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MEDICARE FAQ



Currently working?
Currently covered by retiree or COBRA (from former employer or spouse’s former employer)

When to take Part B of Medicare? Are you…?

Under 20 employees, sign up for Medicare when first eligible or pay lifetime late enrollment penalty.
Medicare is primary coverage.

20 and over employees, you may delay Part B, and will not have to pay a penalty

The first time you can enroll is called your “Initial Enrollment Period.”

Your 7-month Initial Enrollment begins 3 months before the month you turn 65, includes the month you turn
65, and ends 3 months after the month you turn 65. If you sign up 3 months prior your coverage should start
the month you turn 65 without any delays.

You should start Part B coverage as soon as you stop working or lose your current employer coverage.

What happens when employer/union coverage ends?
If you are Medicare eligible and now also eligible for COBRA, Medicare is primary. Employee can select
Cobra but may want to explore other options such as Supplemental/Advantage Plans/ Part D Plans.
If you have COBRA and then become eligible for Medicare, you must sign up for Part B as Medicare will be
primary.

**If you choose COBRA, do not wait for it to end to enroll in PART B. You must enroll within 8 months
of the beginning of COBRA to avoid delays or penalties. **

Part A (Hospital Insurance)
Inpatient care in hospitals
Skilled nursing facility car (excluding long term care)
Home health care, Hospice care

How much does Part A coverage cost?
You usually don’t pay a monthly premium for Part A coverage if you or your spouse paid Medicare taxes for
at least 10 years while working. If you aren’t eligible for free Part A, you may have to pay for Part A. Social
Security makes this determination.

What’s a Part A late enrollment penalty?
If you get Part A for free you can sign up when you turn 65.
If you aren’t eligible for free Part A you may have to buy it. But if you do not sign up when you’re first eligible,
your monthly premium may go up because you may have to pay a late enrollment penalty.
The penalty is 10% for every 12 months you didn’t have the coverage

Part B (Medical Insurance)
Services from doctors and other health care providers
Outpatient care, home health care, many preventative services
Durable medical equipment (wheelchair, walkers, etc.)
Medicare covers 80% of approved costs, your responsibility 20%, with no cap on out-of-pocket costs.



The drugs you use, the plan you choose
Whether you go to a pharmacy in your plan’s network
Whether the drugs you use are on your plan’s formulary
Whether you get Extra Help paying your Medicare Part D costs

How much does Part B coverage cost? 
Everyone pays a Part B monthly premium. Most people will pay the standard premium amount $170.10. The
Medicare Income-Related Monthly Adjustment Amount (IRMAA) is the amount you may have to pay in
ADDITION to your Part B premiums if your income is above a certain level.

In most cases, if you don’t sign up for Part B when you’re first eligible, you’ll have to pay a late enrollment
penalty for as long as you have Part B. Also, you may have to wait until the General Enrollment Period (from
January 1–March 31) to enroll in Part B and coverage will start July 1 of that year.

What is the Part B late enrollment penalty?
10% of the standard premium for each full 12-month period that you could have had part B but didn’t sign up
for it. 

How does the Part D drug plan work?
You pay a monthly premium for your plan, yearly deductible, copayments, coinsurance, costs in the
coverage gap, late enrollment penalty if applicable.

What are the Part D costs based on?

The Medicare Income-Related Monthly Adjustment Amount (IRMAA) is the amount you may have to pay in
ADDITION to your Part D monthly premium if your income is above a certain level.

What is the Part D late enrollment penalty?
An amount added to your Medicare Part D monthly premium when you go 63 days or more after your Initial
Enrollment Period without Part D credible drug coverage. 1% of the national base beneficiary premium
times the number of full uncovered months you didn’t pay to have Part D or credible coverage.
The national base beneficiary premium may increase every year so your penalty may increase.
   

Part C (Medicare Advantage Plans) 
Are an alternative to Original Medicare and includes A, B and in most cases Part D. Plans have a lower out
of pocket costs than Original Medicare. Plans generally offer HMO/PPO and may require you to use
providers and services in network. Some may require referrals. Plans may offer extra benefits that Original
Medicare does not. 

Medicare Supplemental Plans (Medigap) 
Works with with Original Medicare to fill in the gap. Plans are standardized and pay after Medicare pays its
portion. More provider choices and foreign travel benefits available. Does not include Part D drug coverage,
you must purchase a drug plan.



If an employee enrolls into Medicare, even if only into Part A, ALL contributions to the HSA must
cease. Employee can use funds in HSA.
My employer has less than 20 employees.
Since Medicare is automatically primary when the employer has less than 20 employees, the employee
is strongly advised to join Medicare and forego the HSA contribution
If you enroll in Medicare A and/or B, you can no longer contribute pre-tax dollars to your HSA. This is
because to contribute pre-tax dollars to your HSA, you cannot have any health insurance other than an
HDHP (high deductible health plan)

If the contributions are not stopped six months prior to enrolling into Medicare, the client will incur a tax
penalty.
Generally, you must pay a 6% tax on excess contributions. See Form 5329, Additional Tax on Qualified
Plans (including IRAs) and Other Tax-Favored Accounts, to figure the excise tax. The excise tax applies
to each tax year the excess contribution remains in the account.
You may withdraw some or all of the excess contributions and avoid paying the excise tax on the
amount withdrawn if you meet the following conditions:

You withdraw the excess contributions by the due date, including extensions, of your tax return for the
year the contributions were made.

You withdraw any income earned on the withdrawn contributions and include the earnings in “other
income” on your tax return for the year you withdraw the contributions and earnings. Please check with
your tax advisor regarding your options.

The best time to buy a Medigap policy is during open enrollment period. This is the 6 month period begins
on the first day of the month in which you turn 65 or older and enrolled in Part B.  Aftert this enrollment
period you may be able to buy a Medigap policy, but it may cost more and be subject to underwriting
conditions. If your employer plan has over 20 employees and you delayed Part B, your Medigap enrollment
period starts when you sign up for Part B and lasts for 6 months.

I contribute to an HSA (Health Savings Account)

This is for when Medicare is secondary and for groups with 20 or more employees.
HSA contributions must stop at least 6 months prior to enrolling in Medicare, or the client will incur a tax
penalty.
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