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One problem faced by non-resident Americans when they turn 65 is that they cannot 
use Medicare for medical care outside the United States.1 
 
This paper briefly sets out some basics of Medicare and how it functions for non-
resident Americans; explains the Part B 10% late enrollment penalty surcharge for 
not signing up at age 65; and addresses the financial considerations an overseas 
American could take into account in deciding whether or not to sign up for Medicare 
Part B at age 65. 

1. The “A, B, C and D’s” of Medicare  
The U.S. Social Security/Medicare system - retirement benefits and medical care - is 
complex. Entitlement to Social Security retirement benefits is earned by ten years of 
contributions, and the amount of benefits one receives is somewhat proportional to 
the duration and amount of contributions one has made, as well as when one 
chooses the benefits to start. Medicare requires the same ten years of contributions, 
but the health care benefits usually start at age 65. Social Security eligibility and the 

 
1  The 50 states, the District of Columbia, Puerto Rico, the U.S. Virgin Islands, Guam, the 

Northern Mariana Islands, and American Samoa are considered part of the United States. 
Anywhere else is considered outside the U.S. There are very limited instances of coverage 
outside the U.S. For example, if the foreign hospital is closer than the nearest U.S. hospital 
that can treat you or if you are on a cruise ship no more than 6 hours away from a U.S. port. 
See https://www.medicare.gov/publications/11037-medicare-coverage-outside-the-united-
states.pdf 
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basic benefit amount are primarily based on your earnings record. Treatment under 
Medicare is not, but higher-income beneficiaries pay additional premiums. 

a. Part A: Coverage for inpatient hospitalization, skilled nursing 
facility stays, home health care, and hospice care 

Part A covers the hospital/facility services associated with an inpatient stay, but not 
doctor’s fees.2 Your hospital status, whether you're an inpatient or an outpatient, 
affects how much you pay for hospital services.3 
 
Everybody who contributes to Medicare (1.45% of earnings for an employee, 1.45% 
for an employer), or whose spouse has contributed to Medicare, for ten years (40 
credits) is eligible for Part A, premium-free, at age 65. You will automatically be 
enrolled in Part A if you start drawing Social Security retirement benefits at age 65. If 
you decide to start your Social Security benefits at a later age, you should sign up at 
age 65 for premium-free Part A.  
 
Those who do not have 40 credits can purchase Part A and pay monthly premiums, 
but only if they live in the U.S. If an individual did not enroll in premium Part A when 
first eligible, they may have to pay a higher monthly premium if they decide to enroll 
later. In 2026, Part A costs up to $565 a month, depending on the number of credits 
one has.  

b. Part B: Coverage of physicians and other medical non-
hospital expenses 

Part B generally covers doctors' professional services, including those provided 
during an inpatient stay.4  
 
Part B coverage is voluntary and requires payment of a premium. For 2026, the Part 
B base premium is $202.90. U.S. residents are generally automatically enrolled but 
may decline it; people living abroad must enroll. You become eligible to sign up for 
Part B in the 3 months before you turn 65 and in the 3 months after the month in 
which you turn 65 (the Initial Enrollment Period).  If you delay enrollment beyond 
your Initial Enrollment Period, and don't qualify for a Special Enrollment Period, you 

 
2  See these websites for details: https://www.medicare.gov/providers-services/original-

medicare/part-a and https://www.medicare.gov/publications/11408-hospital-benefits-getting-
started.pdf 

3  https://www.medicare.gov/coverage/inpatient-hospital-care/inpatient-outpatient-status 
4  See these websites for details: https://www.medicare.gov/providers-services/original-

medicare/part-b and https://www.medicare.gov/coverage/doctor-other-health-care-provider-
services. 

