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1. Executive summary 

UnitedHealth Group (UHG) commissioned Milliman to compare average annual beneficiary health care costs under 

various Medicare coverage options available to the Medicare-eligible population in 2025. This report updates a prior 

analysis completed in 2023.1  

We compared 2025 annual health care costs under the following coverage options:  

▪ Medicare Advantage and Prescription Drug (MA-PD) plan. 

▪ Traditional Medicare with standalone Medicare Prescription Drug Plan (PDP). 

▪ Traditional Medicare with Medigap Plan G and PDP.2 

This analysis focuses on beneficiaries originally eligible for Medicare due to age (“aged”) rather than disability or other 

reasons and who are not eligible to receive income-based assistance for medical costs (“non-dual”).  

Throughout this report, annual health care costs comprise the following:  

▪ Total member premium, which includes the Part B premium (that all beneficiaries must pay) plus premiums for 

the MA-PD, PDP, and / or Medigap plan. This also includes Part B premium reductions under MA-PD for the Part B 

giveback, if applicable.  

▪ Cost sharing for medical, drug, and select supplemental benefits (dental, vision, and hearing). This includes 

deductibles, coinsurances, and copays, as well as offsets to medical cost sharing for MA-PD if a reduction in cost 

sharing (RICS) benefit is offered. MA-PD supplemental benefit cost sharing reflects the estimated cost sharing 

under dental, vision, and hearing coverage offered by the plan. Traditional Medicare supplemental benefit cost 

sharing reflects similar utilization levels to an MA-PD beneficiary but having either additional coverage or paying 

100% out-of-pocket (OOP). 

RESULTS 

For 2025, we estimated an average aged and non-dual Medicare beneficiary will incur the following annual health care 

costs, by coverage type: 

▪ MA-PD: $3,651  

▪ Traditional Medicare with PDP: $6,932  

▪ Traditional Medicare with Medigap Plan G and PDP: $7,790  

We also estimated average annual costs under the same coverage options for 65- to 70-year-old beneficiaries and 

80- to 85-year-old beneficiaries.  

The results throughout this report represent averages. Actual OOP costs for an individual beneficiary or group of 

beneficiaries will deviate from these averages. These results are adjusted for differences in the underlying health status 

between MA-PD and Traditional Medicare beneficiaries using risk scores on a 2025 basis.  

The results are summarized in Figure 1. 

 

 

1. Mike, D., Nelson, P., & Schliesmann, B. (2023, September 27). Average annual beneficiary health care costs for various Medicare coverage options 
2023. Milliman. https://www.milliman.com/en/insight/average-annual-beneficiary-health-care-costs-for-various-medicare-coverage-options-2023. 

2. Medigap Plan G is the most comprehensive and most popular plan choice actively sold in the Medigap market today. Our analysis focuses on standard 
Plan G. The high-deductible Plan G design is excluded. 

https://www.milliman.com/en/insight/average-annual-beneficiary-health-care-costs-for-various-medicare-coverage-options-2023
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FIGURE 1: ESTIMATED ANNUAL BENEFICIARY HEALTH CARE COSTS BY COVERAGE OPTION AND AGE GROUP, 2025* 

 
*Represents aged and non-dual Medicare beneficiaries.  

 

There are several key differences in the structure of the coverage options that drive the cost differences shown in 

Figure 1:  

1. Out-of-pocket maximums: A maximum out-of-pocket (MOOP) limit is required on all Medicare Advantage (MA) 

plans, which limits the beneficiary’s medical OOP spending to a specified maximum amount, with the plan covering 

100% of medical costs above that threshold. The average in-network MOOP for MA is $4,900 in 2025,3 with a 

maximum allowable MOOP of $9,350. Traditional Medicare alone has no MOOP. However, Medigap significantly 

reduces cost sharing as a wrap-around to Traditional Medicare. Although Medigap does not have an explicit 

MOOP, the Plan G benefit design effectively creates a MOOP in which the beneficiary is only responsible for costs 

up to $257, the Part B deductible. 

2. Premiums: All Medicare beneficiaries must pay the Part B premium regardless of the coverage option selected. 

Some MA-PD plans offer Part B givebacks, which subsidize this premium partially or fully. MA-PD plans also 

sometimes have additional member premiums, but many beneficiaries select an MA-PD plan with $0 additional 

premium. Medigap premiums are notably more expensive but come with very low cost-sharing requirements, 

leading to more predictable annual costs than the other coverage options.  

3. Utilization management: When selecting Traditional Medicare or Traditional Medicare with Medigap, 

beneficiaries can see any provider that accepts Medicare patients and generally have no restrictions on accessing 

services.4 MA-PD plans typically have provider networks in place (with some offering out-of-network coverage), 

which limit provider choice but, in turn, generate savings through provider contracts, value-based care 

arrangements, or the ability to steer toward more efficient and / or higher quality providers.5 MA-PD plans employ 

other management strategies, such as prior authorizations, which typically require providers to justify that the 

 

3. Friedman, J., Cates J., & Phillips E. (December 16, 2024). State of the 2025 Medicare Advantage industry: General enrollment plan valuation and selected benefit 
offerings. Milliman. https://www.milliman.com/en/insight/state-of-medicare-advantage-general-enrollment-2025. 

4. Traditional Medicare currently requires some prior authorizations, though only in very limited cases. A prior authorization demonstration on select Part 
B services is expected to begin in 2026, expanding services requiring prior authorization, though still impacting a much smaller set of services compared 
to most MA plans. Centers for Medicare and Medicaid Services.(2025, September 15). Prior authorization and pre-claim review initiatives. 
https://www.cms.gov/research-statistics-data-systems/medicare-fee-service-compliance-programs/prior-authorization-and-pre-claim-review-initiatives 

5. Traditional Medicare has some value-based care through Accountable Care Organizations and Medicare Shared Savings Programs. Centers for 
Medicare and Medicaid Services. (2025, September 29). Medicare Shared Savings Program Accountable Care Organizations updated Performance 
Year 2024 financial and quality results. https://www.cms.gov/files/document/fact-sheet-ssp-py24-financial-quality-results.pdf. 
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service is necessary before rendering, to help ensure services are appropriate, optimal, and effective, which can 

further help to reduce beneficiary costs.6 

4. Ancillary services 

a. Drug coverage: All Medicare beneficiaries must enroll in some type of drug coverage upon becoming eligible 

to avoid late enrollment penalties (LEPs). This coverage can be provided through an MA-PD, PDP, or other 

employer-sponsored creditable coverage (at least equivalent to Part D).7 Only MA-PD plans include both 

medical and drug coverage; individuals in Traditional Medicare, with or without Medigap, who choose to enroll 

in pharmacy coverage must select a separate plan, commonly a PDP, for their drug coverage. PDPs typically 

have leaner benefits and higher premiums compared to MA-PDs.  

b. Supplemental benefits: Nearly all MA-PD plans offer some combination of supplemental benefits, such as 

dental, vision, and hearing (among others). If coverage for these services is desired by individuals in 

Traditional Medicare, they can seek coverage for these services from other sources or may pay for them fully 

out of pocket. 

Premiums are the more predictable and transparent of the two cost components; however, combined premiums and 

cost sharing ultimately determine which option has the lower financial cost (though the lower cost option may not be 

the most preferred, depending on the beneficiary’s specific situation). 

