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Medicare is a cornerstone of healthcare 
for retirees, yet its complexity can make it 
difficult to navigate. As healthcare needs 
and costs continue to evolve, having a 
thorough understanding of how Medicare 
works  is  crucial,  particularly for those 
approaching retirement. This guide 
delves into five key questions about 
Medicare, providing detailed explanations 
and actionable tips to help you make 
well-informed decisions.

A Comprehensive 
Guide to Navigating 
Coverage and Costs



Answer: Medicare is a federal health insurance program designed to help individuals aged 65 
and older, as well as certain younger individuals with disabilities, manage their healthcare costs. 
However, Medicare does not cover all medical expenses, making it important to understand what 
is and isn’t included under its various parts.i

1.

Hot Tip: Take the time to review your healthcare needs and current 
coverage. Consider whether a Medicare Supplement Insurance (Medigap) 
policy might be necessary to cover costs not included in Original Medicare, 
such as copayments, coinsurance, and deductibles. Additionally, if you 
anticipate needing services that Medicare does not cover, such as long-term 
care or dental services, research other insurance options to fill these gaps.

Explanation:
Part A
(Hospital Insurance):
• Covers inpatient care in hospitals, which 

includes semi-private rooms, meals, 
general nursing, and drugs as part of your 
inpatient treatment.

• Also covers care in a skilled nursing facility 
(following a hospital stay), hospice care, 
and limited home health care.

• Most individuals do not pay a premium for 
Part A if they or their spouse paid Medicare 
taxes during their working years.iii

Part B
(Medical Insurance):
• Covers outpatient care, such as doctor 

visits, lab tests, surgeries, and some 
preventive services.

• Also covers durable medical equipment like 
wheelchairs, walkers, and hospital beds.iv

• Part B has an annual deductible, after 
which you typically pay 20% of the 
Medicare- approved amount for most 
services.

Part C
(Medicare Advantage):
• Medicare Advantage plans are offered by 

private insurance companies approved by 
Medicare. These plans provide all of Part A 
and Part B benefits, and many include 
additional  services  like  vision,  hearing, 
dental, and prescription drug coverage.ii

• Each Medicare Advantage plan has 
different out-of-pocket costs and rules for 
how you get services, such as needing 
referrals to see specialists.

Part D
(Prescription Drug Coverage):

• Helps cover the cost of prescription drugs, 
including  many  recommended  shots  or 
vaccines.

• Each plan has a formulary, which is a list of 
covered drugs. Plans may place drugs into 
different “tiers” on their formularies, which 
can affect how much you pay.v

What Does Medicare Cover?



Answer: Medicare premiums vary depending on the specific parts of 
Medicare you enroll in, your income level, and your choice of additional 
coverage options. Planning for these expenses is essential to managing 
your healthcare costs during retirement.

Explanation:
Part A:vii

• Most  people  qualify  for  premium-free  Part
A. However, if you haven’t worked (or if your 
spouse hasn’t worked) and paid Medicare taxes for 
at least 10 years, you may need to pay a monthly 
premium.

• If you need to pay for Part A, the monthly premium 
can be as high as $565 monthly in 2026, 
depending on how long you or your spouse worked 
and paid Medicare taxes.viii

Part B:
• The standard monthly premium for Part B in 2026 

is $202.90. However, if your income exceeds 
certain thresholds, you may pay more, due to the 
Income-Related Monthly Adjustment Amount 
(IRMAA).

• There is also an annual deductible for Part B, 
which is $283 in 2026.viii

Part C and Part D:
• Premiums for Medicare Advantage (Part C) vary 

widely by plan and provider - some have low or $0 
premiums but different cost-sharing. 

• Prescription drug plan (Part D) premiums also 
vary; the national average is roughly $14-$40+ per 
month in 2026, and higher-income beneficiaries 
may pay more due to IRMAA. In addition to the 
plan premium, you may have deductibles, 
copayments, and coinsurance.ix

Hot Tip: Use the Medicare Plan Finder tool on the Medicare website to 
estimate your future costs. This tool allows you to compare Medicare 
Advantage (Part C) and Prescription Drug (Part D) plans based on your  
healthcare  needs  and  current  medications.  Understanding these costs in 
advance can help you budget effectively and avoid unexpected expenses.xiii

2. How Much Will I Pay in Medicare 
Premiums?



Answer: If you are still working and covered by an employer’s health insurance plan, you may not 
need to enroll in Medicare right away. However, understanding the rules regarding Medicare 
enrollment is crucial to avoid penalties and ensure that you do not have a gap in coverage.vi

Explanation:
Employer Coverage with 20+ Employees:
• If you are covered by an employer-sponsored health plan from a 

company with 20 or more employees, you can delay enrolling in 
Part B without penalty, as long as your employer’s insurance is 
considered “creditable” coverage by Medicare standards.

