
 

Cliff's Notes 
Volume 16 | Issue 2 

 

Medicare and Medicaid: What's the Difference? 
CMR Financial Advisors 
Clifford Robello, CFP® 
700 Bishop St Suite 1902 
Honolulu, HI 96813 
808-537-2912 
cliff@cmrfa.com 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
2nd Quarter April 2017 

Medicare and Medicaid: What’s the 
Difference? 

Converting Retirement Savings to 
Retirement Income 

Charity of the Quarter: Beyond the 4 
Walls 

What happen at CMR…

 

It's easy to confuse 
Medicare and Medicaid, 
particularly since they're 
both government programs 
that pay for health care. But 
there are important 
differences between each 
program. Medicare is 

generally for older people, while Medicaid is for 
people with limited income and resources. 

What is Medicare? 

Medicare is a federal health insurance program 
that was enacted into law to provide reasonably 
priced health insurance for retired individuals, 
regardless of their medical condition, and for 
certain disabled individuals, regardless of age. 
It is managed by the Centers for Medicare & 
Medicaid Services, a division of the U.S. 
Department of Health and Human Services. 

What is Medicaid? 

Medicaid is a health insurance program that is 
jointly administered by state and federal 
governments. Medicaid serves financially 
needy individuals who are also elderly, 
disabled, blind, or parents of minor children. 

Who is eligible for Medicare? 

Most people become eligible for Medicare upon 
reaching age 65. In addition, Medicare 
coverage may be available for disabled 
individuals and people with end-stage renal 
disease. 

Who is eligible for Medicaid? 

States set their own Medicaid eligibility 
standards within broad federal guidelines. 
However, federal law requires states to cover 
certain groups of individuals. Low-income 
families, qualified pregnant women and 
children, and individuals receiving 
Supplemental Security Income (SSI) are 
examples of mandatory eligibility groups. In 
addition, a financial eligibility requirement must 
be met. The individual must be financially 
needy, which is determined by income and 
asset limitation tests. 

What does Medicare cover? 

Currently, Medicare consists of four parts: 

 

Medicare Part A, generally called "hospital 
insurance," helps cover services associated 
with inpatient care in a hospital, skilled nursing 
facility, or psychiatric hospital. Medicare Part B, 
generally called "medical insurance," helps 
cover other medical care such as physician 
services, ambulance service, lab tests, and 
physical therapy. Medicare Advantage (Part C) 
enables Medicare beneficiaries to receive 
health care through managed care plans such 
as health maintenance organizations (HMOs), 
preferred provider organizations (PPOs), and 
others. Medicare Part D helps cover the costs 
of prescription drugs. 

What does Medicaid cover? 

Each state administers its own Medicaid 
program within broad federal guidelines. Thus, 
the states determine the amount, duration, and 
types of benefits that Medicaid will provide. 
Typical Medicaid programs cover inpatient and 
outpatient hospital services, physician and 
surgical services, lab tests and X rays, family 
planning services, and services for pregnant 
women. There are also numerous optional 
benefits that states may choose to provide for 
Medicaid recipients. 

What about long-term care? 

Most long-term care isn't medical care, but 
rather help with basic personal tasks of 
everyday life, called custodial care. Medicare 
does not pay for custodial care. However, 
Medicare may pay for skilled care (e.g., 
nursing, physical therapy) provided in a 
Medicare-certified nursing facility for up to 100 
days. In addition to skilled nursing facility 
services, Medicare also may pay for part-time 
skilled nursing care, physical therapy, medical 
social services, and some medical supplies 
such as wheelchairs and hospital beds. 

The states have considerable leeway in 
determining benefits offered and services 
provided by their respective Medicaid 
programs. Generally, if you meet your state's 
eligibility requirements, Medicaid will cover 
nursing home services, home and 
community-based services, and personal care 
services. 
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Converting Retirement Savings to Retirement Income 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

Regardless of which path 
you choose with your 
retirement accounts, keep in 
mind that generally, you'll 
be required to begin taking 
minimum distributions from 
employer-sponsored plans 
and traditional IRAs in the 
year you reach age 70½; 
you can delay your first 
distribution as late as April 
1 of the following year. 

Taxable distributions from 
traditional 
employer-sponsored plans 
and IRAs prior to age 59½ 
may be subject to a 10% 
penalty tax, unless an 
exception applies. 

Different rules apply to Roth 
accounts. For information 
on how Roth accounts may 
fit into your retirement 
income picture, talk to a 
financial professional. 

 

You've been saving diligently for years, and 
now it's time to think about how to convert the 
money in your traditional 401(k)s (or similar 
workplace savings plans) into retirement 
income. But hold on, not so fast. You may need 
to take a few steps first. 