https://www.medicare.gov/providers-services/original-medicare/part-a
https://www.medicare.gov/providers-services/original-medicare/part-a
https://www.medicare.gov/publications/11408-hospital-benefits-getting-started.pdf
https://www.medicare.gov/publications/11408-hospital-benefits-getting-started.pdf
https://www.medicare.gov/coverage/inpatient-hospital-care/inpatient-outpatient-status
https://www.medicare.gov/providers-services/original-medicare/part-b
https://www.medicare.gov/providers-services/original-medicare/part-b
https://www.medicare.gov/coverage/doctor-other-health-care-provider-services
https://www.medicare.gov/coverage/doctor-other-health-care-provider-services
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will have to wait until a General Enrollment Period in January-March. In that case 
you will be subject to a penalty of 10% in increased premiums for each full 12 
months you could have signed up for Part B but didn’t. Once assessed, the penalty 
remains in effect for as long as you have Part B coverage. There is no cap on the 
Part B penalty, so there is no maximum limit to how high the penalty can go.  
 
However, there are exceptions for those with “qualifying coverage”5 after age 65.  
The Part B penalty and its exceptions will be discussed at length later in this paper. 

c. Part C: Medicare Advantage Plans 
Medicare Advantage plans are an alternative way to receive your Medicare benefits. 
Advantage plans are run by insurance companies under Medicare rules. Instead of 
getting your Medicare coverage directly from the federal government you enroll in a 
private insurer that contracts with Medicare. The companies receive an annual 
amount per subscriber, from which they cover medical costs. Subscribers must be 
enrolled in Parts A and B to enroll in an Advantage plan and pay the Part B premium 
amount, and sometimes more, based upon coverage details. Advantage is not 
available to Americans who reside abroad because Advantage plans have defined 
U.S. service areas, and do not operate overseas.. If you move back to the U.S. after 
living abroad, you can join an Advantage plan during a Special Enrollment Period 
lasting through the end of the second month after the month you return. Advantage 
plans have coverage, benefits, copayments, deductibles and spending limits different 
than “original” Medicare. 

d. Part D: Drugs 
Prescription drug coverage is also offered under Medicare rules by private insurance 
companies and other private companies approved by Medicare. It is generally only 
available to people who live in the service area of the Part D plan (i.e., in the U.S.).  
Part D has a permanent premium surcharge, 1% per month of delay after the end of 
the Initial Enrollment Period upon attaining age 65, when not subscribed by someone 
without other “creditable” coverage.6  However, this penalty does not apply to 
Americans who do not reside in a Part D plan's service area, because they are not 
eligible to sign up for Part D. That means that your time living abroad would be 
excluded from the calculation of any penalty for failing to enroll in Part D.  After 

 
5  Many also use the term “creditable coverage.” 
6  The late enrollment penalty is calculated by multiplying 1% of the “national base beneficiary 

premium” ($38.99 in 2026) by the number of full, uncovered months that you were eligible but 
didn’t enroll in Medicare drug coverage and went without other creditable prescription drug 
coverage. 
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returning to the United States, you have a Special Enrollment Period to enroll in a 
Part D plan through the end of the second month after the month you return. If you 
go 63 days or more without Part D or other creditable prescription drug coverage, 
you would start to incur this Part D late-enrollment penalty.  
 
This differs from the Part B penalty regime because, unlike Part B, overseas 
Americans couldn’t sign up for Part D even if they wanted to. 

2. How Are Parts A and B Financed? 
Medicare is financed by two trust funds: Part A by the Hospital Insurance (HI) trust 
fund and Part B by the Supplementary Medical Insurance (SMI) trust fund.  

a. Part A Financing 
Medicare Part A financing operates very much like that of Social Security retirement 
benefits. Money from the 2.9% Medicare payroll tax (1.45% paid by employees + 
1.45% paid by employers) goes to the HI Trust Fund and is the main source of 
funding for Part A benefits. Today's workers help finance the hospital costs of today's 
retirees, just as future workers will help finance their own generation's benefits. This 
is why most people pay no monthly premium for Part A: they have earned this 
coverage through their work and payment of Medicare taxes. People pay Medicare 
taxes in today's dollars, while the hospital costs they incur in retirement will generally 
be higher because of inflation. 
 
