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7 Things to Know About Medicare

Transamerica created this guide to help explain the ins and outs of Medicare in an easy-to-read 
format. It’s for educational purposes only. That’s it. That’s all. No one should be using this to sell 
you any specific insurance product. The Unlocking Medicare guides are simply about arming 
you with knowledge to make informed decisions.

It doesn’t cover everything.

Most long-term care isn’t covered, and Medicare may require you to pay  
a deductible and/or a share of costs for some services.  

If you enroll on time, you can avoid expensive penalties.

In general, be sure to sign up in the seven-month period that opens three months 
before the month you turn 65 and closes three months after that or during your 
special election period if you work past the age of 65.

If you’re waiting until after 65 to take Social Security benefits, remember 
to still enroll for the parts of Medicare that you may want. 

That way you can avoid penalties.

You can manage your retirement income to manage what you pay for 
Part B premiums. 

Why pay more?

Your plan’s coverage

Remember to check whether your plan’s coverage extends beyond your local area. 
That way there won’t be any surprises if you need health care while traveling.

HSA and Medicare

If you have a health savings account, Medicare says to stop contributing to it at 
least six months before applying for Medicare to avoid tax penalties. However you 
can still use HSA money to pay Medicare Part B and D premiums.

If you’re unhappy with your coverage, you can shop around  
and switch plans during annual open enrollment periods. 

You don’t always have to keep a plan that doesn’t meet your needs.

1

2

3

4

5

6

7



Questions to consider  
before turning 65

Write down the month  
that is three months BEFORE  

the month of your 65th birthday

Write down the month  
that is three months AFTER  

the month of your 65th birthday

3 months before 3 months after

through

This is your personal window to sign up for Medicare to avoid penalties.*  
Early enrollment can ensure you have no gaps in coverage.

* If you’re older than 65 but have health coverage under a group health plan through your job or another provider, 
you also can sign up penalty-free during the eight months that begin the month after your employment ends or 
the related group health coverage ends, whichever happens first. 

•  What are your estimated costs for the Medicare coverage you’ve chosen? (We can help you get a rough 
estimate later in this booklet.)

• If your spouse is younger than 65, how will he or she be covered for health care? If you have dependents, 
how will they be covered?
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As you prepare for health care expenses later in life, you may want to consider these questions:

•  Will you continue to work and be covered by your employer’s health care plan?

•  Is your spouse working? If so, will both of you be covered under his/her employer’s health plan?

•  Have you talked to your company’s human resources representative to confirm how employee insurance 
works after age 65? For some small employers, Medicare is the primary insurer for workers 65 and older.

•  Do you know when you need to sign up? See the graphic below:



What to ask when choosing health coverage

When you’re choosing coverage, you’ll want to know the basics, like how much will you have to pay.  
Here are some costs to keep in mind:

Premium: Amount you regularly pay throughout the year for coverage

Deductible: The amount of costs you cover yourself before coverage kicks in

Copay/coinsurance: Your share of costs on an individual medical bill  

Here are some questions you might want to consider when buying health insurance in general:

•  Which doctors or medical providers can I use under this policy? Will I be able to use my current doctor?

•  Are prescription drugs covered? What about vision and dental care? How about hearing coverage?

•  Will conditions that are important to me (physical therapy, psychiatric care, nursing home care,  

for example) be covered?

•  What are the specific items and services the policy covers? What specifically won’t it cover? 

• Are there any exceptions or limits on the policy paying for all of my medical care?

•  Do I need to get prior approval or fulfill some other requirement before I can receive coverage  

for a certain procedure, such as seeing a specialist?

• Will I be covered if I travel to a different state or country?

• How can I renew or cancel the policy?

•  What is the process for handling disputes over claims? How can I challenge a denial of coverage  

for a certain service?
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Yearly costs at a glance
This estimator isn’t going to be exact. Costs will vary depending on your health, choices for health care 
coverage, and your state or region, but this will show you some potential costs for 2016.

If you choose Original Medicare

1. Add potential costs for Part A, which covers hospital care:

1a. Have you (or your spouse) paid at least 10 years of Medicare taxes over the years,  
perhaps through paycheck deductions via your employer(s)? 
      If yes, enter $0 on Line 1a. 

      If no, add the potential cost of up to $4,932 per year. 

        Line 1a.

1b.  Do you owe a penalty for not signing up for Part A when you were first eligible? There may be a 10% 
surcharge on your monthly premium for the first few years of coverage, unless you signed up during 
a special enrollment period, perhaps because you were still working at age 65, for example.

      If you owe the penalty, enter 10% of Line 1a here:     Line 1b.

Add lines 1a and 1b =

Other potential Part A costs

1c.  Deductible for inpatient hospital stays for each benefit period, keeping in mind there can be several 
benefit periods per year if more than 60 days pass between stays. In 2016, the deductible is $1,288 
for each benefit period.

        Line 1c.

1d. Coinsurance of $322 per day in 2016 for days 61–90 of a longer hospital stay 

        Line 1d.

1e. Coinsurance of $644 per day in 2016 after day 90 of your hospital stay for each benefit period

        Line 1e.

