
Pre-Medicare Planning: 
6 Caveats
By Elaine Floyd, CFP ®

Unlike Social Security, which people tend 
to think about many years before claiming, 
Medicare is almost an afterthought. 

As long as people are working and covered by an 
employer plan, they don’t think very much about how 
their health insurance might change upon turning 65 or 
leaving employment. This leaves them open to all kinds of 
potential mistakes.

In the United States today, Medicare is the health care 
system for individuals 65 and older (and disabled individuals 
who have received Social Security disability benefits for 24 
months). As comfortable as people may be with their pre-65 
insurance, they need to know that many things will change 
once they turn 65 or leave employment.

Pre-Medicare planning should begin no later than age 64—
earlier, if you are doing tax planning to reduce the IRMAA, 
or at least a year before leaving employment for people who 
work past age 65. You will need this much time to get ready 
for the day you transition to a whole new health care system.

These Medicare minefields are not well known, so listen up.
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CAVEAT #1: YOUR DOCTOR MAY NOT 
ACCEPT MEDICARE
Now, let it be known that most doctors do accept 
Medicare. But if you choose to go into a Medicare 
Advantage plan as opposed to original Medicare, your 
doctor may not be in that plan’s network. If you have 
strong feelings about keeping your doctor, and if you 
are signing up for a Medicare Advantage plan, you will 
need to check the plan’s network and make sure your 
doctor is in it (and hope the doctors stays in it). Even if 
you are going with Original Medicare you should check 
to be sure your doctor accepts Medicare.

If you will not be going into a Medicare Advantage 
plan and if you do not have an established relationship 
with a doctor, you may have trouble finding a doctor 
who accepts new Medicare patients. Because most 
doctors will accept Medicare for patients with whom 
they already have a relationship, part of pre-Medicare 
planning involves developing a relationship with a 
Medicare doctor prior to signing up for Medicare.

CAVEAT #2: ONCE YOU GO ONTO 
MEDICARE YOU CAN NO LONGER 
CONTRIBUTE TO AN HSA
This issue is coming up more frequently these days as 
more employers switch to high-deductible health plans 
with health savings accounts. Once a person enrolls in 
any part of Medicare, no contributions can be made to 
an HSA, beginning with the first month of enrollment. 
Some people are caught by surprise, not learning 
about this rule until many months after enrollment. 
For example, let’s say you apply for Social Security at 
age 68 not realizing that you would be automatically 
enrolled in Medicare Part A retroactive six months. If 
HSA contributions were made for any of those months, 
they will need to be backed out. If they are not, the 
money will be taxable and you will be subject to a 6% 
overcontribution penalty every year the contributions, 
and the investment earnings thereon, remain in 
the account.

Part of pre-Medicare planning involves considering 
your current health plan and determining if it is an 
HSA. If you voluntarily enroll in Medicare, or if you 

start Social Security and are mandatorily enrolled in 
Medicare (you must take Part A if you want to receive 
Social Security), you will need to stop those HSA 
contributions. If you are still working and want to 
maintain employer health insurance, you can ask the 
employer for a different type of plan; if the employer is 
making the HSA contributions ask for that money in the 
form of salary or other benefit.

CAVEAT #3: HIGH-INCOME PEOPLE PAY 
MORE FOR MEDICARE
Don’t forget about the income-related monthly 
adjustment amount (IRMAA) [www.cms.gov/
newsroom/fact-sheets/2025-medicare-parts-b-
premiums-and-deductibles]. Many people who have 
not yet entered the world of Medicare don’t know that 
monthly premiums for Part B and Part D are higher 
for individuals with income over the IRMAA threshold. 
Be aware of these extra charges well in advance of 
going onto Medicare. Indeed, the IRMAA itself may 
help inform the decision to stay on an employer plan 
or go off the plan and onto Medicare; if you are still 
working and earn a high salary, the IRMAA may tip the 
scale in favor of staying on the employer plan as long 
as possible.

But at some point everyone goes onto Medicare—
once they stop working if not before. And that’s when 
the IRMAA could kick in for people who have not 
previously managed their assets and income to avoid 
it. This is why savvy Medicare planning should start 
early, in time to get those Roth conversions done in 
the most tax-advantageous manner so that RMDs 
won’t trigger the IRMAA (or at least keep it to a lower 
tier). Ideally (and in the absence of otherwise adverse 
tax consequences), Roth conversions should be done 
more than two years before Medicare starts. That 
way, the taxable IRA distribution that’s taken for the 
Roth conversion won’t figure into the IRMAA. Age 60 
is not too early to start talking about Medicare and 
IRMAA management.

