of life

Who pays for Medicare Part A?
Medicare Part A is paid by active employees and their employers. The 
2.9% Medicare tax on payroll is split between the employee and employer, 
1.45% each. This amount is taken out of every paycheck. 

You typically qualify for Medicare Part A because you worked for (roughly) 
ten years or had a long enough marriage to someone who paid into Social 
Security for ten years. Americans who don’t qualify and “buy-in” to Medicare 
Part A will pay $451.00 per month in 2012. 

The ACA calls for significant tax increases in 2013 to help fund Medicare 
Part A: an additional .9% payroll tax contribution from higher income work-
ers, maxing out at 2.35% total, and taxes on unearned income. The taxes 
apply to individuals earning $200,000.00 or couples earning $250,000.00. 
A new 3.8% tax on investment income will apply to income from interest, 
dividends, annuities, royalties, rent and capital gains. Medicare has never 
historically taxed unearned income. Thus, as of 2013, affluent retirees will 
continue to pay for Part A for their entire lives in addition to active employ-
ees/employers (at least as long as they remain affluent). 

What does Medicare Part B (medical insurance) cover?
Most physician and outpatient services (the following is not  
a complete listing):
•   Physician services, including surgery
•   Chemotherapy
•   Outpatient hospital procedures (at hospitals and other facilities)
•   Physical therapy and other outpatient rehabilitation services
•   Lab, and durable medical equipment like crutches or wheelchairs 

Who pays for Medicare Part B?
Taxpayers pay roughly 75% of what Part B costs and those enrolled in Part B 
pay the balance. Those paying the highest Part B premiums in 2012, $319.70 
per month, are paying about 80% of their Part B as opposed to most Ameri-
cans who pay the standard premium or about 25% of the government’s pro-
jected cost of Part B. No one pays more than 80% of the projected cost of 
Part B regardless of your income. 

When should I enroll in Medicare A and B?
For anyone about to turn 65, this is the most important section of this book. 
Always remember that Medicare’s enrollment rules are strict and unforgiv-
ing and designed to penalize anyone who doesn’t follow them, sometimes 
with lifetime premium penalties and a gap in coverage. A chart summarizing 
helpful information about enrolling in Medicare is shown on the following 
page.
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SITUATION

Receiving  
Social Security.  
At 64 and nine 
months

Not receiving  
Social Security.  
At 64 and nine 
months

Have active group 
coverage through 
work or spouse’s 
work. Business has 20 
or more employees.

Have active group 
coverage through 
work or spouse’s 
work. Business fewer 
than 20 employees.

Retiring or spouse 
retiring after age 65.

MEDICARE A

Auto-enrolled by 
Social Security.

Enroll through 
Social Security 
(unless active Health 
Savings Account 
Plan).

Enroll through 
Social Security 
(unless choose to 
remain active in 
Health Savings 
Account).

Enroll through 
Social Security 
(unless active Health 
Savings Account 
Plan).

Enroll through 
Social Security  
(if not already 
enrolled). 

MEDICARE B

Auto-enrolled by 
Social Security. 
(May opt out if 
active group through 
spouse, business 
more than 20 
employees).

Enroll through 
Social Security 
(unless active group 
through work or 
spouse’s work in 
business more than 
20 employees.)

Part B optional in 
this scenario. Weigh 
pros and cons.

Enroll through 
Social Security 
(most Plans require 
Part B enrollment).

Enroll within eight 
months of active 
work and usually 
to coincide with 
retirement. 

PART D AND 
SUPPLEMENT OR 
ADVANTAGE PLAN 
(WITH PART D)

Consider Part D 
Plan and private 
Supplement or 
Advantage Plan 
unless active group 
coverage or retiree 
coverage in effect.

Consider Part D 
Plan and private 
Supplement or 
Advantage Plan 
unless active group 
coverage or retiree 
coverage in effect.

Don’t consider 
these options 
until retirement or 
spouse’s retirement.

Don’t consider 
these options 
until retirement or 
spouse’s retirement.

Consider Part D 
and Supplement 
or Advantage Plan 
unless transitioning 
onto retiree 
medical with drug 
coverage. 

RETIREE

If eligible, company 
will require you to be 
enrolled in Medicare 
A and B. You rarely 
need D.

If eligible, company 
will require you to be 
enrolled in Medicare 
A and B. You rarely 
need D.

Not applicable.

Not applicable.

If eligible, company 
will require you to be 
enrolled in Medicare 
A and B. You rarely 
need D.

T R A N S I T I O N  T O  M E D I C A R E  C O N S I D E R AT I O N S 
(Simplified for illustration purposes)

Medicare Part A: 
Hospital Insurance

Medicare Part B: 
Medical Insurance

Medicare Part D: 
Prescription Drug 
Coverage

Medicare Advantage: 
Alternative to original 
Medicare A and 
B. May or may not 
include Drug.

Retiree Medical: 
Through former 
employer, secondary 
to Medicare. Usually 
includes Drug.

If you are already getting Social Security prior to age 65, Social Security 
will enroll you in Medicare Parts A and B and automatically send you a 
card. In that case, should you have active group coverage through a spouse 
in a group of over 20 employees, you might want to consider opting out of 
Part B. However, those who are not taking Social Security retirement ben-
efits at age 65 but who need Medicare at age 65 must enroll through Social 
Security, not Medicare, for Parts A and B. 

When am I eligible for Medicare?
If you are eligible for Medicare through your own work history or a spouse’s, 
former spouse’s or deceased spouse’s work record, you are typically eligible 
for Medicare on the first day of the month of your 65th birthday. If your 
birthday is on the first of the month, you are eligible on the first of the prior 
month. This is true of almost everyone except those who qualified before age 
65. Those who don’t qualify for premium-free Part A are also eligible to buy-
in to Medicare at this time.

There are three Enrollment Periods for Medicare Parts A and B.
•  The Initial Enrollment Period: For those who need to be enrolled  

at age 65;
•  The Special Enrollment Period: For those who maintain active group 

coverage after age 65; and 
•  The General Enrollment Period: For those who 1) didn’t manage an 

Enrollment Period properly or, 2) did not enroll when they could have 
enrolled but subsequently changed their minds.

There are three enrollment periods for 
Medicare Parts A and B: Initial (around  
age 65), Special (after losing active group 

coverage), and General (first quarter of every 
year). If you enroll during the General,  

you will likely pay penalties and have a gap  
in coverage, unless you’re close to  

your 65th birthday.

davidrobson
Highlight
new copy here
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The Initial Enrollment Period begins three months before your 65th 
birthday, includes the month of your birthday, and extends for the three 
months after your birthday. If you need Medicare as soon as you are first 
eligible, enroll two or three months before your birthday. If you wait until 
the month of your birthday or later, your enrollment will be delayed.

Remember, if you have retiree medical through a former employer, you 
need to be enrolled in Medicare Parts A and B as soon as you are eligible, 
typically the first of the month you turn 65. 

Also, if you have sole proprietor coverage you need to enroll in Medicare 
at age 65. Medicare does not consider “group of one” coverage as entitling 
one to a Special Enrollment Period. Even if you have coverage through an 
Association, Medicare may still consider this sole proprietor coverage since 
the coverage is based on the fact that you are essentially self-employed. You 
might be able to keep this coverage as secondary to Medicare but you still 
need to be enrolled in Medicare Parts A and B. If you have questions about 
this, contact Social Security. 

Self-employed individuals who have  
sole proprietor coverage are not entitled to  

a Special Enrollment Period.

How do I enroll in Medicare during the Initial Enrollment Period?
The following is a step-by-step guide to handling the issues associated 
with enrolling in Medicare during the Initial Enrollment Period.

1.   Determine if you need Medicare to be in place at age 65. This is true 
of virtually everyone except those working for or married to someone 
working for larger companies of 20 or more employees for whom their 
group coverage is primary. You ordinarily have to be enrolled in both 
Medicare Parts A and B if you have coverage through a company of 
fewer than 20 people but there are exceptions. If your insurance bro-
ker says you don’t need Part B, you should get a letter verifying you 
don’t need to be enrolled in Part B from the insurer.

2.   If you are already receiving Social Security benefits before your 65th 
birthday, you will automatically be enrolled in Medicare Parts A and 
B and your Medicare card will be sent to you. If you have other group 
coverage that is primary through a working spouse, you should con-
sider whether or not you want Medicare Part B. If you choose to opt 
out, instructions for doing so are on your Medicare card. If that group 
Plan has a health savings account an employer contributes to and/
or you want to continue to contribute to the account, you should opt 
out of Part A, too, under current federal rules.

3.   If you aren’t receiving Social Security benefits, you have to enroll in 
Medicare yourself through Social Security. If you have paid into Social 
Security as a worker you can even enroll on-line through www.ssa.gov. 
Go to that website, press “Enroll in Medicare” and proceed through the 
process. You should know your status with respect to Social Security 
because workers who’ve paid in receive an annual statement from Social 
Security about three months before their birthday. You can also call your 
local Social Security office and make a telephone or in-person appoint-
ment to enroll or call the national Social Security number, 1-800-772-
1213. But remember, do this well in advance of the month of your 65th 
birthday. Better to act early in the Initial Enrollment Period so that you 
optimize your chances of having your Medicare card before its effective 
date and just in case anything goes wrong.
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4.   If you did not pay into Social Security and will be eligible for Medi-
care through a spouse who is not yet taking Social Security benefits, 
or a former spouse or deceased spouse, at least for now you can’t use 
the on-line enrollment tool on ssa.gov. In that case you need to contact 
Social Security. 

5.   Depending on the information about you in the Social Security sys-
tem, you may have to produce a birth certificate or a marriage cer-
tificate or proof of citizenship. It can seem unnerving to send in these 
documents to Social Security. If that’s a concern to you, then make an 
in-person appointment. 

6.   If you are receiving or going to be eligible for Railroad Retirement 
Benefits, YOU DO NOT GO THROUGH SOCIAL SECURITY TO 
ENROLL IN MEDICARE. You must work through the Railroad 
Retirement Board. The timeframes are the same but your Medicare card 
will have a prefix rather than a suffix and your claims will be processed 
differently.

7.   Be on the look-out for your Medicare card and follow-up if you don’t 
receive it. If you can register on mymedicare.gov, then you know you’ve 
been enrolled. When you get your Medicare card be sure that the Medi-
care Part A and B effective dates on the front of the card match what you 
expected.

8.   Early in the Initial Enrollment Period you should determine what kind 
of insurance you want in place in addition to Medicare Parts A and B 
and manage the enrollment process for other coverage. You might have 
retiree coverage which will be secondary to Medicare, or want to pur-
chase a Medicare Supplement and a Part D Plan or consider enrolling 
in a Medicare Advantage Plan. When enrolling in any product during 
the Initial Enrollment Period you do not need to prove prior credit-
able coverage. 

9.   Register on mymedicare.gov and complete the Initial Enrollment Ques-
tionnaire which tells Medicare which source of coverage is primary for 
you.

10.   Register on any other relevant website associated with your retiree 
medical and drug benefits, Part D Prescription Drug Plan, Medicare 
Supplement or Medicare Advantage Plan.

11.   If you had private, individual coverage, you almost always want to cancel 
it to coincide with your Medicare effective date. Do this in writing and 
keep a copy for your records.

12.   If you are an individual who has reported more than $85,000.00 in 
income or a couple who has reported more than $170,000.00 in income 
recently to the IRS and your Medicare happens to coincide with a sig-
nificant drop in income, consider completing form SSA-44, Medicare 
Income-Related Monthly Adjustment Amount (copy in Appendix). 
Discuss the form with a Social Security representative and send it in. 
This will allow Social Security to base your Part B and Part D premi-
ums (if you’ve enrolled in Part D) on projected income rather than your 
income tax returns from two years ago.

13.   If tax returns filed with the IRS indicate your Part B and/or Part D pre-
miums should be income-indexed, you will receive a letter from Social 
Security indicating what the premiums will be. Again, individuals with 
a MAGI (modified adjusted gross income) over $85,000.00 and couples 
with a MAGI over $170,000.00 pay additional premiums. Note that the 
IRS is factoring in tax-exempt interest income as income for this calcula-
tion. Review this letter carefully. One client received a notice which said, 
“IRS told us your MAGI in 2008 was $23,188,288.00.” 2008 was a good 
year for him (but not that good).

14.   Inform all of your doctors and other medical providers of your Medicare 
effective date and any other coverage you have and which should pay 
first. Medicare is almost always primary. More than likely, you will be 
asked for your Medicare card.
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Should everyone enroll in Part A at age 65, even those with  
active employer coverage?
Most people should. Like most Medicare issues, the answer to that ques-
tion has become more complicated. 
•  If you have active group coverage through a small business, defined as 

fewer than 20 employees, generally you are required to be enrolled in 
both Medicare Parts A and B and Medicare is primary. However, some 
companies do not require Part B enrollment so this should be verified 
by your insurance company in writing.

•  If you have group coverage through a larger business, defined as 20 or 
more employees, we would generally recommend you enroll in Part 
A if you’ve earned it. There’s no reason not to have a second source of 
coverage if you’ve already paid for it. There is a major exception to this 
recommendation, however, which follows.

•  If you have group coverage through a business and the coverage 
through the employer is a high deductible Plan with a health savings 
account, if you want to continue to participate (make contributions 
or receive contributions) in the health savings account, you can-
not enroll in Medicare Part A. Health Savings Account rules can get 
complicated but you cannot be enrolled in Medicare and continue to 
contribute and use a Health Savings Account (at least under current 
government rules).

You cannot contribute, or have  
an employer contribute, to a health savings 

account if you are enrolled in  
Medicare Parts A or B.

What if I don’t want to enroll in Medicare?
This is a question we are occasionally asked by wealthier Americans who 
want to self-insure. A discussion of self-insuring is far too complicated a 
matter for the scope of this book. However, this section should at least 
help someone considering self-insuring to understand some of the risks 
assumed by not enrolling in Medicare.

What if I miss the Medicare Initial Open Enrollment Period at age 65?
We have seen this problem again and again. Ironically it tends to affect those 
fortunate enough to have retiree medical through former employment or a 
spouse’s former employment and the retiree is oblivious to the need to enroll 
in Medicare. 

Missing Initial Enrollment Period:  

Poor Timing

Jane had retiree medical through her deceased husband and knew 
to enroll in Medicare at age 65. She consulted with her attorney 
and they called Social Security the week before her birthday and 
learned her Part B enrollment would be delayed for a month. She 
had virtually no medical coverage during that time because her 
retiree medical was secondary to Medicare and her Medicare wasn’t 
in place. Fortunately nothing happened to her but having had group 
coverage her entire life, it was extremely unnerving to have no med-
ical coverage for a month. The situation caused so much anxiety 
for Jane that she altered her activity during the month to minimize 
any chance of injury. Because Medicare’s Initial Enrollment Period 
is seven months long, it was not clear to her that in order to have 
Medicare in place as soon as she was eligible, she needed to contact 
Social Security during the months before her birthday.

The good news for the consumer is that the 2012 Medicare and You book 
(a mere 140+ pages) makes very, very clear that if you need to enroll in 
Medicare yourself, you need to do it in the months preceding your birthday. 
Unfortunately, on the preceding page the book reads, “If you’re 65 or older, 
you can also apply for premium-free Part A and Part B (for which you pay 
a monthly premium) at www.social security.gov/retirement.”

Of course, this statement is true but misleading. If you want Medicare 
to be in effect the month you turn 65, you need to enroll when you’re 64 
and before the month of your 65th birthday. 

In sum, the last four months of the seven month Initial Enrollment 
Period are generally undesirable times to enroll. If you have to be enrolled 
in Medicare at age 65, best to start the process at age 64 and nine months.
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Missing Initial Enrollment Period: 

Ignored Retiree Medical Requirements

John was a healthy 65-year-old with a younger wife who was also 
covered on his retiree medical. Neither realized that his former 
employer, like all of them, required retirees to be on Medicare as 
soon as they are eligible. (Frankly, in my opinion the one up-side 
to being bombarded by all the sales material from companies sell-
ing Supplements, Advantage Plans and Part D Plans at around age 
65 results in very few people like John being oblivious to turning 65 
and thinking about Medicare).

John missed both his Initial Enrollment Period and the General 
Enrollment Period which followed during the first quarter of every 
year. Unfortunately, he didn’t realize his error until he received 
medical services one May and his retiree medical hardly paid any-
thing because Medicare was supposed to be primary and he hadn’t 
enrolled. That meant he could enroll in Medicare during the next 
General Enrollment Period but his Medicare wouldn’t be effec-
tive until the following July 1 so he would have a gap in coverage 
of over a year.