Most of the remaining funding for Part A comes from income taxes paid on Social 
Security benefits and from Part A premiums paid by people who aren't eligible for 
premium-free Part A (i.e., those who worked less than 10 years in the U.S.). 

b. Part B Financing 
The Part B SMI trust fund funding is different. Unlike Part A, retirees contribute to 
Part B concurrently with their receipt of medical care benefits. The SMI trust fund is 
financed through a combination of general revenues, which are primarily raised 
through federal income taxes and other government taxes (about 73-75%), these 
premiums paid by beneficiaries (about 22-25%) and state payments, interest and 
other sources (about 3-5%). 

3. Do Overseas Americans Benefit from Medicare? 
These two examples show how residence and contributions translate into a very 
different Medicare benefit. 
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a. Example One:  Working Career Overseas – Retirement in the 
United States 

Stanley enters the U.S. labor market at age 20 and works for 10 years. Stanley 
leaves the U.S. at age 30 to live abroad, then returns back to live in the U.S. at age 
65.    
 
Part A: For 10 years Stanley contributed to Medicare Part A via the 1.45% payroll 
deduction. Despite making no further contributions for 35 years (and also not 
generating a matching 1.45% from employers), Stanley is fully eligible for premium-
free Part A coverage of hospital costs because he has 10 years (40 quarters) of 
covered employment. 
 
Part B: One does not contribute to Part B until coverage actually begins, usually at 
age 65. As mentioned above, income and other taxes subsidize most of Part B 
costs. Stanley, who spent 35 years abroad, may have paid little or no U.S. taxes 
during his time abroad, given the foreign earned income exclusion and depending 
upon his unearned income. This has no effect on Part B eligibility, which is available 
once eligibility for premium-free Part A is satisfied. So, Stanley can enroll in Part B. 

b. Example Two: Working Career in the United States – 
Retirement Overseas 

Stella enters the U.S. labor market at age 20 and works her entire career in the U.S., 
retiring abroad at age 65.  
 
Part A:  Despite paying the Medicare Part A 1.45% payroll tax during her entire 
working lifetime, Stella will not be able to benefit from Part A outside the U.S.  
 
Part B:  Despite paying the taxes that support Part B during her entire working 
lifetime, Stella will not be able to benefit from Part B outside the U.S.  In addition, 
Stella would have to pay the Part B 10% annual penalty per 12 months of delay if 
she moves back to the United States later in retirement if she had not signed up for 
Part B while outside the U.S. 

c. Different Paths, Different Outcomes 
We have shown examples at the extremes (Stanley’s entire career abroad after the 
10-year minimum in the U.S. and Stella’s entire career in the U.S. with retirement 
abroad) to show the wide spectrum of how living abroad affects one’s Medicare 
benefits. Most people, however, fall in between. 
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Because he has moved back to retire in the U.S. after a long time away, Stanley will 
have benefited more than from what he has put into the system.  
 
And, because she has moved overseas in retirement, Stella will not have benefited 
from contributing to the system.  She will not receive Medicare abroad and, as 
mentioned above, Stella will have to pay the Part B 10% annual penalty if she does 
not sign up for Part B at age 65 and then later moves back to the U.S.  
 
Stella’s case exemplifies why AARO advocates for Medicare coverage overseas as 
well as an exemption from the Part B 10% late enrollment penalty for Americans 
abroad who are covered under national health care programs.  

