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Managing health insurance costs is a 
key component of retirement planning. 
Medicare eligibility generally starts at 

age 65. But given the number of decisions 
you’ll need to make about the timing and scope 
of coverage, it’s a good idea to start preparing 
well in advance. Medicare is complex and navi-
gating the many options can be challenging.

Do you need to enroll?

If you’re already receiving Social Security or 
Railroad Retirement benefits, you’ll automati-
cally be enrolled in “Original Medicare” (Parts 
A and B, discussed below). Your Medicare card 
will arrive in the mail around three months 
before your 65th birthday. Coverage will begin 
on the first day of the month you turn 65. So 
whether your birthday is March 1 or March 31, 
Medicare coverage will begin on March 1.

If you’re not receiving government retirement 
benefits and wish to obtain Medicare coverage, 
you’ll need to enroll. Also, even if you’re auto-
matically enrolled in Parts A and B, you’ll have 
to enroll to obtain additional benefits, such as 

a Medicare Advantage plan (Part C) or prescrip-
tion drug coverage (Part D).

The initial, seven-month enrollment period 
begins in the third month preceding the month 
you turn 65 and runs through the third month 
following your birthday month. Unless you’re 
covered by a comparable employer plan, it’s 
critical to sign up during the initial enrollment 
period. If you don’t, and decide to enroll later, 
you’ll be subject to late enrollment penalties  
in the form of substantially higher premiums.  
If you’re covered by a qualifying employer  
plan, you can delay Medicare enrollment  
without penalty.

What are the coverage options?

The Medicare components include:

Part A — Hospital insurance. This helps cover 
the cost of services such as inpatient care, 
home health care, hospice care and certain 
skilled nursing facility care. Part A is premium-
free for most people (see “How much does Part 
A coverage cost?” below), but there are annual 
deductibles and copays.

Approaching 65? Get up to  
speed on Medicare

2

HOW MUCH DOES PART A COVERAGE COST?

Most people think Medicare Part A is free, but that’s not always the case. The cost depends 
on how long you (or your spouse) have paid Medicare taxes out of your paychecks or through 
self-employment taxes. If you or your spouse paid Medicare taxes for at least 40 quarters 
(10 years) over your working lives, Part A is free. If you have fewer than 40 quarterly work 
credits, you’ll be required to pay a premium.

Based on 2021 rates, the premium is $259 per month if you have 30 to 39 quarterly work 
credits. If you have less than 30 credits, the premium is $471 per month.



Part B — Medical insurance. Part B helps cover 
expenses related to: 

n Doctor visits, 

n Outpatient care, 

n  Preventive services (including screenings  
and vaccines), 

n X-rays,

n Lab tests, and

n  Certain equipment (including 
wheelchairs and walkers). 

In addition to annual deductibles and 
copays, there are monthly premiums, 
currently ranging from $148.50 to 
$504.90, depending on your income 
level reported on previous tax returns.

Part C — Medicare Advantage. A pri-
vate, all-in-one alternative to Original 
Medicare, Medicare Advantage 
“bundled” plans include Parts A, B 
and usually D. Many also offer extra 
benefits, such as dental, vision and hearing. 
Advantage plans often feature lower out-of-
pocket costs than Original Medicare, but they 
may require you to use in-network doctors and 
follow other rules.

Part D — Drug coverage. This add-on  
prescription drug coverage is available to  
those enrolled in Parts A and B, or in a 
Medicare Advantage plan that doesn’t cover 
prescription drugs.

Can you delay Medicare benefits?

If you or your spouse has qualifying group 
health plan coverage through an employer with 
at least 20 employees, you can delay Medicare 
enrollment without penalty. However, you must 
have documentation from the insurance com-
pany showing that you’re covered by a qualified 
group plan. 

Once employer coverage ends, you’ll have eight 
months to enroll in Medicare before penalties 
kick in. Many people with group coverage enroll 
in Part A — since it’s usually free — and delay 
Parts B and D. However, keep in mind that if 
you sign up for Part A you can’t continue mak-
ing pre-tax contributions to a health savings 
account. If you elect not to delay Medicare, 
then it serves as secondary insurance to your 
group coverage.

Those not covered by a qualified group plan 
should sign up for Medicare during the initial 
enrollment period or risk harsh penalties. The 
late enrollment penalty for Part B, for example, 
is a permanent 10% premium increase for each 
12-month period of delay. In other words, if you 
delay enrollment for five years, your Part B pre-
miums will be 50% higher.

