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Income-Relating Medicare Part B and Part D Premiums: 
How Many Medicare Beneficiaries Will Be Affected?  

  

The Affordable Care Act (ACA) of 20101 includes two provisions that achieve Medicare savings by increasing 
premiums for higher-income Medicare beneficiaries.  The first provision increases the number of beneficiaries 

subject to the income-related premium under Medicare Part B over time, by eliminating the index on income 

thresholds established under prior law.  The second provision imposes a new income-related premium on 
beneficiaries enrolled in Medicare Part D.  Together, these provisions are estimated to save about $36 billion 

over the ten-year period between 2010 and 2019.2 
 

This paper describes the two provisions related to the income-related Medicare Part B and Part D premiums 

and shows the projected number of beneficiaries who will be required to pay higher premiums under each 
provision, based on an analysis by Actuarial Research Corporation (ARC) for the Kaiser Family Foundation.  

The analysis is based on assumptions of income threshold growth from the Centers for Medicare & Medicaid 
Services (CMS) Office of the Actuary (OACT).  The paper shows the share of all Medicare Part B and D 

enrollees expected to pay the higher income-related premiums, and the share of “new enrollees” coming on 
to Medicare between 2011 and 2019 who will pay the higher premiums.3   
 
 

MEDICARE PART B PREMIUMS 

 
Beneficiaries enrolled in Part B are generally required to pay a monthly premium ($115.40 in 2011), which is 

set to cover 25 percent of average annual Part B expenditures per enrollee aged 65 and over.4  Until 
recently, all beneficiaries paid the same monthly Part B premium amount; however, the Medicare 

Modernization Act of 2003 established an income-related Part B premium that took effect in 2007, requiring 

higher-income Medicare beneficiaries to pay a greater share of average Part B costs (35 percent to 80 
percent, depending on their income).   

 
In 2010, approximately 5 percent of Part B enrollees (2.2 million beneficiaries) paid the income-related Part 

B premium, that ranged from $154.70 to $353.60, based on income.  In 2011, beneficiaries are required to 
pay the higher Part B premium if their income is equal to or greater than $85,000 for an individual and 

$170,000 for a couple.  Since 2007, the income thresholds have been indexed annually to increase at the 

rate of inflation to prevent a growing share of beneficiaries from having to pay the higher Part B premium.   
 

The health care reform law freezes the threshold for the income-related Part B premium at 
2010 levels through 2019, effective in 2011.  Freezing the income thresholds will increase the number 

and share of beneficiaries required to pay the higher premium over time.  This provision is estimated to 

generate savings to the federal government of $25.0 billion over the ten-year period from 2010 to 2019.   
In 2011, the income-related Part B premium will range from $161.50 to $369.10 per month, depending on 

income.5  By 2019, the HHS Office of the Actuary projects income-related Part B premium amounts will 
range from $224 to $512 per month.6 

  
                                                 
1 The Affordable Care Act refers to the combination of two laws that comprise health reform:  The Patent Protection and Affordable Care 
Act (PL 111-148) and the Health Care and Education Reconciliation Act of 2010 (PL 111-152) 
2 Based on Congressional Budget Office estimates. 
3 According to this definition of “new enrollees,” those who are new to Medicare beginning in 2011 include those who are age 65 in 
2011, those ages 65 and 66 in 2012, those ages 65, 66, and 67 in 2013, and so on, up to ages 65-73 in 2019. 
4 For beneficiaries with low incomes, including dual eligibles and those eligible for the Medicare Savings Programs, Medicaid pays the 
Part B premium on their behalf. 
5 Centers for Medicare & Medicaid Services, “Medicare Premiums, Deductibles for 2011,” November 4, 2010. 
6 Estimates are based on the 2010 Annual Report of the Boards of Trustees of the Federal Hospital Insurance and Federal 
Supplementary Medical Insurance Trust Funds. 
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By freezing the income thresholds for Part B premiums beginning in 2011, and not allowing them to rise 

each year as they have done since 2007:  

 The share of Medicare beneficiaries 

required to pay the income related 

premium will rise from 5 percent in 
2011 to 14 percent in 2019 – 

increasing the number of beneficiaries 

who pay the higher premium from 2.4 
million beneficiaries in 2011 to 7.8 

million by 2019 (Exhibit 1).  

 Freezing the income thresholds will 

increase the total number of people 

subject to the higher Part B premiums 
by 3.5 million Medicare beneficiaries 

in 2019, relative to having thresholds 

that increase over time.    