We advised John to speak to his former employer to see if they could help 
him in any way. They didn’t feel sorry for John and felt he should have read 
the benefit materials they sent him. Because John missed both his Initial 
Enrollment Period and his first General Enrollment Period, he will pay Part 
B premium penalties. In fact, he’ll pay Part B premium penalties for the rest 
of his life. Having a gap in Medicare coverage for over a year after he tried to 
enroll in Medicare was a shocking, sobering and scary experience for John. 
He paid and will continue to pay dearly for being uninformed about Medi-
care’s strict enrollment rules.

Missing Initial Enrollment Period: 

Not Living in U.S. and Not Eligible

Margaret was American but married to a foreigner. He had retiree 
medical through his business which was not based in the United 
States and she was a dependent spouse on the Plan. Neither 
Margaret nor her financial advisors at the time she turned 65 
thought about Medicare.

Margaret was referred to us by a new financial advisor who wanted 
her coverage and her husband’s coverage thoroughly reviewed. One 
issue we uncovered was that the husband’s Plan had a fairly low 
lifetime maximum of $500,000.00 for retirees. We identified this 
level of coverage as inadequate and the maximum was subsequently 
raised to $1,000,000.00. 

At the same time, Margaret was receiving expensive medical 
services in the United States. There were always large balance bills 
because the coverage provided by a Plan based outside the United 
States meant all care in the United States was provided on an out-
of-network basis. Remember, when one is out-of-network, there is 
by definition no agreement in effect between your Plan and your 
providers and there’s no obligation for charges to be reasonable. 
Often charges were not reasonable.

Our analysis showed Margaret would benefit from being enrolled in 
Medicare. She was one of those people who didn’t pay into Social Security 
long enough to be entitled to Medicare on her own account and her husband 
had never worked in the U.S. As an American, however, she is allowed to 
“buy-in” to Medicare. In addition, she will always pay an excess premium 
for her Medicare Part B because she didn’t sign up for Medicare during 
her Initial Enrollment Period. Medicare Part A penalties are different in 
her case. She will pay an extra 10% for every year she could have signed up 
but didn’t and pay them for twice the number of years she could have been 
enrolled but wasn’t. Our client could have enrolled in 2003 but didn’t enroll 
until 2008. As a result, she will pay Part A penalties for ten years and Part 
B penalties for the rest of her life. Penalties are intended for this type of 
situation—where someone could have but did not enroll in Medicare.
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Missing Initial Enrollment Period: 

Not Living in U.S. and Missed 

Enrollment at 65

Richard was an American married to a Canadian and they’d lived in 
Canada for 30 years. He qualified for premium-free Medicare Part 
A but chose not to enroll in Medicare Part B when he turned 65 
because Canada was his primary residence. Richard later changed 
his mind about Part B when he and his wife wanted to keep open 
the option of making their U.S. home their permanent residence 
some time in the future.

Because Richard was a legal resident of Canada, he and his 
wife received coverage for medical services through the Canadian 
Medicare system. They also had secondary coverage through his 
former employer. 

If Richard and his wife chose to live in their Florida home as 
U.S. residents, there were no good coverage options for Richard’s 
wife. While under age 65, she couldn’t get individual insurance in 
the private marketplace due to pre-existing conditions. When she 
turns 65, unlike an American who can “buy-in” to Medicare even 
if not eligible, this is more difficult for someone who is not an 
American, even for a person married to an American who has paid 
in to Social Security long enough to qualify for premium-free Part 
A. Richard’s wife would have to be a legal resident of the U.S. for 
five years before being eligible to “buy-in” to Medicare.

Richard had enrolled in Medicare Part A during his Initial Open Enrollment 
but not Part B. He also missed the Initial Enrollment Period for Part D. After 
a great deal of discussion and consideration, Richard decided to enroll in Part 
B during a General Enrollment period even though the couple decided to 
remain in Canada as permanent residents for the time being. He pays premium 
penalties but knows that he is covered by Medicare Parts A and B during the 
months of the year he and his wife are in the U.S. 

Richard decided not to enroll in Part D even though he understands 
that should he want to do so in the future he will pay premium penalties 
assessed back to May 15, 2006, the last day of Initial Enrollment for Part D. 

What is Medicare’s Special Enrollment Period?
This is the Enrollment Period provided to all those who continued to have 
ACTIVE group coverage after age 65 through their employment or a spouse’s 
employment through businesses of 20 or more employees.

You can enroll in Medicare Parts A and B at any time while you have 
active group coverage. The critical issue is that once you or your spouse 
stops working, you only have eight months to enroll in Part B without 
being subject to premium penalties and a gap in coverage. The eight month 
clock begins when the covered person ceases to be active or ceases to be 
covered by the group, WHICHEVER COMES FIRST. And, in order to 
avoid penalties, you must prove to Social Security that you had continu-
ous creditable coverage back to your 65th birthday.

Employers typically offer COBRA when  
an employee retires. COBRA is rarely  
a good option if you are over age 65. 

SITUATIONS THAT CREATE MEDICARE’S SPECIAL 
ENROLLMENT PERIOD PROBLEMS
• Self-employed individuals with sole proprietor coverage
• Recent retirees taking COBRA for 18 months
•  A business owner who sells his company and negotiates staying on the 

new owners’ Health Plan without continuing in an active role
•  Executives on severance or who have a spouse who takes a severance 

package which includes group healthcare coverage 

Most people who are working beyond age 65 and are not on Plans with 
health savings accounts should enroll in Medicare Part A. Then the primary 
issue at retirement is enrolling in Part B during a Special Enrollment Period. 
Part D and private Supplements have their own, different rules. 
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If you are an active worker or married to one, you can enroll in Part B if 
you’d like but you do not have to. Whether you want to typically depends 
on whether you think you’d use your Part B which in turn depends on your 
current Plan.

People make different decisions for themselves. We have a client who 
has never used her Part B and has a good group Plan as primary but she 
is a cancer survivor and wants to have as much coverage as she can. That 
makes her comfortable and she can afford the premiums so that’s a good 
situation for her. 

You might also consider having Part B if your Plan has a high deductible 
or benefit or network limitations that are unattractive to you. Employers are 
not supposed to discriminate against you if you are eligible for Medicare. 
You have every right to waive the group coverage and go on Medicare but 
you should also have the right to take the group Plan.

MEDICARE ENROLLMENT RULES ARE COMPLEX,  
PUNITIVE AND HORRIFICALLY UNFORGIVING
Medicare Part B enrollment rules are absolutely critical to understand. 
Worst case, if you’re enrolled when you don’t need to be, you’re simply 
wasting money. However, if you miss a Part B Initial Enrollment or Special 
Enrollment Period, you can still get on to Medicare during an annual 
General Enrollment Period. But again the General Enrollment Period is 
structured to impose premium penalties for life and to penalize you with 
a gap in Medicare coverage. 

I fear we may see more people with individual and sole proprietor cov-
erage not enrolling in Medicare in order to avoid income-indexed Part B 
premiums and/or the limits doctors are putting on taking new Medicare 
patients. These individuals will not be eligible for a Special Enrollment Period 
should they ultimately decide they want to be on Medicare. They will only 
be able to enroll through a General Enrollment Period.

Penalties are significant. If you don’t follow the rules, the government 
assesses a premium penalty for each year that you did not pay your Part B 
premiums—so back to your 65th birthday and for life. 

Part B enrollment penalties probably weren’t as much of a problem in 
the past because Part B premiums were modest. But both because of the 
current economy and longer life expectancy, more Americans are working 
after age 65 and they don’t understand the rules, nor do many brokers or 
benefits staff. Even those who are knowledgeable about insurance tend to 
find Medicare confusing. 

The Medicare and You book is  
a very useful resource, but it presents Part B 

premium penalty information in such  
a benign way that it’s somewhat misleading.

MEDICARE AND YOU BOOK 
If you’re asking yourself why you should buy and read my book when the 
government gives you a free Medicare and You book every year which is well 
over a hundred pages long, let me tell you. Go to Section 1 of the Medicare 
and You 2012 book which discusses enrolling in Medicare Parts A and B. 
Here is what you’d find.

If you don’t sign up for Part A and/or Part B (for which you pay 
monthly premiums) when you were first eligible, you can sign up between 
January 1–March 31 each year. Your coverage will begin July 1. You may 
have to pay a higher premium for late enrollment. See pages 28 and 30. 
Usually, you don’t pay a late enrollment penalty if you sign up during 
a Special Enrollment period.

Again, no mention of how severe the penalties are. Here’s the specific 
language in the Medicare and You book regarding premium penalties:

If you don’t sign up for Part B when you are first eligible, you may 
have to pay a late enrollment penalty for as long as you have Medicare 
(translation—until the day you die!). Your monthly premium for 
Part B may go up 10% for each full 12 month period that you could 
have had Part B, but didn’t sign up for it. Usually, you don’t pay a 
late enrollment penalty if you sign up for Part B during a Special 
Enrollment Period. 
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IN MY OPINION, HERE’S WHAT THE MEDICARE AND YOU 
BOOK SHOULD SAY IN PLAIN AND CLEAR ENGLISH

Just about everyone needs to enroll in Medicare as soon as they’re 
eligible. For most people, that is when they’re about to turn 65, ideally 
64 and nine months. If you’re not getting Social Security or Railroad 
Retirement Benefits, you need to enroll yourself through Social Secu-
rity or the Railroad Retirement Board and you should do that two or 
three months before your 65th birthday. 
 You don’t need to sign up for Part B if you have large group cov-
erage (company of 20 or more employees) through your job or a 
spouse’s job. You can choose to enroll but your Medicare will be sec-
ondary to your active group coverage. Most people with active large 
group coverage do sign up for Part A before they turn 65. A Special 
Enrollment Period is provided for those people and they have eight 
months after their employment ends or the group health Plan insur-
ance based on current employment ends, whichever happens first. 
If you stay on COBRA for 18 months, have coverage through a sever-
ance agreement for an extended period of time, or sell a company and 

negotiate staying on the Plan as part of the sale, and don’t enroll in 
Medicare Part B within the eight month rule, you will be very sorry. 
We will make you pay for that mistake forever. Your monthly pre-
mium likely will increase 10% for each full 12-month period you could 
have had Part B but didn’t. The rules for Part D are totally different 
so if you make the mistake of taking COBRA and missing your Part 
B Enrollment Period, you still will have 63 days without penalty to 
enroll in Part D when your COBRA ends.
 But if you missed your Initial Enrollment Period at age 65 or 
missed your Special Enrollment Period after you or a spouse retired 
from your job with coverage, you can enroll during the first quarter of 
every year through the General Enrollment Period. However, enroll-
ing during the General Enrollment Period is punitive by design. You 
will pay the additional premiums described above for the rest of your 
life. Enrolling in Medicare during the General Enrollment Period is 
designed to be punitive in order to encourage you to enroll in Medi-
care Part B and pay Part B premiums as soon as you are eligible.
 In addition to lifetime premium penalties, you also experience a 
gap in your Part B coverage for between three and 15 months which 
may present barriers to your getting good care and can be financially 
devastating as well. We certainly hope that you don’t need surgery or 
other expensive care during the coverage gap but Medicare won’t be 
paying for it! In sum, avoid enrolling in Medicare during the General 
Enrollment Period.

What if I need to enroll during a Special Enrollment Period?
Enrolling in Medicare during a Special Enrollment Period is not an honor 
system. Social Security wants proof you’ve had past coverage. Social Security 
relies on current and or former employer(s) to document that you have con-
tinuous coverage. You are in a Special Enrollment Period during the entire 
time you have coverage through your work or a spouse’s through a larger 
employer. As a result, you can enroll in Medicare Part B at any time. The 
majority of our clients, most of whom will pay an income-adjusted Part B 
premium, plan to enroll to coincide with retirement.

Most individuals enrolling during a Special Enrollment Period already 
have obtained Medicare Part A during their Initial Enrollment Period. If you 
have not yet enrolled in Part A and want to, contact Social Security to enroll.

Social Security has very specific procedures for enrolling in Medicare 
Part B during a Special Enrollment Period. Here is a step-by-step guide 

Medicare and You book excerpt with  
Mr. Smith enrollment and premium  
penalty example. 
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for the Special Enrollment Period and other considerations you should 
take into account.

1.   Decide when you want Medicare Part B to take effect. This will usually 
coincide with your retirement but depending on how pleased you are 
with your group Plan benefits, you can sign up at any time while you or 
a covered spouse is actively working with coverage through work. You 
must call Social Security to get two forms, a CMS-40B and a CMS-
L564. Occasionally an employer will have these forms but generally you 
are on your own. Social Security will not typically forward the forms to 
anyone but you. For your inconvenience, these forms are not currently 
available on-line which is why you should request them well in advance 
of when you want your Medicare in place.

2.   Copies of the forms are in the Appendix. As you can see, the CMS-
40B is completed by the person enrolling in Medicare Part B. You must 
specify the requested Medicare Part B effective date. The form CMS-
L564 must be completed and signed by someone from YOUR FORMER 
EMPLOYER(S) back to your 65th birthday to prove that you have had 
continuous coverage. Social Security wants original signatures from for-
mer employer(s). Obviously this can be an onerous process for those 
who have worked for many years beyond age 65 and might have had sev-
eral employers. Note that it’s possible that a former employer might be 
out of business which is why we advise always saving letters of creditable 
coverage which Social Security would accept instead of a signed form. 

Plan well in advance to enroll in  
or change to Medicare as your primary 

insurance. Call the Social Security 
Administration for information regarding  

your Special Enrollment Period.

3.  Be on the look-out for your new Medicare card and check to see that it 
has the correct Medicare Part A and B effective dates. 

4.  You should determine what you want in place in addition to Medicare 
Parts A and B and manage that enrollment process or processes. You 
might have retiree coverage, or want to purchase a Medicare Supple-
ment and a Part D Plan or consider enrolling in a Medicare Advantage 
Plan. 

5.  If you are enrolling in a Medicare Supplement or Medicare Advantage 
Plan, you will likely have to produce the letter of creditable coverage, 
when available, which comes from your former insurance company after 
that coverage terminates, to complete enrollment in those Plans.

6.  If you are enrolling in a Medicare Part D Plan, you may have to produce 
letters of creditable coverage or proof of coverage back to May 15, 2006, 
the end of Part D’s first Initial Enrollment Period or your 65th birthday, 
whichever is more recent. You have a right to enroll within 63 days of 
losing your group coverage but must prove creditable coverage in order 
to avoid Part D premium penalties. 

7.  If you have not registered on mymedicare.gov you should do so. Register 
on any other relevant websites associated with your retiree medical and 
drug benefits, Part D, Medicare Supplement or Medicare Advantage 
Plan.

8.  Call the Medicare Coordination of Benefits Department at 800-999-
1118 to let them know on what date your Medicare coverage should 
become primary to ensure that claims are processed accordingly.

9.  If your reported MAGI (Modified Adjusted Gross Income) has 
exceeded $85,000.00 for an individual or $170,000.00 for a couple and 
your income will drop below those levels in retirement, consider com-
pleting form SSA-44, Medicare Income-Related Monthly Adjustment 
Amount. Discuss the form with a Social Security representative, com-
plete the form and send it in so that Social Security will base your Part 
B and Part D premiums on projected income rather than your income 
tax returns from two years ago.
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10.  Inform all of your doctors and other medical providers of your Medi-
care effective date and any other coverage you have and which should 
pay first. More than likely, you will be asked to produce your insurance 
card(s). 

11.  If tax returns filed with the IRS indicate that your Part B and/or Part 
D premiums should be income-indexed, you will receive a letter from 
Social Security indicating what the premiums will be. Note that the 
IRS is factoring in tax-exempt interest income as income for this cal-
culation. Review this letter carefully because here’s what can happen: 
one client received a notice which said, “IRS told us your MAGI in 
2008 was $23,188,288.00.” 2008 was a good year for him (but not that 
good). Another client’s letter reads, “You had an adjusted gross income 
of $1,988,435.00 plus $173.00 in tax-exempt income. We added these 
amounts together to get your MAGI of $21,988,608.00.” Fuzzy math 
indeed.

