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This document will provide you with a deeper 
understanding of Medicare Supplement Policies, 
often referred to as Medigap plans. This document 
discusses what Medigap plans do and do not cover, 
how plans are typically structured, how plans are 
priced, when you can enroll, and alternatives to 
Medigap plans. 

 

 

MEDICARE SUPPLEMENT POLICIES 

Medicare Supplement Policies, often referred to as “Medigap” plans, are additional policies that may be purchased after 
a person has signed up for Parts A and B (original Medicare) and pays the Part B premium.  Medicare Supplement 
Policies do not cover prescription drugs, so that coverage must be purchased separately—usually through Medicare 
Part D.  The intent behind these policies is to cover deductibles, co-insurance, copayments and other out-of-pocket 
expenses that original Medicare does not cover, along with effectively creating an out-of-pocket maximum on covered 
healthcare expenses.  The extent to which these uncovered expenses are covered by a Medigap plan will depend on 
the coverage that is chosen.  Medigap plans are issued by private insurance companies.  The plans are standardized, 
but premiums vary widely from region to region and insurance company to insurance company.  Understanding how 
Medicare Supplement policies fit in to your overall health insurance plan in retirement is a critical step in ensuring you 
choose the right plan. 

 

WHAT DO MEDICARE SUPPLEMENT POLICIES COVER? 

Every Medicare Supplement Policy must follow federal and state laws designed to protect consumers.  Therefore, 
insurance companies can only sell “standardized” Medigap policies.  Most states identify these plans with letters A 
through N.  In Massachusetts, Minnesota, and Wisconsin, plans are structured differently and are not referred to by their 
letter designations. 

For example, if an individual wishes to purchase Plan F in the state they live in, all of the insurance companies that offer 
the plan must cover the same services at the same levels.  However, they are not required to charge the same 
premium. 

The chart1 on the following page shows basic information about the different benefits that Medigap policies cover.  For 
the boxes that display a percentage, the Medigap plan covers that percentage of the benefit, while the insured will be 
responsible for paying the remaining cost. 

 

                                                      

1 Source:  2019 Choosing a Medigap Policy:  A Guide to Health Insurance for People with Medicare 
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Benefits 

Medicare Supplement Insurance (Medigap) Plans 

A B C D F* G K L M N 

Part A coinsurance and 
hospital costs (up to an 
additional 365 days after 
Medicare benefits are used) 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 

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

Blood (first 3 pints) 100% 100% 100% 100% 100% 100% 50% 75% 100% 100% 

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

Skilled nursing facility care 
coinsurance   100% 100% 100% 100% 50% 75% 100% 100% 

Part A deductible  100% 100% 100% 100% 100% 50% 75% 50% 100% 

Part B deductible   100%  100%      

Part B excess charges     100% 100%     

Foreign travel emergency 
(up to plan limits)   80% 80% 80% 80%   80% 80% 

Out of pocket limit in 2017**       $5,560 $2,780   

Plans E, H, I and J are no longer sold, but if you already have one, you can typically keep it. 

*   Plan F also offers a high-deductible plan in some states.  If you choose this option, this means you must pay for 
Medicare-covered costs (coinsurance, copayments, deductibles) up to the deductible amount before your policy pays 
anything.  The 2019 deductible is $2,300. 

**  For Plans K and L, after you  meet your out-of-pocket yearly limit and your yearly Part B deductible, the Medigap 
plan pays 100% of covered services for the rest of the calendar year. 

*** Plan N pays 100% of the Part B coinsurance, except for a copayment of up to $20 for some office visits and up to a 
$50 copayment for emergency room visits that don’t result in an inpatient admission. 

Starting January 1, 2020, Medigap plans sold to new people with Medicare won’t be allowed to cover the Part B 
deductible. Because of this, Plans C and F will no longer be available to people new to Medicare starting on January 1, 
2020. If you already have either of these 2 plans (or the high deductible version of Plan F) or are covered by one of 
these plans before January 1, 2020, you’ll be able to keep your plan. If you were eligible for Medicare before January 1, 
2020, but not yet enrolled, you may be able to buy one of these plans. 

The above table provides an overview of what each type of plan must cover as part of the “standardized” 
Medigap policies.  Before purchasing a plan, the policy should be thoroughly reviewed so that the coverage 
and costs of the policy are understood. 



Medicare Supplement Plans, continued.  