Note: When you stay longer than 90 days in a single hospital stay, those extra days count toward your 
“lifetime reserve days,” of which you get up to 60 during your lifetime. You’re responsible for all costs of 
extra days of that hospital stay if you go beyond the lifetime reserve days. If your stay is in a skilled nursing 
facility, there is coinsurance for days 21-100 of your stay of $161 per day per benefit period.
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2.    Add potential costs for Part B (which usually come out of your Social Security benefits) for doctor services, 
outpatient care, medical supplies, and preventive care:

2a. If you are a new enrollee in 2016; don’t get Social Security benefits; have both Medicare and Medicaid with 
Medicaid paying your premiums; or are considered high income, use this chart to find your monthly premium. 
(Earlier enrollees in the lowest income bracket will continue paying monthly premiums of $104.90.):

Monthly premium multiplied by 12 =   Line 2a.

2b. Add the deductible for 2016 of $166 per year.             Line 2b.

2c.  Do you owe a penalty for signing up late for Part B? If so, your monthly premium could rise by 10% per 
12-month period that you were eligible to sign up but didn’t (unless you qualify for an exception that lets you 
sign up during a special enrollment period).

        Line 2c.

Add lines 2a through 2c =

(Note, you also may owe 20% of the cost of certain services or medical equipment)

3a.  If you want to buy a Medicare Supplement Insurance (Medigap) policy to fill in gaps in Original Medicare 
coverage, enter $2,196 to represent the average annual cost of premiums for Medigap holders in 2010, 
the latest data available from the Kaiser Family Foundation. Otherwise, enter $0. 
 

 

3b.  Enter $0 for the deductible for the Medigap policy  
(generally speaking, most plans have no deductible)  
or if you do not want a Medigap policy. If you choose  
a high deductible Medigap policy, enter $2,180  
(deductibles for 2016 are generally up to this amount). 

Add lines 3a and 3b =

If your income for 2014 was  
(as reported on the tax return you filed in 2015)

You pay in 2016
File individual tax return File joint tax return File married & separate return

$85,000 or less $170,000 or less $85,000 or less $121.80

above $85,000  
up to $107,000

above $170,000  
up to $214,000 Not applicable $170.50

above $107,000  
up to $160,000

above $214,000  
up to $320,000 Not applicable $243.60

above $160,000  
up to $214,000

above $320,000  
up to $428,000

above $85,000  
up to $129,000 $316.70

above $214,000 above $428,000 above $129,000 $389.80
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Line 3b.

Line 3a.



If your income for 2014 was  
(as reported on the tax return you filed in 2015)

You pay in 2016
File individual tax return File joint tax return File married & separate return

$85,000 or less $170,000 or less $85,000 or less your Part D premium

above $85,000  
up to $107,000

above $170,000  
up to $214,000 Not applicable $12.70 + your Part D premium

above $107,000  
up to $160,000

above $214,000  
up to $320,000 Not applicable $32.80 + your Part D premium

above $160,000  
up to $214,000

above $320,000  
up to $428,000

above $85,000  
up to $129,000 $52.80 + your Part D premium

above $214,000 above $428,000 above $129,000 $72.90 + your Part D premium

4.   Add potential costs for Part D prescription drug coverage

4a.  Use this chart below to fill in your monthly premium  
(the average basic Part D premium in 2016 will be about $32.50 per month):

Monthly premium multiplied by 12 =   Line 4a.

4b.  Do you owe a penalty for enrolling late in Part D?

      If no, enter $0 on Line 4b.

       If yes, the penalty in 2016 is 0.341 multiplied by the number of full months that you were eligible for a 

Medicare prescription drug plan but didn’t have any eligible prescription drug coverage.

        Line 4b.

Add lines 4a and 4b =

Now add the totals of each amount underlined in blue. This is a very rough estimate of what 
you might pay each year with Original Medicare (Parts A and B) with optional Medicare 
Supplement Insurance and Medicare Part D coverage.

Grand TOTAL =

Be aware: Starting Jan. 1, 2018, the income brackets shown in the charts above  
are expected to change. Please see the back page of this planning workbook.
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If you choose Medicare Advantage instead:

Part C (Medicare Advantage, if you choose coverage from a private insurer)

Costs for Medicare Advantage could be close to what you would pay under Original Medicare, but that will 
depend on several factors, including your plan’s deductibles, copays, coinsurance, premiums, and whether it 
pays any of your monthly Part B premium.

The Kaiser Family Foundation estimates the average premium for Medicare Advantage plans with prescription 
drug coverage at $53 per month in 2016. While the premium may be lower for a Medicare Advantage plan, the 
out-of-pocket costs for services covered under Parts A and B may, depending on the plan, be up to the limit 
of $6,700.  If services from out-of-network providers are received, higher limits are allowed.

Plan now for new income brackets projected for 2018:
Your bracket for 2018 will be determined by your most recent income tax return,  
which will likely be the one you file for your income in 2016.

Questions? 
Go straight to the source online at: Medicare.gov 

For more helpful tools contact your financial  
professional, or visit Transamerica.com

Monthly premium (on average, $53) multiplied by 12 = Line 1.

Out of pocket costs = Line 2.

Grand TOTAL =

Note that the exact premiums paid by each income level are determined once per year. 
Source: Medicare Access and CHIP Reauthorization Act of 2015

File individual tax return File joint tax return

$85,000 or less $170,000 or less

above $85,000 up to $107,000 above $170,000 up to $214,000

above $107,000 up to $133,500 above $214,000 up to $267,000

above $133,500 up to $160,000 above $267,000 up to $320,000

above $160,000 above $320,000