S P E C I A L  E N R O L L M E N T  PA R T  B  H O R R O R  S T O R I E S

Prosperous Business Owner  

Sells Company and Takes COBRA

Mr. Moore worked for years building a business which he finally 
sold at age 78. As part of his arrangement with the new owners, he 
decided to take COBRA for 18 months. COBRA was expensive but 
he’d never been on Medicare as primary and he wanted COBRA to 
maintain good drug coverage (Medicare Part D was not in place 
yet). His COBRA was going to end on March 31. Mr. Moore’s family 
contacted us in February and we confirmed what they had been told 
by Social Security. Mr. Moore had missed his Special Enrollment 
Period. He could enroll in Medicare Part B through the General 
Enrollment Period but it wouldn’t be effective until July 1, leaving 
him with a three month gap in medical coverage and Part B pre-
mium penalties assessed at 10% for every year he hadn’t enrolled in 
Part B going back to his 65th birthday and paid for life. Staying on 
COBRA was a very, very costly and poor decision for Mr. Moore. 
We think it’s scandalous. After all, he only missed contributing to 
Medicare Part B for the ten months he stayed on COBRA beyond 
the eight month Special Enrollment Rule. To be penalized for all the 
years back to his 65th birthday and for the rest of his life as though 
he were someone who decided to go without coverage and then sign 
up for Medicare seems excessively punitive and unreasonable.

Even more distressing was that Mr. Moore needed surgery so we addressed 
ourselves to the task of seeing whether we could find alternative coverage for 
him. He wasn’t a candidate for coverage in the individual private marketplace 
and his state’s High Risk Pool did not cover people over 65 at that time. Was 
he a veteran? No. If yes, that might have been a source of coverage for him. 
We quickly learned that he had no good options. We recommended talking 
to his surgeon about performing the surgery just as quickly as possible. The 
surgery was done and covered by Mr. Moore’s COBRA. Mr. Moore was still 
an inpatient at the hospital when his COBRA coverage expired on March 31. 

Mr. Moore was fortunate in some ways. He didn’t have extremely large 
medical bills between March 31 when COBRA ended and July 1 when his 
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Medicare Part B took effect. However, it was a very stressful time and he 
was incredibly angry that he could face Part B premium penalties for life. It 
never, ever occurred to him that he would pay so dearly for taking the more 
expensive COBRA option. 

Banking Executive  

on Severance

Ed was a senior banking executive whose company had been 
acquired by another bank. He had been with the bank for 38 years 
and came to see us in the eighth month after beginning a year of 
severance. How companies treat severance can vary but it matters 
for the transition onto Medicare. I asked him, “Does the bank con-
sider you retired for this one year of severance or does the bank con-
sider you an active employee?” I explained that this was a critically 
important issue in terms of his Part B Special Enrollment. Ed was a 
cancer survivor. We couldn’t risk any gap in coverage. 

Ed told me that he had not taken a lump sum, that he was still 
on the regular payroll, and that this group coverage had continued 
on just as though he were active. His understanding was that he 
would be considered retired when his severance ended and that it 
would coincide with his eligibility for retiree medical. 

There couldn’t be any misunderstanding about this point so we called 
the bank Service Center together. I stated I had a critically important ques-
tion—was Ed considered an active employee now or was he considered to 
be retired. If the latter, he would need to enroll in Part B immediately. The 
rep was quite clear that the company considered Ed to be an active employee 
(but excused from duties). He wasn’t considered a retiree yet. 

Dear Reader, I suspect now you know the terrible initial ending to this 
story. When it came time for this large national bank (in fact, one of the 
largest in the world) to complete the form to enroll Ed in Medicare Part B 
through his Special Enrollment Period, the information was wrong. He took 
the form to Social Security and tried to explain to them that the informa-
tion on it was incorrect. Social Security Representatives basically said they 
didn’t care how the company treated severance, i.e., whether he was active 

but excused from responsibilities or fully retired. They had rules and if the 
information was incorrect, then an executive of the company would have 
to attest that he was active and not retired within the eight months of his 
enrollment request.

It was no easy matter to get an executive to correct the form. Many large 
companies have outsourced various human resources related activities to 
people who have narrow expertise and little authority. Ed didn’t get special 
attention because he had been with the company for 38 years. We finally 
did prevail and the company produced and signed a corrected form. Ed was 
enrolled in Medicare Part B without a gap but it does make you pause. We 
had relied on information from the company itself. It’s not that they reversed 
course. There was just too much bureaucracy. Our advice to anyone about 
to take a similar severance arrangement is to discuss this thoroughly with 
Human Resources, clarify whether your severance period is considered active 
employment or not and obtain that information in writing from the company.

Retiring Executive Takes COBRA— 

Hopes to Avoid Higher Part B Premiums

Jonathon was in his early 70s. He’d retired, taken COBRA and 
wanted to stay on it for the full 18 months so that his Part B pre-
miums would be based on a lower income earning year. He simply 
didn’t believe us when we said he must enroll in Part B within the 
eight months of no longer being active with his former company. 
He had the same problem others expressed—how could Medicare 
Part B enrollment rules, a federal program, not be in sync with one’s 
rights under COBRA, another federal program?

One of my colleagues found a tool on mymedicare.gov which estimates Part 
B premiums for those who do not follow the government Special Enrollment 
Rules precisely. We learned that if he enrolled in Medicare during a General 
Enrollment Period (even though his COBRA would still be in effect), his 
Part B monthly premium would be $471.00 instead of the $110.00 he would 
otherwise pay. He was convinced and made plans to terminate his COBRA 
and move to Medicare and other products. 
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WHAT IS MEDICARE’S GENERAL ENROLLMENT PERIOD?
Medicare’s General Enrollment Period is the method of last resort for enroll-
ing in Medicare. The General Enrollment Period sounds benign but it should 
be avoided since it always involves premium penalties AND a gap in cover-
age. The General Enrollment Period is the first quarter of every year with an 
effective date the following July 1. If you miss March 31 (and we have dealt 
with many people who have), then the Medicare effective date won’t be until 
the July 1 of the following calendar year. The General Enrollment Period is 
for those who either missed their Initial Enrollment or Special Enrollment 
Periods. To enroll in Medicare during a General Enrollment Period, call 
Social Security or the RRB for instructions and direction as soon as you 
decide you want to be enrolled in Medicare.

Medicare Part D and 
Enrollment Traps

What does Part D (prescription drugs) cover?
Medicare Part D covers outpatient drugs, typically pills, tablets, capsules, 
and injections. Drugs that are infused intravenously into the body, like che-
motherapy, are covered under Part B and there are some expensive drugs 
that were “grandfathered” under Part B before Part D existed like blood 
glucose test strips and other diabetic supplies, drugs for dialysis, immuno-
suppressant drugs, and others. 

Part D was created as part of the Medicare Modernization Act of 2003. 
The Initial Enrollment Period started November 15, 2005 and the program 
started January 1, 2006. Part D has many detractors but one has to remem-
ber that not having outpatient prescription drug coverage was an enormous 
dilemma for millions of people prior to 2006. Part D’s coverage is often not 
as comprehensive as group drug coverage through a former large employer

Medicare Part D covers prescription drugs  
and it is administered by private companies. 

You must select a Plan and enroll either 
through Medicare or the Plan. 
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or union. Before 2006, however, the primary way people who did not have 
retiree medical purchased drug coverage was through private Medicare 
Supplement Plans H, I, or J. Others shopped on-line. Part D is superior to 
what even the richest of the Supplement Plans offered because it provides 
catastrophic drug coverage and often very expensive drugs are prescribed 
when one is diagnosed with serious illness.

Part D’s unpopularity is a result of its (using insurance terminology) 
unusual “benefit design” which is the gap or “donut” hole. The “donut” hole 
is like having a deductible, i.e., no coverage, in the middle of the benefit 
rather than the beginning. 

Who needs Medicare Part D? 
In my opinion, everyone needs drug coverage so everyone should sign up 
for Part D, unless they have other drug coverage. You can’t enroll in a Part 
D Plan, however, unless you are already enrolled in Medicare Part A or 
Part B. If you have retiree coverage through a former employer, that drug 
coverage is typically (but not always) better drug coverage than Part D. 
You should get a creditable coverage letter every year from your former 
employer stating whether your retiree drug coverage is creditable. Finally, 
if you signed up for a Medicare Advantage Plan which is an alternative to 
original Medicare, you need to know if the Advantage Plan has Part D 
benefits.

Like Medicare Parts A and B, Part D is a government benefit. However, 
unlike Medicare Parts A and B, Part D is administered by private com-
panies selling Prescription Drug Plans. 

Who pays for Part D?
That’s a little complicated. Both taxpayers and those on Part D pay for the 
drug benefit. Let’s discuss what the person on Part D pays.

Each person on Part D pays a premium and the premiums vary widely. You 
can pay as little as $15.00 per month or over $100.00 per month. Beginning 
in 2011, like Part B there is also an income-indexed portion of the Part D 
premium. The Plans have some flexibility in structuring the benefit so some 
Plans have a deductible and some Plans don’t. 

INITIAL BENEFIT PERIOD AND “DONUT” HOLE OR GAP
You are in an Initial Benefit Period at the beginning of every calendar year 
(or when you first enroll after a Special Enrollment Period). Until the total 
cost of your drugs reaches $2,930.00 in 2012 during this initial period, you 
and the government share in the cost of your drugs. You only pay a deduct-
ible, if you have one, and co-payments. After the initial benefit period, you 
lose your coverage and you’re in the “donut” hole. During this period you’re 
still paying monthly premiums and you get a discount off name-brand 
drugs but you’re paying much more toward the full cost of your drugs. 

CATASTROPHIC LEVEL
In 2012, once you reach $4,700.00 in out-of-pocket costs, meaning the 
deductible and co-pays you paid during the initial part of the year plus what 
you paid when you exhausted the initial benefit period and went into the 
“donut” hole (but not the premium), then you are at a catastrophic level. ACA 
provides a 50% discount on brand-name prescription drugs while you are 
in the “donut” hole. This discounted amount also counts toward reaching 

From Medicare and You book. 
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the catastrophic level so some aren’t actually incurring $4,700.00 in out-of-
pocket expense before reaching the catastrophic level. At the catastrophic 
level, 95% of the cost of your drugs is covered.

In sum, in 2012 a person on Part D pays a monthly premium, plus up to 
$4,700.00 in out-of-pocket expenses (sometimes less depending on brand-
name drug discount) and 5% of cost of drugs after spending $4,700.00 
out-of-pocket. Then the process starts all over again every January 1. If you 
transition from group coverage to Part D during the year, depending on the 
month you enroll in Part D, you are less likely to reach the gap or “donut” 
hole during that first year.

The amount one has to pay-out-of-pocket to reach the catastrophic 
level is adjusted upward every year. There is no cap. When you reach that 
level you continue to pay 5% of the cost of your drugs until a new calendar 
year starts the process all over again.

LOCKED-IN
There is a lock-in feature to Medicare Part D. You choose a Medicare Pre-
scription Drug Plan (PDP) and you usually have to stay in that Plan until the 
following year unless you move out of your PDP service area. In 2012, you can 
switch one time during the year to a Medicare Advantage Plan or Medicare 
Prescription Drug Plan that has a 5-Star rating in your area. This is new.

From 2006 through 2010, the Annual Enrollment Period (the opportunity 
to change your Part D Plan) was November 15 to December 31 for an effec-
tive date of January 1. That was very undesirable because those deciding to 
change Plans often didn’t have enough time to get their new identification 
cards by the time the new coverage took effect on January 1. 

In 2011, the Annual Enrollment Period for Part D Plans for 2012 began 
on October 15 and extended to December 7 for a January 1, 2012 effective 
date. That is far more sensible because the Enrollment Period begins earlier 
and is longer so if you change Plans you are more likely to have your card 
well before the beginning of the year. 

You can change Part D Plans (PDPs) every 
year. As of 2012 you can change once a year to 

a 5-Star Plan if there is one in your area.

Does the Part D Plan you select matter?
Definitely. Again, Part D Plans are in business to make a profit. Sometimes 
in reviewing options, we find relatively insignificant differences among 
Plans in terms of cost but at times staying on your current Plan can cost 
you thousands of extra dollars per year. It depends totally on which pre-
scription drugs you take. 

If you are on expensive drugs or if you routinely go into the “donut” hole, 
you should probably review your Plan options every year. 

To do a Part D review, go to mymedicare.gov/find-a-plan, and select 
Health and Drug Plans. If you are already on a Part D Plan, use the tool 
which asks you to enter personal information. 

At the end of this process all the Plan choices in your geographic area 
will be arrayed from the least cost to the highest cost option. You don’t 
necessarily want to choose the lowest premium Plan. You should look for 
a reputable, national company that is at the lower end of the cost spectrum 
so that you’re purchasing value and a Plan that’s likely to stay in business. 
If you don’t do a Part D review, you are at higher risk of paying more than 
you should for drugs.

PART D AND VA DRUG BENEFITS
If you have drug coverage through the Veterans Administration, it is con-
sidered “creditable” so you can enroll in Part D at a later date without 
penalty. Many Veterans do enroll in both because VA formularies (list of 
approved drugs) can be more limited than Part D. If you have VA coverage 
and a Part D Plan you can’t use both types of coverage for the same pre-
scription at the same time.

What other important consideration for Part D should be taken  
into account?
Besides the projected cost of your drugs, there are other qualitative factors 
like the formulary and the rules that you should consider in selecting a Plan.

First, the formulary—this is the list of drugs the company covers. You 
want the drugs you take regularly to be on the formulary.

Second, the rules of the Plan often include: 
•   Prior authorization: The Plan may require your doctor to provide 

additional information as to why you need the drug prescribed.
•   Quantity limits: The Plan limits how much medication you can get at 

one time.
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•   Step Therapy: The Plan may require you to try a generic or other 
cheaper medication before covering the prescribed medication. 

Most people are used to dealing with quantity limit requirements. Many 
people are unhappy with prior authorization requirements and also resent 
step therapy, being forced to try a cheaper drug instead of the one their doc-
tor prescribed. Try to select a Plan with rules you can tolerate, if possible.

OFFICIAL STATE OF RESIDENCE MATTERS
You should enroll from the state of your official residence. Medicare Part D 
Plans are obligated to disenroll you if they have reason to believe you no lon-
ger live in the service area where you originally enrolled. This is a headache 
but not one of their making. The Plans are required to do this by Medicare 
although this is not commonly known. To give you an example of what can 
go wrong, Social Security thought that our client had moved because the 
address Social Security had on file didn’t match his Part D Plan address of 
record. Social Security contacted the Part D Plan and the Part D Plan in 
turn contacted our client to tell him that he would be disenrolled from his 
drug coverage within so many days. We were able to straighten this out but 
it required an appointment at the local Social Security office to prove our 
client’s official residence and to demonstrate that his Plan D enrollment did 
coincide with that address.

We had another client who was admitted to the hospital in a nearby state 
while visiting her daughter. After the hospital stay, she was admitted to a 
nursing home. Her daughter sent a letter to the Part D Plan, a very clear 
letter indicating that her mother was temporarily unable to return home 
and requesting that any correspondence be forwarded to the daughter until 
further notice. You probably know what happened. The Plan acted as though 
the mother had moved. Even though she hadn’t moved, they disenrolled her 
from her Part D Plan.

PDPs are not portable.  
If you move out of your immediate area,  
you will need to enroll in a Part D Plan  

near your new home.

An important concern about these aggressive disenrollments is a failure 
by the person enrolled to resolve the situation if the Plan is incorrect. An 
elderly, frail individual on Medicare may not even see a disenrollment notice. 
You typically have just 63 days to enroll in a Plan if you’ve been legitimately 
disenrolled. If you miss that timeframe, you will have to wait until the next 
Annual Open Enrollment and could be without drug coverage for a period 
of time.

Of course, if you actually do move, this is the type of qualifying event 
which allows you to enroll in a different Part D Plan off-cycle from the 
Annual Open Enrollment period.

Your insurance and especially Part D should align with your state 
of official residence which should be consistent with the address Social 
Security and the IRS have on file for you. 

ELIMINATING THE “DONUT” HOLE
The reform legislation—ACA—is written to ratchet down and even elimi-
nate the “donut” hole by the end of this decade but it’s impossible to know 
at this point what actually will happen. 