• Creditable coverage means that your employer’s plan is 
expected to pay at least as much as Medicare’s standard Part D 
prescription drug coverage.

Employer Coverage with <20 Employees:
• If your employer has fewer than 20 employees, Medicare 

generally becomes your primary insurance when you turn 65, 
and your employer coverage becomes secondary. In this case, it 
may be beneficial to consider enrolling in Medicare Part A and 
Part B to avoid gaps in your healthcare coverage.

3. Do I Have to Enroll in Medicare if I Am Still Working?

Hot Tip: Speak with your HR department to confirm whether your employer’s 
health insurance plan is considered “creditable coverage” under Medicare 
rules. This information can help you decide whether to enroll in Medicare or 
delay it without risking penalties. Additionally, request a written notice of 
creditable coverage from your employer each year, which you may need to 
provide to Medicare to avoid late enrollment penalties.

Supplementing Employer Coverage:
• You can choose to enroll in Medicare even if you’re still working, 

especially if you want to supplement your employer’s health 
insurance. This may be beneficial if your employer plan has high 
out-of-pocket costs or limited coverage.



Hot Tip: Mark your calendar for the start 
of your Initial Enrollment Period (IEP)  

and  make  sure  you  enroll  in 
Medicare  within  this  window  if  you 
are not automatically enrolled. If you 

qualify for a Special Enrollment Period, 
gather all  necessary  documentation, 
including proof of creditable coverage, 

to ensure a smooth enrollment process.

Answer: Medicare enrollment is automatic for 
some individuals, but others will need to take 
steps to enroll manually. Missing the appropriate 
enrollment window can result in higher premiums 
and potential gaps in coverage.x

Explanation:
Automatic Enrollment:
• You are automatically enrolled in Medicare Part 

A and Part B if you are already receiving Social 
Security or Railroad Retirement Board benefits 
when you turn 65. You’ll receive your Medicare 
card in the mail three months before your 65th 
birthday.

• If you don’t want Part B coverage, you can opt- 
out by following the instructions that come with 
your Medicare card.  However,  consider  the 
consequences carefully, as re-enrolling later 
could result in penalties.

Manual Enrollment:
• If you are not receiving Social Security benefits 

when you turn 65, you will need to manually 
enroll in Medicare during your Initial Enrollment 
Period (IEP). The IEP is a seven-month window 
that starts three months before your 65th 
birthday, includes your birthday month, and 
ends three months after your birthday.

• If you miss your IEP, you can enroll during the 
General Enrollment Period (GEP) from January 
1 to March 31 each year, but you may face a 
late enrollment penalty.x

Special Enrollment Periods (SEP):
• If you had health insurance through your or 

your spouse’s current employer, you may 
qualify for a Special Enrollment Period (SEP). 
The SEP lasts for eight months after your 
employment or employer-provided health 
insurance ends, during which you can enroll in 
Medicare without a penalty.

4. Is Medicare Enrollment 
Automatic?



How We Can Assist
Navigating the complexities of Medicare requires careful planning and consideration. If you would 
like to explore Medicare planning in more detail, contact our team. Although we don’t work 
directly with Medicare products, we have valued partners who are willing to help. 

Answer: Once you enroll in any part of Medicare, you are no longer eligible to contribute to a 
Health Savings Account (HSA). However, you can continue to use the funds already in your HSA 
to pay for qualified medical expenses, including some costs associated with Medicare.

5. Can I Contribute to an Employer-Sponsored Health 
Savings Account if I’m on Medicare?

Explanation:
HSA Contributions:xi

• HSA contributions must stop once you 
enroll in Medicare, as Medicare 
beneficiaries are not eligible to 
contribute to an HSA. This applies 
whether you enroll in Part A, Part B, or 
any other part of Medicare.

• If you’re eligible for Medicare but delay 
enrollment to continue contributing to 
your HSA, make sure your employer 
health plan remains creditable.

Using HSA Funds:
• Even though you can no longer 

contribute to your HSA after enrolling in 
Medicare, you can still use your existing 
HSA funds to pay for qualified medical 
expenses. This includes Medicare 
premiums, deductibles, copayments, 
and coinsurance.xii

• Additionally, HSA funds can be used 
tax- free  for  healthcare  expenses  for  
your spouse or dependents, even if 
they are not enrolled in Medicare.

Planning Contributions:
• If you plan to enroll in Medicare at 65, 

consider maximizing your HSA 
contributions in the years leading up to 
your enrollment. The IRS sets annual 
limits for HSA contributions, and 
individuals aged 55 and older can make 
an additional “catch-up” contribution.

Hot Tip: Before enrolling in Medicare, make 
sure to contribute the maximum allowable 
amount to your HSA. This can provide a 
valuable financial cushion for medical 
expenses  in  retirement.  Consult  with  a 
tax advisor to understand how best to use 
your HSA funds and to plan for potential tax 
implications associated with Medicare.
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