 

 

Robert W. Baird & Co. Incorporated Page 3 of 7 

 

HOW A SUPPLEMENT CAN HELP WITH ITEMS MEDICARE DOES NOT COVER 

Medicare is not designed to cover everything.  Some services that are not covered by Parts A and B include: 

• Long-term care 

• Routine dental care and dentures 

• Eye exams 

• Cosmetic surgery 

• Hearing aids and exams for fitting hearing aids 

• Care delivered outside of the US (with some exceptions) 

 

While the above list focuses on certain services that are not covered, there are also costs of covered services that 
original Medicare does not pay.  Medigap policies are designed to cover many of these uncovered costs.  The most 
significant out-of-pocket costs an individual is liable for under original Medicare that can be covered by a Medigap policy 
are: 

• Part A deductibles and co-insurance for hospital stays and/or skilled nursing care 

• Part B deductibles and co-insurance 

 

The extent to which the above services are covered will depend on the type of Medicare Supplement policy that is 
chosen. 

The percent of the above costs that are covered will depend on the policy purchased.  In Massachusetts, Minnesota, 
and Wisconsin, policies may also cover other services not normally covered by original Medicare.  Covered services will 
vary by policy and it will be up to each individual to determine if the coverage is needed and the cost for the coverage is 
appropriate. 

 

Certain Medicare Supplement Policies also cover Part B excess charges.  Excess charges refer to costs that a doctor 
can charge a patient above and beyond the “Medicare-approved” cost for a procedure or service.  Excess costs cannot 
exceed 15% of the Medicare-approved amount.  There are essentially three types of arrangements that a medical 
provider and patient can enter in to2: (table on pg. 4) 

  

                                                      

2 Source:  American Medical Association’s Know Your Options:  Medicare Participation Guide 
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Payment 
Arrangement 

Medicare Status 

Example:  A service for which Medicare fee schedule amount is $100 

Total payment rate 
Amount Paid by 

Medicare 
Amount Paid by Patient or 
supplemental insurance 

Participating 
(PAR) 

Accepts Medicare 
Assignment 

100% Medicare fee schedule = 
$100 

$80 (80% co-
insurance amount) 

$20 (20% co-insurance amount) 

Non-
participating 
(non-PAR) 

No formal agreement to 
accept Medicare assignment, 
but can still choose to accept 
assignment for individual 
services. 

• Assigned Claim = 95% 
Medicare fee schedule = 
$95 

• Unassigned Claim = Limiting 
charge of 115% of 95% 
(109.25%) Medicare fee 
schedule = $109.25 

• Assigned Claim 
= $76 (80% co-
insurance 
amount) 

• Unassigned 
Claim = $0 

• Assigned claim = $19 (20% co-
insurance amount) 

• Unassigned Claim = $76 (80% paid 
by carrier to patient) + $19 (20% paid 
by patient or supplemental insurance) 
+ $14.25 (remaining balance; may be 
covered by supplement) = $109.25 

Private 
contracting 

Does not accept Medicare.  
Services are provided through 
a private contract written 
between a patient and a 
particular provider 

$100 $0 $100 

COSTS OF A MEDICARE SUPPLEMENT POLICY 

While Medicare Supplement policies are standardized, the prices of the policies offered can vary considerably.  Each 
insurance company that offers supplement plans will decide how it will set the price for each policy it offers.  Depending 
on the policy that is chosen, costs can be paid through monthly premiums, deductibles, co-pays, or co-insurance.  
Premiums can be assessed in one of three ways3. 
 
Type of 
Pricing 

How it’s Priced What this pricing may 
mean for you 

Examples 

Community-
rated (also 
called “no-
age-rated”) 

Generally the same 
monthly premium is 
charged to everyone 
who has the Medigap 
policy, regardless of 
age.  

Your premium isn’t based on 
your age. Premiums may go 
up because inflation and other 
factors.  

 Mr. Smith is 65. He buys a Medigap policy and pays a $165 monthly premium. 
 Mrs. Perez is 72. She buys the same Medigap policy. She also pays a $165 

monthly premium because with this type of Medigap pricing, everyone pays the 
same price regardless of age. 

Issue-age-
rated (also 
called 
“entry age-
rated”) 

The premium is 
based on the age you 
are when you buy 
(are “issued”) the 
Medigap policy.  

Premiums are lower for people 
who buy at a younger age and 
won’t change as you get older. 
Premiums may go up because 
of inflation and other factors 
but not because of your age.  

 Mr. Han is 65. He buys a Medigap policy and pays a $145 monthly premium. 
 Mrs. Wright is 72. She buys the same Medigap policy. Since she is older when 

she buys it, her monthly premium is $175. 

Attained-
age-rated 

The premium is 
based on your current 
age (the age you’ve 
“attained”), so your 
premium goes up as 
you get older.  

Premiums are low for younger 
buyers but go up as you get 
older. They may be the least 
expensive at first, but they can 
eventually become the most 
expensive. Premiums may 
also go up because of inflation 
and other factors.  