HOW TO ENROLL IN MEDICARE PART D
You enroll in Medicare Part D directly through the specific Plan you want 
to enroll in or through Medicare via the www.mymedicare.gov website 
or by calling 1-800-MEDICARE, 1-800-633-4227. If you are getting retiree 
benefits through Social Security or the Railroad Retirement Board, you 
can have Part D premiums deducted from your benefit. Although you can 
enroll in Part D through Medicare, you never enroll in Medicare Parts A or 
B through Medicare. As discussed previously, that enrollment is handled 
by Social Security or the Railroad Retirement Board.

There is a trap associated with the Annual Open Enrollment you should 
know about. If you are moving from one product to another offered by the 
same company (many companies offer more than one option), the Plan may 
make your enrollment in the new Plan effective December 1 rather than 
January 1. Think of the negative financial impact that has on you if you’ve 
reached catastrophic level protection. At that point you are paying only 5% 
of the cost of your drugs. If your effective date is made earlier than January 
1, your co-pays are likely to be much higher than the 5% you pay once you’ve 
reached the catastrophic level. Always check the correspondence you receive 
confirming your enrollment to verify the enrollment date you requested. 
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IRMAA—INCOME RELATED  
MONTHLY ADJUSTMENT AMOUNT
Those who are expected to pay an income-adjusted Part B premium, Part 
D premium or both will receive a letter from Social Security referring to 
the information in your IRS tax returns and your income adjusted pre-
mium amounts. This is referred to as IRMAA (Income Related Monthly 
Adjustment Amount). We review these statements carefully for our clients 
and you should, too. Sometimes the process for a person new to Medicare 
isn’t that elegant. Your premiums might be based on the standard level for 
most taxpayers and then adjusted upwards once Social Security receives 
your information from the IRS. Again, make sure you understand what 
level premium you should be paying. 

If you’re getting Social Security already, your Part B premiums are gener-
ally taken out of your Social Security payment. If you’re not getting Social 
Security, then you are billed for your Medicare Part B premiums. The same 
is true for Part D although you can choose to pay the Plan directly rather 
than have the premiums withheld, even if you are receiving Social Security. 

CREDITABLE COVERAGE ISSUES FOR BOTH PARTS B  
AND D SPECIAL ENROLLMENT
Anyone who chooses to work beyond age 65 and does not enroll in Parts B 
and D must remember that the government for Part B or the particular Plan 
you enroll in for Part D will require you to provide proof of continuous cred-
itable coverage in order to avoid what are penalties to you, but a source of 
revenue for the government. Insurers are obligated to send Letters of Credit-
able Coverage to anyone whose coverage is terminated by a Plan but many 
people don’t understand the importance of those letters or the need to keep 
them with their other important records.

Let’s be very, very clear about this. If you work to age 80 and need to 
enroll in Medicare Part B during a Special Enrollment Period, Social 
Security will want paperwork signed by a representative of each employer 
you had back to the month you turned 65 to determine that you had no 
break in coverage. Part D Plans will be looking for proof that you had 
drug coverage back to May 15, 2006, the last day of the Initial Enrollment 
Period for the first year of Part D or the month and year you turned 65, 
whichever is more recent.

PART D SPECIAL ENROLLMENT PROBLEMS
Our client was a teacher still working at age 70 and covered by the school’s 
large group Plan when he suffered a stroke. The school’s benefits allowed 
him to stay on the group Plan as primary for up to one year after his stroke. 
He was already enrolled in Medicare Part A and shortly after the stroke, 
enrolled in Medicare Part B. After the year, if he wasn’t able to return to work 
or chose not to, he would transition to Medicare as primary. The school did 
not offer any retiree medical. 

The year passed and he wasn’t returning to work so he needed to enroll 
in a Medicare Part D Plan. He had to prove that he had had creditable drug 
coverage back to May 15, 2006, the last day of Initial Open Enrollment in 
Part D. Fortunately, he had only had one employer, the school, during this 
period but there had been two different insurance carriers. We had to get 
the documentation from 2006 and 2007. Quite understandably, our client 
hadn’t saved any information regarding his former New Jersey-based Plan. 
The school couldn’t help us except to indicate the name of the insurance 
company since they didn’t have a business relationship with the Plan any 
longer. We didn’t even have the identification number which was in effect 
while he had that coverage so it wasn’t an easy matter to obtain proof of 
the client’s former coverage. We persisted and were able to get proof of his 
coverage but it was a tedious, laborious process. This is another reason you 
should always keep your creditable coverage paperwork.

Another problem with Part D Special Enrollment is Part D Plans enroll-
ing you in advance of the requested effective date of coverage. It is remark-
able that the Center for Medicare Services and Medicaid Services allows 
this. Here’s the scam. You are retiring effective December 31 and have good 
group coverage including prescription drugs through that date. You apply 
for a Medicare Prescription Drug Plan for January 1 and receive confirma-
tion of that date through your on-line enrollment application done through  
medicare.gov. However, Medicare is allowing Plans to enroll you on December 
1 so that you have a month of double coverage for prescription drugs for 
which you pay an extra month’s premium to the PDP but continue to use 
your group coverage benefits. Here is the wording from a client enrollment 
done through the medicare.gov Enrollment Center:

Enrollment can be effective as early as the first of the next month depend-
ing on your circumstances. The Plan you have selected will inform you 
of your effective date of enrollment. 
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Have you followed me? Medicare is allowing an earlier enrollment than 
you requested so that your PDP receives an extra month’s premium while 
you continue to use your other coverage. It is outrageous. The best way to 
protect yourself from this situation is to avoid enrolling until the month 
preceding your desired effective date.

MEDICARE.GOV
We strongly recommend that as soon as you enroll in Medicare, even if it’s 
initially just Medicare Part A, you register on the website www.mymedicare.
gov. The tools on this website keep getting better. Some clients have said, “I 
don’t want my information on the internet.” Well, it’s on the internet so it’s 
best to check to see that the information is accurate. 

On mymedicare.gov, you can determine if Medicare has correct informa-
tion about your secondary coverage, you can verify if Medicare has correct 
information on which coverage is primary, and you can view claim infor-
mation as well. 

You can usually verify your enrollment in Medicare through the website 
before getting your Medicare card and it’s often a relief to see that you are 
enrolled. Again, mymedicare.gov, is a very good tool and everyone should 
take advantage of it. 

www.mymedicare.gov  

is a very useful tool. Register with the site  
as soon as possible to verify that information 

about your coverage is accurate and  
to view benefits and claims.

Medicare  
Supplements

Private Medicare Supplements or so-called Medi-Gap Plans (these 
terms are synonymous) are private products that pay deductibles 
and coinsurance after Medicare Part A or B pays. If you have 
original Medicare and the typical array of Medicare and Medicare-

related products, you’ll have Medicare Parts A, B, a Part D Plan and often a 
private insurance Supplement. Some choose not to have a Supplement and 
we’ll discuss that later, too. The premiums for a private Supplement, unlike 
Parts B or D or Medicare Advantage Plans can never be deducted from a 
government benefit because they are private Plans sold by insurance compa-
nies. You must always pay the insurance company directly for that coverage.

As mentioned before, traditional Medicare is structured like the major 
medical Plans of the 1960s. As a result, there are deductibles and co-insurance 
for most services. You almost always have out-of-pocket costs when you use 
Medicare services. If you are admitted to a hospital in 2012, the Medicare 
Part A deductible is $1,156.00. If you see a doctor who accepts Medicare 
assignment which is similar to a doctor who is in-network in a non-Medicare 
Plan, Medicare pays 80% of their approved charge and you pay 20% (more 
to follow under Doctors).

Medicare Supplements or  
Medi-gap Plans are private products  

(not a government benefit). 
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If you have good retiree coverage secondary to Medicare, you generally 
don’t need to consider purchasing a Supplement. You might buy one to have 
the catastrophic hospitalization coverage a Supplement provides, explained 
later. Your objective should always be to be well insured but being over-
insured can be a waste of money. Years ago a new client came to us who for 
25 years paid for an expensive Medicare Supplement that included drug 
coverage and she was eligible for TRICARE as the widow of a retired mili-
tary person. It was such a shame since she hadn’t ever used her TRICARE 
benefits and the drug benefits in TRICARE were far superior to those in her 
Supplement and later in her Medicare Part D. She wasted tens of thousands 
of dollars to purchase inferior coverage compared to what TRICARE offered.

How many different Medicare Supplements are there?
There are probably too many Supplement choices in most states. For many 
years, Plans A through J were available in most states but in the past several 
years, K and L and M and N were added and E, H, I and J were removed. 
It actually made sense that some were removed because H, I and J had drug 
coverage in them. This was before Medicare Part D took effect in 2006. As a 
result, since 2006, Plan J and Plan F were almost identical anyway. Unfortu-
nately it can be a great source of anxiety to learn that the Supplement you’ve 
had for many years has been eliminated but anyone who already had one of 
these Plans has been grandfathered. 

In some states there are also so-called Medicare Select Supplement 
options. Medicare Select products have the same benefits as their associated 
products but cost less because there is a more limited network of providers. 

We have included in the Appendix a graph which shows the various Plan 
options and what they cover. Often this information can be found on your 
State Insurance Department website in one format or another. Just a few 
years ago when there were Plans A through J, it was easy to explain that A 
was the least comprehensive Plan and J the most comprehensive. But since 
then, H, I and J have been removed and Plans K,L, M and N have been 
added, so you have to be careful. 

Which is the most comprehensive Plan?
Plan F, in the 47 states where it is available, is the most comprehensive. It 
pays 100% of Medicare Part A and B services after Medicare pays. There is 
also a high deductible Plan F although fewer insurance companies offer it. 
With the high deductible Plan F, you currently pay the first $2,000.00 in 
out-of-pocket expenses and then the Plan coverage kicks in paying 100% 

after Medicare Part A and Part B pay. The federal government is consid-
ering a surcharge to those on regular Plan F under the theory that those 
whose entire out-of-pocket costs are covered through a Plan they’ve pur-
chased will use unnecessary medical services. It’s too early to know the fate 
of that proposal.

Massachusetts and Minnesota offer two Supplement choices and Wisconsin 
offers a basic Plan with several optional riders. 

In most states, one can choose among  
Medicare Supplements, A, B, C, D, F, K, L, 

M, or N. Massachusetts, Wisconsin  
and Minnesota have fewer choices.

Do any Supplements contain drug coverage?
Not if they were purchased after 2005. Private Supplements H, I and J had 
drug coverage until 2006 when Medicare Part D was passed. Medicare Sup-
plements sold since the end of 2005 do not include drug coverage.

How are Private Medicare Supplement Plans regulated?
It is extremely important to remember that Medicare Supplements are regu-
lated by both the federal government and state governments. It is also impor-
tant to remember that several key issues vary by state.

FEDERAL OVERSIGHT—STANDARDIZED BENEFITS
The federal government determines what benefits are covered in a given 
Supplement. That means that a Plan F provided by one company has the 
EXACT SAME benefits as a Plan F provided by another company any-
where in the United States. The same is true of a Plan A or a Plan N. The 
benefits are the same regardless of what company provides the coverage 
and what they charge for it. Since the benefits are the same, you do not 
want to overpay for your Supplement.

Federal regulations also require that an agent or broker cannot sell a 
Supplement without the client understanding that the client should not 
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have more than one Supplement. Private Supplements do not “coordinate” 
benefits meaning they are secondary to Medicare and there is no advantage 
to having more than one Supplement. Years ago we were retained by an 
attorney to review her client’s healthcare coverage portfolio. Unfortunately, 
her client had three Medicare Supplements and a variety of other rather 
worthless discount programs she had joined, but she could not benefit from 
all of them. All these companies had her credit card and were renewing 
everything automatically. This is just the type of situation federal regula-
tion is intended to prevent at least with respect to Medicare Supplements.

You could be paying too much  
for your Medicare Supplement.  

Comparison shop for information on Plans 
and associated premiums.

STATE INSURANCE DEPARTMENTS  
AND STATE DIFFERENCES
State Insurance Departments also regulate Medicare Supplements in sev-
eral key ways and they are an excellent source of information. You typically 
go to your state’s Insurance Department website, click on Consumer, then 
Health, then Medicare and review what the various topics are. Many sites 
have information on every company that sells Supplements in that state, 
which Supplements they offer, the approved premium and a contact tele-
phone number.

My home state, Connecticut, shows one graph of all the federally approved 
Supplements, A through N, (less E, H, I and J which have been eliminated), 
and what they cover. Another chart shows the approved companies in the 
state and the approved premiums for each Plan. Both of these charts are in 
the Appendix to this book to show you the kind of information you want 
to find. As you will see, as of September 2011 in Connecticut, you could pay 
as low as $210.50 and as high as $420.37 per month for a Plan F premium. 
That same month you could buy a Plan A Supplement for as low as $122.75 

or as high as $526.93 per month. Remember a Plan A Supplement has the 
same benefits as any other Plan A Supplement. A Plan A Supplement pro-
vides far less comprehensive coverage than a Plan F Supplement. Anyone 
in Connecticut paying $526.93 for a Plan A Supplement is wasting a great 
deal of money because a more comprehensive Plan A Supplement can be 
purchased for a lower premium from a different company for far less. 

PREMIUMS WHICH CAN BE CHARGED
In fact, reviewing premiums by company or insurer across states can be fas-
cinating. In general, insurance premiums will be higher in higher cost areas 
of the country but how the state’s Insurance Department regulates the com-
panies offering these products differs and matters. As the chart with Con-
necticut premiums reveals, the state of Connecticut, which is small with just 
over three million people, is handled as one insurance marketplace. Contrast 
this with Westchester County, New York, the adjacent county to our west, 
which has two premium structures within the county, a higher premium for 
the more expensive southern portion of the county and a lower premium for 
the less expensive medical marketplace, northern Westchester. Westchester 
has a population of just under one million.

Yes, you can definitely overpay for your Medicare Supplement. Over the 
years we have also encountered a number of “deals” that have been made to 
offer Supplements to particular groups, usually a medical or dental society. 
We have yet to see a good one but there’s always hope. At any rate, it makes 
sense to be a prudent purchaser and not pay more than you should. 

RATE STRUCTURE
Geography can be one element of rate structure but age and whether or not 
you are a smoker matter depending on the state you live in. As you can see 
from Connecticut’s chart, whether you are 65 or 105, you will pay the same 
premium. Other states have five year rate bands so that at age 70, age 75, age 
80, etc. you pay higher rates.

Idaho, at least for the time being, has one year rate bands so in addi-
tion to any premium increase for the year, at each birthday you’re paying a 
relatively higher rate. As a result, you pay less if you’re 65 than if you’re 85.

In other states like Maryland and Florida, there is a non-smoker premium 
and a smoker premium. Again, state environments vary with respect to how 
premiums are established for Medicare Supplements.
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PURCHASING A MEDICARE SUPPLEMENT 
During an Initial Enrollment Period or a Special Enrollment Period, when 
you are transitioning onto Medicare Part B, you have a six month Medicare 
Supplement Open Enrollment Period to purchase any Supplement. After 
that six month period expires, your opportunity to purchase a Supplement 
depends to a great extent on your state of residence.

Remember that Enrollment Periods are simply windows of time within 
which you must act on a matter related to insurance or suffer the conse-
quences. As a result, when you apply for a Medicare Supplement during an 
official Enrollment Period, you typically don’t even answer any questions 
related to your health. Your health status is irrelevant.

If you go onto Medicare due to disability, you also can go on a Medicare 
Supplement in many states but depending on your state, your choice of 
Plans might be limited. Federal law does not require insurance companies 
to sell Supplement Plans to people under 65. 

Some states allow insurers to medically underwrite Medicare Supplements 
applied for outside an Enrollment Period and to deny the application based 
on health status. Medical underwriting means that when you apply for the 
insurance product you are given a list of questions to answer much like the 
questions you are asked when you go to a new doctor. With insurance that 
is “medically underwritten” as opposed to “guaranteed issue,” if you answer 
“yes” to too many questions, your application may be denied. In essence, if 
the insurer believes you are too great a risk, they are likely to lose money on 
you, and they often have no obligation (again, this depends on your state of 
residence) to extend coverage to you. 

If you don’t have another source of coverage secondary to Medicare and 
you decide not to obtain a Supplement during an Enrollment Period, you 
should know the rules about medical underwriting in your state. 

WAITING PERIODS 
This issue varies significantly by state. In New York, all Supplements can 
be purchased on a guaranteed issue basis outside of an Enrollment Period 
at any time. However, all Plans can impose a six month waiting period dur-
ing which they don’t have to pay any of the expense associated with a pre-
existing condition. They may contest all significant claims that come to them 
during that six month period.