 By 2019, nearly one-fifth of Medicare 

beneficiaries enrolling in Part B for the 

first time (new enrollees) will pay an income-related Part B premium – increasing from 8 percent in 
2010 to 18 percent in 2019.  This is because beneficiaries’ incomes tend to be higher when they first 

become eligible for Medicare at age 65, and then decline with age. 

 
 

MEDICARE PART D PREMIUMS 
 

Since 2006, the first year of the Medicare prescription drug Part D benefit, Part D premiums have not been 
income-related for higher-income beneficiaries.  The monthly premium paid by enrollees has been set to 

cover 25.5 percent of the national average cost of the standard drug benefit, based on bids submitted by 

Part D plans for their expected benefit payments.  Medicare has subsidized the remaining 74.5 percent of 
the Part D premium.  In 2011, the national average monthly Part D premium, according to CMS, is $32.34, 

although actual monthly premiums vary across plans and regions (from a low of $14.80 to a high of $133.40 
in 20117). 

 
The health care reform law establishes a new income-related Part D premium, effective in 

2011.  The Part D income-related monthly adjustment amount (IRMAA) is calculated as a 

percent of the national average cost of the standard drug benefit, using the same surcharge 
percentages (35 percent to 80 percent) and income thresholds ($85,000 for an individual and 

$170,000 for a couple in 2011) as for Part B.  Similar to the Part B premium provision, the income 
thresholds for the Part D income-related premium are fixed; that is, they are not indexed to increase 

annually. This provision is estimated to generate savings to the federal government of $10.7 billion over the 

ten-year period from 2010 to 2019. 
 

Unlike Part B, actual premium amounts paid by higher-income Part D enrollees will depend on the particular 
plan they select and the premium charged for that plan. The Part D income-related monthly adjustment 

amount will be collected separately from the premium that higher-income enrollees pay to their Part D plan.  
The income-related adjustment amount will be withheld from the enrollee's Social Security benefit payments, 

or benefit payments by the Railroad Retirement Board (RRB) or Office of Personnel Management (OPM) in 

the same manner that the Part B premium is withheld.8   

                                                 
7 Kaiser Family Foundation, “Medicare Part D Spotlight: Part D Plan Availability in 2011 and Key Changes Since 2006,” October 2010. 
http://www.kff.org/medicare/8107.cfm. 
8 If the benefit payment is insufficient to allow the Part D-IRMAA withholding, or an individual is not receiving benefit payments from 
SSA, RRB, or OPM, the Part D-IRMAA will be collected directly from these beneficiaries.  CMS has issued a proposed rule outlining the 
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Based on the 2011 national average Part D premium of $32.34 and 2011 income-related monthly adjustment 

amounts ranging from $12.00 to $69.109, the income-related Part D premiums will range from $44 to $101 
per month in 2011.  Based on projections, the income-related Part D premium is estimated to range from 

$75 to $171 per month in 2019, assuming a national average premium of $54 per month that year.10  

 Approximately 3 percent of all Part D 

enrollees (1.2 million beneficiaries11) 

will be subject to the new income-

related Part D premium in 2011 
(Exhibit 2). 

 By 2019, approximately 9 percent of 

all Part D enrollees (4.2 million 
beneficiaries) will be subject to the 

new income-related Part D premium.    

 Among “new Part D enrollees” 

(beneficiaries who enroll in Medicare 

Part D for the first time in 2011 or in 

future years), 11 percent will be 
subject to the income-related Part D 

premium by 2019.   
 

Fewer beneficiaries will be subject to the income-related Part D premium than the income-related Part B 

premium because fewer beneficiaries are enrolled in Part D plans than in Part B.  Also, a smaller number of 
Part D enrollees have relatively high incomes because higher income Medicare beneficiaries are more likely to 

get prescription drug coverage under an employer sponsored retiree health plan.12,13 
 

 
CONCLUSION 

  

In discussions about health care reform, much attention has been focused on the generosity of subsidies 
and the level of premiums that nonelderly individuals and families will pay for health insurance coverage, as 

well as financing provisions affecting higher-income individuals.  Less attention has been focused on 
provisions in the new law that will affect premiums for higher-income Medicare beneficiaries.  

 

Our analysis shows that 3.5 million additional Medicare beneficiaries with incomes above $85,000/individual 
and $170,000/couple will be categorized as higher income by 2019, and thus subject to the higher income-

related Part B premium by 2019 because income thresholds are no longer indexed.  In total, by 2019, we 
estimate that 7.8 million beneficiaries will pay the income-related Part B premium.  Among beneficiaries 

enrolling in Part B for the first time between 2011 and 2019, 18 percent will pay a higher Part B premium in 
2019.  