The choice of which Medicare coverage to select impacts millions of people—notably, as of 2025, approximately 

62.8 million people are enrolled in Medicare Parts A and B,8 of which approximately 78% were originally eligible for 

Medicare due to age (rather than end-stage renal disease [ESRD] or a disability). The breakdown by coverage type 

(which are not mutually exclusive) is as follows: 

▪ Medicare Advantage: 34.1 million9 

▪ Traditional Medicare: 28.7 million10 

▪ Traditional Medicare with Medigap: 14.1 million11 

▪ Traditional Medicare with Medigap Plan G: 6.0 million12  

▪ PDP: 23.2 million13 

The most recently published data shows that in 2022, approximately 3.2 million (5.4%) Medicare beneficiaries had no 

supplemental coverage beyond Traditional Medicare.14  

Many Medicare beneficiaries are on fixed incomes, with half having an annual income of $43,200 or lower in 2024,15 

rendering health care costs a significant portion of their income and a key determinant in their choice of coverage.  

  

 

6. George, S., & Mattie, L. (2020, May). Exploring Medicare Part D prior authorizations. Milliman. 
https://media.milliman.com/v1/media/edge/images/millimaninc5660-milliman6442-prod27d5-0001/media/Milliman/PDFs/Articles/Exploring-Medicare-
Part-D-PAs.pdf. 

7. Partner Tip Sheet. (2024, March). Information partners can use on: The Part D late enrollment penalty. Medicare. https://www.cms.gov/outreach-and-
education/outreach/partnerships/downloads/11222-p.pdf.  

8. Ochieng, N., Freed, M., Fuglesten Biniek, J., Damico, A., & Neuman, T. (2025, July 28). Medicare Advantage in 2025: Enrollment update and key 

trends. KFF. https://www.kff.org/medicare/medicare-advantage-enrollment-update-and-key-trends/. 
9. Ibid. 
10. Ibid. 
11. Telos Actuarial. (2025). The Future of Medicare Supplement 2025 (Free!). https://www.telosactuarial.com/store/p/da7chsskyjrl84j59ykeqso374b4p8-

9nw2n. 
12. Ibid. 
13. Cubanski, J., & Damico, A. (2025, July 16). Key facts about Medicare Part D enrollment, premiums, and cost sharing in 2025. KFF. 

https://www.kff.org/medicare/key-facts-about-medicare-part-d-enrollment-premiums-and-cost-sharing-in-2025/. 
14. Ochieng, N., Cubanski, J., & Neuman, T. (2024, September 23). A snapshot of sources of coverage among Medicare beneficiaries. KFF. 

https://www.kff.org/medicare/a-snapshot-of-sources-of-coverage-among-medicare-beneficiaries/. 
15. Cottrill, A., Cubanski, J., Neuman, T., & Smith, K. (2025, August 25). Income and assets of Medicare beneficiaries in 2024. KFF. 

https://www.kff.org/medicare/income-and-assets-of-medicare-beneficiaries/. 

https://media.milliman.com/v1/media/edge/images/millimaninc5660-milliman6442-prod27d5-0001/media/Milliman/PDFs/Articles/Exploring-Medicare-Part-D-PAs.pdf
https://media.milliman.com/v1/media/edge/images/millimaninc5660-milliman6442-prod27d5-0001/media/Milliman/PDFs/Articles/Exploring-Medicare-Part-D-PAs.pdf
https://www.cms.gov/outreach-and-education/outreach/partnerships/downloads/11222-p.pdf
https://www.cms.gov/outreach-and-education/outreach/partnerships/downloads/11222-p.pdf
https://www.kff.org/medicare/medicare-advantage-enrollment-update-and-key-trends/
https://www.telosactuarial.com/store/p/da7chsskyjrl84j59ykeqso374b4p8-9nw2n
https://www.telosactuarial.com/store/p/da7chsskyjrl84j59ykeqso374b4p8-9nw2n
https://www.telosactuarial.com/store/p/da7chsskyjrl84j59ykeqso374b4p8-9nw2n
https://www.kff.org/medicare/key-facts-about-medicare-part-d-enrollment-premiums-and-cost-sharing-in-2025/
https://www.kff.org/medicare/a-snapshot-of-sources-of-coverage-among-medicare-beneficiaries/
https://www.kff.org/medicare/income-and-assets-of-medicare-beneficiaries/
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2. Background on Medicare coverage options 

UHG commissioned Milliman to compare average annual beneficiary health care costs under various Medicare 

coverage options available to the Medicare-eligible population in 2025. We compared 2025 annual health care costs 

under MA-PD coverage, Traditional Medicare coverage with a standalone Medicare PDP, and Traditional Medicare 

coverage with Medigap Plan G and a PDP.16 This analysis focuses on beneficiaries originally eligible for Medicare due 

to age (“aged”) rather than disability or other reasons and who are not eligible to receive income-based assistance for 

medical costs (“non-dual”).  

MEDICARE COVERAGE OPTIONS 

Medicare beneficiaries, regardless of coverage selected, must pay the standard premium for Part B services, which is 

$2,220 per year ($185 per month) in 2025.17 Higher-income beneficiaries may pay higher premiums and lower-income 

beneficiaries may pay lower premiums than the standard monthly amount,18 leading to slightly different results than 

those presented in this analysis. Income status by beneficiary is not publicly available, so for this analysis, we assumed 

all beneficiaries pay $185 per month under all coverage options.  

The coverage options included in this analysis are as follows:  

▪ Traditional Medicare: Traditional Medicare is a “fee-for-service” program. Beneficiaries selecting Traditional 

Medicare can receive services from any doctor or hospital that accepts Medicare and must pay standard cost 

sharing. Only Part A facility services and Part B ambulatory services are covered under Traditional Medicare, with 

prescription drug coverage purchased separately. Traditional Medicare mainly relies on plan design features, such 

as deductibles and cost sharing, to control unnecessary utilization.   

Traditional Medicare does not offer any supplemental benefits, such as dental, vision, or hearing. If coverage for 

these services is desired, beneficiaries must either buy a standalone plan or pay fully out-of-pocket for services. 

▪ Medigap: Beneficiaries with Traditional Medicare can purchase supplemental “wraparound” coverage, known as 

Medigap (or Medicare Supplement), through private insurance companies for an additional monthly premium 

beyond the standard Part B premium. Medigap carriers are not permitted to use the same cost management tools 

as MA plans, but they can control costs through premiums and underwriting. Medigap premiums can be based on 

the beneficiary’s characteristics, such as age, gender, health status, tobacco use, and geography, depending on 

the state of issue, and coverage is not guaranteed issue if the beneficiary is outside their initial enrollment period.19 

In other words, outside of protected enrollment periods, a Medigap insurer may deny coverage to or impose higher 

premiums on beneficiaries with a preexisting condition.20 In addition, Medigap premiums frequently increase with 

age, and future premiums are generally not known by beneficiaries with certainty when they first enroll in their 

Medigap plans.  

These plans help cover OOP costs that Traditional Medicare does not cover (cost sharing borne by the beneficiary). 