Across the border in Connecticut, whether or not to impose a pre-existing 
condition exclusion and the length of a pre-existing condition exclusion—
the waiting period—is left to the discretion of the company offering the 

Plan. Some Plans have no waiting period, some have one month, some 
two months, three months and six months. You need to understand what 
is available in your state. 

CATASTROPHIC HOSPITALIZATION
An increasingly important issue is catastrophic hospitalization coverage, a 
benefit offered in private Medicare Supplements and Medicare Advantage 
Plans. ACA may require more Retiree Medical Plans to offer catastrophic 
hospitalization coverage when Medicare Part A benefits are exhausted. The 
Medicare Catastrophic Coverage Act of 1988 was repealed in 1989. That 
Act provided unlimited hospitalization benefits to those on Medicare. The 
Act was unpopular because the cost of the program was passed on to those 
on Medicare rather than being more widely subsidized by all taxpayers like 
so much of Medicare is.

A Supplement contains an extra 365 days of hospitalization coverage 
beyond what Medicare Part A provides and we have seen numerous instances 
where Medicare Part A has been exhausted. The cruel reality of our times 
is that we can live longer lives in impaired conditions which in prior times 
we wouldn’t have survived.

Medicare Part A covers up to 150 days  
of hospitalization and/or skilled nursing. 

When you haven’t used Part A for 60 days, 
the first 90 of the 150 days replenishes. Your 60 

Lifetime Reserve Days never replenish. 

How does Medicare Part A (hospitalization coverage) work?
Each person on Part A has a benefit of 150 hospital days, 60 of which are 
so-called lifetime reserve days and they are aptly named. If you use them, 
they never replenish. 

When you are admitted to a hospital or subsequent nursing or rehabili-
tation facility, the clock starts on your Part A benefits. A simple example 
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would be using 90 straight days of hospitalization. If you were then able to 
go home or be “facility free” for 60 days in a row (not using your Part A at 
all), your 90 day benefit totally replenishes.

It’s not common but patients can be hospitalized for 90 straight days. It 
is more typical that someone goes from hospital to skilled nursing to home 
and then is readmitted and may go back and forth but is never “facility free” 
for 60 consecutive days. Everyone should know that if you go beyond 90 
Medicare Part A hospital days and they don’t replenish, you’re using your 60 
remaining lifetime reserve days which never replenish. Should you exhaust 
those and be in a hospital and unable to be discharged home or unable to 
be “facility free” for 60 days, you will have to pay unless you have a private 
Supplement, Advantage Plan, or some other form of hospital coverage sec-
ondary to Medicare.

Exhausting hospitalization coverage can result in hospital bills of hun-
dreds of thousands of dollars. We have seen them.

Couple with Retiree Medical;  

Wife Exhausts Part A

Mr. and Mrs. Hart thought they had excellent retiree benefits. 
After all, Mr. Hart had worked for his former employer, a Fortune 
100 company, for almost his entire adult life. They had never had 
a problem with significant medical bills. As they got older, both 
Mr. and Mrs. Hart’s health seriously deteriorated and Mrs. Hart 
had major system failures over the course of two years. They didn’t 
notice the Medicare Summary Notice which indicated that Mrs. 
Hart had used all 60 of her Lifetime Reserve Days. She remained 
in the Hospital. 

After Mrs. Hart died, the estate received a bill from the local hospital for 
$800,939.00 for the period after her Medicare was exhausted and the sec-
ondary coverage reached its lifetime maximum. No one from the Hospital’s 
billing department or social work department had informed the couple or 
family during this period that in their state Mrs. Hart could have purchased a 
Medicare Supplement without a waiting period to obtain additional hospital 

coverage, since the retiree coverage did not include catastrophic hospitaliza-
tion. That wasn’t their job. 

An interesting point related to this tragedy is that the ACA requires 
the removal of limits on hospitalization which might have protected this 
family. However, I fear employers will see these new unlimited benefits as 
a potential risk they don’t want to assume and will restructure or eliminate 
retiree medical benefits in order to reduce their exposure. 

Widow Overpaying  

for Medicare Supplement

Mrs. Martin’s deceased husband had purchased a Medicare 
Supplement for both of them through a medical association. After 
he passed away, she didn’t think to question whether she was over-
paying for the Supplement. While assisting Mrs. Martin with 
another matter, we learned what she was paying for her Supplement 
and informed her she could pay $200.00 less a month for exactly 
the same coverage through a reputable insurance company. Mrs. 
Martin changed her Plan.
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Medicare  
Advantage 

Medicare Advantage (formerly referred to as Part C or 
Choice+) Plans are alternatives to original Medicare man-
aged by private companies. Medicare gives the money they 
estimate would be spent on you that year to the private com-

pany you select. Historically most Plans were HMOs (Health Maintenance 
Organizations) but PPOs (Preferred Provider Organizations), and the newer 
PFFS (Private Fee for Service Plans) are also available. 

Medicare Advantage Plans  
are private Plans which are an alternative  

to original Medicare. 

LOCKED-IN
Like Medicare Part D, with a Medicare Advantage Plan you are locked-in 
to your choice, generally for a year unless you move to another area. New 
in 2012 is the option to make one change per year to a 5-Star Plan if there 
is such a Plan in your area. Medicare Advantage Plans historically have 
presented the same choice as other managed care products. You might pay 
less for your benefit package and in exchange you agree to a network and 

more “rules” like pre-authorization requirements that non-Medicare Plans 
have. Whether or not Medicare Advantage Plans are attractive depends 
entirely on where you live, your physicians and your values and priorities. 

PROVIDER NETWORK
You should be careful to understand the provider network in a Medicare 
Advantage Plan. A client came to us having joined an Advantage Plan for 
the lower costs when he was totally healthy. Then during the year he was 
diagnosed with a very aggressive cancer. He wanted to go to Memorial 
Sloan Kettering for treatment but Sloan Kettering was not in the network. 
If he went to Sloan Kettering as a Medicare Advantage member with that 
Plan, he was going to have to pay cash. There was NO coverage. Had he 
been on original Medicare, being treated at Sloan would have been covered. 

There are PPO Advantage Plans available now where you enjoy much 
of the freedom of original Medicare where you can choose which doctors 
and providers you want to see. These Plans have co-pays at varying levels 
for most services so they’re fairly good choices for people who won’t use 
too many services. 

INFORMATION ON MEDICARE ADVANTAGE PRODUCTS
Often there is good information on your State Insurance Department’s web-
site. Click on “consumer,” then “health,” then “Medicare” to see what informa-
tion is there.

Another good source of information is the Medicare and You Book which 
the federal government prints every year for everyone on Medicare. Medicare 
and You contains a great deal of useful information but it’s over 100 pages and 
full of terms many people don’t understand. Nevertheless, the end of the book 
is customized by geographic area to show the various Medicare Advantage 
Plans available where you live. You can also view this information on-line. 
If you don’t receive a copy by mail, you can call Social Security and request 
a copy. Copies may also be available at your local Social Security office. 

WHEN ARE MEDICARE ADVANTAGE PRODUCTS  
NOT A GOOD CHOICE?
It’s important to understand that Medicare Advantage Plans are specifi-
cally tied to a geographic area as a result of federal regulation. We have had 
numerous calls from people whose parents were on a Medicare Advantage 
product in Florida but once they became very elderly and sick, they couldn’t 
remain in Florida. One misunderstood that moving out of Florida enabled 
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her to switch back to original Medicare. She remained on her Florida Advan-
tage Plan and sought care from several expensive New York specialists. She 
didn’t understand that her Florida Plan would only cover “urgent and emer-
gent” care outside of Florida and had to pay cash to all those doctors. Also, 
she wasn’t eligible to remain on the Florida Advantage Plan once she moved. 
When she moved from Florida to New York, the move was a qualifying 
event enabling her to return to either original Medicare or to join another 
Medicare Advantage Plan.

Another was visiting a relative and had a precipitous decline in health. 
The family determined he could not return to Florida. They sought our help 
so that the transition back to original Medicare could occur at the first of 
the next month but the claims from the prior three weeks ended up being 
disputed as “urgent and emergent” by the Florida Plan.

An adult daughter wanted her mother to move out of Florida to be closer 
to her and to be able to return to original Medicare but didn’t want the 
mother to lose her official Florida residence where there is no income tax. I 
explained to her that we couldn’t fill that tall order since only an official move 
out of the state would allow her to disenroll from the Florida Advantage Plan 
and return to original Medicare. If she maintained her Florida residence as 
her official residence, she would have to wait until the Annual Enrollment 
Period to transition from her Advantage Plan back to traditional Medicare. 

If you have more than one home, Medicare Advantage products are often 
not a good choice since only urgent and emergent care is covered outside 
the service area associated with the individual’s primary residence. Medicare 
Advantage products are not a good choice for someone who isn’t going to 
put forth the effort to truly understand the benefits, the network, the rules 
and might have “remorse” at being locked in to a Plan.

In spite of all these reservations, Medicare Advantage Plans can be an 
excellent choice if you’ve belonged to a reputable Plan with a long history or 
live in an area where this is a reputable Plan. What gets lost in the debate 
with respect to Medicare Advantage Plans is that there are high quality 
Medicare Advantage Plans that have been in business for many years. 
They should be viewed very differently from the Plans we read about in the 
newspapers, those that have been sanctioned repeatedly for their aggressive, 
unscrupulous agents who enroll unwitting seniors who have no idea what 
they’ve signed up for. 

ENROLLING IN MEDICARE ADVANTAGE PLANS
You can enroll in a Medicare Advantage Plan during your Initial Enrollment 
Period to coincide with going on Medicare at age 65. Between October 15 
and December 7 you can join, switch or drop a Medicare Advantage Plan 
for a January 1 effective date. Between January 1 and February 14, if you are 
in a Medicare Advantage Plan, you can leave and change back to original 
Medicare. If you do so, you have until February 14 to enroll in a Medicare 
Part D Plan.

MEDICARE ADVANTAGE SUMMARY
All Plans are not the same. You should understand the pros and cons 
before selecting a Plan. Know that it is illegal for a Plan to contact you via 
telephone which is why there is so much mail to those who are eligible at 
enrollment times. 

Regardless of your interest in enrolling in a Medicare Advantage Plan, 
you should understand what Medicare Advantage Plans are. Some compa-
nies are in the Medicare Advantage business, the Medicare Part D business 
and the Medicare Supplement business. You should never be in a Medicare 
Advantage Plan and have a private Medicare Supplement which Supplements 
traditional Medicare. We have dealt with people who enrolled without 
realizing what they enrolled in. That shouldn’t happen. Of course today’s 
healthy 65 year-old may be very capable in terms of understanding these 
issues. A frail 85 year-old or the adult daughter of the frail 85 year-old may 
not have any ability to do so and the mail during Enrollment Periods from 
companies offering these Plans can be overwhelming, confusing, and scary. 

Anyone considering enrolling in a Medicare Advantage Plan for the first 
time should carefully evaluate the Plan relative to the other options available 
to them. At the same time, if someone has been in a Medicare Advantage 
Plan for decades and has been happy with it and the doctors are still in 
the Plan, probably best to let things be. We have seen adult children of 90 
something year old parents who after decades have realized their parent is 
in what they describe as a Medicare HMO and they are horrified. They want 
the parent out. Individuals who’ve been well served by a Plan for many years, 
have enjoyed good relationships with their doctors and appreciate features 
like not getting paperwork associated with every claim often should likely 
be left in the Plan unless there is a compelling reason to change. 
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Retiree  
Benefits

R etiree medical benefits are medical and prescription drug benefits 
provided to those who have worked for a company or union long 
enough to earn them upon retirement. Retiree medical benefits 
are a critical protection for those who have retired before age 

65. For those 65 and over for whom Medicare is primary, however, we often 
see benefits that aren’t as valuable as they used to be. This is due to the ever 
increasing cost of medical benefits. In addition, since Medicare Part D was 
added in 2006, it is easier for companies to decide to discontinue retiree 
benefits for those on Medicare. Before 2006, Medicare had no outpatient pre-
scription drug program. ACA presents other threats to employers maintain-
ing retiree medical due to the increased benefits included in that legislation.

If you’ve retired prior to age 65 and have postponed taking your social 
security or Railroad Retirement Benefits, then you MUST actively enroll in 
Medicare Parts A and B (and D if your retiree medical doesn’t offer drug ben-
efits) two or three months before your 65th birthday. Your former employer 
requires that you are enrolled in Medicare. By enrolling at the beginning of 
your Initial Enrollment Period, your Medicare coverage will be in effect as 
soon as you are eligible. Medicare will be primary and your retiree medical 
will be your secondary source of medical coverage. 

Once you’re on Medicare, enroll on mymedicare.gov and com-
plete Medicare’s Initial Enrollment Questionnaire to communicate to 
Medicare that it will be primary. Track over time that the information on  
mymedicare.gov is correct.

ACA adds higher risk to Retiree Medical 
Plans because various benefits now have to  

be unlimited. Be aware. Your Plan may 
change, be restructured or eliminated to  

avoid this added risk.

How do you know how good your retiree benefits are?
Often with great difficulty if you are 65 or older. 

The value of your retiree coverage is the combination of what benefits 
are covered and what you’re paying for those benefits versus what’s available 
to you with either a Medicare Supplement, Advantage Plan and/or Part D 
Plan. It has never been more important to know, and in many instances it 
has never been more difficult to know, the value of your retiree coverage. At 
the same time, it is almost always a very stressful decision to decline retiree 
benefits because you typically can’t re-enroll once you decide to leave the Plan.

We see the full spectrum of situations:
•   The former employer offers retiree benefits that are subsidized  

and of wonderful value to the retiree
•   The former employer essentially extends the benefits  

at the employer’s cost 
•   The employer is charging a ridiculous amount for the benefits  

offered compared to what’s available in the private marketplace
•   The value of retiree benefits continues to erode, sometimes slowly, 

sometimes quickly 

When the employer is charging an amount beyond what seems reason-
able, we feel it is almost kinder for the former employer to eliminate retiree 
medical rather than have people overpay for benefits because they’re afraid 
to drop them or because they are incapable of evaluating the situation. For 
example, we once met with a new client who was paying substantially more 
for his retiree dental premium than the annual benefit would pay which 
plainly makes no sense at all.
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PRESCRIPTION DRUG BENEFITS WITH RETIREE MEDICAL
Because of the “donut” hole in Medicare Part D, retiree drug benefits are 
almost often better coverage for drugs than Part D. That is a main reason so 
many people, especially on expensive medications or with a spouse on expen-
sive medications, would choose to keep their retiree medical. We haven’t seen 
many Plans continue to offer retiree medical and suspend their drug benefits 
but there are some and this may be an increasing trend if Medicare Part D 
benefits become more attractive. 

In analyzing the value of retiree medical benefits compared to options, 
it is often a mixed bag. The retiree medical coverage may not be as good 
for those 65 and over or may be more expensive than a private Medicare 
Supplement. Typically, however, the retiree drug benefits are superior to 
Medicare Part D drug benefits. 

HIGH DEDUCTIBLES
Retiree Plans with higher deductibles are becoming more and more com-
mon. Let’s say your Plan has a $2,000.00 deductible per person per year. If 
you’re relatively healthy, then often your retiree coverage isn’t paying for any 
medical expenses until perhaps the very end of the year. If you need surgery 
or a major procedure, then hopefully you’ll have it in the beginning of the 
year so that you’re meeting that deductible and getting some coverage from 
your Plan earlier in the year. It’s often worth keeping a Plan like this but it 
depends entirely on how much you are paying for it compared to how much 
you might pay for products in the Medicare marketplace, like the combina-
tion of a private Medicare Supplement and a Part D Plan. 

FEE SCHEDULE
Sometimes it is difficult to know how good the retiree Plan is until one is 
on it because retiree materials will say “we pay according to a fee schedule” 
but there is no information about where the fee schedule is set. There are 
so many procedures and codes paid that it’s not considered a simple request 
to ask for the fee schedule although you can ask. At times the fee schedule 
is so low that the Plan rarely pays anything after Medicare Part A or B even 
after the deductible is met. As a result, with a reasonably healthy retiree it 
would be almost impossible for the employer to incur much expense other 
than drug for the retiree or spouse because the Plan isn’t paying anything 
after Medicare Part A or B pays or isn’t paying much. 