 Mrs. Anderson is 65. She buys a Medigap policy and pays a $120 monthly 
premium. Her premium will go up each year. 

o Age 66: $126 
o Age 67:  $132 

 Mr. Dodd is 72. He buys the same Medigap policy as Mrs. Anderson. He pays a 
$165 monthly premium. His premium is higher than Mrs. Anderson’s because it’s 
based on his current age. Mr. Dodd’s premium will go up each year. 

o Age 73: $171 
o Age 74: $177 

                                                      

3 Source:  Choosing a Medigap Policy:  A Guide to Health Insurance for People with Medicare 
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Choosing the appropriate policy will come down to, in part, how much coverage you want compared to how much that 
coverage will cost you.  Plan F is the most comprehensive and most popular plan, but it is also the most expensive.  
The plan is also offered as a high deductible plan, which greatly lowers the monthly premium, but contains a deductible 
that must be met before the policy will provide any coverage. 

 

ENROLLMENT 

You must enroll in a Medicare Supplement policy when you are first eligible to do so.  If you neglect to enroll in a timely 
fashion, companies that sell Medigap policies can charge you more based on your health status (rate the policy) or they 
can refuse to issue coverage altogether.  These problems can be avoided by enrolling in a Medicare Supplement policy 
during the Medigap Open Enrollment period. 

The Medigap Open Enrollment period begins the month you are both 65 and are covered by Part B.  The open 
enrollment period lasts for six months.  By enrolling in this window, you have guaranteed issue rights.  This means that 
you must be issued a policy, the company cannot use medical underwriting to potentially charge you more, and pre-
existing conditions cannot be excluded as long as you have had continuous creditable coverage for the prior 63 days. 

For most individuals, the Medigap Open Enrollment period coincides with your Medicare initial enrollment period.  First, 
you must enroll in Parts A & B, enroll in a Part D plan if you want prescription drug coverage, and enroll in a Medigap 
plan.  You will typically want to enroll in the three month window prior to the month you turn 65 (unless you will qualify 
for a special enrollment period).  If that is accomplished, coverage from all parts will start at the beginning of the month 
that you turn 65.  You are required to be enrolled in Parts A & B in order to be eligible to purchase a Medigap plan. 

For those that will continue to be covered by an employer plan with 20 or more employees beyond age 65 and do not 
enroll in Part B, your Medigap open enrollment period will be later.  Because you will qualify for a special enrollment 
period, your open enrollment period will not start until you enroll in Part B, which will typically occur right before your 
employer coverage ends.  To avoid a gap in coverage, a request can be made to make the Medigap policy’s effective 
date occur on the same date as your other Medicare benefits.  Enrollment in Part B triggers the six-month clock on the 
Medigap Open Enrollment Period.  While you are able to enroll after your employer coverage lapses (assuming 
enrollment occurs within 6 months of enrolling in Part B), you may end up with a gap in your health insurance coverage 
until your Medigap policy coverage begins. 

 

CHOOSING THE PROPER SUPPLEMENT PLAN 

Choosing the Medicare Supplement Plan that best meets your needs can be a daunting task if you try to do it on your 
own.  Knowing what resources are available to you and where to find help can make the process much easier.  As with 
most health insurance plans, selecting the right plan comes down to how much coverage you need versus how much 
you are willing to pay for that coverage.  Factors to consider include 1) costs, such as premiums, co-pays, deductibles, 
coinsurance, and other out-of-pocket maximums, 2) benefits, or what services are covered by the plan, and 3) the 
network of healthcare providers (hospitals, doctors, specialists, pharmacies, and other health care providers) that will 
accept the chosen plan.  The proper plan will consider both current and future health needs. 

To help you evaluate these factors on a per-plan basis and ultimately choose the plan that is right for you, there are 
numerous resources available.  Some of the most popular and helpful resources include: 

• Medicare Supplement Plan Finder – By clicking on “Find a Medigap Plan” at www.medicare.gov and 
answering a few basic questions, you can get a summary of the plans available in your area, including 
estimated costs for key services.  You can then click on a particular plan and get more details, including a direct 
link to the plan on the insurance company’s website that is selling that particular plan. 
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• Choosing a Medigap Policy – This piece is published by the Centers for Medicare & Medicaid Services and 
the National Association of Insurance Commissioners.  The guide is intended to help people with Medicare 
understand Medicare Supplement policies and is a “must read” for individuals that plan to purchase a Medigap 
policy.  It is available at www.medicare.gov. 

• State Health Insurance Assistance Programs (SHIP) – SHIP can help you with questions regarding buying a 
Medigap policy, dealing with payment denials or appeals, understanding your Medicare rights and protections, 
choosing a Medicare plan, deciding whether to suspend your Medigap policy, or answer questions about 
Medicare bills.  Many state’s SHIPs offer some type of Medigap rate comparison shopping guide for their state, 
which usually lists companies that sell policies in their state and the basic costs of the policy. 

