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Today’s Presenter

• Lawrence Pon is a certified public accountant, personal financial 
specialist, certified financial planner, enrolled agent, United 
States Tax Court practitioner and accredited estate planner in 
Redwood Shores, CA

• Mr. Pon has been in practice since 1986 and a national 
professional tax speaker to tax professionals and financial 
planners

• Mr. Pon teaches Income Tax at College of San Mateo

• Mr. Pon received his BS in Business Administration from UC Berkeley 
and MS in Taxation from Golden Gate University in San Francisco
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IRMAA:
What Financial Advisors Should Know

About Medicare Premiums

•What is IRMAA

•Appealing IRMAA

•How to manage IRMAA
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Medicare

•Part A coverage
•Paid by FICA taxes

•Parts B and D
•Determined by income level

•Part C
•Private company
•Medicare advantage
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Medicare Premiums

•2026 Part B Premium = $202.90/mo.
•$185/mo. for 2025
•Apply to all beneficiaries
•Whether opted for original Medicare or 

Medicare Advantage
• IRMAA applies even if elect Medicare 
Advantage
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Medicare Premiums

•Medicare enrollment increased by 109,118 as of June 
2023 since the prior Centers for Medicare & Medicaid 
Services (CMS) report

•5.2 million are paying IRMAA
• IRMAA = $13.4 billion

•Medicare premiums deducted from Social Security 
payments
•Delay Social Security
•Billed for premiums
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Medicare Part A

•Premium-free Part A hospital insurance
•40 Social Security credits
•10 years of paying FICA taxes

•> 30 credits
•Premium = $311/month

•<30 credits
•Premium = $565/month
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Medicare Part A

•Deductibles
•$1,736 for each time admitted to the hospital 

per benefit period

•Copayments
•Days 1-60: $0 after deductible
•Days 61-90: $434 each day
•Days 91-150: $868 each day while using 60 

lifetime reserve days
•After day 150: Pay all costs
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IRMAA

• Income-related monthly adjusted amount
• Inflation-adjusted surcharges on parts B and D of 

Medicare

•Started in 2007 as part of the Medicare Prescription 
Drug, Improvement, and Modernization Act of 2003
• IRMAA rates are determined by tax return information 

from two years prior
•2027 Medicare premiums based on 2025 tax 

returns
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IRMAA

•Unlike tax calculation
•Marginal income tax rate
• If bumped into the next higher tax bracket
•Only dollars of income over limit are tax at 
the higher rate

• IRMAA brackets are a cliff
•Make one dollar over the bracket threshold
•Pay that bracket’s IRMAA

© Larry Pon, CPA/PFS, CFP, EA, USTCP, AEP 20



IRMAA Example

• Single Medicare recipient with MAGI of $171,000
•Pay Part B monthly IRMAA of $202.90
•One dollar more
• IRMAA = $324.60
•$121.70 increase ($1,460.40 per year)

•MAGI of 2025 determines Medicare premiums for 
2027

•MAGI of 2026 determines Medicare premiums for 
2028
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MAGI

•Modified adjusted gross income
•Federal adjusted gross income
•Plus
•Tax-exempt interest income 

reported on Line 2a of Form 1040
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SSA-44
• Redetermination

• If income will be significantly lower going forward compared to 
previous year

• Life-changing event
• Reduction of income

• Appeal IRMAA determination

• Retirement
• Work reduction

• Death of a spouse

• Divorce 
• Not qualifying

• Large capital gain from sale of home
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Life-Changing Events

• Death of spouse

• Marriage

• Divorce or annulment

• You or your spouse stopping work or reducing number of hours 
of work

• Involuntary loss of income-producing property due to natural 
disaster, disaster, fraud or other circumstances

• Loss of pension

• Receipt of settlement payment from a current or former 
employer due to the employer’s closure or bankruptcy
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Example of Life-Changing Event

• In 2023, Joe was a highly paid executive

• Joe retired in January 2024
• Income drops considerably
• Social Security will see this drop after he files his 2024 tax 

return in 2025

• Files Form SSA-44: Life-changing event form with Social Security
• Identifies work stoppage as his event

• Provides evidence
• Paystub
• Retirement letter from company
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Not Life-Changing Event

•Sale of home
•Not a qualifying event

•Required minimum distributions
•Roth conversions

•Capital gains
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Not Sure?