4. The Part B Late Enrollment Penalty 
a. Why is There a Part B Penalty?  

Medicare functions most effectively when it maintains a balanced risk pool of both 
healthy and less healthy participants. Consumption of medical services generally 
increases with age, but the Part B premium does not; everyone pays the same 
amount. Without the penalty, healthy individuals might delay enrollment until they 
develop health problems, so the penalty incentivizes healthier individuals to join 
earlier. When younger, healthier beneficiaries participate alongside those who have 
more significant health concerns, the overall cost of providing care is more stable 
and is balanced across the Medicare system. If people don’t begin contributing at 
age 65, when they are relatively low consumers, and thereby “subsidize” the more 
elderly, the system would not be sustainable.    

a. Proposed Legislation to Change the Penalty 
Legislation was introduced in Congress in 20197 and in 20238 to cap the Part B 
penalty and expand protections for people who have health insurance coverage 
other than through current employment. The bills would have excluded periods of 
COBRA and retiree group health coverage from the late-enrollment penalty – a 
significant expansion. From the perspective of Americans living overseas, however, 
the bills did not clearly extend the protection to foreign national health systems such 
as France's Assurance Maladie.  

 
7  H.R. 1788, introduced in 2019, in the 116th Congress, by Katie Hill (D. CA). See 

https://www.congress.gov/bill/116th-congress/house-bill/1788/all-info. 
8  H.R. 6490, introduced in 2023, in the 118th Congress, by Katie Porter (D. CA). See 

https://www.congress.gov/bill/118th-congress/house-bill/6490. 

https://www.congress.gov/116/bills/hr1788/BILLS-116hr1788ih.pdf
https://www.congress.gov/bill/116th-congress/house-bill/1788/all-info
https://www.congress.gov/118/bills/hr6490/BILLS-118hr6490ih.pdf
https://www.congress.gov/bill/118th-congress/house-bill/6490
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Each bill would have increased the penalty from 10% to 15%, but limited it to a period 
equal to twice the number of years of delayed enrollment. So, the legislation would 
have expanded the pool of people protected from the penalty and, for those still 
subject to a penalty, would have benefitted those who delayed enrollment for a 
relatively short period (because of the cap on years).  The longer someone delayed 
enrollment, however, the less advantageous the proposal would have been (because 
of the higher penalty rate). Neither bill was enacted. 
 

5. Can You Avoid the Part B Penalty? 
a.  No Penalty if Qualifying Coverage  

Generally, you won’t have to pay a Part B penalty if you have qualifying coverage. 
Qualifying coverage consists of Group Health Plan9 coverage based on your own, or 
your spouse’s, current employment.10 
 
Coverage by a sponsoring organization of voluntary service which remunerates the 
voluntary service, such as AmeriCorps (which includes VISTA, the National Civilian 
Community Corps, State and National volunteers) and Peace Corps also qualify for 
an exception. A few other exceptions allow individuals to enroll without a penalty, but 
only for a limited period.11 
 
The following are not qualifying coverage: 
 

• COBRA (Consolidated Omnibus Budget Reconciliation Act)  
• Retiree health coverage  
• VA (Veterans Affairs) health coverage 

 
9  A Group Health Plan (GHP) is any plan of an employer to provide health benefits or medical 

care to current or former employees, the employer, or families. A GHP can be of any size. 
Some online sources state that a GHP must have 20 or more employees, but this applies to 
Medicare Secondary Payer rules, not to qualifying coverage. A GHP does not include plans 
unavailable to employees; e.g., a plan that only covers self-employed individuals. A self-
employed person covered by a foreign national health plan could have the Medicare late-
enrollment penalty waived if the plan qualifies as a GHP based on current employment. See 
https://secure.ssa.gov/apps10/poms.nsf/lnx/0600805266. 

10  Another exception exists for those who enroll in a Medicare Savings Program. This does not 
apply to Americans living overseas because MSPs are state-administered programs whose 
eligibility generally requires residence in a U.S. state or the District of Columbia. 