How can you tell how rich the Plan might be?
It’s extremely difficult to tell until you see how claims are actually processed. 
The fee schedule for Part B claims may be set like a Plan F Supplement so 
that the entire balance after Medicare has paid is covered. It may be set to 
pay 80% after Medicare pays. That’s a good benefit but somewhat of a hassle 
because it means you often will owe very small balances after Medicare pays 
and after your secondary coverage pays. Sometimes the fee schedule is set 
below what Medicare pays so you owe the entire balance after Medicare pays. 

I have only seen one retiree Benefits Booklet EVER that was refreshingly 
direct with respect to the fee schedule. It said “we rarely pay after Medicare 
Part A or Part B pays.” The Plan had a $700.00 deductible. The Plan lan-
guage indicates that the fee schedule has been set around or even below 
the Medicare fee schedule. As a result, that’s pretty clear—the value of that 
retiree Plan is primarily in the drug coverage. In that kind of situation some 
would choose to have a private Medicare Supplement and some would not 
depending on their circumstances and whether they lived in a state where 
they could always purchase a Supplement later. 

Can you get good information from your benefits department?
Sometimes but my advice would be to not count on getting good advice 
from your company’s Human Resource or Benefits staff if you are a retiree 
65 or over. Let’s be realistic. The primary responsibility for those dealing 
with Benefits in a large company is the active work force. Most Benefits 
Department staff would acknowledge that it is beyond the scope of their 
responsibilities to understand the complexities of Medicare. They cer-
tainly have no obligation to learn about the alternatives a retiree might 
have should the retiree want to consider declining the retiree coverage and 
go on Medicare products instead.

SURVIVOR BENEFITS
Survivor benefits mean that the retiree benefits are extended to the spouse 
should the retiree die first. Trying to find out whether there are survivor ben-
efits can be difficult, too. It’s preferable to know in advance if a retiree Plan 
includes survivor benefits so you can plan accordingly. It’s terrible enough to 
be a new widow but many without survivor benefits get a letter of condo-
lence which also reads that “you are off the coverage at the end of the month” 
unless you elect COBRA. COBRA is rarely a good option for people over age 
65 and yet companies have to extend COBRA benefits to comply with federal 
regulations. 
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Spouses of individuals with Retiree  
Medical Coverage must know if benefits  
will continue should that spouse die first.  
If not, the surviving spouse has 63 days  

to find new coverage.

RETIREE MEDICAL FROM A FORMER EMPLOYER— 
WHEN TO CALL IT QUITS
It can be a very difficult and trying decision to eliminate retiree benefits. For 
our client, described below, however, the former employer made it an easier 
decision than is typical. Our client, a widow, was paying $558.00/month in 
2005 for excellent retiree medical benefits through the company her husband 
had chaired. This was a high premium but the Plan had excellent drug ben-
efits and Medicare Part D had not yet started. Then on December 16, 2005 
she received a letter as part of open enrollment that the company had been 
charging incorrectly and she should have been charged much more for her 
retiree healthcare coverage. Fortunately for her, so the letter said, they would 
not be asking for a refund associated with prior years.

The letter went on to say that the new monthly charges for health insur-
ance would be $1,451.00, more than two-and-a-half times the level of expense 
she’d paid that year. This meant she would be paying $17,412.00 per year for 
coverage secondary to Medicare. We got in touch with the widow’s husband’s 
former company and were given permission to speak to the company’s broker. 
What the company had decided to do was to charge the same amount for 
retirees who were under 65 for whom the company’s Plan would pay first 
and retirees over age 65 for whom Medicare would pay first. 

This may have been the first time that we ever recommended that someone 
give up retiree medical but it was an easy recommendation to make. The cost 
of a Plan F Supplement which pays the entire balance after Medicare pays 
was about $200.00/month at that time. Part D was going to be available 
on January 1 and our client was taking two prescription medications both 
of which were generic and inexpensive. Even if she had enrolled in Part D 

and gone through the “donut”hole, she would have spent $4,500.00 to reach 
the catastrophic level in 2006.

We advised that she get a Medicare Plan F Supplement, enroll in Medicare 
Part D and take COBRA for 18 months, the COBRA being in place solely 
for the limited dental benefit. She was already enrolled in Medicare Parts 
A and B. It would have been kinder if the company had just terminated 
the coverage.

Sometimes you have an iron-clad guarantee to your benefits because 
of a court decision, for example, or a union contract. But in the U.S., that’s 
rarely the case for non-union employees. In fact, the opposite is often true. 
Corporate takeovers can allow the new entity to eliminate retiree benefits 
for all those who were once eligible. We’ve seen this in many instances, 
including with the former CEO of a U.S. steel company.

THE FUTURE OF RETIREE MEDICAL BENEFITS
Although certainly there will be exceptions, today’s retiree over age 65 who 
has rich retiree medical benefits should probably anticipate changes in their 
benefits. You have to be realistic. The ACA adds more risk to employers and 
Plans by removing lifetime maximums. Some employers will act to limit that 
risk. You cannot assume that a good Plan today will be a good Plan in the 
future. Many corporations would love to be out of the business of offering 
rich retiree medical and having to list that liability on their balance sheets. 
One client’s company recently eliminated all retiree medical benefits and will 
offer retirees an annual stipend of $2,200.00 toward coverage they enroll in 
as individuals. This change vastly reduces the company’s financial risk. 

Pay very close attention to changes in your retiree medical benefits. It 
may not be necessary to review them carefully every year if the benefits 
seem stable but I would always recommend that at least every few years you 
should make a concerted effort to determine if the benefits have diminished 
and, if so, how. 
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Doctors

Another issue when transitioning onto Medicare is the new lan-
guage describing how physicians participate in the Medicare 
Program. The non-Medicare language of in-network and out-
of-network is replaced with accepting assignment, not accepting 

assignment or opting out of Medicare. You want to know which category 
your doctors fall into. 

ACCEPTING MEDICARE ASSIGNMENT
A doctor who accepts Medicare assignment is fairly analogous to a doc-
tor who is in-network in the non-Medicare world. The doctor submits 
a claim to Medicare and Medicare “assigns” the payment directly to the 
doctor, meaning the doctor’s office is paid directly. If you have a Medicare 
Supplement or retiree medical as a secondary source of coverage, typically 
an electronic link called a Part B cross-over is set up so that Medicare claim 
information goes to the secondary carrier electronically without your hav-
ing to file a claim. This is a wonderful convenience. Then the secondary 
carrier pays its portion of the claim. The amount paid depends entirely on 
the coverage you have. If there’s still a balance, you then pay that.

Doctors who accept assignment have agreed to receive 80% of the amount 
Medicare allows doctors to charge for that service, or the Medicare fee sched-
ule. If Medicare’s approved fee is $100.00, the doctor’s office would be paid 
$80.00 from Medicare, for example. If you have a Plan F Supplement, the 
remaining $20.00 would be paid by the Supplement. If you had no second-
ary coverage, you would owe the $20.00. 

Doctors who accept assignment cannot charge whatever they want. Their 
charges are dictated by the government and over the years what the government 
pays has become lower and lower, which is why more physicians, especially 
primary care physicians, are unhappy with reimbursement from Medicare 
and also why some have opted out of Medicare altogether.

NOT ACCEPTING MEDICARE ASSIGNMENT  
OR “UNASSIGNED” CLAIMS
The term “not accepting Medicare assignment” is very unfortunate because 
it sounds as though the physician may not have any relationship with the 
Medicare program. That’s not true. Here’s how it works.

When you see a doctor who does not accept assignment, he or she can 
charge up to 15% more than the Medicare approved charge. Also, the office 
can ask you for that payment at the time of service but many do not. 

The office of the doctor who does not accept assignment also submits 
the claim to Medicare but the payment comes to you. In fact, Medicare 
Summary Notices (the Medicare equivalent of a non-Medicare Explanation 
of Benefit form or “EOB”) are always separated by assigned and unassigned 
claims. An unassigned claim will have a check to tear off. Consumers rarely 
file claims with Medicare. When they do it is usually to get a Medicare denial 
so that some other insurance in place will consider paying a claim. In sum, 
both doctors who accept assignment and who do not accept assignment, 
file Medicare claims directly. You do not.

Doctors who don’t accept Medicare 
assignment can charge more than doctors  

who do, and the Medicare payment goes to  
the patient, not the provider.

Using the example above of the $100.00 Medicare approved charge, the 
doctor who does not accept assignment can get up to $115.00 for the service 
whereas the doctor who accepts assignment only receives $100.00. In both 
cases, Medicare only pays $80.00. If you have a Plan F Supplement, the rich-
est Supplement which pays 100% after Medicare pays, then in this example, 



164 HEALTH INSURANCE: NAVIGATING TRAPS & GAPS  HEALTH INSURANCE: NAVIGATING TRAPS & GAPS 165

the Supplement will pay $35.00 to you for the doctor who does not accept 
assignment. If you have a private Supplement or retiree medical Plan that 
pays some portion after the $80.00 but less than $35.00, then you owe that 
balance to the doctor after the Plan pays. The doctor is due the full $115.00.

WAITING LISTS OR NOT ACCEPTING  
NEW MEDICARE PATIENTS
When you are told by a doctor’s office that they are not accepting new Medi-
care patients or have a waiting list for new Medicare patients then you know 
that the office either accepts assignment or doesn’t accept assignment. These 
offices have decided that Medicare payment rates are so low that they must 
limit the number of Medicare patients in the practice.

MEDICARE ADVANTAGE PLANS AND DOCTORS  
WHO ACCEPT OR DON’T ACCEPT ASSIGNMENT
Whether a doctor accepts Medicare assignment or not isn’t relevant to a 
Medicare Advantage Plan. Advantage Plans have a network of doctors and 
you need to know which are in the network and if you want to see a doc-
tor who is not in the network, whether you have out-of-network benefits. 
If you have out-of-network benefits, you’ll typically pay a higher co-pay. 
When you’re traveling outside of your local area, only urgent and emer-
gent care would be covered with a Medicare Advantage Plan. In that case 
you would want to make sure you see a doctor who hasn’t opted out of the 
Medicare Program altogether or you will have to pay cash. 

DOCTORS WHO’VE OPTED OUT OF MEDICARE
An increasingly vexing issue concerns doctors who have chosen to have no 
relationship with Medicare. These doctors can charge you whatever they 
choose since they have no obligation to honor Medicare’s approved charges. 
Doctors who opt out of Medicare tend to be internists or medical specialists 
of some sort, behavioral health providers, and, increasingly, gynecologists. 

PRIVATE CONTRACT
That a doctor has opted out of Medicare should never come as a surprise. 
They are required to execute a so-called “private contract” with you which is 
a two or three page document which states that the doctor has no relation-
ship with the Medicare program and you have agreed to pay cash. Medicare 
can’t pay for services provided to a doctor who has no relationship with the 
Medicare program. However, if that doctor admits you to a hospital for a 

medically necessary admission, then Medicare does cover the other services 
that Medicare Parts A and B would have covered anyway. Only the fees asso-
ciated with the physician(s) who has opted out will not be paid.

Doctors who have opted out of Medicare tend to be located in higher 
cost, affluent areas. They are doctors who have an established practice who 
believe most of their patients will stay with them even if those patients have 
to pay cash. Although we are seeing more gynecologists opt out of Medicare, 
we have only dealt with a handful of other types of surgeons who have 
opted out. Again, opting out of Medicare is typically more of an issue for 
the primary specialties, internists or medical subspecialists, psychiatrists, 
and other behavioral health providers.

If you have a Medicare Supplement, it does not pay for services associated 
with a doctor who has opted out of Medicare. Retiree medical secondary 
to Medicare often will pay a small amount of a medical bill from a doctor 
who has opted out of Medicare because the claim is typically processed as 
though the doctor participated with Medicare. These claims are almost 
always a headache because they need to be either sent in with a copy of the 
private contract or with a Medicare denial.

Doctors who have opted out  
of Medicare are required to execute  

a private contract with you, acknowledging 
that you understand you will pay cash  

for their services. Medicare will not pay  
any such claims.

CONCIERGE MEDICINE
Doctors who’ve opted out of Medicare are often confused with “con-
cierge” doctors but “concierge” doctors may or may not have opted out of 
Medicare. Concierge typically refers to a physician who is offering services 
beyond those covered by Medicare, like 24/7 access, email access and home 
visits, for an additional fee. In our experience, these fees range from a low 
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of $1,500.00–$2,000.00 per year to about $15,000.00 although there are 
some services that charge more. The important issue is you should know 
what relationship your doctor has to the Medicare program so that you’re 
not surprised. 

Doctors not taking new Medicare patients, those maintaining a wait-
ing list for those on Medicare, doctors opting out of Medicare altogether, 
and high fees for concierge services represent very frightening trends for 
all of us. To some extent we’re paying the price for the way Medicare has 
cut physician payment rates over the years. This has been particularly dif-
ficult for primary care physicians whose charges are already low relative to 
specialists and whose practices tend to have a larger proportion of older, 
sicker patients with more intensive needs. If you are on Medicare and your 
doctor is approaching retirement, you should think strategically about 
who your next doctor will be. 

Medicare Coordination  
of Benefits Issues

The term “coordination of benefits” refers to which source of 
coverage pays first. The most frequent problem we see with 
Medicare Coordination of Benefit issues relates to small groups 
of fewer than 20 employees. According to the rules of insur-

ance and consistent with almost all insurance company approaches, if you 
have group coverage through your or a spouse’s active employment through 
a group of under 20 employees, Medicare pays first and you should usually 
be on Medicare Parts A and B but not Part D. Medicare will be primary 
for medical services, the group Plan will be secondary and the group’s drug 
Plan will provide drug coverage. There are some exceptions with insurance 
companies offering products that do not require Part B enrollment. Always 
verify that information in writing. 

Sometimes Medicare has incorrect information on which source of cov-
erage should be primary. We recently dealt with a situation where Medicare 
had recorded in its COB system a retired 96-year-old and his 94-year-old wife 
residing in a nursing home as having active group coverage as primary. The 
group could only have been primary if this couple had been actively employed. 
As you can imagine, their claims were a mess. Register on mymedicare.gov 
to see what information Medicare has on file. If it is not correct, you need 
to call the Medicare Coordination of Benefits (COB) Department so that 
your correct information is on file. You can do this by calling the Medicare 
Coordination of Benefits Department at 800-999-1118.
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If your Medicare claims are not being 
processed properly, check your coverage 

information on mymedicare.gov then call the 
Medicare Coordination of Benefit (COB) 

Contractor to update it if needed. 

MEDICARE AND SMALL GROUP COB PROBLEMS
One new client came to us years ago. He and his wife owned a business 
together and they were each subscribers on this small group Plan. His bro-
ker had incorrectly advised him that he did not need to sign up for Medicare 
when he turned 65 because his group would continue to cover him. The bro-
ker was correct that this gentleman and his wife could keep the small group 
coverage but their insurance company actually required them to enroll in 
Medicare Parts A and B which would be primary. One blessing was that our 
client ignored the broker and did sign up for both Medicare Parts A and B. 
However, claims for medical services provided to this couple continued to be 
processed through the group coverage as primary. 

Two years later, the gentleman’s insurance carrier demanded repayment 
of all the claims they had paid as primary because his contract indicated 
Medicare should have been primary. They wanted almost $20,000.00 back. 
It wasn’t an easy matter to deal with. Doctors’ offices and other providers 
had to resubmit claims to Medicare as primary. Some of the claims were 
too old for Medicare to pay. After that, the responsibility of the small group 
Plan paying as secondary had to be determined. Many providers had been 
overpaid and owed a refund because they had originally been paid by the 
group Plan as primary and then subsequently paid by Medicare as primary. 
Yes, it was a mess. It cost this gentleman a good deal of money for our ser-
vices to straighten this out.

Of course, it could have been worse. It was better that the client had 
enrolled in Medicare Part B even though his broker had misinformed him 
that he didn’t need to. At least he had the Medicare as primary for most of 
the claims and didn’t miss his Initial Enrollment Period.

Remember that verbal assurance from a broker is typically not going to 
absolve you from responsibility for a coordination of benefits problem even 
if you receive poor advice. 

MEDICARE AND ACTIVE GROUP
We are seeing individuals who have excellent group coverage through their 
companies or small businesses getting poor advice about what they should 
be enrolled in. Sometimes that advice is coming from their companies, their 
brokers and sometimes they’re just confused. Opting out of Medicare Part 
B is a very serious decision because Special Enrollment Period rules must be 
followed precisely. However, if your group coverage is so good that it’s very 
unlikely you would use Part B, many higher income individuals and couples 
would decide to postpone enrollment in Part B because they don’t want to 
pay for it until they need it.