There are several types of Medigap plans, designated by letters A through N, which represent different standard 

plan designs.21 Plan G is the most popular and most comprehensive Medigap plan sold in the market today, 

covering all OOP costs for Part A and Part B services except the Part B deductible, which is $257 in 2025.22 The 

other plan types generally offer leaner coverage with lower premiums. However, all plans offer significantly reduced 

cost sharing relative to Traditional Medicare, with many plan types effectively creating a MOOP. In 2025, across 

states, most Medigap Plan G premiums ranged from approximately $500 to $7,000 per year ($42 to $583 per 

month), which are paid by Traditional Medicare beneficiaries. Medigap premiums also cover administrative costs 

and profit loads, as well as increased cost sharing through induced utilization that results from reduced cost sharing 

barriers (i.e., first dollar coverage) and the absence of cost and utilization management strategies under Traditional 

Medicare. 

 

16. Medigap Plan G is the most comprehensive and most popular plan choice actively sold in the Medigap market today. Our analysis focuses on standard 
Plan G. The high-deductible Plan G design is excluded. 

17. Centers for Medicare and Medicaid Services. (2024, November 8). Fact Sheet: 2025 Medicare Parts A & B premiums and deductibles. 
https://www.cms.gov/newsroom/fact-sheets/2025-medicare-parts-b-premiums-and-deductibles. 

18. Fact Sheet. 2024, December). 2025 Medicare costs. Medicare. https://www.medicare.gov/publications/11579-medicare-costs.pdf. 

19. Freed, M., Ochieng, N., Cubanski, J., & Neuman, T. (2024, October 18). Key facts about Medigap enrollment and premiums for Medicare beneficiaries. 
KFF. https://www.kff.org/medicare/key-facts-about-medigap-enrollment-and-premiums-for-medicare-beneficiaries/. 

20. Medicare Interactive. (2025, March 31). Medigap purchasing details: Enrollment periods, guaranteed issue, and more. Retrieved July 21, 2025, from 
https://www.medicareinteractive.org/get-answers/medicare-health-coverage-options/supplemental-insurance-for-original-medicare-
medigaps/medigap-purchasing-details-enrollment-periods-guaranteed-issue-and-more. 

21. Medicare. Compare Medigap plan benefits. Retrieved July 21, 2025, from https://www.medicare.gov/health-drug-plans/medigap/basics/compare-plan-
benefits. Three states, Massachusetts, Minnesota, and Wisconsin, have different standardized plans through federal waivers. 

22. Centers for Medicare and Medicaid Services. (2024, November 8). op cit. 

https://www.cms.gov/newsroom/fact-sheets/2025-medicare-parts-b-premiums-and-deductibles
https://www.medicare.gov/publications/11579-medicare-costs.pdf
https://www.kff.org/medicare/key-facts-about-medigap-enrollment-and-premiums-for-medicare-beneficiaries/
https://www.medicareinteractive.org/get-answers/medicare-health-coverage-options/supplemental-insurance-for-original-medicare-medigaps/medigap-purchasing-details-enrollment-periods-guaranteed-issue-and-more
https://www.medicareinteractive.org/get-answers/medicare-health-coverage-options/supplemental-insurance-for-original-medicare-medigaps/medigap-purchasing-details-enrollment-periods-guaranteed-issue-and-more
https://www.medicare.gov/health-drug-plans/medigap/basics/compare-plan-benefits
https://www.medicare.gov/health-drug-plans/medigap/basics/compare-plan-benefits
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Similar to Traditional Medicare, Medigap plans do not provide coverage for prescription drugs or supplemental 

benefits, such as dental, vision, and hearing, which must be obtained separately. Beneficiaries who choose MA 

are not eligible to purchase a Medigap plan. Medigap beneficiaries have similar provider choice and limited 

restrictions on accessing services, such as Traditional Medicare, since Medigap is a wraparound coverage.  

▪ Medicare Advantage: MA is a managed care program where private insurers, also known as Medicare Advantage 

Organizations (MAOs), contract with the Centers for Medicare and Medicaid Services (CMS) to offer managed 

care plans providing benefits at least equivalent to Part A and Part B coverage in Traditional Medicare (otherwise 

known as Part C). These plans can either be Part C only (MA only) or, more commonly, both Part C and Part D 

(MA-PD). This analysis only considers MA-PD plans. MAOs, through capitated payments from CMS, manage and 

coordinate the care of the beneficiaries enrolling in their plans. 

Beneficiary premiums, which are in addition to the Part B premium, vary from $0 to approximately $3,000 per year 

($0 to $250 per month) in 2025, with an average of $204 per year ($17 per month).23 Notably, approximately 67% 

of MA-PD plans offer benefits for $0 premium beyond the Part B premium, and 75% of MA beneficiaries choose 

these plans.24,25 Part B premiums can be partially or fully subsidized through a Part B giveback, if offered by the 

MA-PD plan.  

In many cases, MA cost sharing for Part A and Part B services is reduced (relative to Traditional Medicare) and 

supplemental benefits are frequently offered. Supplemental benefits are designed to address services commonly 

utilized by this population and to attract enrollment. These benefits vary by plan, including dental, hearing, vision, 

over-the-counter (OTC) benefit cards, and fitness benefits, among many others. We estimate the average expected 

cost of supplemental benefits utilized through non-special-needs plans (non-SNPs) in the 2025 MA-PD market is 

$640 per year.  

Another supplemental benefit offered in MA-PD that we also included in our analysis is the RICS benefit, which is 

typically a fixed dollar amount per quarter or per year that can be used towards medical benefit cost sharing on 

select services. We estimated approximately 1.4% of plans in 2025 offer RICS.  

MAOs aim to manage costs below Traditional Medicare levels using several utilization and cost management 

strategies, such as maintaining provider networks and requiring prior authorizations, which generate savings and 

rebates used to partially fund the cost sharing reductions and supplemental benefit additions. A tradeoff exists in 

MA, where cost sharing (and hence OOP spending) is reduced relative to Traditional Medicare, but utilization 

management may reduce beneficiary choice of providers and may impact access to services.  

▪ Prescription Drug Plan: Traditional Medicare and Medigap do not provide drug coverage. To obtain prescription 

drug coverage outside of MA-PD, beneficiaries must either select a PDP or have some alternative coverage, such 

as Veterans Administration (VA) benefits or employer-provided insurance.  

PDP organizations contract with CMS to provide standalone Part D plans covering only prescription drug benefits, 

mainly for Traditional Medicare beneficiaries (including those who also enroll in Medigap plans). PDP premiums in 

2025 range from $0 to $2,280 per year ($0 to $190 per month), with an average of $540 per year 

($45 per month).26,27  

A beneficiary must enroll in drug coverage upon aging into Medicare, either through an MA-PD plan or a PDP 

(or other employer-sponsored creditable coverage), to avoid facing LEP from CMS upon enrollment thereafter. 

Our analysis assumes the average beneficiary will sign up for Part D coverage upon aging in at 65.  

  

 

23. Centers for Medicare and Medicaid Services. (2024, September 27). Medicare Advantage and Medicare Prescription Drug Programs to Remain Stable 
as CMS Implements Improvements to the Programs in 2025. https://www.cms.gov/newsroom/fact-sheets/medicare-advantage-and-medicare-
prescription-drug-programs-remain-stable-cms-implements-improvements. 

24. Freed, M., Fuglesten Biniek, J., Damico, A., & Neuman, T. (2024, November 15). Medicare Advantage 2025 spotlight: A first look at plan premiums 
and benefits. KFF. https://www.kff.org/medicare/medicare-advantage-2025-spotlight-a-first-look-at-plan-premiums-and-benefits/. 