Evaluate your needs 

If you haven't done so, estimate how much 
income you'll need to meet your desired 
lifestyle in retirement. Conventional wisdom 
says to plan on needing 70% to 100% of your 
annual pre-retirement income to meet your 
needs in retirement; however, your specific 
amount will depend on your unique 
circumstances. First identify your 
non-negotiable fixed needs — such as housing, 
food, and medical care — to get clarity on how 
much it will cost to make basic ends meet. 
Then identify your variable wants — including 
travel, leisure, and entertainment. Segregating 
your expenses into needs and wants will help 
you develop an income strategy to fund both. 

Assess all sources of predictable 
income 

Next, determine how much you might expect 
from sources of predictable income, such as 
Social Security and traditional pension plans. 

Social Security: At your full retirement age 
(which varies from 66 to 67, depending on your 
year of birth), you'll be entitled to receive your 
full benefit. Although you can begin receiving 
reduced benefits as early as age 62, the longer 
you wait to begin (up to age 70), the more you'll 
receive each month. You can estimate your 
retirement benefit by using the calculators on 
the SSA website, ssa.gov. You can also sign up 
for a my Social Security account to view your 
Social Security Statement online. 

Traditional pensions: If you stand to receive a 
traditional pension from your current or a 
previous employer, be sure to familiarize 
yourself with its features. For example, will your 
benefit remain steady throughout retirement or 
increase with inflation? Your pension will most 
likely be offered as either a single life or 
joint-and-survivor annuity. A single-life annuity 
provides benefits until the worker's death, while 
a joint-and-survivor annuity generally provides 
reduced benefits until the survivor's death.¹ 

If it looks as though your Social Security and 
pension income will be enough to cover your 
fixed needs, you may be well positioned to use 
your other assets to fund those extra wants. On 
the other hand, if your predictable sources are 
not sufficient to cover your fixed needs, you'll 
need to think carefully about how to tap your 

 

retirement savings plan assets, as they will be a 
necessary component of your income. 

Understand your savings plan options 

A key in determining how to tap your retirement 
plan assets is to understand the options 
available to you. According to the Government 
Accountability Office (GAO), only about 
one-third of 401(k) plans offer withdrawal 
options, such as installment payments, 
systematic withdrawals, and managed payout 
funds.² And only about a quarter offer annuities, 
which are insurance contracts that provide 
guaranteed income for a stated amount of time 
(typically over a set number of years or for the 
life expectancy of the participant or the 
participant and spouse).³ 

Plans may allow you to leave the money alone 
or require you to take a lump-sum distribution. 
You may also choose to roll over the assets to 
an IRA, which might offer a variety of income 
and investment opportunities, including the 
purchase of annuity contracts. If you choose to 
work part-time in retirement, you may be 
allowed to roll your assets into the new 
employer's plan. 

Determining the right way to tap your assets 
can be challenging and should take into 
account a number of factors. These include 
your tax situation, whether you have other 
assets you'll use for income, and your desire to 
leave assets to heirs. A financial professional 
can help you understand your options. 

¹Current law requires married couples to choose a 
joint-and-survivor annuity unless the spouse waives 
those rights. 

²"401(k) Plans: DOL Could Take Steps to Improve 
Retirement Income Options for Plan Participants," 
GAO Report to Congressional Requesters, August 
2016 

³Generally, annuity contracts have fees and 
expenses, limitations, exclusions, holding periods, 
termination provisions, and terms for keeping the 
annuity in force. Most annuities have surrender 
charges that are assessed if the contract owner 
surrenders the annuity. Qualified annuities are 
typically purchased with pre-tax money, so 
withdrawals are fully taxable as ordinary income, and 
withdrawals prior to age 59½ may be subject to a 
10% penalty tax. Any guarantees are contingent on 
the claims-paying ability and financial strength of the 
issuing insurance company. It is important to 
understand that purchasing an annuity in an IRA or 
an employer-sponsored retirement plan provides no 
additional tax benefits other than those available 
through the tax-deferred retirement plan. 