We worked with an executive who was over 65 and employed by a large 
pharmaceutical and medical supply company which provided very good 
medical benefits. He was advised by his human resources department that 
he and his wife should enroll in Medicare Parts A and B. They were at the 
highest level of income-indexed Part B premiums so were paying between 
$600.00 and $700.00 per month for the two of them for several years because 
their large group was primary and their coverage so good. According to the 
client, he had paid about $15,000.00 for Part B for his wife and himself over 
several years and had never used it.

This gentleman contacted us because he wanted to know if he could 
drop the Part B. 

We advised the couple that since they were both covered on a large group 
Plan through his active employment they didn’t need to be on Part B and 
would have a Special Enrollment Period on his retirement. We would advise 
almost anyone in this situation to keep their premium-free Medicare Part 
A as secondary to the group which he and his wife did. We also advised 
him about how punitive the Part B rules are so he could plan his retirement 
to ensure no gap in coverage—not a single day—and enroll in Part B to 
coincide with his retirement.
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STAYING ON PART B WITH LARGE GROUP COVERAGE
Some people are understandably anxious when they learn about the pre-
mium penalties associated with missing a Medicare Special Enrollment 
Period. As a result, some will choose to remain enrolled in Medicare Part 
B even if they have good group coverage and are unlikely to use their Part 
B coverage which would be secondary to the group. The important issue is 
to make an informed decision. Whether or not to maintain Part B coverage 
as secondary is a personal choice.

We worked with another gentleman who enrolled in Medicare Parts A, 
B and D who also had excellent active group coverage. In fact, he was the 
owner of his company of close to 100 employees. His insurance broker was 
very knowledgeable about the group health benefits but didn’t understand 
Medicare. We advised the owner of his right to opt out of Medicare Parts 
B and D but to keep his premium-free Part A and that he needed to plan 
for coverage without a gap and without premium penalties upon retirement. 

Every person who has active group coverage through a group of 20 or 
more employees needs to realize the group coverage is primary and enroll-
ing in Medicare Part B is optional. Whether or not to enroll depends on a 
variety of factors and personal preferences. Our plea is to do your homework 
and maintain a personal Coverage Plan. 

Ignorance Is Not Bliss

I’m partial to facts over “clues” about healthcare coverage. We have dealt 
with people who didn’t know whether they were enrolled in Medicare 
or which parts of Medicare, had signed on to a Medicare Advantage 
Plan without knowing they had, didn’t know anything about their 

secondary coverage, didn’t know if they had long term care coverage, etc., etc. 
At a certain age it’s important that both spouses and someone else—a 

younger relative or for our clients, a firm like ours, have information. We 
have dealt with adult daughters of our clients who have flown into town 
due to a parent’s illness and had no idea what their parent’s coverage was, 
who their doctors were, or what pharmacy they used. 

Every older individual or couple should have both a paper file and an 
electronic file that at a minimum includes:
•   Copies of insurance cards
•   Physician information
•   Hospital and pharmacy preferences
•   Living will and healthcare proxy documents

Sudden illness can strike at any time.  
Give another responsible adult your  

Medicare, other coverage information  
and list of doctors and prescription drugs. 
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Learning about healthcare coverage may not be fun but a lot of financial 
matters aren’t fun. The stakes are just too high for anyone to be uninformed. 

MEDICARE SUMMARY
Medicare is under enormous financial strain. Public policy approaches to 
Medicare are inherently contradictory because Medicare is an enormously 
cherished benefit to so many people on Medicare and yet most informed 
sources acknowledge the current system is unsustainable due to a variety of 
factors including the population bulge of baby-boomers being on Medicare 
rather than paying to support Medicare.

As a result, it’s more important than ever to understand when you need to 
enroll in Medicare. It should only be during the Initial Enrollment Period or 
a Special Enrollment Period—not the General Enrollment Period. Timely 
enrollment is critical in order to maintain proper coverage without a gap 
and to avoid Part B or Part D premium penalties. 

You also need to understand the various parts of Medicare and your 
options with respect to retiree medical, Medicare Supplements, Medicare 
Advantage Plans and Part D Prescription Drug Plans. And the environ-
ment is changing, and will continue to change, so work done this year can’t 
be relied on several years from now.
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A F T E RW O R D

Dear reader, if you’re still with me, I commend you. This is not 
easy material and even as I complete this work I am rather 
conflicted about it. I started graduate school in public health at 
Yale in 1976 and the healthcare field has been described as “in 

crisis” since my first day in the program. In 1977, I worked on a Yale Study 
Group Report which began:

The past decade has seen an unprecedented escalation of healthcare costs 
in the United States. All of the participants in the healthcare system—
consumers, providers, third party insurers, and the government—are 
interested in fashioning more rational health delivery mechanisms in 
the hopes of containing that escalation.1

Fast forward from 1977; not much has changed since 1977—except every-
thing costs much, much more.

On the one hand, our work at Healthcare Navigation is immensely sat-
isfying. We help people. On the other hand, I have spent my entire adult 
career in healthcare and have witnessed it becoming increasingly dysfunc-
tional in spite of all the good intentions and good work of so many people. 
Numerous times clients have told me that we saved their lives. Think about 

1 Yale University Study Group headed by Professor John D. Thompson  
submitted to Subcommittee on Oversight and Investigation,  
U.S. House of Representatives, May 1977 

that! Saving a life should be limited exclusively to doctors, other clinicians 
or emergency personnel. It is a great American tragedy that our healthcare 
system itself generates such stress.

This is not a book about policy. If anything, my concern about the current 
healthcare debate is so many believing that ACA, or any legislation for that 
matter, could be a panacea for all that is wrong with healthcare in the United 
States. We need more than what any legislation can do—greater emphasis 
on prevention, an anti-obesity movement akin to the anti-smoking move-
ment, personal responsibility for healthy behaviors, improved methods of 
coordinating medical services, a culture of mindfulness that precious medical 
resources are finite, and new ways of delivering high quality primary care 
services and managing chronic disease, to name but a few critical initiatives.

As far as policy is concerned, in the U.S. we’ve managed to limp along 
with our patchwork approach for decades and given the political polariza-
tion in our country about how best to move forward, we may continue on 
this dysfunctional course for some time. It is my great hope that with the 
information in this book you have become better educated and informed, 
that you have a greater understanding that healthcare coverage issues are 
complex and ever-changing, that you are more passionate about building a 
saner future for our children and their children, and that you are in a better 
position to protect all those you love. 

Please share this book with anyone this information might help. Thank 
you. 
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MORE INFORMATION ON COVERAGE OPTIONS

What is COBRA? As discussed previously, COBRA is a temporary extension 
of group coverage; premiums are paid by individuals. COBRA is the acronym 
for Consolidated Omnibus Budget Reconciliation Act of 1985.

When should you consider COBRA? As a temporary bridge between jobs, 
a transition to age 65 and Medicare eligibility, when you have pre-existing 
condition in a state where individual insurance is medically underwritten 
or when it’s a cheaper option than individual coverage in your state. 

What is private, individual coverage? Healthcare coverage for an individ-
ual, couple or family purchased privately. In most states, individual cover-
age is “medically underwritten” meaning the application is accompanied by 
a health questionnaire and coverage can be denied. 

In five states, New York, New Jersey, Maine, Massachusetts and, recently, 
Vermont, individual coverage is “guaranteed access” meaning you are entitled 
to the coverage as a state resident without respect to pre-existing conditions. 
In most guaranteed issue states, a pre-existing condition exclusion can be 
applied if you’ve had a gap in coverage of 63 days or more (HIPAA rule). 

When should you consider private, individual coverage? When you will 
likely qualify, be accepted by the insurer and the insurance is a less expensive 
option than your alternatives. If you are planning to move in the near future 
you should know that private, individual coverage is often tied to your state 
of residence so in insurance terms, it is probably not “portable.”

What is a State High Risk Pool? Thirty-four states have High Risk Pool 
Programs for individuals who have pre-existing conditions and won’t be 
accepted for private, individual coverage which is medically underwritten. 
These programs vary widely. Some state programs are limited to those who 
are “HIPAA-eligible,” (which is triggered by loss of group coverage). Some 
states require you to exhaust COBRA before applying for the High Risk 
Pool. Some programs require that you have a denial from a private insur-
ance company within a certain timeframe before applying. Some will allow 
you to enroll if you want to give up individual coverage that is worse than 
the coverage the High Risk Pool Program offers; others will not. Some 
have a waiting list. You need to understand your state’s requirements if 
state High Risk Pool insurance is a viable option for you.

When should you consider a State High Risk Pool? This is coverage of last 
resort. You usually enroll because you have no other options. In states where 
premiums are age-rated or based on age, High Risk Pool premiums can be 
quite expensive for older adults because premiums are based on an older and 
by definition, sicker, population. Insurance through a state High Risk Pool 
can be a much more affordable option for a younger adult.

What is the temporary federal Pre-existing Condition High Risk Pool? This 
is the temporary High Risk Pool Program established by the Affordable 
Care Act (ACA) legislation. The program should end in 2014 assuming 
ACA is implemented at which time all coverage would be issued without 
respect to pre-existing conditions. You have to have a pre-existing condi-
tion and have had no coverage for six months to qualify for this coverage in 
your state. Some states are running the program themselves; in other states 
the federal government is running the state program. 

When should you consider the temporary federal Pre-existing Condition High 
Risk Pool? If you are not eligible for any other coverage, have a pre-exist-
ing condition, and have been without coverage for six months, this may be 
your best option for coverage. You should compare this option with the state 
High Risk Pool if your state has both but often being without coverage for 
six months would make you ineligible for the state program or a pre-existing 
condition exclusion period might apply. It depends on the state.

What is conversion coverage? This is an option for coverage in a hand-
ful of states that do not maintain High Risk Pools and are not like states 
where all people can get individual coverage because of state residency. 
Conversion coverage is an option for those exhausting their COBRA. State 
programs differ. The carrier providing your coverage may have to extend 
conversion coverage, all major insurers in the state may have to provide 
conversion coverage, and in a couple of states the Blue Cross and Blue 
Shield Plan provides the conversion coverage.

On occasion but rarely, we will find someone who still has a conversion 
option unrelated to the above described HIPAA-mandated option. When 
such an option has been available, it has been an extremely expensive option. 
Conversion used to be common but in the current era where no one wants 
to assume risk, it’s fairly rare in the private insurance marketplace.
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When should you consider conversion coverage? Like state High Risk Pool 
Programs, this is usually coverage of last resort and typically you would 
apply only if you had no other options.

What is sole proprietor coverage? A type of group healthcare coverage avail-
able in many states to those who are self-employed and considered “a group 
of one.” The advantage of sole proprietor coverage is that, like group coverage 
it is not medically underwritten, so if you are eligible, it is provided without 
respect to pre-existing conditions. Unlike group coverage, there may be no 
COBRA right for the sole proprietor or dependents.

When should you consider sole proprietor coverage? Sole proprietor cover-
age can be an excellent option depending on the state, particularly if there’s a 
family member with a pre-existing condition. A sole proprietor may have a 
pre-existing condition which makes him or her unattractive as an applicant 
for private, individual coverage even if that person is still totally productive 
and functioning. If it’s an option, coverage through a group of two, i.e. two 
owners or an owner and employee, is preferable to sole proprietor coverage if 
there are dependents. Recall the problem Luci Watson had with no COBRA 
available after her husband’s death. Also, Medicare does not recognize sole 
proprietor coverage as group coverage so there is no Special Enrollment 
Period for those on this type of coverage.

What is Association coverage? Healthcare coverage for an individual but 
provided through a group that an individual belongs to like the Freelanc-
ers Union, the Authors Guild, The American College of Surgeons or the 
American Bar Association, for example. It is always advisable to know if an 
Association Plan falls under a state’s regulatory authority with appeal rights 
in case of dispute. There are some good options through an Association Plan 
but we have seen some very bad options as well.

When should you consider Association coverage? Depending on your state of 
residence and the product, Association coverage can be an excellent option 
if you are eligible. However, some Association coverage can be outrageously 
expensive and still not provide very good protection. A client came to us 
recently with Association coverage. Premiums were $20,000.00 per year for 
coverage that did not include a prescription drug benefit. He was eligible to 
enroll in the State High Risk Pool Plan which was expensive but far less than 
$20,000.00 per year and offered much more comprehensive coverage.

What is small group coverage? Small group coverage is insurance provided 
through a small business. The most important thing to know about small 
group coverage is that it can generally be a group as small as two people, two 
owners, an owner and an employee working the required hours, sometimes 
even just one covered person with the other owner or employee eligible but 
“waiving” the coverage because that person has coverage through another 
source. 

When should you consider small group coverage? Small group coverage can 
be an excellent option and should always be considered if it’s an option for 
you especially if it’s your business. The rates for a very small group can be 
higher than a larger group but it’s based on eligibility for coverage rather than 
on health status. We have worked with families who legitimately brought 
family members into ownership positions in a family business motivated by 
the ability to provide healthcare coverage. If you own a small business and 
can afford to pay for healthcare coverage through it, you have more control 
than many in today’s healthcare environment.

What is large group coverage? Large group insurance is typically offered by 
employers of 50 or more even though those are fairly small businesses. Large 
group coverage can be a fully insured product (see Concepts and Terms in 
Appendix) regulated by the state the company is in or a self-insured Plan 
regulated by the federal government and referred to as health and welfare 
programs. Large group includes union Plans, too.

When should you consider large group coverage? You almost always want to 
take advantage of large group coverage when you, a spouse, or children are 
eligible for it because in general, it is comprehensive coverage and often the 
employer is subsidizing the coverage not only for the worker but also depen-
dents. We have seen many clients maintain individual coverage in addition 
to their group coverage because they are anxious about losing their group 
coverage. That’s a personal decision but often unnecessary because of the 
protections that COBRA and HIPAA provide. 

What is Medicare? Medicare is coverage through the federal government. 
Most people are eligible at age 65 because they paid into Social Security 
as workers or were married the required period to someone who paid 
into Social Security long enough. You can also get Medicare through the 
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Railroad Retirement Board (RRB) if your Medicare payroll taxes went to 
the RRB.

When should you consider Medicare? With few exceptions, Medicare should 
be your primary coverage at age 65 unless you or your spouse work for a 
company of 20 or more people that offers group coverage.

How do you learn about healthcare coverage options?
COBRA: Employers are obligated to inform you of your COBRA rights 
when leaving a job or position. In the case of divorce, you are obligated to 
inform the employer of this “qualifying event” since only a spouse rather 
than a divorced spouse is eligible for coverage on the Plan. 

Private, health coverage in my state: A local broker, the website of an 
insurance company, or ehealthinsurance are common ways to learn about 
individual insurance where you live.

In New York, New Jersey, Maine, Massachusetts, and Vermont, go to 
the State Insurance Department website. In Massachusetts, also go to  
www.mahealthconnector.org and insurance company websites. 

High Risk Pool Program in my state: These High Risk Pool Programs 
have different names but there is usually information on your State Insur-
ance Department website that will lead you to the High Risk Pool Program 
website for information. You can also check www.statehealthfacts.org.

Temporary federal Pre-Existing Condition High Risk Pool: Your State 
Insurance Department website will usually lead you to the state Program 
website or just go to a search engine and enter your state and “Pre-existing 
Insurance Plan.”

Conversion coverage: There should be information on your State Insurance 
Department website or a link or go to a search engine and enter your state 
and “Conversion coverage” or go to www.statehealthfacts.org and search 
under your state.

Sole proprietor coverage: A reputable insurance broker is an excellent 
source of information about sole proprietor coverage. The state Insurance 
Department website also may be a good source of information. If you have 
difficulty you can always call your Insurance Department and ask for a 

health and life examiner and ask them the question and where to go for 
information.

Association coverage: Learning about good Association coverage options is 
more of a challenge. You should think of groups you belong to and inquire 
about whether obtaining health insurance through them is an option. You 
have to be very careful with Association coverage. Compare it side-by-
side with your other options. We have seen excellent Association coverage 
options and outrageous options—the awful combination of poor coverage 
and high premiums. 

Small group coverage: You can learn about small group coverage through 
private insurance brokers, insurance company representatives and websites, 
local business and industry associations, and sites like ehealthinsurance.com.