Do your homework

As you approach age 65, research the costs 
and benefits associated with various coverage 
options, including delaying enrollment while 
you’re covered by a group plan. Depending on 
your anticipated health care costs, it may be 
wise to supplement Medicare with a Medigap 
policy. These private insurance policies help 
pay for costs not covered by Original Medicare, 
such as deductibles, copays and coinsurance. 
Your financial advisor can help you weigh 
Medicare decisions. n
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In recent years, the IRS has 
audited only about 0.5% of 
individual tax returns. But that’s 

probably going to change. President 
Biden and some legislators have 
pushed for increased IRS funding 
to help close the tax gap — the 
difference between what taxpayers 
owe and what they actually pay. 
In fact, several federal spending 
proposals rely on revenue recovered 
from unpaid taxes to avoid new  
tax increases. 

It’s still not clear which groups will 
be targeted. But the IRS has stated 
that historically, audit risk rises with income 
and that taxpayers with incomes higher than 
$10 million are much more likely to be audited 
than other taxpayers. Regardless of your tax 
bracket, be prepared to act if you receive a let-
ter from the IRS. Your response may determine 
whether the process is drawn-out and frustrat-
ing or relatively swift and painless.

Need to know

The IRS generally contacts taxpayers about an 
audit via U.S. mail or with a phone call and 
follow-up letter. Important: The IRS never uses 
email to notify taxpayers of pending audits. If 
you do receive an email, it’s likely an attempt 
to defraud you.

The upper right corner of the envelope you 
receive should include a number specifying  
the reason for the correspondence. For exam-
ple, Notice Number CP05A indicates that the 
IRS is examining your return and requires  
documentation. 

Your return may have been chosen for examina-
tion randomly, or because the IRS needs addi-
tional information from you. Even if the IRS 
suspects mistakes or misstatements, you should 
respond while remaining calm and cooperative.

Respond appropriately

Most IRS audit notices include a deadline by 
which you’re required to respond. With that and 
the focus of the audit in mind, begin gathering 
the information you’ll need to respond appro-
priately. This may include invoices, canceled 
checks and receipts, as well as your tax return 
for the year(s) in question. Make duplicates of 
any documents you’ll need to provide to the 
IRS, so you don’t hand over your only copy  
of a record. 

Although it’s critical to provide the information 
requested, you don’t want to offer additional 
records, such as tax returns from years falling 
outside the audit’s scope. Doing so may prompt 
more questions and a more extensive audit. 
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From time to time, public companies 
announce stock splits or reverse stock 
splits. If this happens to a stock you own, 

it’s important to understand what these terms 
mean and, perhaps more important, what they 
don’t mean.

Pieces of the pie

A stock split occurs when a public company 
divides its existing shares, resulting in a greater 
number of them. Typically, this is accomplished 
by exchanging each existing share for multiple 
shares of the same company’s stock.  

This process doesn’t change the company’s 
overall market capitalization, nor does it change 
the company’s value or an individual investor’s 
holdings. Rather, it increases the number of 
outstanding shares while proportionately reduc-
ing the price per share. 

Think of a company’s market cap as a pie — 
cutting the pie into smaller pieces doesn’t 
change the total amount of pie. Suppose, for 
example, a company has 5 million shares out-
standing, currently worth $10 per share, for a 
total market cap of $50 million. If the company 
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If a tax preparer helped with your return, contact 
that person. Your tax professional will likely know 
what information should be provided and how to 
answer questions appropriately, without inviting 
further investigation. The advisor also can review 
any documents you’re asked to sign — before you 
put pen to paper. This can be valuable whether 
you’re responding in person or via letter. Finally, 
having an expert on your side can limit the time 
and stress of the audit.  

Owing — or not owing — money

Most taxpayers being audited assume that the 
process will end with them owing money. In 
fact, audits often conclude with an individual’s 
tax liability remaining the same. And in some 
cases, the IRS ends its examination concluding 
that it owes money to the taxpayer, plus inter-
est. But if you do end up owing back taxes, how 
much should you expect to pay? The answer 
varies widely. Keep in mind that, in addition to 

the amount owed, you’ll be assessed interest 
and, potentially, penalties.

Although most audited taxpayers agree to  
any changes proposed by the IRS, you can 
appeal the decision through the IRS’s Appeals 
Office. Or you can take your case to court.  
IRS Publication 5, Your Appeal Rights and How 
To Prepare a Protest If You Disagree, explains 
your rights to appeal and the proper procedures 
to do so.

Best case scenarios

Of course, most audits don’t end up in court. 
Many, indeed, are correspondence audits in 
which you mail requested documents back to 
the IRS and respond to any follow-up questions. 
But if you’re concerned about IRS requests 
or disagree with the agency’s conclusion, get 
advice from a tax professional. n



facilitates a two-for-one (2:1) stock split, it 
ends up with 10 million shares worth $5 per 
share, but its market cap remains $50 million. 
Similarly, an individual investor who owns 500 
$10 shares of the company before the split will 
own 1,000 $5 shares after the split.