 

In 2011, 1.2 million of the 2.4 million beneficiaries paying the income-related Part B premium will also pay 
the income-related Part D premium. Together, Medicare Part B and D premiums are estimated to range from 

$206 to $471 per month.  By 2019, an estimated 4.2 of the 7.8 million beneficiaries paying the income-
related Part B premium will also be paying the income-related Part D premium – which together are 

estimated to range from $299 to $683 per month in 2019, depending upon income.   

                                                                                                                                                                  
process for establishing and collecting the Part D IRMAA; see CMS, “Medicare Program; Proposed Changes to the Medicare Advantage 
and the Medicare Prescription Drug Benefit Programs for Contract Year 2012 and Other Proposed Changes,” November 10, 2010. 
9 Centers for Medicare & Medicaid Services, “Medicare Premiums, Deductibles for 2011,” November 4, 2010. 
10 2010 Annual Report of the Boards of Trustees of the Federal Hospital Insurance and Federal Supplementary Medical Insurance Trust 
Funds. 
11 Excluding those who receive the Retiree Drug Subsidy (RDS). 
12 OACT projects that the number of beneficiaries with the RDS will decline over time. 
13 Kaiser Family Foundation analysis of the CMS Medicare Current Beneficiary Survey 2006 Cost and Use file. 
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These two new policies – to remove the indexing of the income thresholds for Part B premiums and to 
establish a new income-related Part D premium – were contemplated for some time by policymakers on both 

sides of the aisle prior to their enactment in the ACA.  Part of their appeal is that they require beneficiaries 
who arguably have greater financial means to pay more than those with less income at their disposal.  

However, there is some concern that these new policies could erode support for Medicare among middle-

income and higher-income beneficiaries, particularly as a growing share of beneficiaries become subject to 
the higher income-related premiums over time.  An additional concern is that the income thresholds that 

trigger the imposition of the higher income-related premiums for Medicare beneficiaries ($85,000/individual, 
$170,000/couple) are substantially lower than the thresholds often used to define higher-income individuals 

in other policy discussions ($200,000/individual, $250,000/couple).  Amid rising health care costs, economic 
instability, and increasing financial vulnerability for aging Americans, these new higher premiums for 

Medicare Part B and Part D may represent an additional burden on a growing share of seniors over time. 

 
  

This issue brief was prepared by Juliette Cubanski, Tricia Neuman, and Jennifer Huang of the Kaiser 
Family Foundation, and Jim Mays and Monica Brenner of Actuarial Research Corporation.   
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Estimates of Income-Related Medicare Part B and Part D Premiums Through 2019 

PART B 

Calendar 
year 

Ultimate percentage of program costs represented by premium Total per 
capita 

Part B costs 

Annual 
growth 

rate  25% 35% 50% 65% 80% 

Historical data: 

2007 $93.50 $105.80 $124.40 $142.90 $161.40 $374.00  

2008 $96.40 $122.20 $160.90 $199.70 $238.40 $385.60 3.1% 

2009 $96.40 $134.90 $192.70 $250.50 $308.30 $385.60 0.0% 

2010 $110.50 $154.70 $221.00 $287.30 $353.60 $442.00 14.6% 

2011 $115.40 $161.50 $230.70 $299.90 $369.10 $461.60 4.4% 

Intermediate estimates: 

2012 $113.80 $159.30 $227.60 $295.90 $364.20 $455.25  -1.4% 

2013 $117.20 $164.10 $234.40 $304.70 $375.00 $468.75  3.0% 

2014 $123.10 $172.30 $246.10 $319.90 $393.80 $492.25  5.0% 

2015 $128.10 $179.30 $256.10 $332.90 $409.80 $512.25  4.1% 

2016 $133.90 $187.40 $267.70 $348.00 $428.30 $535.38  4.5% 

2017 $141.30 $197.80 $282.60 $367.40 $452.20 $565.25  5.6% 

2018 $150.90 $211.30 $301.80 $392.30 $482.90 $603.63  6.8% 

2019 $160.10 $224.10 $320.20 $416.30 $512.30 $640.38  6.1% 

PART D 

Calendar 
year 

Ultimate percentage of program costs represented by premium Total per 
capita  

Part D costs 

Annual 
growth 

rate  25.5% 35% 50% 65% 80% 

Historical data: 

2007 $27.35 n/a n/a n/a n/a $107.25  

2008 $27.93 n/a n/a n/a n/a $109.53 2.1% 

2009 $30.36 n/a n/a n/a n/a $119.06 8.7% 

2010 $31.94 n/a n/a n/a n/a $125.25 5.2% 

2011 $32.34 $44.34 $63.44 $82.44 $101.44 $126.82 1.3% 

Intermediate estimates: 