Once you retire and your income drops, be sure to 
appeal the IRMAA based on work stoppage.
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CAVEAT #4: COBRA AT 65+ MESSES 
UP MEDICARE
Let’s say you retire before age 65. You want to 
continue with your employer-sponsored health 
insurance and are willing to pay the premiums 
yourself. So you go onto COBRA. This is all well 
and good as long as you enroll in Medicare at 65. 
At that point the COBRA would stop and you can 
find supplemental insurance (Medigap) or enroll in a 
Medicare Advantage plan.

But what if you retire after age 65 and you want 
COBRA? Well, in addition to probably paying too much 
for health insurance, you run the risk of not dropping 
the COBRA in time to take advantage of your special 
enrollment period, which ends eight months after your 
employer insurance stops. If you go onto COBRA for 
the full 18 months, when you come off the COBRA 
you will be outside your special enrollment period 
and will have to wait until the next general enrollment 
period (Jan. 1 – March 31). Meanwhile, you won’t have 
health insurance.

So if you are over 65 and offered COBRA when you 
retire, don’t take it. Or at least don’t take it for the 
full 18 months. Instead, enroll in Medicare and get a 
Medigap policy or Medicare Advantage plan to round 
out your coverage.

CAVEAT #5: RETIREE PLANS PAY 
SECONDARY TO MEDICARE
Let’s say you retire before age 65 and are lucky 
enough to have retiree insurance. (In this age of 
shrinking retiree plans, many people are forced to work 
until Medicare age in order to have health insurance.) 
As long as you are under 65, the retiree plan is the 
sole payer, and everything works pretty much as it did 
before. You incur a medical bill, the bill is submitted to 
the retiree insurance company, and the insurer pays 
the bill.

Everything changes the month you turn 65. Now 
that you are Medicare-eligible, the retiree plan pays 
secondary to Medicare—but only if you are enrolled in 
Medicare. If you aren’t enrolled in Medicare, Medicare 
won’t pay and the plan won’t pay either.

Pre-Medicare planning before age 65 means knowing 
that: 1) you must enroll in Medicare at 65, and 2) you 
must contact your insurance company to find out how 

your plan will change. Some retiree plans offer good 
supplemental coverage, but only if you are enrolled in 
Medicare. If the plan offers creditable prescription drug 
coverage, you may not have to enroll in Part D. You 
should take direction from the plan regarding whether 
or not to enroll in Part D.

CAVEAT #6: THE MEDIGAP GUARANTEED-
ISSUE PERIOD ONLY LASTS SIX MONTHS
One great thing about Medicare is that this government 
program is open to all American citizens and legal 
residents age 65 and over regardless of health status. 
Part A is free if you’ve paid into Medicare for ten years, 
and the Part B premium is reasonable. People who 
had trouble getting reasonably priced insurance prior 
to turning 65 will be elated to go onto Medicare. 

The problem is that Medicare doesn’t pay the full 
cost. There is a hefty Part A deductible for hospital 
visits, and only 80% of doctor bills and procedures are 
covered. This is why most people get private insurance 
to go with their Medicare. Medicare Advantage plans 
also take everyone regardless of health status, but 
these plans may not be the best for some people 
because you have to get your care close to home, 
within the specific provider network. For people who 
travel, have multiple homes, or simply like the stability 
of a plan that doesn’t change from year to year, a 
Medigap policy is the best form of supplemental 
insurance. But in most states Medigap insurers do 
NOT have to take everyone unless they are within 
their Medigap open enrollment period, which is the 
six-month period after enrolling in Part B. After that, the 
person is subject to underwriting and may not qualify 
for a policy.

This is another pre-Medicare planning consideration. 
Everyone getting ready to enroll in Medicare should be 
informed of the six-month Medigap guaranteed-issue 
period so they’ll know that if they don’t take advantage 
of it, they may never be able to get a Medigap policy. 
There are a few exceptions, such as the one-year 
Medicare Advantage trial period, and some states hold 
Medigap insurers to a stricter standard. But this is one 
of the things many people aren’t informed of until it’s 
too late: they go into a Medicare Advantage plan when 
they first become eligible for Medicare and after a few 
years decide they want original Medicare; at that point 
they may not be able to get a policy. Or maybe they’re 
still working and keeping their employer insurance, 



but they sign up for Parts A and B to get supplemental 
coverage. They need to know that six months after 
enrolling Part B that Medigap guaranteed-issue period 
ends. People who are keeping employer coverage 
after age 65 should not enroll in Part B until they are 
ready to leave the employer plan. At that time, they 
will arrange to have their Medicare and their Medigap 
policy start immediately after the employer insurance 

ends and will have no trouble qualifying because they’ll 
be within the Medigap guaranteed-issue period.

Elaine Floyd, CFP® is Director of Retirement and Life Planning 
for Horsesmouth, LLC, where she helps people understand the 
practical and technical aspects of retirement income planning.
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