11  Examples include incarceration, misinformation from an employer or group health plan, 
natural disasters, and other circumstances beyond the individual's control. 

https://secure.ssa.gov/apps10/poms.nsf/lnx/0600805266
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• Individual health coverage (such as through the Health Insurance 
Marketplace - ACA) 

• Tricare12 
• Federal Employee Health Benefits (FEHB) if you are no longer working 
• A foreign country’s health care program (such as the French Assurance 

Maladie) if you are not employed 
 

If you lose your qualifying coverage, the clock begins to tick. You will be able to sign 
up for Part B during a Special Enrollment Period, which is an eight-month window 
beginning when your qualifying coverage ends. If you do not enroll during this period, 
you will have to pay the Part B penalty for each full 12 months you wait beyond the 
date the Special Enrollment Period began. Complying with this timing is complex, so 
you should contact the Federal Benefits Unit (FBU) at your local Consulate if you 
have questions. 

b. Overseas Americans and Qualifying Coverage 
Receiving health care coverage from the public national health system of the country 
where you live would be considered qualifying coverage only if you are still working.   
 
With respect to France, the FBU has informed us that Americans who have 
supplementary medical coverage from a private insurance company (mutuelle) as 
part of their employment in France at age 65 or later would not be penalized for late 
enrollment when they later retire and seek enrollment in Part B. A non-working 
spouse may likewise benefit from this interpretation if she/he is covered by the 
working spouse’s mutuelle. Please note, however, that this interpretation may not 
apply outside France, since mutuelles in France are private/semi-private entities and 
supplementary insurance in other countries may not be comparable.    

c. Special Situation: Those with Less than 40 Quarters 
People who are not eligible for premium-free Part A because neither they or their 
spouse has paid Medicare taxes for at least 40 quarters cannot enroll in Medicare 
while living outside of the United States. Part B eligibility begins only when they 
establish U.S. residence. So, the time living abroad does not count toward the Part B 
penalty, regardless of how long they lived abroad or how many years have passed 
since they turned 65. However, when they go back to the United States, they must 
enroll during the Initial Enrollment Period to avoid the penalty. 

 
12  If you're a retiree with TRICARE For Life, you generally must enroll in both Medicare Part A 

and Part B to keep TRICARE For Life, so TRICARE is not a substitute that lets you postpone 
Part B. 
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d. The Rules Are Complex: Protect Yourself 
You should contact the FBU at your local Consulate well before you turn 65 to get 
written confirmation that your health care insurance would be considered qualifying 
coverage.  
 
The rules are complex even for the SSA. According to a March 2026 audit report by 
the Office of Inspector General (OIG),13 SSA made significant errors in applying the 
Part B late-enrollment penalty, resulting in millions of dollars in penalties that were 
either improperly assessed or not assessed when they should have been.14 The OIG 
also found that SSA’s Medicare enrollment notices did not clearly explain the Part B 
late enrollment penalty. 
 
If you think you have qualifying coverage, document that coverage carefully for 
future proof.   

6. Should You Sign Up for Part B at Age 65? 
a. Returning to the U.S. in the Long Term – Calculating the 

Penalty 
If you know that you will not have qualifying coverage at age 65, the question is 
whether it makes sense to sign up for Part B and pay the premium, even though 
Medicare will not cover your health needs overseas.   
 
One could sign up for and pay for Part B while living abroad, use it during short or 
extended stays in the U.S. (family visits, etc.), and avoid the penalty. This would be 
especially important if you think that you may eventually return to the U.S. on a more 
permanent basis. 
 