25. Milliman analysis of CMS 2025 landscape files. Centers for Medicare and Medicaid Services. (2025, November 19). Prescription drug coverage - 
general information. https://www.cms.gov/medicare/coverage/prescription-drug-coverage. 

26. Cubanski, J., & Damico, A. (2024, November 22). Medicare Part D in 2025: A first look at prescription drug plan availability, premiums, and cost 
sharing. KFF. https://www.kff.org/medicare/issue-brief/medicare-part-d-in-2025-a-first-look-at-prescription-drug-plan-availability-premiums-and-cost-
sharing/. 

27. Centers for Medicare and Medicaid Services. (n.d.). CY2006-CY2025 landscape files [Data set]. https://www.cms.gov/files/zip/cy2006-cy2025-
landscape-files.zip. 

https://www.cms.gov/newsroom/fact-sheets/medicare-advantage-and-medicare-prescription-drug-programs-remain-stable-cms-implements-improvements
https://www.cms.gov/newsroom/fact-sheets/medicare-advantage-and-medicare-prescription-drug-programs-remain-stable-cms-implements-improvements
https://www.kff.org/medicare/medicare-advantage-2025-spotlight-a-first-look-at-plan-premiums-and-benefits/
https://www.cms.gov/medicare/coverage/prescription-drug-coverage
https://www.kff.org/medicare/issue-brief/medicare-part-d-in-2025-a-first-look-at-prescription-drug-plan-availability-premiums-and-cost-sharing/
https://www.kff.org/medicare/issue-brief/medicare-part-d-in-2025-a-first-look-at-prescription-drug-plan-availability-premiums-and-cost-sharing/
https://www.cms.gov/files/zip/cy2006-cy2025-landscape-files.zip
https://www.cms.gov/files/zip/cy2006-cy2025-landscape-files.zip
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Figure 2 summarizes the distribution of Medicare beneficiaries across the market by source of coverage in 2022. 

FIGURE 2: DISTRIBUTION OF MEDICARE BENEFICIARIES BY COVERAGE TYPE, 2022 

 

 

Out of approximately 59.6 million beneficiaries in 2022 (with both Part A and Part B coverage), 29% chose an MA 

general enrollment plan, 21% chose Traditional Medicare with Medigap, and 5% chose Traditional Medicare with no 

other coverage.28 The remaining 44% obtained supplemental coverage through their employer, Medicaid, or other 

public sector programs, such as the VA.  

The demographic composition of Medicare beneficiaries varies across the different coverage options, with differences 

in gender, age, geographic location, and income status. We adjusted for this in our analysis by limiting to the aged and 

non-dual populations29 and risk adjusting using the 2025 risk score models used by CMS for payment, separately for 

medical and drug costs.  

Figure 3 summarizes 2022 demographic information available from MedPAC for the coverage options included in this 

analysis. The MedPAC data is across the entire Medicare population; data specific to the populations studied in this 

report was not available.  

 

28. Ochieng, N., Cubanski, J., & Neuman, T. (2024, September 23). A snapshot of sources of coverage among Medicare beneficiaries. KFF. 
https://www.kff.org/medicare/a-snapshot-of-sources-of-coverage-among-medicare-beneficiaries/. 

29. We selected non-duals, as these beneficiaries do not receive cost sharing subsidies through Medicaid. We defined a beneficiary as aged if their 
original enrollment reason was aged-in rather than disabled or ESRD. Both the disabled and ESRD populations are known to have extremely different 
cost profiles and are limited in their coverage options, particularly under Medigap. 
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FIGURE 3: DEMOGRAPHIC CHARACTERISTICS OF MEDICARE BENEFICIARIES, 2022 30 

CATEGORY 

MEDICARE 

ADVANTAGE 

TRADITIONAL 

MEDICARE, 

EXCLUDING 

MEDIGAP MEDIGAP 

ALL MEDICARE 

BENEFICIARIES* 

GENDER     

Male 43% 49% 46% 44% 

Female 57% 51% 54% 56% 

AGE GROUP     

Younger than 65 years 13% 17% 3% 12% 

65 to 69 years 23% 24% 25% 22% 

70 to 75 years 24% 23% 29% 25% 

75 to 79 years 19% 18% 22% 20% 

80 to 84 years 11% 9% 12% 12% 

85 years and older 9% 9% 10% 10% 

GEOGRAPHIC LOCATION     

Urban 86% 71% 81% 83% 

Rural 14% 29% 19% 17% 

INCOME-TO-POVERTY RATIO**     

<1.0 17% 12% 3% 13% 

1.0 to 1.25 8% 10% 3% 6% 

1.25 to 2.0 22% 25% 15% 18% 

2.0 to 4.0 27% 30% 34% 28% 

>4.0 26% 23% 46% 34% 

Note: The percentages in this table may not sum to 100 percent due to rounding. 

*All coverages, including Medicaid and employer group plans. 

**Federal poverty level for 2022 was $13,590 for a household of 1 and $18,310 for a household of 2.31  

 

Observations from Figure 3 include:  

▪ Gender: Over half of Medicare beneficiaries (56%) are female. However, a higher proportion of MA beneficiaries 

(57%) is female compared to Traditional Medicare (51%) and Medigap (54%).  

▪ Age: Nearly all beneficiaries in Medigap (97%) are 65 and older, where this proportion drops to 87% and 83% for 

MA and Traditional Medicare, respectively. Disabled beneficiaries qualify for Medicare before turning 65 and 

typically do not enroll in Medigap.  

▪ Income status: Nearly half of beneficiaries in MA (47%) and in Traditional Medicare (47%) have incomes less 

than twice the federal poverty level, whereas only approximately 20% of Medigap beneficiaries have an income 

less than twice the federal poverty level.  

Many Medicare beneficiaries are on fixed incomes, with half having an annual income of $43,200 or lower in 2024,32 

leading to health care costs being a significant portion of income. Many beneficiaries choose an MA-PD or Medigap 

plan, which have more predictable and limited costs than Traditional Medicare. Most MA-PD plans also offer 

supplemental benefits, such as dental, vision, and hearing. Figure 4 summarizes the prevalence of these supplemental 

benefits in 2023 and 2025.  

 

30. MedPAC. (2025, July). A data book: Health care spending and the Medicare program. https://www.medpac.gov/wp-
content/uploads/2025/07/July2025_MedPAC_DataBook_SEC.pdf. 

31. Office of the Assistant Secretary for Planning and Evaluation. (n.d.). 2022 poverty guidelines: 48 contiguous states (all states except Alaska and 
Hawaii). Department of Health and Human Services. 
https://aspe.hhs.gov/sites/default/files/documents/4b515876c4674466423975826ac57583/Guidelines-2022.pdf. 