Reasoning behind it

Usually, when a company announces a stock 
split, it’s because management believes the 
stock price has gotten too high relative to its 
peers and that a lower price will boost liquid-
ity. Let’s say that two companies are otherwise 
comparable, but one’s stock is trading at  
$500 per share and the other’s is trading at 
$100 per share. Smaller investors may be more 
likely to invest in the company with the lower 
stock price. A stock split may also help draw 
attention to the company’s strong performance 
and signal management’s confidence in its 
future prospects.

Yet contrary to what some investors may believe, a 
stock split doesn’t increase the value of their hold-
ings overnight. As already noted, increasing the 
number of shares while proportionately reducing 
the price has no direct impact on value. However, 
it’s possible that a stock split will increase demand 
by highlighting the stock’s recent performance and 
making it visible to a new pool of investors. There’s 
no guarantee that a stock’s price will rise, and in 
fact, it might fall and you could lose the money 
you’ve invested. But stock splits can result in 
higher short-term prices.

Opposite direction

A reverse stock split is the opposite of a regular 
stock split. A company combines its existing 
shares into a smaller number of higher-priced 
shares. So, for example, if a company with  
10 million shares worth $2 per share undergoes 
a one-for-five (1:5) reverse stock split, it will 
end up with 2 million $10 shares. 

Like a regular split, a reverse split doesn’t 
directly affect the value of shares. But it may 
be a red flag that the company is struggling. 
That’s because public companies often conduct 
reverse stock splits when the price has dropped 
below a stock exchange’s minimum threshold 
and is at risk of being delisted. However, a 
reverse split isn’t always a bad sign. A company 
may, for instance, believe that increasing its 
share price will enhance its visibility among 
institutional investors.

Review the fundamentals

At base, stock splits and reverse stock splits are 
neither positive nor negative. But the reasons 
behind a company’s decision to split stock may 
be significant. If a company whose stock you 
own announces such a transaction, revisit the 
underlying fundamentals of the business and 
evaluate its future prospects. Your financial 
advisor can help you determine whether such 
securities belong in your investment portfolio 
given your situation and goals. n
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If you’re approaching retirement and your 
401(k) plan contains significant holdings in 
appreciated employer stock, you may be able 

to minimize taxes on that stock. The strategy, 
which takes advantage of the net unrealized 
appreciation (NUA) rules, isn’t right for every-
one in this situation. But it’s worth exploring 
before you start withdrawing funds from your 
401(k) plan or rolling them over into an IRA.

3 steps

Typically, distributions from 401(k) plans or 
traditional IRAs are taxable as ordinary income. 
But under the NUA rules, you can elect to defer 
taxes on the appreciation in value of employer 
stock until the shares are liquidated. At that 
time, appreciation may be taxable at favorable 
long-term capital gain rates. 

The rules are complicated, but in general,  
you should:

1.  Take a lump sum distribution of your entire 
401(k) account at a time when you’re eli-
gible due to separation from your employer, 
disability or reaching age 59½. You must 
receive actual shares of employer stock 
rather than their cash value.

2.  Move some or all of those shares to a taxable 
brokerage account, paying ordinary income 
tax on the stock’s cost basis when the stock 
is distributed to you. Tax on the shares’ net 
unrealized appreciation is deferred until you 
sell them.

3.  Roll over any other 401(k) assets into  
an IRA.

If executed carefully, this process can reduce 
taxes on the sale of employer stock. But for 
that to happen, the stock should be distributed 
at a time when you have little or no taxable 
income — for example, when you’ve first retired 
but haven’t yet begun to receive Social Security 
benefits, pensions and other income. Ideally, 
you would want to time the liquidation of your 
employer stock shares so that it makes the 
most of the 0% capital gains tax rate for lower 
tax brackets. 

But before you execute this strategy, think 
about the broader impact of moving funds 
into a taxable account — and the possible 
alternatives. You might, for example, benefit 
from options such as leaving the funds in your 
existing plan or transferring them into a new 
employer’s plan. Also consider fees, expenses, 
investment options and creditor protections.

Other ways to reduce risk

Holding a substantial amount of wealth in 
one company’s stock is risky. Also, changes in 
the tax law could reduce or eliminate benefits 
associated with the NUA strategy. Your tax or 
legal advisor can help you determine whether 
it makes sense given your situation, or whether 
there are other ways to reduce tax liability. n
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