•Apply anyway

• Example
•Medicare recipient faced higher IRMAA due to sale 

of second home
•Raise funds to pay medical bills for a gravely ill 

spouse
•Provided SS with copies of the bills and diagnoses

• Facts and circumstances

•Amended tax returns
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Strategies to Reduce IRMAA

•Qualified charitable distribution

•Tax-loss harvesting

•Roth conversions before age 63

© Larry Pon, CPA/PFS, CFP, EA, USTCP, AEP 50



#



#



#



What Does Not Raise IRMAA

•Distributions from HSAs

•Roth IRA withdrawals

•Reverse mortgage

•Life insurance loans
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IRMAA Triggers

•Deferring income
•Deferred compensation plans

•Roth conversions

•Stock options

•Sales of assets
•Sale of home
•Sale of business
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IRMAA Solvers

•Manage allowable expenses and 
deductions
•Schedule C
•Schedule E
•Deductible traditional IRA 
contributions
•Defined benefit plan contributions
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Portfolio Income

•Two investment portfolio strategies
•Same after-tax return and similar risk 
profile
•Portfolio A generates less taxable income 
than Portfolio B
•Portfolio B may result in a higher IRMAA 
surcharge

© Larry Pon, CPA/PFS, CFP, EA, USTCP, AEP 57



Qualified Charitable Distribution (QCD)

• IRMAA based on MAGI

•Deductions do not impact the calculation

•Schedule A charitable deduction vs. QCD
•Same tax result
•QCD lowers MAGI
•Reduce IRMAA surcharges

•QCD fulfills RMD requirement

© Larry Pon, CPA/PFS, CFP, EA, USTCP, AEP 58



QCD
• Example

• Married couple with MAGI above $258,000 in 2022.
• IRMAA charges for Medicare Part B for 2024 = $4,193

• IRMAA Part B Surcharge if MAGI > $258,000 = $174.70
• $174.70 X 12 = $2096.40 X 2 = $4,193

• If made QCDs to get their income below $258,000 threshold 
instead of taking RMD
• Save $4,193

• If RMD was $53,000
• Then MAGI would drop to $205,00

• Paying only the base amount of Medicare Part B 
premium

• What is the IRMAA thresholds for 2027?
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Sale of Residence

•Even with §121 primary residence exclusion
•Clients may have capital gain on sale of 
home
•IRMAA impact will be for only one year

•Loss harvesting

•Up-stream basis planning

•Combo §121/§1031 exchange
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How About Building Basis?
• Upstream planning

• Make gifts to older family members of low basis appreciated assets

• Donee needs to live more than a year

• Leaves assets to donor at death

• Donor’s basis is stepped up at the donee’s date of death 

• If donee dies within one year

• Donor’s basis reverts to the donor’s basis before the gift

• Assumption

• Donor has gift exclusion available

• Donee will not have a taxable estate

• Community property – full step up in basis
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How About Building Basis?
• Sheldon and Amy owns a second home currently valued at 

$1,000,000

• Cost basis = $400,000

• Amy’s dad is 80 years old and his current estate is about 
$1,000,000
• Living comfortably with his pension and Social Security

• Gift house to dad in 2024

• File gift tax return – Form 709

• Split gift between Sheldon and Amy
• Taxable gift = $500,000 - $18,000 = $482,000

• No gift tax due

• Dad takes on carryover basis
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How About Building Basis?