2012 $35.01 $48.10 $68.70 $89.20 $109.80 $137.25  8.2% 

2013 $36.59 $50.20 $71.70 $93.30 $114.80 $143.50  4.6% 

2014 $38.65 $53.10 $75.80 $98.50 $121.30 $151.63  5.7% 

2015 $41.39 $56.80 $81.20 $105.50 $129.80 $162.25  7.0% 

2016 $43.96 $60.30 $86.20 $112.10 $137.90 $172.38  6.2% 

2017 $47.10 $64.70 $92.40 $120.10 $147.80 $184.75  7.2% 

2018 $50.60 $69.50 $99.20 $129.00 $158.80 $198.50  7.4% 

2019 $54.47 $74.80 $106.80 $138.80 $170.90 $213.63  7.6% 

SOURCE: Actuarial Research Corporation analysis for the Kaiser Family Foundation. 
NOTES: Estimates are based on the 2010 Annual Report of the Boards of Trustees of the Federal Hospital Insurance and Federal 
Supplementary Medical Insurance Trust Funds. 
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METHODOLOGY 

The starting point for ARC’s analysis was Part B and Part D enrollment and premiums and the CPI-U from the 2010 
Medicare Trustees Report.  The analysis was also anchored to statements from CMS press releases that about 4 percent 
of Part B enrollees are subject to the higher income-related premium in 2007 and 5 percent in 2008-2010. 

ARC assumed that incomes rose at a slightly higher rate, based on trends implied by the proportion of Part B enrollees 
paying the higher-income premiums in 2007-2010 (as in the CMS press releases).  To estimate that proportion without 
indexing, ARC calculated the fixed high-income thresholds, adjusted for the slightly higher trends in income, as a 
percent of the projected poverty thresholds (separately for singles and couples) for each year. Poverty thresholds and 
income thresholds rise with the CPI.  Frequency distributions of income as a percent of poverty for Medicare enrollees 
from the Medical Expenditure Panel Survey (MEPS) (again, separately for singles and couples) were used to estimate 
the proportion of enrollees above that threshold, adjusted to reproduce the figures in 2007-2010 from CMS.  For the 
Part D estimates, frequency distributions of the Part D population in ARC’s Medicare Part D model were used. 

ARC used CBO’s assumption from the December 2008 “Budget Options” report that 1 percent of Part D enrollees will 
decline to join or delay enrollment due to the higher income-related premiums. 

This analysis uses the projections of CPI provided by OACT in the 2010 Trustees Report; these projections are slightly 
higher than the CPI-U projections found in the CBO Medicare Baseline.  The difference in these assumptions affects 
estimates of the number of beneficiaries above a fixed income threshold.  A faster rate of income growth would result 
in a greater number and share of enrollees subject to the higher income-related premiums. CBO estimates assume a 
lower CPI over time than CMS and thus a smaller number of Medicare beneficiaries subject to the income-related 
premium. 

Sources: 
 2004-2006 MEPS (Medical Expenditure Panel Survey) 
 CBO August 2010 Fact Sheet: http://www.cbo.gov/budget/factsheets/2010d/MedicareAugust2010FactSheet.pdf 
 CBO Budget Options Volume 1: Health Care (December 2008):  

http://www.cbo.gov/ftpdocs/99xx/doc9925/12-18-HealthOptions.pdf 
 2010 Medicare Trustees Report (August 2010): http://www.cms.gov/ReportsTrustFunds/downloads/tr2010.pdf 
 CMS press releases, Medicare Premiums and Deductibles, 2007-2011: 

o 2007: http://www.cms.hhs.gov/apps/media/press/factsheet.asp?Counter=1958 
o 2008: http://www.cms.hhs.gov/apps/media/press/factsheet.asp?Counter=2488 
o 2009: http://www.cms.hhs.gov/apps/media/press/factsheet.asp?Counter=3272 
o 2010: http://www.cms.hhs.gov/apps/media/press/factsheet.asp?counter=3534 

o 2011: http://www.cms.hhs.gov/apps/media/press/factsheet.asp?counter=3862 

http://www.cbo.gov/ftpdocs/99xx/doc9925/12-18-HealthOptions.pdf
http://www.cms.hhs.gov/apps/media/press/factsheet.asp?Counter=1958
http://www.cms.hhs.gov/apps/media/press/factsheet.asp?Counter=2488
http://www.cms.hhs.gov/apps/media/press/factsheet.asp?Counter=3272
http://www.cms.hhs.gov/apps/media/press/factsheet.asp?counter=3534
http://www.cms.hhs.gov/apps/media/press/factsheet.asp?counter=3862
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