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How many baby 
boomers turn 
age 65 
everyday?
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Medicare Overview

• Medicare is a federal health 
insurance program, signed into 
law in 1965 for: 
• People age 65 and older
• People under age 65 with certain disabilities
• People of all ages with End-Stage Renal 

Disease  (ESRD-permanent kidney failure 
requiring dialysis or transplant)
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Firms Offering Retiree Health Benefits

Among All Large Firms (200 or More Workers) Offering 
Health Benefits to Active Workers, Percentage of Firms 

Offering Retiree Health Benefits, 1988-2010*
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Medicare Review

• Part A: Hospital, skilled nursing 
care, hospice and home care

• Part B: Outpatient services 
and doctor visits

• Part C: Medicare Advantage 
Plans (Humana, AARP, BC/BS)

• Part D: Prescription drugs
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How Do We Pay for Medicare?

• Social Security taxes on earnings up to $117,000
in 2014.

• Medicare taxes on all earnings. 

Social Security Medicare

You Pay 6.2% 1.45%

Employer Pays 6.2% 1.45%

Self-Employed 
(pays both) 12.4% 2.9%
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Medicare Premiums

• Medicare A—no premium.
• For newly eligible beneficiaries the standard 

Medicare Part B monthly premium is $104.90 
in 2014. 

• Higher income beneficiaries will pay higher 
premiums for Part B and Part D.* 

*This rule affects less than 5 percent of Medicare recipients.
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Modified Adjusted Gross Income
Your modified adjusted gross income from your most 
recent tax return determines Part B and D premiums

* Generally, your modified adjusted gross income (MAGI) is the total of your adjusted gross 
income and tax-exempt interest income.

* Part D premiums vary by plan, but high income seniors will pay from $11.60 – $66.40 
more per month for Part D premiums. 

File Individual Tax Return File Joint Tax Return Premium 

$85,000 or below $170,000 or below $104.90

$85,001-$107,000 $170,001-$214,000 $146.90

$107,001-$160,000 $214,001-$320,000 $209.80

$160,001-$214,000 $320,001-$428,000 $272.70

Above $214,000 above $428,000 $335.70
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When to Apply for Medicare B?

• This is the main question facing 
working seniors and employee benefit 
professionals. 

• If your company has more than 20 
employees, working seniors can 
delay enrolling in Part B because your 
employer insurance is primary. 
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Employer Size Dictates When to 
Apply for Medicare B

• As long as an employee has 
employment rights—your group plan 
is primary.

• Seniors will suffer no penalties if 
they wait.

• Employers cannot incentivize 
working seniors to enroll in 
Medicare. 
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Enrollment in Medicare

• Initial enrollment period
3 months before and 3 months 
after one’s 65th birthday

• General enrollment period
For people who missed the 
initial period.

• Special enrollment period
8 months following job end date.  
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Initial Enrollment in Medicare

• Medicare cards are automatically sent to persons 
receiving Social Security benefits three months before 
the person’s 65th birthday; otherwise one must contact 
Social Security to enroll. 

• One may enroll online www.socialsecurity.gov.
• By phone at 800-772-1213.
• Or one can make an appointment to visit any 

Social Security office.
• Cards will show both A and B and the date of 

eligibility.
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Medicare Card
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General Enrollment Period
(for those who missed their initial enrollment)
• January – March 31 of each year. 
• Coverage begins July 1st.  
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Late Enrollment Penalties

Example: One was not working and delayed 
enrolling in Medicare Part B for 24 months

$104.90 base premium in 2014
+ $10.49 (10% of $104.90) for the first 12 month delay
+ $10.49 (10% of $104.90) for the second 12 month delay
= $125.88 will be the Medicare Part B premium for 2013
Penalties for Late Medicare D Enrollment 
1% of base rate of $31.17 for every month one delayed 
.24 x 31.17 = $7.48 monthly enrollment penalty for 2014
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Special Enrollment Period

• This special enrollment period is for anyone 
Medicare eligible who waited to enroll (usually for 
B) because he/she was an active employee or 
the spouse of an active employee with group 
coverage from an employer with more than 20 
employees. 
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Special Enrollment Period

• Special enrollment period—8 months 
following job end or coverage end date, 
whichever comes first. Working seniors 
must apply during this time for Medicare B 
or penalties will apply. And coverage will not 
be available until July of the next year. 

• If one retires or loses a job, he/she is 
eligible for the 8-month special enrollment 
period and will not be penalized for enrolling 
in Medicare after the initial enrollment. 
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Special Enrollment Period

• The Special Enrollment Period is based on the 
“current employment status” of the employee or 
spouse. 

• One is not considered to be currently employed 
if receiving Social Security Disability for more 
than 6 months or if one is on COBRA. 

• *Initial Enrollment period supersedes 
special enrollment. This applies to someone 
turning age 65 during the special enrollment 
period.
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Medicare and HSAs 
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Medicare and HSA Plans

• Working seniors cannot contribute to an 
HSA and be enrolled in Medicare A or B. 

• In order for a working senior to continue to 
contribute to an HSA plan, one must opt out 
of both Medicare A and B. 
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Medicare and HSA Plans

• Seniors may not opt out of Medicare if they 
have been receiving Social Security 
benefits, unless they are willing to pay 
back all benefits received to date. 
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Medicare and HSA Plans
• If a senior chooses to remain 

enrolled in Medicare, he can 
use the HSA funds in his 
account to pay for out-of-
pocket medical expenses
(including Medicare B and D 
premiums), but can no 
longer contribute.

• HSA funds can be used to pay 
dependent’s out-of-pocket 
expenses even if the 
dependent is on Medicare.