32. Cottrill, A., Cubanski, J., Neuman, T, & Smith, K. (2025, August 25). Income and assets of Medicare beneficiaries in 2024. KFF. 
https://www.kff.org/medicare/income-and-assets-of-medicare-beneficiaries/. 

https://www.medpac.gov/wp-content/uploads/2025/07/July2025_MedPAC_DataBook_SEC.pdf
https://www.medpac.gov/wp-content/uploads/2025/07/July2025_MedPAC_DataBook_SEC.pdf
https://aspe.hhs.gov/sites/default/files/documents/4b515876c4674466423975826ac57583/Guidelines-2022.pdf
https://www.kff.org/medicare/income-and-assets-of-medicare-beneficiaries/
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FIGURE 4: PERCENT OF MEDICARE ADVANTAGE PLANS OFFERING SELECT SUPPLEMENTAL BENEFITS, 2023 AND 2025 

  

The prevalence of these benefits has remained high during the last few years. These benefits are generally considered 

“core” supplemental benefits, and new plans entering the market may find it challenging to attract enrollees if they do 

not cover these benefits. Although coverage structures vary considerably among plans, OOP costs for supplemental 

benefits are typically minimal.  
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3. Average Annual Beneficiary Costs by Medicare Coverage Option 

- Nationwide 

We compared annual 2025 health care costs for Medicare beneficiaries under various coverage options using publicly 

available premium and benefit data, as well as 2023 and 2024 CMS Research Identifiable Files (RIF) data for actual 

enrollment and encounter data from all beneficiaries in MA and Traditional Medicare. We used a seriatim approach, 

adjudicating each beneficiary’s trended claims under the respective plan design in effect in 2025. We applied the 

Medigap Plan G benefit design to the Traditional Medicare population, as actual Medigap enrollment and claims data 

is not available through the CMS RIF data.  

We analyzed non-dual, aged beneficiaries.33 The overall average age of this population is 75 years old.34 We also analyzed 

costs specifically for 65- to 70-year-old beneficiaries and 80- to 85-year-old beneficiaries.  

To normalize for population differences across MA and Traditional Medicare (e.g., demographics, morbidity), we 

adjusted cost sharing to reflect an average-aged, non-dual Medicare beneficiary using risk scores on a 2025 basis.35 

More details of our methodology can be found in Section 5. 

The results represent the overall average across the full population. Actual OOP costs for an individual beneficiary will 

deviate from these averages.  

We studied the following OOP costs under various coverage options: 

▪ MA-PD: We included only plans that have both medical (Part C) and drug (Part D) coverage. In other words, we 

excluded MA-only plans, which cover approximately 940,000 beneficiaries.36 

− Cost sharing: Part C deductible, copays, and / or coinsurance; Part D deductible, copays, and / or 

coinsurance; supplemental benefit copays and / or coinsurance for dental, vision, and hearing, if applicable. 

We also reduced Part C cost sharing by the impact of the RICS benefit, if offered. 

− Premiums: Part B premium37, MA-PD plan premium, and reductions for Part B givebacks, if applicable. 

▪ Traditional Medicare with PDP:  

− Cost sharing: 2025 standard Medicare Part A and Part B deductibles, copays, and / or coinsurance for medical 

services; PDP deductibles, copays, and / or coinsurance; expected costs for similar utilization as an MA-PD 

beneficiary for dental, vision, and hearing through either supplemental plan coverage or paying 100% 

out-of-pocket.  

− Premiums: Part B premium37 and PDP premium. 

▪ Traditional Medicare with PDP and Medigap Plan G38: Medigap Plan G is the most commonly sold Medigap 

plan in the market today, and accounts for 39% of all Medigap plans in force as of 2023.39 

− Cost sharing: 2025 Part B deductible (the only medical cost sharing required for Plan G); PDP deductibles, 

copays, and / or coinsurance; expected costs for similar utilization as an MA-PD beneficiary for dental, vision, 

and hearing through either supplemental plan coverage or paying 100% out-of-pocket. 

− Premiums: Part B premium37, PDP premium, and Medigap Plan G premium. 

 

33. We selected non-duals, as these beneficiaries do not receive cost sharing subsidies through Medicaid. We defined a beneficiary as aged if their 
original enrollment reason was aged-in rather than disabled or ESRD. Both the disabled and ESRD populations are known to have extremely 
different cost profiles and are limited in their coverage options, particularly under Medigap. 

34. The average age used in this study (2023 data) is 74 years and 10 months old. The average age used in the prior study (2020 data) is 73 years and 
3 months old. 

35. We used 2023 CMS HCC and 2024 RxHCC member level risk scores (2022 and 2023 diagnosis years, respectively) for medical and Part D/PDP, 
respectively, adjusted to the 2024 CMS HCC and 2025 RxHCC risk score models (and blending models where appropriate), to risk adjust across the 
MA-PD and Traditional Medicare populations. 

36. Milliman analysis of CMS enrollment files. Centers for Medicare and Medicaid Services. (n.d.). Monthly enrollment by plan 2025 08. 
https://www.cms.gov/data-research/statistics-trends-and-reports/medicare-advantagepart-d-contract-and-enrollment-data/monthly-enrollment-
plan/monthly-enrollment-plan-2025-08. 

37. We assume all beneficiaries in this analysis pay the standard Part B premium of $185 per month. Some higher income beneficiaries may pay more 
and some lower income beneficiaries may pay less than the standard $185. 

38. Our analysis only considers the standard Plan G benefit design and excludes the high-deductible Plan G benefit design. 
39. America’s Health Insurance Plans. (2025, May). The state of Medicare Supplement coverage. https://ahiporg-

production.s3.amazonaws.com/documents/202505-AHIP_MedicareSuppCvg-1.pdf. 

https://www.cms.gov/data-research/statistics-trends-and-reports/medicare-advantagepart-d-contract-and-enrollment-data/monthly-enrollment-plan/monthly-enrollment-plan-2025-08
https://www.cms.gov/data-research/statistics-trends-and-reports/medicare-advantagepart-d-contract-and-enrollment-data/monthly-enrollment-plan/monthly-enrollment-plan-2025-08
https://ahiporg-production.s3.amazonaws.com/documents/202505-AHIP_MedicareSuppCvg-1.pdf
https://ahiporg-production.s3.amazonaws.com/documents/202505-AHIP_MedicareSuppCvg-1.pdf
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NATIONWIDE AVERAGE ANNUAL BENEFICIARY COSTS 

Figure 5 summarizes the estimated 2025 average annual health care costs for each coverage type by cost component. 

FIGURE 5: 2025 ANNUAL HEALTH CARE COSTS BY COST COMPONENT, NATIONWIDE AVERAGE 

 

Note: The sum of individual components in this figure may not equal totals due to rounding. 
Alaska is excluded since there are no MA-PD plans offered in this state. All U.S. territories are excluded due to the unique nature of the Medicare 
program in these areas. 

 

MA-PD coverage has the lowest total annual health care costs ($3,651), followed by Traditional Medicare with PDP 

coverage ($6,932), and then Traditional Medicare with PDP and Medigap Plan G ($7,790). Traditional Medicare with 

PDP costs $3,280 more annually than MA-PD coverage. Traditional Medicare with PDP and Medigap Plan G costs 

$859 more annually than Traditional Medicare and PDP coverage, and $4,139 more annually than MA-PD coverage. 

As a proportion of total costs, beneficiary cost sharing is 14.4% and 7.8% for Traditional Medicare and MA-PD, 

respectively. This results in an actuarial value 40 of 85.6% and 92.2% for coverage of aged and non-dual beneficiaries 

in Traditional Medicare and MA-PD, respectively. In other words, under Traditional Medicare (assuming no additional 

medical coverage), for every dollar of medical and drug costs for an aged and non-dual beneficiary, Traditional 

Medicare and PDP cover 85.6 cents and the beneficiary pays 14.4 cents. This is compared to MA-PD coverage, where 

the MA-PD plan covers 92.2 cents and the beneficiary pays 7.8 cents. Please note, the total costs under MA-PD assume 

100% Traditional Medicare fee schedules and do not reflect specific provider arrangements.  

