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Can I Use Medicare Along With a JobBased Insurance Plan?
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August 30, 2021

Key takeaways:
You can get Medicare coverage if you’re still working.
If you or your spouse work for a large employer that provides insurance, you can often
put off enrollment without penalty.
If you work for a company that has fewer than 20 employees, you must sign up for
Medicare as soon as you are eligible.
Enrolling in Medicare could be a good option if your current workplace coverage doesn’t
meet your needs or if you think secondary coverage would be helpful.
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Increasingly, workers are staying on the job well past their 65th birthday instead of retiring.
Figures from the Bureau of Labor Statistics show that by 2026, roughly 1 of every 3 people
ages 65 to 74 will still be working. If you have an upcoming birthday that will put you in that
group, you have some important decisions to make about Medicare. In this article, we’ll walk
you through the main points to consider.

What factors affect your Medicare enrollment status
if you are working?
Medicare is the federal health insurance program that covers people age 65 and older as
well as some younger people with disabilities or specific health conditions. If you’re still
working at 65 and covered by your employer plan, several factors will affect your Medicare
enrollment status:
The size of your employer: If your company has fewer than 20 employees, you’ll need to
sign up for Medicare during your initial enrollment period.
Whether you have spousal coverage: If you get insurance through your spouse’s
employer, the same employer-size rule applies.
The quality of your drug coverage: If your health insurance doesn’t include “creditable
drug coverage,” as defined by Medicare, you’ll need to purchase a stand-alone drug plan
that meets those standards. Going without this level of prescription drug coverage for
more than a few months will cause Medicare to charge you a late enrollment penalty on
top of your Part D premium after you sign up.

Is Medicare enrollment required for people who are
still working?
It depends. As mentioned above, if you work for a company with fewer than 20 people, you’ll
be expected to sign up for Medicare (including Part D) as soon as your initial enrollment
period rolls around. That period begins 3 months before your 65th birthday and continues for
3 months after the month you turn 65. You won’t be allowed to combine your Medicare plan
with your existing job coverage.
If your employer has more than 20 workers, however, you can delay enrollment until you
leave your job or no longer have coverage. As soon as one of those events occurs, you’ll
enter Medicare’s 8-month special enrollment period.
By contrast, if you stay on the job, you have two options: You can drop your insurance and
go with Medicare alone, or you can sign up for Medicare and have dual coverage. In the
latter case, your workplace policy would be your primary insurance and Medicare would be
the secondary payer.
If you’re not working but your spouse still is, you can defer Medicare if you meet both of
these conditions:
Your spouse works for a company that has more than 20 employees.
You are covered by your spouse’s insurance plan.
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Deferring may be the right choice for you if you like your spouse’s plan and are comfortable
with the costs. Just keep in mind that, when you do decide to sign up for Medicare, you’ll
need to do so during the 8-month special enrollment window.

What are the benefits of getting Medicare while I am
working?
If you’re unhappy with your current insurance, you might prefer the Medicare coverage. For
example, your private health insurance may restrict you to a small network of doctors, while
99% of nonpediatric physicians accept Medicare. Switching to Medicare may also save you
money on out-of-pocket costs versus your existing plan.
Even if you like your current insurance, you can enroll in Medicare as well. If you work for a
large employer, Medicare would typically be your secondary policy.
There’s little downside to enrolling in Part A. It covers hospital stays and skilled nursing care
once you’ve paid the deductible ^$1,484 in 2021`, and it’s premium-free to anyone who
worked for at least 40 quarters in Medicare-covered employment.

What are the drawbacks of getting Medicare while
still working?
While Medicare Part A is free, Medicare Part B — which covers doctor visits and outpatient
medical supplies — requires you to pay a monthly premium (in 2021, the premium is $148.50
per month for most enrollees; high earners may pay more). If you keep your existing
insurance, you could end up paying premiums for two policies, which could get expensive.
Also, having two insurance policies can be confusing and possibly lead to billing
complications. You and your doctor would have to keep track of which plan is primary and
which is secondary.
Finally, if you have a high-deductible health plan through your employer, you may no longer
be eligible to contribute to a health savings account once you enroll in Medicare.

What happens if I decline Medicare coverage?
If you work for an employer with more than 20 employees and get insurance through that
employer, you can decline Medicare with no penalty, as long as you sign up during your
special enrollment period later on.
If you don’t have employer-based insurance, or your employer has fewer than 20 employees,
declining Medicare now means you’ll end up paying higher premiums each month when you
do finally enroll:
People who have to pay for Part A will see their premiums go up 10%.
For Part B, premiums go up 10% for every 12 months that you don’t sign up.
The penalties for signing up late for Part D reflect a complicated formula based on the
amount of time you went without insurance and the national base beneficiary premium.

How do I decide which approach is the most costeffective for me?
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When you have access to both an employer-based plan and Medicare, deciding on the most
cost-effective approach to building insurance coverage takes a bit of work. To start, add up
each plan’s out-of-pocket costs, including its premiums, deductibles, copays, and
prescription drug costs. Consider what treatments, services, and payments you deal with
most often and what you think you’ll need in the near future. Your employer’s benefits
manager should be able to help you understand your workplace insurance benefits. Once
you’ve got that information, take a look at this Medicare guide, which may help you make
your decision.

The bottom line
You can use Medicare while you’re still working. If you work for a large employer, the decision
is typically up to you. To decide on the right approach, you’ll need to consider both plans’
costs and coverage. If you do decide to stick with employer-based coverage and defer
Medicare, make sure that when you leave your job, you sign up for Medicare during your
special enrollment period in order to avoid penalties.
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