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Brain Teaser of the Month: What is the only seven-letter word to use all five vowels and Q?

Answer on Page 4

With a dizzying array of plans to choose from, multiple enroliment periods, and potential penalties,
Medicare may be one of the most complex and confusing systems to navigate. Among the myriad
decisions that Medicare enrollees are faced with is the choice between original Medicare and Medicare
Advantage plans. This decision can have implications for years into the future in terms of premium
payments, out-of-pocket costs and coverage.

Medicare Overview;:

Let’s start with a basic overview of the components of Medicare:

- Medicare Part A (Hospital Insurance) — covers hospital stays, skilled nursing facility care, hospice
care and home health care. Most people do not pay a premium for Part A.

- Medicare Part B (Medical Insurance) — covers doctor’s visits, out-patient care, preventive services,
some home health care, and medical equipment such as wheelchairs. Part B does have a monthly
premium that includes a standard cost and may go higher based on income thresholds that trigger
an Income Related Monthly Adjustment.

- Medicare Part D (Drug Coverage) — helps to cover the costs of prescription drugs. Monthly
premiums for part D vary from plan to plan and may also include an additional Income Related
Monthly Adjustment.

In addition to the premiums for Parts B and D, there are also annual deductibles and co-insurance
requirements. For these reasons, the out-of-pocket costs can quickly build.

Medigap2:

To help offset the out-of-pocket costs, Medicare Supplemental Insurance, aka Medigap, may be

purchased. These supplemental polices are offered by private insurers and help cover original Medicare
costs such as deductibles, copayments and coinsurance. There are several different standardized plans
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available (from A-N), however each plan level must offer the same coverage, making it easy to compare
costs across various providers.

Original Medicare comprises Parts A and B with the optional add-ons of Part D and Medigap.

Medicare Advantagess:

An alternative to enrolling in each of these separate plans is to select a Medicare Advantage plan, often
referred to as Part C. Medicare Advantage is offered through private insurance companies and provides
options that bundle Parts A, B, D and supplemental coverage in one plan. These plans have their own
monthly premium in addition to the Part B premium as well as co-pays and deductibles.

Medicare Advantage plans arrived on the scene in 1997 as an alternative to original Medicare + Medigap to
provide an all-in-one option. These plans are built on the Health Maintenance Organization (HMO) or
Preferred Provider Organization (PPO) models for insurance that became more ubiquitous in the 1980s
and 90s. This leads to one of the big differences between original Medicare and Medicare Advantage
plans. Medicare Advantage plans require the use of in-network doctors and facilities while original
Medicare can be used by any doctor or hospital in the U.S. that accepts Medicare. Additionally, with
Medicare Advantage, a referral may be needed to see a specialist, and if care is received outside the
network, the plan may not cover it.

The monthly premium with Medicare Advantage may be lower than original Medicare + Medigap policies as
a result of requiring in-network care. However, if doctors or specialists are needed outside of the network,
the out-of-pocket costs could be higher.

On top of a more streamlined policy, Medicare Advantage plans have become popular because they often
cover additional services such as vision, dental and hearing that are not covered under original Medicare.
Some of these plans even include additional benefits such as transportation to doctor appointments, home
modifications for accessibility and meal delivery. Congress has not yet approved any of these additional
benefits for original Medicare.

Considerationsss:

So how do you choose between these two main options for Medicare coverage? On the surface it seems
that Medicare Advantage would be a simpler option with potentially more coverage benefits. However,
depending on your health history and lifestyle, original Medicare/Medigap may provide more flexibility and
options in terms of care.

Below is a list of key considerations as you weigh your options:
- Original Medicare can be used at any doctor or hospital in the U.S. that accepts Medicare. This

may be the better option for people who need treatment for a more serious condition and may want
access to more doctors and specialists.

September 2023 Planning Desk — Key Considerations for Medicare Enroliment

2



Morgan Stanley

- Medicare Advantage require the use of the plan’s in-network doctors. These plans may charge
more or not cover at all for services obtained outside the network. When considering these plans,
be sure to check that your doctors and preferred hospital are all included in-network or there are
options that are in-network that are acceptable.

- Original Medicare plans are portable and may be a better option for retirees who travel or have
homes in more than one location/state.

- Medicare Advantage plans generally have a lower monthly premium with higher potential out of
pocket costs particularly for care received out of network. Additionally, they have a cap on total
out-of-pocket costs) per year where original Medicare does not have a cap.

Although it is possible to change from Medicare Advantage to Medigap and vice versa, it may not always
be a seamless transition. For example, Medigap open enrollment is a 6-month period that begins the first
month you are enrolled in Part B and you are 65 or older. During this time, you cannot be denied coverage
for pre-existing conditions. Outside of this enrollment window, you may be declined coverage due to
medical underwriting. This is true even if you are switching from one Medigap plan to another or if you are
switching from a Medicare Advantage plan to a Medigap plan more than 1 year after your initial enroliment.
It may be costly or even impossible to make a change in the future if your health changes. For these
reasons, it is important to research your options and understand the differences in the coverage and
benefits you will receive as well as the expenses you will incur under the different plans.

More information can be found below. To speak with someone to review your individual situation contact:

O Talk to Someone | Contact Medicare | Medicare
O Home | State Health Insurance Assistance Programs (shiphelp.orq)
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Disclaimers:

This material has been prepared for informational purposes only. The information and data in the article has been obtained from sources
outside of Morgan Stanley. Morgan Stanley makes no representations or guarantees as to the accuracy or completeness of the information
or data from sources outside of Morgan Stanley. It does not provide individually tailored investment advice and has been prepared without
regard to the individual financial circumstances and objectives of persons who receive it. The strategies and/or investments discussed in this
article may not be appropriate for all investors. Morgan Stanley recommends that investors independently evaluate particular investments
and strategies, and encourages investors to seek the advice of a Financial Advisor. The appropriateness of a particular investment or
strategy will depend on an investor’s individual circumstances and objectives.

Morgan Stanley Smith Barney LLC (“Morgan Stanley”), its affiliates and Morgan Stanley Financial Advisors or Private Wealth Advisors do not
provide tax or legal advice. Clients should consult their tax advisor for matters involving taxation and tax planning and their attorney for
matters involving trust and estate planning and other legal matters.

This communication contains links to third party websites that are not affiliated with Morgan Stanley. These links are provided only as a
convenience. The inclusion of any link is not and does not imply an affiliation, sponsorship, endorsement, approval, investigation, verification
or monitoring by Morgan Stanley of any information contained in any third party website. In no event shall Morgan Stanley be responsible for
the information contained on that site or your use of or inability to use such site. Furthermore, no information contained in the site constitutes
a recommendation by Morgan Stanley to buy, sell, or hold any security, financial product, particular account or instrument discussed therein.
You should also be aware that the terms and conditions of such site and the site's privacy policy may be different from those applicable to
your use of any Morgan Stanley website.

Morgan Stanley Smith Barney LLC. Member SIPC.
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