•10 years later, dad passes away
•Sheldon and Amy inherit the house as 

part of dad’s estate plan
•House is now worth $1,500,000
•Sheldon and Amy’s cost basis = 

$1,500,000
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Sale of Home with §1031

•House is worth $2 million

• Cost basis is $500,000
• If home is sold capital gain would be $1,000,000
• Rent out home for less than three years
• Sell home for $2 million within three years of when it 

was converted to rental
• Purchase new home for $1,500,000 in a §1031 

exchange
• Rent out new home to qualify for §1031 exchange
• Pocket $500,000 with no capital gain
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Sale of Home with §1031
• Apply sale-of-home rules before like-kind exchange rules

• §121 exclusion must be applied to the gain from the exchange 
before the application of §1031

• Depreciation recapture

• §121 exclusion does not apply to depreciation deductions after 
May 6, 1997

• Treatment of boot

• Taxable if it exceeds §121 exclusion

• Computation of basis

• Basis in replacement business property is increased by any gain 
attributable to the relinquished business property that is excluded 
under §121
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Sale of Home with §1031

• Example #2
•Home cost = $210,000
•Rented out for two years and claims 

depreciation deduction of $12,000
• Exchanges house
• FMV = $470,000
•$10,000 cash
•Replacement townhouse = $460,000 – rent 

to tenants
•Gain realized = $272,000
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Sale of Home With §1031
•Amount realized = $470,000

• Less adjusted basis ($210,000 - $12,000)
•$198,000
•Realized gain = $272,000   (470,000-198,000)
• Less gain excluded under §121 = $250,000
•Gain to be deferred under §1031 = $22,000
•No gain recognized because the $10,000 boot is 

less than $250,000 exclusion
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Sale of Home with §1031

•No §121 exclusion for property exchanged in the 
last five years
•This applies even if the home is received as 

a gift if the donor acquired the property in a 
like-kind exchange
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Qualified Opportunity Zones

•Reinvest capital gains into qualified opportunity 
zone funds (QOF)
•Defer gain by investing QOF within 180 days

•Deferred gain is recognized at the earlier of an 
inclusion event or five year outside date
•Basis step up for longer holding periods – 10 years

• Ends 12/31/26

• Starts again under new rules 1/1/27
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Roth Conversions

•Two-year rule
•Roth conversions this year will affect 
IRMAA two years from now

•Roth conversions before age 63?

•Benefits of Roth conversion vs. IRMAA 
impact
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Deduction for Medicare

• Premiums for Medicare health insurance coverages can be 
combined with other qualifying health-care expenses for 
purposes of claiming the itemized federal income tax 
deduction for medical expenses on Schedule A of 
Form 1040

• Eligible self-employed or more-than- 2% S corporation 
shareholder-employee
• Claim above-the-line deduction for health insurance 

premiums
• No need to itemize
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Health Savings Accounts (HSA)

•Medicare health insurance premium costs 
can be reimbursed tax-free through HSA 
distributions
•Medicare deductibles and co-pays can be 
reimbursed tax-free through HSA 
distributions
•Unreimbursed out-of-pocket medical 
expenses
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Medicare Tips
• Take advantage of health savings account (HSA)
• Retire before age 65

• COBRA – 18 months
• Watch costs

• Retire at age 63 ½

• Enroll in Part A – even if have health plan coverage
• Do not enroll in Part A if want to contribute to HSA

• If not covered under group health plan upon age 65
• Late enrollment penalty for not enrolling in Part B

• 10% for each 12-month period
• Applies for life

• COBRA benefits after termination of employment is not 
considered group 
health coverage for this exception to apply
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Conclusion

• IRMAA plan must also be considered with tax planning
• Investment planning
• Small incremental changes can save IRMAA charges

• IRMAA refunds?
•New initial determination – seven permitted 

reasons
•Reconsideration – don’t fit seven categories
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Resources

• Medicare
• https://www.medicare.gov/

• Medicare Handbook (128 pages)
• https://www.medicare.gov/publications/10050-Medicare-

and-You.pdf

• Form SSA-44: Medicare Income-Related Monthly Adjustment 
Amount – Life-Changing Event
• https://www.ssa.gov/forms/ssa-44.pdf
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Lawrence Pon
CPA/PFS, CFP, EA, USTCP, AEP

www.larryponcpa.com
linkedin.com/in/lawrencepon
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