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SOCIAL SECURITY IS STRETCHED and the IRS is doing what it can to keep it afloat.  
One strategy surfacing more frequently of late relates to a 2003 provision called “IRMAA,” 
or Income Related Monthly Adjustment. Essentially, IRMAA is a way of increasing the 
Medicare Part B and now Part D payments drawn from your monthly Social Security 
checks. Currently, most individuals pay about 25 percent of their Medicare costs at a 
standard rate of $144.60 a month, social security paying the remaining 75 percent. If 
your income is above a certain threshold, you’ll pay more, up to $420 a month, for your 
Medicare coverage. 

The key points to know about IRMAA are how it is determined and when it kicks in:

• IRMAA is based on your modified adjusted gross income, which is your adjusted gross 
income as it appears on your tax return with certain deducted items added back in, 
such as your IRA contribution, income from tax-free municipal bonds or the interest 
you paid on a student loan. An IRMAA surcharge is assessed annually, for example, 
your 2020 surcharge would be based on your filed 2018 tax return.

• For individual taxpayers, the charges apply once your annual modified adjusted gross 
income exceeds $87,000; for a married couple filing jointly, the threshold is $174,000. 
One dollar of income above the applicable threshold and the IRS will deduct another
$70 monthly or $840 a year from your social security payment. IRMAA increases with 
your income, up to $420 per month or $5,040 a year per individual. If your income 
exceeds the first threshold, you will receive an IRMAA Determination letter from the IRS 
letting you know the amount of the IRMAA surcharge to be deducted from your check.

The intent of IRMAA is to generate funds from wealthier taxpayers, but it can also affect 
people who have generated a lump sum of money from a one-time event, such as the 
sale of a house. You can appeal the IRMAA surcharge for a “life-changing event,” such as 
a divorce or the death of a spouse. 

The solution to avoiding an IRMAA surcharge includes being careful about how you 
access your savings in retirement. For example, a couple decided to withdraw cash from 
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their tax-deferred IRA to purchase a new car. They not only had to pay the tax on the 
withdrawn amount, but the “income” also put them over their IRMAA threshold. 

A more proactive way to plan for IRMAA is to examine your retirement savings vehicles. 
We’ve been programmed to put as much money as possible into a 401k or IRA as we 
move through our working years. That money goes into savings pre-tax and we don’t 
have to pay tax on it until we start withdrawing it in our retirement years, the thinking 
being that our tax bracket will be lower in retirement than during our earning years. 
However, mixing pre-tax contributions with savings in post-tax dollars, as in a Roth IRA, 
might be a better plan — or consider converting your IRA to a Roth before you have to 
start your required minimum distributions (RMDs). Not only will you have already paid 
the taxes on those investments, but they will also provide more flexibility because they 
won’t be subject to RMDs as are regular IRAs. 

We’re here to help. For more information on IRMAA or with any of your retirement 
planning questions or concerns, contact me at dnwilliams@HBKSwealth.com. Or 
schedule an appointment by calling 239-919-1268.

IMPORTANT DISCLOSURES

The information included in this document is for general, informational purposes only. It does not contain any investment advice and does 

not address any individual facts and circumstances. As such, it cannot be relied on as providing any investment advice. If you would like 

investment advice regarding your specific facts and circumstances, please contact a qualified financial advisor.

Any investment involves some degree of risk, and different types of investments involve varying degrees of risk, including loss of principal. 

It should not be assumed that future performance of any specific investment, strategy or allocation (including those recommended 

by HBKS® Wealth Advisors) will be profitable or equal the corresponding indicated or intended results or performance level(s). Past 

performance of any security, indices, strategy or allocation may not be indicative of future results. 

The historical and current information as to rules, laws, guidelines or benefits contained in this document is a summary of information 

obtained from or prepared by other sources. It has not been independently verified, but was obtained from sources believed to be 

reliable. HBKS® Wealth Advisors does not guarantee the accuracy of this information and does not assume liability for any errors in 

information obtained from or prepared by these other sources.

HBKS® Wealth Advisors is not a legal or accounting firm, and does not render legal, accounting or tax advice. You should contact an 

attorney or CPA if you wish to receive legal, accounting or tax advice.
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Investment advisory services are offered through HBK Sorce Advisory LLC, doing business as HBKS Wealth Advisors. NOT FDIC INSURED - NOT 
BANK GUARANTEED - MAY LOSE VALUE, INCLUDING LOSS OF PRINCIPAL - NOT INSURED BY ANY STATE OR FEDERAL AGENCY

A native to Naples, Denise graduated from University of South Florida with a Bachelor of Science in business 
and a major in Accounting.
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Denise Williams is a financial advisor in the Naples, Florida office of HBKS Wealth 
Advisors. She began her professional career in 2005 as an auditor at HBK CPAs & 
Consultants. She works with a broad spectrum of clients, and offers specialized 
expertise in the construction and agriculture industry and in workers' 
compensation.
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