To decide whether or not to sign up for Part B, you must evaluate the likelihood of 
your returning to the United States, for how long, and when. You could move back 

 
13  Audit Report, Medicare Part B Premium Penalties, dated March 31, 2026. 
14  Based on a random sample of 200 beneficiaries in 2023 and 2024, the OIG determined that 

SSA employees did not accurately process 12% of beneficiaries’ applications. Based on the 
sample, OIG estimated that 12,000 beneficiaries were affected, resulting in SSA’s systems 
improperly assessing about $12 million in Part B premium penalties, about $2 million that 
should have been assessed but were not, and $10 million that were assessed but should not 
have been. These errors occurred because SSA employees did not consider Group Health 
Plan coverage, the impact of U.S. residency and lawful presence start dates on Initial 
Enrollment Period determinations, deemed enrollment, Exceptional Conditions, Special 
Enrollment Periods, and equitable relief. 

https://oig.ssa.gov/assets/uploads/072402.pdf
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for many reasons:  Maybe you had always planned on retiring in the U.S. after a 
career abroad (like Stanley, above); maybe you will suffer unplanned changes in 
your life abroad (such as death of a spouse), prompting you to move back; maybe 
you will develop health issues that require support of Stateside family members; or 
Stateside family members (such as aging parents) may become ill and require your 
support; and so on.  
 
So, we address below the concept of the “break-even” age, which may be helpful in 
deciding whether or not to sign up for Medicate Part B at age 65.  

b. Scenarios 
Let’s assume that the monthly Part B premium is $20315 and that it never 
increases.16  Let’s also assume that you return to live in the U.S. at age 70. 
 
Scenario One – Sign up at 65: If you decide to pay for Part B at age 65 while living 
overseas, you would have paid a total of $12,18017 by the time you turn age 70.  For 
that cost, you would be covered by Medicare only during your occasional trips to the 
U.S. during those 5 years, but after your permanent return you would continue to pay 
$203/month. 
 
Scenario Two – Delay for 5 Years: If you instead decide to sign up only when you 
return to the U.S. at age 70, you will have saved that $12,180 by not paying 
Medicare premiums for those 5 years.  Your monthly premium at age 70 would be 
$304.50/month ($203 base premium + 50% penalty18 of $101.50).  After 10 years of 
paying for Medicare at this higher amount, at age 80, you will have paid $12,180 in 
Part B penalties19 – therefore, by that time you will have spent the amount you had 
saved by not signing up for Medicare Part B at age 65.  
 
In other words, under these assumptions, the break-even age would be about age 
80: The extra you would pay commencing at age 70 would, by age 80, add up to the 
amount you saved.  If you live beyond age 80, you would continue to pay this penalty 
and ultimately pay more overall for Medicare Part B.  But, if you die before age 80 
you would have paid less overall.  
 

 
15  We have rounded up the 2026 Part B base premium of $202.90 for purposes of simplicity.    
16  We assume this for simplicity – the Part B premiums will of course go up due to inflation.  
17  $203 premium/month x 12 months = $2436. $2436 x 5 years = $12,180. 
18  10% penalty for each year multiplied by 5 years = a 50% penalty at time of signup. 
19  $101.50/month penalty x 12 months x 10 years. 
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We have assumed fixed premiums in our example to explain the concept, but Part B 
premiums will certainly increase in the real world. The dollar amount of the delayed 
enrollment penalties will also rise as they will be based upon the (higher) premium 
for the year in which you sign up. This changes the break-even age. For example, 
our modelling shows an earlier break-even age, closer to 9 years, instead of 10, if 
you delay Part B for 5 years with premiums increasing 2% per annum. 
 
Details aside, the general message is that, if you wait until sometime after age 65 to 
sign up for Part B, it would take a number of years after that signup year to hit your 
personal break-even age, after which you will have overtaken the savings made by 
not having paid for Part B at age 65. At your personal break-even age, you will start 
to pay more into the system than you gained. Put another way, if you die before you 
reach your break-even age, you would have “beat the system.” If you live longer, you 
would have paid more into the system – with the upside that your additional 
contributions would help sustain others. 
 
Anticipating your longevity is a difficult exercise but is an important part of the 
decision-making process. In making this decision you should take your overall health 
into account. Do you have any serious or chronic illnesses that could affect your 
longevity? You should also take into account the costs to be incurred if you visit the 
United States during the time you have not signed up for Medicare. You would likely 
either pay for separate insurance or incur out of pocket medical costs if you become 
ill. 
 