We summarized key drivers of the differences in annual health care costs across coverage options, as follows: 

▪ MA-PD:  

− Cost sharing: All MA-PD plans are required to offer cost sharing that is at least equivalent to (and is often 

better than) Traditional Medicare cost sharing, at a competitive premium (frequently $0). MA-PD average cost 

sharing is $1,492 less than Traditional Medicare average cost sharing. This is driven by two components of 

the MA-PD program that are not found in Traditional Medicare:  

 

40. Actuarial value is defined as the percentage of claim costs that are covered under each coverage option, i.e., Payer Liability/(Payer Liability + 
Beneficiary Cost Sharing). Claim costs include Medicare-covered medical benefits (equivalent of Part A and Part B services) and pharmacy claims. 
Supplemental benefit costs, such as for dental, vision, and hearing, are excluded. Pharmacy claims exclude federal subsidies and rebates. 
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▪ MOOP limit: All MA-PD plans are required to have a MOOP, which must be no greater than $9,350 

in 2025. Many MA-PD plans set this lower to make their plans more attractive to potential enrollees, 

with an average of $4,900 in 2025.41  

▪ Rebates to buy down cost sharing: MA-PD plans aim for projected costs that are below the 

Traditional Medicare “benchmarks,” which are CMS estimated costs under Traditional Medicare 

coverage in the plan’s projected service area. This is done through cost and utilization management 

strategies, which are discussed below. When projected costs are lower than the benchmarks, rebates 

are generated, which must be used to offer richer benefits. MA-PDs frequently use these rebates to 

“buy down” Part C cost sharing (i.e., fund richer medical benefits). On average across all 2025 plans 

and populations, approximately $700 in annual cost sharing was funded by rebates.42 

− Cost management: Because MA is a managed care program, MA-PD plans typically implement utilization 

and cost management strategies to keep costs lower than Traditional Medicare, which is a key driver in plans’ 

ability to generate rebates, discussed above. Some examples of these managed care controls are provider 

networks, value-based care arrangements with providers, disease management programs, and prior 

authorization requirements, among others. As an example, Health Maintenance Organization (HMO) MA-PD 

plans require beneficiaries to seek care through a defined set of in-network providers, which typically 

generates savings through more favorable provider contract rates. These strategies are all aimed at 

generating cost savings, but they typically reduce beneficiary choice of providers and may impact access to 

certain health care services compared to Traditional Medicare. 

− Supplemental benefits: Most MA-PD plans include supplemental benefits, often with low or no cost sharing. 

As shown in Figure 4 above, nearly all MA-PD plans in 2025 offer dental, vision, and hearing. In our analysis, 

we only included these three supplemental benefits, but MA-PD plans can offer a wide range of other benefits, 

such as OTC drug cards and fitness benefits. Under 2025 plan designs, we estimated MA-PD beneficiaries 

pay, on average, $188 annually for dental, vision, and hearing cost sharing. We estimated similar services 

would cost $1,322 annually under Traditional Medicare with and without Medigap, as we assume similar 

services are received, either with separate coverage through an insurer or paying 100% out-of-pocket with no 

alternative coverage.  

− Part B givebacks: One benefit commonly seen in the MA-PD market is a Part B giveback, which is a set 

amount added back to a beneficiary’s monthly Social Security payment, from which Part B premiums are 

withdrawn. On average, this saves MA-PD beneficiaries $130 annually.  

▪ PDP: PDPs generally have higher copays and / or coinsurance, higher premiums, and leaner formulary coverage 

compared to Part D through MA-PD, leading to more OOP costs under Traditional Medicare with and without 

Medigap than MA-PD (by approximately $143 annually for cost sharing alone). This is partly driven by not having 

Part C rebates to subsidize premiums (similar to medical cost sharing discussed above) and by PDPs having less 

influence over risk scores, leading to lower plan revenue.   

▪ Medigap: Medigap cost sharing for most plan types is low, often only requiring the beneficiary to pay the standard 

Part A and / or Part B deductible. Plan G requires the beneficiary to pay only the Part B annual deductible, which is 

$257 in 2025.43 Medigap premiums fund the remaining cost sharing, as well as carrier administrative costs and profit, 

providing more predictable OOP costs throughout the year. When applied to the full Traditional Medicare population, 

Plan G premiums plus cost sharing are estimated to exceed cost sharing under Traditional Medicare alone by 

approximately $859 annually. However, Medigap may have lower OOP costs for certain beneficiaries who are high 

utilizers of medical services. Premiums are also driven upward through potential induced utilization resulting from little 

to no beneficiary cost sharing and no limits on provider choice.  

  

 

41. Friedman, J., Cates, J., & Phillips, E. (2024, December 16). State of the 2025 Medicare Advantage industry: General enrollment plan valuation and selected 
benefit offerings. Milliman. https://www.milliman.com/en/insight/state-of-medicare-advantage-general-enrollment-2025. 

42. Heinrich, A. & Smetek, S. (2026 January). Value of Medicare Advantage to the federal government: 2025. Milliman. 
https://www.milliman.com/en/insight/2025-value-medicare-advantage-unitedhealth. 

43. Fact Sheets. (2024, November 8). 2025 Medicare Parts A & B premiums and deductibles. Centers for Medicare and Medicaid 
Services.https://www.cms.gov/newsroom/fact-sheets/2025-medicare-parts-b-premiums-and-deductibles. 

https://www.milliman.com/en/insight/state-of-medicare-advantage-general-enrollment-2025
https://www.milliman.com/en/insight/2025-value-medicare-advantage-unitedhealth
https://www.cms.gov/newsroom/fact-sheets/2025-medicare-parts-b-premiums-and-deductibles
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KEY FINDINGS RELATIVE TO THE 2023 REPORT 

Relative to the 2023 estimates from the prior version of this report,44 we estimated average annual health care costs 

per beneficiary will increase in 2025 under all coverage options, as follows:  

▪ MA-PD: +$256 (+8%) 

▪ Traditional Medicare with PDP: +$1,335 (+24%) 

▪ Traditional Medicare with Medigap Plan G and PDP: +$1,590 (+26%) 

Figure 6 summarizes the differences by cost component and coverage type.  

FIGURE 6: ANNUAL BENEFICIARY HEALTH CARE COSTS BETWEEN 2023 AND 2025, NATIONWIDE, AVERAGE AGE  

CATEGORY 202345 2025 CHANGE ($) CHANGE (%) 

ANNUAL PREMIUMS     

MA-PD  $2,106 $2,257 $151 7% 

Traditional Medicare with PDP  $2,470 $2,768 $298 12% 

Traditional Medicare, with PDP and Medigap Plan G  $4,901 $5,781 $880 18% 

MEDICARE-COVERED MEDICAL OOP COSTS     

MA-PD  $854 $910 $55 6% 

Traditional Medicare with PDP  $2,053 $2,402 $349 17% 

Traditional Medicare, with PDP and Medigap Plan G $226 $247 $21 9% 

DRUG OOP COSTS     

MA-PD  $388 $297 ($91) (23%) 

Traditional Medicare with PDP  $622 $439 ($182) (29%) 

Traditional Medicare, with PDP and Medigap Plan G $622 $439 ($182) (29%) 

SUPPLEMENTAL OOP     

MA-PD  $48 $188 $140 291% 

Traditional Medicare with PDP  $452 $1,322 $871 193% 

Traditional Medicare, with PDP and Medigap Plan G $452 $1,322 $871 193% 

TOTAL ANNUAL HEALTH CARE COSTS     

MA-PD  $3,396 $3,651 $256 8% 

Traditional Medicare with PDP  $5,597 $6,932 $1,335 24% 

Traditional Medicare, with PDP and Medigap Plan G $6,200 $7,790 $1,590 26% 

Note: The sum of individual components and the difference between years in this figure may not equal totals due to rounding. 