6C-23



Medigap Plans

• When seniors retire and enroll in 
Medicare they should consider 
purchasing a health plan to 
supplement Medicare and a 
Part D plan that covers 
prescription drugs. 

• One must enroll in both A and B to  
buy a Medigap plan.
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Medigap / Supplements

• A Medicare Supplement Insurance 
policy (also called Medigap) is 
private health insurance that is 
designed to supplement Original 
Medicare. 

• This means it helps pay some of 
the “gaps” that Original Medicare 
doesn’t cover (like copayments, 
coinsurance, and deductibles). 
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What Are the Gaps in Medicare?

In 2014:
• Medicare A deductible is $1,216.
• Medicare B deductible is $147.
• In addition, Medicare B pays doctors, labs 

and other outpatient providers 80% of an 
allowable charge, leaving one to pay 
at least 20% coinsurance. 
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When Should One Buy a Medigap Plan?

• The best time to buy a Medigap policy is during the 
6-month Medigap open enrollment period, because 
one can buy any Medigap policy, even if he has 
health problems. 

• This period starts when enrolled
in Medicare Part B, and once 
it’s over, it’s over!
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Medigap Plans

• Every Medigap policy must follow federal 
and state laws and be clearly identified as 
“Medicare Supplement Insurance.” 

• Usually, cost is the only difference 
between policies with the same letter sold 
by different insurance companies. 
Average cost $120 – $200 per month. 
Costs can vary considerably by location.
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Medicare Advantage Plans

• Medicare Advantage Plan is a type of 
Medicare health plan offered by a private 
company that contracts with Medicare to 
provide all Part A and Part B benefits. 

• Medicare Advantage Plans include Health 
Maintenance Organizations, Preferred 
Provider Organizations, Private Fee-for-
Service Plans among others.
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Medicare Advantage Plans

Advantages
• Lower cost-average $0-$125 per month
• Drug Plan included
• Additional health care services like vision and dental 
Disadvantages
• Usually a network of providers that you must use. If 

one uses non-network providers no payment or a 
lower payment will be made.

• Medicare Advantage plans are not a good choice for 
those who live in two different parts of the country 
during the year.
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Medicare D Prescription Drug Plans

• Original Medicare and Medigap plans do not 
include prescription drug coverage.

• One may choose the same company for both the 
Medicare supplement plan and prescription 
drugs or any other company that offers 
the coverage you need.

• Make a list of all of drugs and 
dosages. Use this list to compare the 
options available in one’s area. 
Average cost is $37 per month.
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Medicare Costs

Typical Medicare Costs

Medicare A Free

Medicare B $ 104.90

Supplement Plan F (Cadillac plan) $ 136.00

Medicare Part D $ 37.00

Total $277.90

Married couple $555.80
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Medicare Costs

Typical Medicare Costs – High Earner

Medicare A Free

Medicare B $ 335.70

Supplement Plan F (Cadillac plan) $ 136.00

Medicare Part D $ 103.40

Total $ 575.10

Married couple $1,150.20
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What is the Donut Hole?

• Once a Medicare beneficiary and his Medicare D 
plan have paid $2850 plus a deductible ($310 for 
most plans) the senior must pay 47.5% of brand 
name drugs and 72% of generic drugs out-of-pocket 
until they reach $4550. 

• The gap between $2850 and $4550 is the 
donut hole.

• One a senior reaches the other side of the gap they 
are entitled to catastrophic coverage with small 
copays/coinsurance.

• Many plans are available without a donut hole.
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Can You Change Plans?

• There are specific times when one can sign up 
for these plans, or make changes to current 
coverage. Seniors don’t need to sign up for 
Medicare each year.

• However, each year they have a chance to review 
coverage and change plans. 

• *They may be subject to underwriting.
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Medicare Myths

Myth 1: 
Medicare offers Free or Low-Cost Care     
False.
• Medicare pays for an annual wellness visit and 

does cover preventive screenings at 100%
Example: mammograms and colonoscopies. 

• However, most care requires cost sharing, deductibles, 
copays and coinsurance.
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Medicare Myths

Myth 2: Medicare Pays for Everything.

False.
Medicare does not cover:
• Dental care
• Hearing Aids
• Eye glasses
• Custodial Long-Term Care
• Travel outside the U.S.A. 

6C-37



Medicare Myths

Myth 3: 
One Can Delay Enrolling in Medicare B if one 
has COBRA or Retiree Health Benefits.
False.
Medicare does not consider COBRA or retiree health 
benefits as part of “current employment.” Therefore one 
must enroll in Medicare B during the Special Enrollment 
period which is 8 months following job end date or group 
coverage end date (whichever comes first).  
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Pending Legislation and Possible 
Changes to Medicare

• Pending RDS 60-day overpayment rule 
• Raising age for Medicare eligibility to 

match Social Security
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Resources for Medicare Plans

• Medicare.gov to compare plans
• AARP
• Blue Cross/Blue Shield, Aetna, United 

Health Care, Humana and Cigna 
all offer Medicare plans

• One Exchange.com
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Key Messages

• If a senior is actively working for a 
company with more than 20 
employees and is over age 65 he 
does NOT need to enroll in Medicare 
and will not be subject to penalties.

• One cannot contribute to an HSA 
plan if enrolled in any part of 
Medicare.

• Seniors will need additional coverage 
to supplement Medicare.
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Resources
• www.medicare.gov 
• www.socialsecurity.gov
• “Medicare Premiums: Rules for 

Higher-Income Beneficiaries” 
SSA No. 05-10536

• “Medicare” SSA No. 05-10043
“Medicare and You”
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Questions or Comments?

Thank You!
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