Important Disclosures: Broadridge Investor Communication Solutions, Inc. does not provide investment, tax, or 
legal advice. The information presented here is not specific to any individual's personal. Securities offered 
through Registered Representatives of Cambridge. Investment Research, Inc., a Broker/Dealer, Member 

FINRA/SIPC. Advisory Services offered through Cambridge Investment Research Advisors, Inc., a Registered 
Investment Advisor CMR Financial Advisors, Inc. and Cambridge are not affiliated. 
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Charity of the Quarter – Beyond The 4 Walls 
 

 

This quarter CMR Financial Advisors is helping Beyond The 4 Walls (BT4W) ministry, which 
collects clothing for the homeless they serve.  I think we can all agree that the homeless is 
growing and in need of help.  BT4W is making a difference.  Pastor Derek Shimatsu is a 
longtime friend from our college days and Whitney’s dad.  He’s a retired as a Lieutenant from 
the Honolulu Police Department. Pastors Derek and Wayne are clients of CMR. They have a 
heart for the homeless.  BT4W is in the trenches, making a difference. 
 
Please consider donating adult clothing that you 
haven’t worn for a while. Through the months of 
April and May you can drop off your donation at 
our office and we will deliver it to BT4W. 
 
About Beyond The Four Walls 
Beyond The 4 Walls is a non-denominational 
Christian ministry founded in 1999.  Our mission is 
to preach the Gospel of our Lord Jesus Christ and to 
help the homeless and poor living in and around 
Ala Moana Park.  Over the past 18 years this 
ministry has touched many hearts and changed 
many lives.   
 
Beyond The 4 Walls is a non-profit organization 
and is not affiliated with, nor is it financially 
supported by any other organization or church.  
Beyond The 4 Walls is primarily supported by the 
tithes and offerings of its volunteers.  Currently there are three pastors and approximately 12 
faithful servants, all of whom serve voluntarily without pay.  All of the money and material 
donations go directly into the ministry to fulfill the spiritual and physical needs of the homeless 
and poor whom we are called to serve. 
 
BT4W church services are held every Tuesday and Saturday under a tent in Ala Moana Park or 
within McCoy Pavilion, which is also located in the park adjacent to the tennis courts.  The 
ministry also conducts bible studies every Thursday night in the park and feeds all who attend a 
light snack.  Church services and bible studies all begin at 6:00 p.m. and immediately following 
the church services a hot dinner is served and clothing is distributed.  We have been blessed with 
all the food we need from the Foodbank and donations from other sources.  However, the one 
thing we are often in need of is clothing, adult size clothing for the homeless and poor.  Any 
donations of this sort will be greatly appreciated.  If you have any question or desire more 
information about Beyond The 4 Walls, please contact Pastor Derek Shimatsu at (808) 561-7067 
or at shimatsud001@hawaii.rr.com 

Pastors: Wayne, Roger, and Derek 



What’s Happening at CMR… 

 Cliff… 

We moved.  Well I actually moved 

from Aina Haina to Kailua. How 

about a satellite office in Kailua?  

Since Sheri and family are living 

with us, the new home provides a 

separate living area for their 

family.  The real bonus is that 

Sheri’s husband’s sister lives in 

Kailua and she is the babysitter. 

Kailua has a much more country 

feel that I enjoy.  

 

Sheri…  
How fast a year goes. My son Zeke will make 1 in about a 

month and I can’t believe it.  He has such a wonderful 

personality and is crawling all over the place, soon to be 

walking. We had a great time visiting my brother in Seattle in 

January and Zeke loved the cold weather.  

 

Whitney …    

Happy Spring everyone! 2017 is 

flying bye, I can’t believe it is 

already April. My girls are 

growing up so fast. Peyton 

(Right), Bailey (Middle) and Riley 

(Left) are keeping my wife Jen 

and I on our toes. Peyton and 

Bailey enjoy school and playing 

soccer. Riley is just having fun 

trying to keep up with her two 

older sisters. Just remember 

Spring is Nature’s way of saying 

Let’s Party!      

Margaret … 

Spring break… was so exciting for my daughter Alohi and 

I. From Jr Prom, to cheer competition to Disneyland… We 

traveled to California for the USA National Spirit Cheer 

Competition. It was a great experience for Alohi and her 

team, being the only team from Hawaii, they placed 9th 

out of 27 teams in the division. And missed going into the 

finals by 3.3 points. It was so close... We also went to 

Disneyland for 3 days and we had a blast. So many great 

memories! This fall she will be a Senior, and I can’t 

believe how time flies…   

Adriana … 

My children, Aurora and 

Lorenzo continue to enjoy their 

sport activities: they are both 

in swimming lessons at the 

YMCA, Aurora has been 

attending Karate and she 

graduated from beginners’ 

white belt to white and yellow 

belt. Lorenzo participates at 

Amazing Athletes program at 

his school. As a family, we are 

exploring the kid friendly hikes 

around the island. The last one 

we hiked was Makiki Valley 

Loop Trail, the children walked 

the whole loop. It was a nice 

way to explore Hawaii’s 

wonderful forest and right 

behind where we live!  