 

The differences between 2023 and 2025 costs for each component, along with the respective drivers, are as follows: 

▪ Premiums: The Part B premium increased by $20 per month, or approximately $240 per year, which is the main 

driver of premium differences across the two years. MA-PD premiums decreased slightly, which could be driven 

partly by enrollment mix differences and partly by increased market pressures and competition. PDP and Medigap 

Plan G premiums increased slightly, which could be driven partly by enrollment mix differences and partly by rising 

health care and drug costs.  

▪ Medicare-covered medical OOP costs: Cost and utilization increases across the industry over the last few years 

are likely the driver of higher OOP costs under all coverage types.  

For Medigap plans, the CMS standard Part B deductible is a large share of OOP costs, which increased from $226 

per month in 2023 to $257 per month in 2025.  

 

44. Mike, D., Nelson, P., & Schliesmann, B. (2023, September 27). Average annual beneficiary health care costs for various Medicare coverage options 
2023. Milliman. https://www.milliman.com/en/insight/average-annual-beneficiary-health-care-costs-for-various-medicare-coverage-options-2023. 

45. Ibid. 

https://www.milliman.com/en/insight/average-annual-beneficiary-health-care-costs-for-various-medicare-coverage-options-2023
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Many MA-PD plans, which are largely copay based rather than coinsurance based, aimed to keep cost sharing for 
Medicare-covered services as consistent as possible over the last few years to retain enrollment. MA-PD plans 
are also required to keep total beneficiary cost increases (cost sharing plus premiums) year over year at or below 
that year’s CMS mandated threshold, which helps mitigate large OOP increases for beneficiaries already 
enrolled.46 

▪ Drug OOP costs: The Inflation Reduction Act (IRA) of 2022 made major changes to the Part D benefit design 
starting in 2025. Under this new benefit design, beneficiary cost sharing was significantly reduced (though this led 
to various other stakeholder cost increases, including Part D premiums). This impact, though varying by MA-PD 
and PDP, was significant across the Part D market.  

▪ Supplemental OOP costs: The IRA’s Part D plan design changes in 2025 led to significant increases in Part D 

premiums. For MA-PD plans in particular, many aimed to keep medical cost sharing and total member premiums 

as consistent as possible, but this required reducing supplemental benefits to offset the Part D premium increase, 

either through removing some benefits entirely or reducing the value of existing benefits.47 Some changes included 

adding or increasing cost sharing on dental, vision, and hearing.  

ANNUAL BENEFICIARY COSTS, 65- TO 70-YEAR-OLDS, NATIONWIDE 

In addition to the overall average beneficiary costs, we examined the relationship across different coverage types for 

younger and older segments of the Medicare population. Figure 7 summarizes the same information across coverage 

options as Figure 5, but for 65- to 70-year-old aged and non-duals, the youngest cohort of beneficiaries.  

FIGURE 7: 2025 ANNUAL HEALTH CARE COSTS BY COST COMPONENT, NATIONWIDE, 65- TO 70-YEAR-OLDS 

  

Note: The sum of individual components in this figure may not equal totals due to rounding. 

Alaska is excluded since there are no MA-PD plans offered in this state. All U.S. territories are excluded due to the unique nature of the Medicare 
program in these areas. 
 

46. Centers for Medicare and Medicaid Services. (2016, April 22). Medicare Managed Care Manual, Chapter 4 - Benefits and beneficiary protections. 
https://www.cms.gov/regulations-and-guidance/guidance/manuals/downloads/mc86c04.pdf. 

47. Friedman, J., Cates, J., & Phillips, E. (2024, December 16). State of the 2025 Medicare Advantage industry: General enrollment plan valuation and 
selected benefit offerings. Milliman. https://www.milliman.com/en/insight/state-of-medicare-advantage-general-enrollment-2025. 
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The observations for 65- to 70-year-old beneficiaries are consistent with those outlined above for the overall population, 

with MA-PD coverage being the lowest and Traditional Medicare with PDP and Medigap Plan G being the highest OOP 

cost option in 2025. Estimated 2025 MA-PD OOP costs are $2,827 and $3,809 lower than Traditional Medicare with 

PDP and Traditional Medicare with PDP and Medigap Plan G, respectively.  

The difference in OOP costs is smaller than for the overall average population, driven by the following:  

▪ Cost sharing is lower for this younger age cohort, but the decrease from the overall population is greater for 

Traditional Medicare than for MA-PD beneficiaries. Traditional Medicare cost sharing is generally coinsurance 

based (scaling with lower costs), whereas MA-PD is generally copay based (less scaling with lower costs due to 

fixed dollars collected). 

▪ Medigap premiums vary by age in most states, so 65- to 70-year-old premiums are $449 per year lower than 

overall average premiums. MA-PD and PDP premiums, in contrast, do not vary by age, gender, or health status, 

so the difference in premiums is smaller and driven by younger members choosing to enroll in lower premium 

plans.  

LIFETIME BENEFICIARY COSTS, 65- TO 70-YEAR-OLDS, NATIONWIDE 

According to the Social Security Administration (SSA), the average 67.5-year-old (midpoint of our 65- to 70-year-old 

cohort) will live for approximately 18.5 more years, or until age 86.48,49 Using this assumed life expectancy and 

assumptions for medical and drug cost inflation and claim cost increases due to age, we projected lifetime costs under 

each coverage option, with results summarized in Figure 8. MA-PD coverage is expected to be approximately $116,000 

lower than Traditional Medicare with PDP and approximately $165,000 lower than Traditional Medicare with PDP and 

Medigap Plan G.  

FIGURE 8: ESTIMATED LIFETIME HEALTH CARE COSTS, NATIONWIDE, 65- TO 70-YEAR-OLDS* 

 

*Assumes average age of 67.5 with a future life expectancy of 18.5 more years, beginning in 2025.  

Alaska is excluded since there are no MA-PD plans offered in this state. All U.S. territories are excluded due to the unique nature of the Medicare program 

in these areas. 

  

 

48. Social Security Administration. (n.d.). Retire & survivors benefits: Life expectancy calculator. https://www.ssa.gov/planners/lifeexpectancy.html 
49. The Social Security Administration website calculates different life expectancies for men and women. We used the average life expectancy across 

genders. 
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Another recent Milliman analysis50 studied the estimated lifetime health care costs under similar coverage options for 

a 65-year-old. The estimates above represent an average age of 67.5 but provide generally similar results. We note 

methodologies, including underlying data sets and select assumptions, differ but were reviewed for general alignment 

in conjunction with this analysis.  

ANNUAL BENEFICIARY COSTS, 80- TO 85-YEAR-OLDS, NATIONWIDE 

Figure 9 summarizes the same information across coverage options as Figures 5 and 7 above, but for 80- to 85-year-old 

aged and non-dual beneficiaries.  