Large group coverage: You receive information from the group—the 
employer or union. Because the client is the group and not the individual, 
often you’ll receive a rather skeletal summary of choices if you’re lucky 
enough to have choices, during open enrollment which is often an on-line 
process with larger companies. To understand more about your current 
large group coverage, register on your insurance company website(s) to 
view the benefit and claim information available there. 

How to learn about Medicare: Read the Medicare Traps and Gaps portion 
of this book, consult the Medicare and You book published every year by 
CMS (Center for Medicare and Medicaid Services), go to www.medicare.
gov, call 1-800-MEDICARE, or go to www.aoa.gov (Administration on Aging). 

What other types of health insurance coverage are there?
There’s a staggering array of types of coverage available in the private mar-
ket and through various government sources. There are also products that 
are simply discounts from a network of providers. These often masquerade 
as insurance. Be careful. If you get a fax at the office touting some program 
or Plan that’s too good to be true, it probably is too good to be true. Call 
your state Insurance Department to find out if it’s legitimate. 

What follows is not an all-inclusive list by any means but identifies other 
common sources of coverage. 
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Mini-med Plans: These are limited benefit Plans typically provided by 
employers of lower income earners like restaurant chain employees. The 
coverage is typically not considered comprehensive enough to be “credit-
able” largely due to the limited benefits. The ACA seeks to eliminate these 
types of Plans although many have been granted grandfathered status for 
now. Sometimes an individual can purchase what’s called a Limited Benefit 
Plan as well. Such Plans are better than having no coverage at all but hav-
ing more comprehensive coverage is preferable.

Short-term insurance: Insurance which can be purchased on a month-to-
month basis as a bridge to other coverage. This type of coverage excludes 
pre-existing conditions and is not available in all states. 

Student health Plans: Coverage provided through a school to its students. 
The protection provided by Student Health Plans varies widely. Some Plans 
are very limited and would never be a good protection against serious illness. 
Student Health Plans should always be evaluated to understand how com-
prehensive the coverage is. If the Plan is limited, it may not be considered 
creditable which can leave you at risk for a new Plan imposing pre-existing 
condition exclusions.

Retiree coverage: Coverage provided through a former employer or union 
to those who have worked long enough to be eligible for the coverage. The 
value of retiree coverage varies widely. Sometimes it is subsidized and an 
extremely important benefit; at other times the retiree has better options 
depending on the circumstance. If the retiree opts out of retiree coverage, 
the retiree usually cannot get back on the Plan.

Travel coverage: Coverage which helps pay for medical expenses and/or 
medical evacuation when you are outside of your home country.

TYPES OF COVERAGE—GOVERNMENT SPONSORED
There are many types of government sponsored insurance. This is a brief 
list of major programs.

Medicare: A federal program providing hospital, medical and drug benefits 
to those 65 and over who have earned Medicare. Individuals who are totally 
disabled or have end-stage renal disease or Amyotrophic Lateral Sclerosis 
(ALS or Lou Gehrig’s disease), may also be eligible for Medicare.

Medicaid: A federal program for indigent and low income Americans to pro-
vide hospital, medical and drug benefits. The majority of those on Medicaid 
are poorer Americans who rely on Medicaid for medical services and those 
who live permanently in a nursing home and have exhausted their assets. 

State Children’s Health Insurance Program (SCHIP): A program which 
provides federal funds to the states to help cover uninsured children. Chil-
dren who may not qualify for Medicaid may qualify for SCHIP.

TRICARE: Retiree coverage for career military and their spouses.

Veterans Affairs coverage: Healthcare coverage provided to those who 
served in the military.



186 HEALTH INSURANCE: NAVIGATING TRAPS & GAPS  HEALTH INSURANCE: NAVIGATING TRAPS & GAPS 187

LAWS AND TERMS YOU SHOULD KNOW

Federal Laws
COBRA: The Consolidated Omnibus Budget Reconciliation Act of 1985, 
a federal law, intended to help workers and their families maintain cover-
age when facing a loss of coverage due to various types of transitions like 
job loss, reduction in hours worked, changing jobs, death, divorce, aging 
off a parent’s Plan, and other life events. Federal law applies to groups of 
20 or more employees. Many states extend similar benefits to employees of 
smaller companies through state laws referred to as “mini-COBRA.”

ERISA: Employee Retirement Income Security Act, a federal law, governs 
how larger self-insured employers manage their employee and retiree ben-
efits, including so-called health and welfare Plans and pensions. Many peo-
ple whose Plans are governed under ERISA don’t realize they may not have 
the ability in a dispute to appeal to their local State Insurance Department. 

HIPAA: The Health Insurance Portability and Accountability Act, a federal 
law, intended to protect workers and their families covered by group Plans 
by limiting pre-existing condition exclusions. This law also provides an indi-
vidual the right to purchase coverage in a state when he/she has exhausted 
COBRA coverage. 

PPACA: The Patient Protection and Affordable Care Act of 2010, federal 
legislation modeled on Massachusetts health reforms, intended to extend 
coverage to millions of additional Americans in 2014 through subsidies and 
by requiring almost all Americans to obtain coverage or pay a fine, referred to 
as the individual insurance mandate. Many states have sued the federal gov-
ernment over the mandate. The Supreme Court has agreed to consider the 
constitutionality of several provisions of ACA in 2012. This is a massive piece 
of legislation with provisions taking effect between 2010 and 2020. Under 
this legislation all states are to have “insurance exchanges” in place by 2014 
where all individuals can buy coverage on a “guaranteed issue” basis. 

Terms
Creditable coverage: Insurance which is considered comprehensive and thus 
maintained without a gap in coverage. It prevents a new group Plan from 
imposing pre-existing condition exclusions. Under HIPAA, Plans must pro-
vide a “Letter of Creditable Coverage” when group coverage is terminated.

Dependents: Members of one’s family or domestic partners entitled to the 
benefits of the coverage in place. An ex-spouse is NEVER an eligible depen-
dent but typically has a right to continued coverage through COBRA.

Eligibility: The term that defines who is legitimately entitled to the ben-
efits of the coverage whether individual, group or retiree. With individual 
coverage, this term usually applies to the applicant and applicant’s eligible 
dependents such as spouse and children. With individual coverage, state 
of residency is often an eligibility requirement. With group coverage, the 
employee or union member who works the required hours is eligible for 
coverage as are his/her spouse, children and, at times, domestic partner. 
Retiree medical coverage eligibility is typically based on length of service 
with a company or union and usually includes eligible spouses although 
not necessarily survivor benefits should the retiree predecease the spouse. 

Enrollment: The process for getting an eligible person onto an insurance 
Plan. 

Exclusion: Anything specifically excluded from coverage.

Fully insured healthcare coverage: Coverage where the insurer assumes 
the financial risk of the claims (as opposed to a self-insured product where 
a union or group may assume that risk). Individual and small group insur-
ance products are typically fully insured, regulated by the State’s Insurance 
Department and required to include state mandated benefits in their cov-
erage. State mandated benefits, explained on the next page, result from a 
special interest group, sometimes a patient advocacy group and sometimes 
a group of providers or suppliers, lobbying for legislation passed in their 
state to require insurers to cover a benefit. 



188 HEALTH INSURANCE: NAVIGATING TRAPS & GAPS  HEALTH INSURANCE: NAVIGATING TRAPS & GAPS 189

Guaranteed issue: Coverage one can apply for that is automatically issued 
if one is eligible for the coverage. This term describes individual coverage in 
those states that do not allow medical underwriting in the individual insur-
ance marketplace like New York, New Jersey, Maine, Massachusetts and 
Vermont, state High Risk Pool Programs (insurance for people who can’t 
qualify for individual insurance due to health), and some states conversion 
options under HIPAA. This term is used when discussing individual cov-
erage because coverage through an employer or union is guaranteed if the 
employer offers coverage and the employee elects it and works the required 
hours to be eligible. A good clue that individual coverage is “guaranteed issue” 
in the application, which often requires proving residency in your state. 

Mandates: Benefits mandated by a state often as a result of lobbying efforts 
either on the part of a patient group or provider group. Mental health ben-
efits are a good example of a mandate. There are numerous state mental 
health benefit mandates and there is also a federal health parity law which 
requires that insurers cover behavioral health services like medical services. 

Medical underwriting: Considering an applicant’s health in the approval 
process for individual insurance. In most states, individual insurance is 
medically underwritten and the insurer has the right to deny applicants 
with pre-existing conditions. Under ACA, medical underwriting would be 
discontinued in 2014 and all coverage would be provided on a “guaranteed 
issue” basis. 

Qualifying event: This term is used to describe a life transition that makes 
you eligible to enroll in coverage off-cycle from an Annual Enrollment Period 
because you are no longer eligible for your existing coverage. Qualifying 
events lead to enrollment rights for coverage or COBRA depending on the 
situation for both those who held the coverage as well as dependents. Quali-
fying events include turning 26, losing or quitting a job, divorce, a spouse’s 
retirement, and death of a spouse. Birth, marriage and at times domestic 
partner status make us eligible for coverage but these are not considered 
qualifying events as such.

Rider: A provision attached to a policy. Sometimes it’s an additional ben-
efit but it can also be a description of an exclusion.

Self-insured: Coverage provided by an employer or union in which the 
company or firm assumes the financial risk of claims to a given level and 
retains an insurer to process claims rather than assume risk. Unlike fully 
insured coverage, self-insured Plans are regulated under federal law which 
enables them to bypass state insurance mandates for certain benefits, giv-
ing them more discretion to decide which benefits they will offer to cov-
ered individuals.

Subscriber: The person who is the primary applicant for individual cover-
age, the eligible employee or union member for group coverage, or eligible 
retiree for retiree medical group coverage.

Waiting period: Aptly named, a length of time before a benefit will be 
honored.
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State High Risk Pool Rates–California State High Risk Pool Rates–Connecticut
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State High Risk Pool Rates–Illinois State High Risk Pool Rates–Illinois
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State High Risk Pool Rates–Texas State High Risk Pool Rates–Texas



196 HEALTH INSURANCE: NAVIGATING TRAPS & GAPS  HEALTH INSURANCE: NAVIGATING TRAPS & GAPS 197

����������������������������

�����������������������������������������


��	�����������������	�����������������������������������

��� ��� ����� ����� ���� ����
� ������ �����
������� 	����� ��������� ������� ������� ��	�	��� ���� ����

�������	��������	�

�����������������������������	�����������������������	������� 

����������������������	�������	�������
����	����������������������	 ������������	�

�����������������������	���	��� ���������������������

������

���

���

���������������������������	���������������	������������������	������
�������������������������������������������������������������������������������	������������

���������������	���

��������������

���

����������������������������������

��������������������������������������	����������������������������
��������������	��������������������	���������������������

��������

�������������������������������������

����������������������

�

������	�������

���

���������������

���

Medicare Part B Special Enrollment Form CMS-40B 
(Call Social Security to obtain original form)

From: Telephone No.

Social Security Administration

Employer’s Name and Address Date:

Employee’s Name:

Employee’s Social Security Number:

Claimant’s Name:

Claim Number:

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES FORM APPROVED
CENTERS FOR MEDICARE & MEDICAID SERVICES OMB NO.0938-0787 

REQUEST FOR EMPLOYMENT INFORMATION

FORM CMS-L564 (4-2000)

Dear Sir/Madam:

We need the following information regarding the above claimant. Please answer the questions below, sign and date this
letter and return it in the enclosed envelope.

You may call__________________________________________________ at the above telephone number if you have
any questions.

Sincerely,

Office Manager

1. Is (or was) the claimant  covered under an Employer Group Health Plan?

Yes _______ No _______

2. If yes, give the original date the coverage began.  ________________
(mm/yyyy)

3. Has the coverage ended? Yes _______ No _______

4. If yes, give the date the coverage ended.   _________________
(mm/yyyy)

5. When did the employee work for your company?

From  ________________ To  _________________ Still Employed  __________
(mm/dd/yyyy) (mm/dd/yyyy)

Signature and Title of Company Official Date Telephone Number

According to the Paperwork Reduction Act of 1995, no persons are required to respond to a collection of information unless it displays a valid OMB control number. The
valid OMB control number for this information is 0938-0787. The time required to complete this information collection is estimated to average 15 minutes per response,
including the time to review instructions, search existing data resources, gather the data needed, and complete and review the information collection. If you have any
comments concerning the accuracy of the time estimate(s) or suggestions for improving this form, please write to: CMS, 7500 Security Boulevard, N2-14-26, Baltimore,
Maryland 21244-1850.

Medicare Part B Special Enrollment Form CMS-L564 
(Call Social Security to obtain original form)
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Medicare Income-Related Monthly Adjusted Amount— 
Life Changing Event, SSA-44

Medicare Income-Related Monthly Adjusted Amount— 
Life Changing Event, SSA-44
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Medicare Income-Related Monthly Adjusted Amount— 
Life Changing Event, SSA-44
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Benefit Chart of Medicare Supplement Plans  
(Source: Connecticut Insurance Department)

Monthly Medicare Supplement Rates  
(Source: Connecticut Insurance Department)
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R E S O U R C E S

There are many resources—local, state and national—that provide assis-
tance to consumers who need information about health or healthcare cov-
erage matters. They include:
• Info-line for information on local resources 
•  Your community’s Area on Aging local agency (to find see  

www.aoa.gov, or call 800 677-1116 for information on local service  
for older Americans) 

• Local hospitals 
• State Insurance Department 
• State Medical Society 
• State Patient Advocacy or Attorney General’s Offices 
•  Disease Specific Support Groups such as the Cancer Society, 

Leukemia Society, etc. 
•  Insurance company, association and Medicare websites,  

www.medicare.gov 
• The Veterans Administration, www1.va.gov/health 
• National Patient Advocate Foundation, www.npaf,org, 202 347-8009

Also, anyone looking for information should conduct an internet search on 
specific topics to determine if other resources might be available. 
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A B O U T  T H E  AU T H O R

M AU R A LO U G H L I N  C AR L EY  is President and CEO of Healthcare 
Navigation LLC, a leading healthcare advocacy and consulting firm. 

She founded Healthcare Navigation, LLC in 1999, as a result of a pas-
sionate belief that consumers and patients deserve professional guidance 
in dealing with an increasingly complex and adversarial healthcare world. 
Her company is known for fabulously talented colleagues and staff. It does 
not sell insurance. 

Carley started her healthcare career by chance. As a college student in San 
Francisco, she provided clerical support to Wanda Jones and the Healthcare 
Organization and Management Group, a consulting firm. As a graduate 
student at Yale, she returned to the HOM Group one summer as an admin-
istrative resident. 

She studied Public Health and Hospital Administration at Yale University 
and received a Masters in Public Health in 1978. Her professional career 
began at Yale-New Haven Hospital where she gained first-hand knowledge 
about the special issues of university teaching hospitals. 

Later she accepted a position at Stamford Hospital, a community teaching 
hospital where she had line responsibility for many hospital departments, 
worked with outstanding people, and learned how hospitals operate. 

Carley made a major career change in the late 1980s and gained experi-
ence on the insurance side of the healthcare business, first with a Blue Cross 
Blue Shield-owned staff model Health Maintenance Organization and later 
with Kaiser Permanente, one of the oldest and largest group model Health 

Maintenance Organizations. These organizations are both providers and 
insurers of healthcare services. 

When Kaiser moved her job to a new geographic location, she chose the 
“package” instead (and faced her own coverage transition). Before starting 
Healthcare Navigation, she worked as an executive with a physician practice 
management company in New York. In that position, a large medical billing 
department reported up to her and she had a very intensive introduction 
to the world of diagnostic and procedural coding, insurance exclusions, the 
complexity of medical billing and the many things that can go wrong so 
that a claim is not paid.

Carley has worked on “every side of the fence.” She understands the pres-
sure that doctors and hospitals are under to maximize revenue and the 
pressure on insurers. While at Kaiser Permanente, she vividly remembers 
representatives of large employer groups insisting on “no premium increases” 
which meant redoubling efforts to reduce hospital and other expenses. For 
now she prefers advocating on behalf of clients. 

She is a fellow in the American College of Healthcare Executives and a 
Certified Insurance Consultant. 

“I am extremely fortunate to have had a diverse healthcare career at exec-
utive levels and also blessed by having worked with informed, dedicated 
people. You know who you are and I thank you all. 

I’ve had the opportunity to speak on healthcare topics at programs across 
the United States and Canada including television and radio appearances, 
national webinar broadcasts, conferences, and meetings. 

Most important, we have helped clients across the United States and 
some outside the United States. Our experiences with our clients enabled 
me to write this book. I thank them all.”