Scenario Three – High Income Individuals:  For people with high incomes, such 
as from investments or capital gains, the situation is quite different. They pay a 
supplemental monthly amount for Part B coverage, called IRMAA (Income-Related 
Monthly Adjustment Amount). IRMAA currently affects roughly 8% of people with 
Medicare Part B. In 2026, IRMAA kicks in at a $109,000 income for singles and at 
$218,000 for couples.  The amount of IRMAA increases with income.   
 
The 10% penalty per year of delayed enrollment applies only to the standard Part B 
premium, not to the IRMAA charge. Once you are in an IRMAA income bracket, the 
more you make, the later the break-even age, because only part of your total 
premium would be subject to the 10% penalty, meaning you would save more by not 
paying IRMAA right away.   
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c. Returning to the U.S. for Short Term Visits 
If you truly believe that you will never move back to the United States, the 
considerations are different, and possibly easier. You have to realistically imagine 
how often and for how long you might visit the U.S. and how to insure yourself during 
those visits. If you go back frequently, to spend time with family or for other reasons, 
these visits could amount to several months a year. If you qualify for premium-free 
Part A, you will have some coverage during these visits, but Part A alone does not 
cover doctors’ services or most outpatient care. You will need to consider how to 
cover those costs. In that case, paying for Medicare commencing at age 65 may 
make sense. 
 
Those who do not choose Part B should consider the need to buy travel insurance 
when they travel back to the United States. It is likely that pre-existing conditions will 
not be covered, so you need to read such policies carefully to see how those 
conditions are defined. Also, keep in mind that, as you age, the more likely you will 
have medical needs, the higher the travel insurance premiums will be, and the lower 
the maximum coverage may be. There may also be an age cap. 
 
Some prefer to go back to the United States expressly for health care. That depends 
on your perceptions of the health care services and costs in your resident country 
and how far away from the U.S. you live. In that case, of course, you should sign up 
for Part B at age 65. Remember, however, that Part B requires you to pay 20% of 
the Medicare-approved amount for covered services after the Part B deductible. 
People living in the U.S. often purchase Medigap or have other secondary coverage, 
such as employer or retiree coverage, to help cover these costs. Overseas 
Americans have fewer options if they have no U.S. state of residence and therefore 
cannot readily obtain a Medigap policy, or if they do not have such secondary 
coverage. 
 
If you go to the United States only occasionally, whether or not you have Medicare, 
AARO’s Health Plan could be an option for you.  AARO’s Health Plan covers up to 
30 days a year in the United States. Please see here for more information and for 
the terms and conditions of the AARO Health Plan. 

7. Conclusion  
Deciding whether to enroll in Medicare Part B at age 65 is not easy. It requires you to 
consider not only how long you may live, but also where you expect to live in your 
golden years and what your health-care needs may be — all difficult, if not 

https://aaro.org/health-insurance/health-insurance-plan
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impossible, to predict. We hope this paper provides useful guidance as you weigh 
this important decision.20 

8. AARO’s Advocacy  
Part B Penalty:  AARO advocates for a narrowly tailored additional exception to 
the 10% late enrollment penalty for Americans residing abroad who are covered by a 
comprehensive national health care system.  
 
The rationale for the Part B 10% penalty is to discourage individuals from remaining 
uninsured and then enrolling only after they develop costly medical conditions. That 
concern does not apply to Americans living in countries with comprehensive national 
health care systems, who have no incentive “game the system” by delaying 
enrollment. Suspending the penalty while they remain covered abroad would 
preserve the integrity of Medicare's risk-pooling objectives while eliminating an 
inequitable burden on Americans who have no practical need or ability to use Part B 
until or if they return to the United States.  
 
