2026 Medicare Income Planning

Part B and D Charges

The Medicare health care systemn is largely gowemment funded, but individuals pay premiums to participate in two portions of it

Medicare charges premiums fo paricipants in Medicars Part B, covering doctor visits, and Part D, the preseription drug benefit.
In 2026, the basic premium for Part B is 520280 per month. The premium for Part O varies by plan.

The standard premiums for these are increased by surcharges impozed on upper-income individuals, those with Modified
Adjusted Gross Income (MAGI) exceeding $108,000 on an individual return or §218,000 on a joint returm.

In 2026, the largast premium surcharges apphy to persans with MAGI of 500,000 or over on a single return or 750,000 ar
owver filing jointy.

The exira amount that higher-income individuzls must pay is called an Income Relaled Monthly Adjustmeni Amount {IRMAA).
The first five IRMAA tiers for Medicars premium surcharges are adjusted for inflation each year. This could result in reduced
Medicare premiums for some. The [RMAA tier for individuals earning £500,000 or more (or married couples with MAGI of
£750,000 or more) will not be adjusted until 2028.

Combination Chart - Parts B and D

2026 IRMAA MONTHLY SURCHARGES FOR MEDIGARE PART B AND PART D (Bazed on 2024 MAGI)
IRMAR Burcharge Total Pramium IRMAA Swrcharge | Totol of surchargas

Filing Single Maried filing joint Part Part B Purt I PariB & D
£1089,000 o le=z £218,000 or bazz 50.00 202,60 £0.00 50,00
Duar $109.000 1o 137,000 | Quar $218.000 12 $274.000 | 58120 | $2410 | §1450 | $65.70
Cvar $137.000 £2 $971,000 | Qvar 3274,000 10 3342000 | 520200 §405.80 $37.50 524040
var $171.000 to $205,000  Ovar $342000 50 $410.000 | 532460 | $527.50 | $60.40 | $385.00
Esuﬁaﬁlﬂf.ﬂﬂﬂ ba lezs than - Eﬁﬁ,ﬁhﬂm Bo bazs than £247 30 iﬂ'ﬂ-ﬂ.lﬂ 53330 152“.5']
500,00 and above $750,000 and above | s487.00 | $680.00 | 59100 | $578.00

IRMAA surcharges apply on a “clifi” basis. Reaching the first dollar of an IRMAA income level causes the full cormesponding
surchargs to apply to all premiums paid for the year.

Example:

If Bob has MAGI of a5 much as $108,000 ¢n his single retum, he'll owe no surcharge. But if his income reaches $109.001, then a
manthly surcharge of £81.20 for Part B plus §14.50 for Part D, or $95.70 total, will apply for all 12 maonths of the year. Bob's 1
of additional income increases premium cost by §1,148 .40 for the yvear.

Medicare Planning Points

Medicare premium surcharges are imposed on individuals with MAGI cver 109,000 on a single tax return or 218,000 on a joint
refurn.

2-Year Lookback

For IRMAA purposes, MAGI is defined as Adjusted Gross Incoms (AG1) plus tax-exempt interest and untaxed forsign incoms.
Medicare uzes the MAGI reported on the federal tax refurn from two years ago. For example, to dsterming whether someons will
pay higher premiums for 2028, Medicare uzes 2024 MAGI.

oimilarly, the tax return filed for 2026 will be used to calculate IRMAA surcharges for the year 2028.
RMD Effect
Address required minimum distribution (RMD} requiremnents well in advance of the required beginning date, explaining how

RMDs ars included in ingome for Medicars Part B and Part D cosis two years down the road. RMDs are not required from Roth
IRAz during the Roth IRA owner's lifetime.

Don't forget that this includes older bensficiaries who are also subject o RMDs on IRAs they have inheritad.
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Income Reduction Strategies

The key o reducing Medicare surcharges is o reduce MAGI. Items like itemized deductions won't do that. They only reduce
taxable incoms.

Check the tax return during the year to see if reported MAGH is near one of the threshold amounts. If income is close enough, plan
to realize income and deductions to kesp MAGI below the nearest threshald.

Roth Conversions
A Roth IRA conversion can be useful in minimizing future IRMAA surcharges as distributions from the Roth IR4 can be tax fres,
reducing MAGI.

To avoid a current incoms spike from a Roth conversion, consider making a series of partial converzions over a number of years
o avoid pushing income into higher tax brackets. This is a strategy that requires long-term advance planning.

For those in early retirement, conzider the benefit of converting before the conversion income wiould impact Medicare costs.

Corverting later may still be an effective strategy. A Roth conversion would negatively affect MAGI for Medicars purposes, but
only for one year. [t may make sense to take the hit in one vear in exchange for no RMD concerns in future years.

HEAs [Health Savings Accounis)

Younger people may want to consider funding a Health Savings Account (HSA) rather than an |RA if they have a choice. They can
make deductible HSA contributions in their working years, uze other funds to pay medical expensas, and then they can access
their H3A tax- and penalty-free to pay for qualified medical expenses in retirement. These distributions would not be included in
MAGI for Madicars purposes the way RMDs and other traditional IRA distributions are.

OCDz [Qualified Charitable Distributions)

Az a result of the tax law's increased standard deduction amounts, many are no longer deducting charitable contributions. OG0z
can help restors charitable tax benefits by having those OCDs excluded from income. The exclusion from income will help to avoid
Medicare pramium increasss.

With a QCD, an [RA owner [or bensficiary] who iz age 70% or over can transfer up to 111,000 [for 20268) annwally from their
IRA 10 a charity tax-fres.

A OCD can count fowards the BMD and iz not included in BMAGI for determining Medicare costs. Kesping the RMD amount out
of MAGI can result in big savings. This iz not the caze f an IRA owner takes their RMD and then donates to charity and claims a
charitable deduction [if they can at all). With that approach, the RMD would still be incleded in MAGI.

For those taking RMDs, consider how a QCD could help to save on Medicars costs.
Dther strategies that can be used to manage MAGI to minimize Medicare surcharges include:

= Timing investment gains and other income by accelerating them onto a tax return for 2 year before IRMAA calculations occur
or defarring them to a year when income is expecied to be lower and there may be offseiting lossas.

= [btaining spending funds from tax-fres sources. For instance, one may borrow against a life insurance policy rather than
take a taxable distribution from a retirement plan or use tax-free proceeds from the sale of a principal residence (a5 much as
£230,000, or £500,000 on 3 joint return).

= lsing a home equity conversion mortgage (HECM - reverse mortgage line of credit) to provide a source of tax-free funds with
ne corresponding mortgage payment expense, to keep income below the Medicare surcharge threshold amournts.

When Income Falls

I there has been a major life-changing event that results in a large reduction in MAGI, an individual may reguest to use their MAGI
for a more recent year. If an individual dizagrees with the decizion about their Medicare costs, they have the right to appeal.

Do this by subrnitting Form 55A-44, “Medicare income-Ralated Monthly Adjustment Amount - Life-Changing Event,” ta the Social
security Administration.

The end of employment is a qualifying “life-changing svent™ that should be considered for every client who refires at age 85 or
later. If an IRMAA surcharge will result from high salary income reported on a return filed two years 2arlier, but that salary no
longer exists, relief from the surcharge may be readily available.
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