• Insurance Company/Insurance Agent – Because Medicare Supplement policies are purchased directly 
through an insurance company, you can seek guidance from an agent at the insurance company selling that 
particular plan or an independent insurance agent that is able to sell health insurance policies.  Your Baird 
Financial Advisor can also help you find an expert that will understand your healthcare needs and help you 
select an appropriate Medigap plan. 

 

ALTERNATIVES TO MEDICARE SUPPLEMENT POLICIES  

While Medicare Supplement policies are specifically designed to coordinate with Original Medicare and cover some or 
all of the out-of-pocket expenses a Medicare enrollee may incur, there are other options available that could be used in 
place of a Medicare Supplement policy.  Some of those options include: 

• Medicare Advantage (MA) Plans – Medicare Advantage plans are a single plan which bundle the various 
parts of Medicare together.  You must be enrolled in Part A and Part B (and pay the Part B premium) before 
you can purchase a MA plan.  The plan will pay for all Medicare-covered services.  Most MA plans also include 
prescription drug coverage.  If the plan you choose does not, you would need to purchase drug coverage 
separately, typically through Part D.  Additionally, MA plans will often offer coverage beyond what original 
Medicare offers, such as coverage for dental and vision. 

• Employer Health Plans – If you work beyond age 65, your employer plan may continue to provide coverage.  
You should always contact your employer’s plan administrator prior to reaching age 65 to understand 
what your options are regarding coverage and what your plan requires regarding Medicare enrollment.  
Requirements may be different for the employee when compared to a spouse covered under the same plan. 

o Employer has 20 or more employees (large employer):  In this situation, the employer’s plan would 
pay claims first, and Medicare would be secondary.  Employees in this situation have the option of 
deciding to continue coverage through their employer, leaving their employer plan and enrolling in 
Medicare, or keeping their employer plan and enrolling in Medicare Part A and/or Part B.  If you 
determine that your employer plan is your best choice for coverage, you may still want to enroll in 
Part A.  For the vast majority of people, there is no monthly premium for Part A, and if you are 
admitted to the hospital, Part A could provide coverage beyond what your employer plan offers.  If 
your employer plan is a high deductible plan with a Health Savings Account (HSA), you may not want 
to enroll in any part of Medicare if you wish to continue making contributions to your HSA, as you or 
your employer will no longer be able to make contributions to your HSA.  If you are working for a large 
employer, you will likely qualify for a Special Enrollment Period, which would allow you to stay on your 
employer’s coverage until it ends, not be required to enroll in Medicare unless you want/need the 
coverage sooner, and not pay a late enrollment premium penalty.  Just because you work for a large 
employer does not mean you are required to receive coverage through their plan.  You may enroll in 
Medicare if it provides you with more desirable coverage. 
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o Employer has less than 20 employees (small employer):  In this situation, Medicare would serve as 
your primary coverage and the employer plan would be secondary if the company has less than 20 
employees (small employer).  Because Medicare provides primary coverage in this case, enrollment 
in Medicare is almost always required.  Small employer plans can voluntarily offer to be an 
employee’s primary coverage, but there are no guarantees that they would continue to do so and are 
not obligated to do so.  Your employer plan could serve as supplemental coverage if you like the plan, 
and under most circumstances, you would qualify for guaranteed issue rights to purchase a Medicare 
Supplement Plan later on.  Some employers will even offer a different plan for employees that reach 
age 65, which is structured as a Medicare Supplement Plan, rather than comprehensive medical 
coverage. 

• Retiree Medical Plans – Some employers may offer their employees medical coverage after they retire.  Many 
retiree plans are designed to coordinate with Medicare and essentially serve as the Medicare Supplement 
policy.  Consulting with the plan administrator to understand how the plan coordinates with Medicare can help 
you determine whether it is the best option for you.  Be sure to factor in all of the out-of-pocket costs associated 
with the retiree plan versus other supplement plans available through private insurers. 

• Other Private Insurance Plans – While anyone that is age 65 or older is eligible for Medicare, you are not 
required to enroll in the plan.  If you have access or wish to purchase a plan outside of Medicare or in lieu of a 
Medicare Supplement plan, you are allowed to do that.  Individual policies can be extremely expensive and the 
insurance company is not required to even offer a policy, so this is typically an expensive option for most 
people, unless they have access to a special, subsidized plan.  These plans are usually offered by unions, 
trade groups, or other similar entities that offer benefits to members.  They are becoming less and less 
common as time goes on. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Baird does not offer tax or legal advice.  Please consult your tax professional or attorney to discuss your individual situation. 