AARO’s proposal would build on an aspect of the proposed legislation mentioned 
earlier21 that sought to modify the Part B late-enrollment penalty. Those bills’ authors 
recognized that having other meaningful health coverage can justify relief from the 
penalty and, so, the bills excluded periods of COBRA, retiree, and VA coverage from 
the late enrollment penalty. AARO's proposal would extend the same principle one 
step further – to Americans living abroad who have comprehensive national health 
coverage. 
  
Demonstration Programs:  AARO has long advocated for making Medicare 
benefits portable for Americans living overseas. Two bills22 introduced in the 118th 
Congress would have established demonstration programs to evaluate international 

 
20  The information in this paper is provided as a service to members and others to help inform 

and educate. This paper is not intended to be, and should not be construed as, professional 
advice or recommendations.  AARO hopes that this paper will serve as a useful instrument for 
planning choices with respect to Medicare, but AARO is not responsible for any decision or 
action taken by readers based on the information herein. 

21  H.R. 1788, see https://www.congress.gov/bill/116th-congress/house-bill/1788/all-info, and 
H.R. 6490, see https://www.congress.gov/bill/118th-congress/house-bill/6490. 

22  H.R. 5299, the “Earned Benefits Equality and Family Reunification Act,” sponsored by Rep. 
Adriano Espaillat (D. NY), to establish a 10-year demonstration program in 10 countries for 
international coverage under the Medicare program. H.R. 7442, the “Philippine Medicare 
Portability Study Act,” sponsored by James C. Moylan (R. GU At Large), to require a study to 
assess the feasibility and financial effects of expanding coverage under Medicare to items 
and services furnished in 12 countries, including the Philippines.  

https://www.congress.gov/bill/116th-congress/house-bill/1788/all-info
https://www.congress.gov/118/bills/hr6490/BILLS-118hr6490ih.pdf
https://www.congress.gov/bill/118th-congress/house-bill/6490
https://www.congress.gov/bill/118th-congress/house-bill/5299
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Medicare coverage. Although these bills expired in January 2025, one has been 
reintroduced in the 119th Congress23 and work is underway to reintroduce the other.24  
 
While these proposals would not provide comprehensive Medicare coverage to all 
Americans living abroad, nor address the Part B 10% late enrollment penalty, AARO 
has supported their enactment. Demonstration programs are a prudent way to 
evaluate whether limited international coverage can improve beneficiaries' access to 
care while maintaining program integrity and controlling costs. By collecting data on 
utilization, costs, health outcomes, and administrative feasibility, they would provide 
Congress with the evidence needed to determine whether broader Medicare 
portability is practical and financially sustainable. AARO views these demonstration 
programs as a first step toward adapting Medicare to better serve an increasingly 
global American population. 
 
Americans who have contributed to Medicare through payroll and other taxes should 
not be denied access to the Medicare benefits for which they are otherwise eligible, 
or subjected to a Part B late-enrollment penalty, simply because they reside outside 
the United States. 
___________ 
 
The Association of Americans Resident Overseas (AARO) researches issues that 
significantly affect the lives of overseas Americans and keeps its members informed 
on these issues. Founded in 1973 and headquartered in Paris, AARO is a global, 
non-profit, non-partisan, volunteer association with members in over 45 countries. 
For more information, please email us at aaronews@aaro.org 
 
Copyright © 2026 by The Association of Americans Resident Overseas. All rights 
reserved. Quotations and citations are welcome with attribution to the Association of 
Americans Resident Overseas: https://aaro.org 

 
 

 
23  H.R. 9054, the “Earned Benefits Equality and Family Reunification Act,” sponsored by Rep. 

Adriano Espaillat (D. NY), to establish a 10-year demonstration program in 10 countries for 
international coverage under the Medicare program. 

24  See https://www.usmedicareph.org/. 

mailto:aaronews@aaro.org
https://aaro.org/
https://www.congress.gov/bill/119th-congress/house-bill/9054
https://www.usmedicareph.org/