FIGURE 9: 2025 ANNUAL HEALTH CARE COSTS BY COST COMPONENT, NATIONWIDE, 80- TO 85-YEAR-OLDS 

 

Note: The sum of individual components in this figure may not equal totals due to rounding. 
Alaska is excluded since there are no MA-PD plans offered in this state. All U.S. territories are excluded due to the unique nature of the Medicare program 
in these areas. 

 

The same observations hold true for the older age group as well. MA-PD coverage is the lowest cost option and 

Traditional Medicare with PDP and Medigap Plan G is the highest OOP cost option in 2025. Estimated 2025 MA-PD 

OOP costs are $3,791 and $4,920 lower than Traditional Medicare with PDP and Traditional Medicare with PDP and 

Medigap Plan G, respectively.  

The difference in OOP costs is larger than for the overall average population, driven by the following: 

▪ Traditional Medicare cost sharing for medical services increases more than MA-PD cost sharing moving to older 

ages, likely driven by the lack of MOOP in Traditional Medicare. 

 

50. Schmidt, R. & Walters, E. (2025, September 2). 2025 Milliman retiree health cost index. Milliman. https://www.milliman.com/en/insight/retiree-health-
cost-index-2025. 
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▪ Medigap premiums are $912 per year higher for this age group than for the overall average population. MA-PD 

and PDP premium differences are driven by older members choosing to enroll in higher premium plans.  

BENEFICIARIES WITH GREATER THAN AVERAGE HEALTH CARE COSTS 

For a beneficiary expecting to incur significantly greater than average health care costs (for example, someone using 

Part B infusion medications), MA-PD and Medigap coverages offer financial protections on medical costs that 

Traditional Medicare alone does not. MA-PD plans must have a MOOP of $9,350 or less for 2025. Medigap coverage’s 

cost sharing is typically significantly lower, often $0, but has high premiums to offset this benefit.  

To understand the prevalence of Traditional Medicare beneficiaries who would benefit from these financial protections, 

we identified those in Traditional Medicare who would have exceeded the maximum MA-PD MOOP for the respective 

year ($8,300 in 2023 and $9,350 in 2025) for medical services and calculated their average total claims and total cost 

sharing. Figure 10 summarizes these findings. We applied the 2023 MOOP to 2023 claims and the 2025 MOOP to 

2023 claims projected to 2025. Average premiums for Medigap Plan G are included for comparison. 

FIGURE 10: TRADITIONAL MEDICARE BENEFICIARIES EXCEEDING MA-PD MOOP, 2023 AND 2025 

YEAR; MOOP LEVEL 

SHARE OF TRADITIONAL 

MEDICARE ENROLLEES 

AVERAGE ANNUAL 

TOTAL CLAIMS 

AVERAGE ANNUAL 

MEMBER OOP COSTS 

AVERAGE PLAN G 

PREMIUM* 

2025; $9,350 5.3% $125,639 $18,622 $3,014 

2023; $8,300 4.7% $112,845 $15,970 $2,43151 

*2023 Plan G premium from the prior version of this report. Drivers of differences include plan and enrollment mix, among others.  

 

Approximately 5.3% of Traditional Medicare enrollees in 2025 are estimated to exceed the 2025 MA-PD MOOP level 

in annual cost sharing, averaging approximately $18,600 in cost sharing from $125,600 in annual claim costs (assuming 

no other coverage). This is compared to 4.7% of Traditional Medicare enrollees exceeding the MA-PD MOOP level in 

2023, with approximately $16,000 in cost sharing from $112,800 in annual claim costs. These beneficiaries would incur 

lower OOP costs by choosing an MA-PD or a Medigap plan with financial protection and more predictable costs. 

Beneficiaries who expect to incur over $3,270 annually in total OOP costs for medical services (the approximate 

average annual Plan G premium plus the Part B deductible in 2025) for consecutive years may be better off financially 

with a Medigap plan than an MA-PD plan. Beneficiaries in MA-PD plans incur cost sharing up to the MOOP, which is 

frequently greater than $3,270. Medigap Plan G beneficiaries will not incur OOP costs beyond the Part B and Medigap 

plan premiums and the Part B deductible. However, this is highly dependent on the MA-PD plans available in the 

service area, as very low MOOP plans may be available, and the beneficiary’s Medigap premium, as this could be rated 

based on age, gender, and underlying conditions. 

ADDITIONAL CONSIDERATIONS NOT MEASURED BY ANNUAL HEALTH CARE COSTS 

In addition to total OOP costs, there are many additional considerations for prospective beneficiaries that cannot be 

easily quantified when selecting the ideal type of coverage. These additional considerations include:  

▪ Predictable medical costs: Many Medicare eligibles are on a fixed income each year. Medigap plans, such as 

Plan G offer the most predictability in expected OOP costs each year. This predictability of OOP costs may have 

substantial value beyond the actual financial outlay to a Medicare beneficiary on a limited fixed income.  

▪ Utilization management strategies: Traditional Medicare and most Medigap plans do not have restrictions on 

access to providers or services, only requiring the provider to accept Medicare beneficiaries.52 MA-PD plans rely 

on provider networks to coordinate care, implement programs, and reduce costs through preferred network 

provider rates and prior authorizations. In an HMO, a beneficiary must see providers in the network. In a PPO, a 

beneficiary may go out of the network but would be subject to higher cost sharing and sometimes higher premiums. 

The desire to see any provider and / or have no restrictions on accessing services may outweigh the additional 

financial outlay under Traditional Medicare and Medigap for some beneficiaries. 

 

51. Mike, D., Nelson, P., & Schliesmann, B. (2023, September 27). Average annual beneficiary health care costs for various Medicare coverage options 
2023. Milliman. https://www.milliman.com/en/insight/average-annual-beneficiary-health-care-costs-for-various-medicare-coverage-options-2023. 

52. Medicare Select plans have a preferred provider network for Part A hospital services and some professional services on occasion. There may be lower 
premiums as a trade-off for the network restriction.  

https://www.milliman.com/en/insight/average-annual-beneficiary-health-care-costs-for-various-medicare-coverage-options-2023
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▪ Complex condition management: Most MA-PD plans have care management programs, including disease 

management programs and value-based care arrangements. The goals of care management are to improve 

beneficiary health outcomes, reduce plan costs through better care coordination and management, and improve 

beneficiary experience (which helps the MA-PD plan’s star rating). As such, beneficiaries with complex health 

profiles may benefit from the coordinated care approach of MA-PD plans. Although Traditional Medicare includes 

some care management, such as the Medicare Shared Savings Program, it is not nearly as robust as the care 

management provided by MA-PD plans.  

In addition, MA-PD plans are allowed to offer benefits tailored to certain conditions (non-uniformly), such as Special 

Supplemental Benefits for the Chronically Ill (SSBCI) and Uniformity Flexibility (UF), which can offer either 

additional supplemental benefits or reduced cost sharing for select services targeting the specific conditions.  

▪ Existence of special needs plans in Medicare Advantage: There are several types of SNPs in the MA program 

aimed at specific health conditions or income-based needs, described below.  

− Chronic SNP (C-SNP): Plans for members with specified chronic conditions (e.g., diabetes, chronic heart failure). 

− Institutionalized SNP (I-SNP): Plans for members who are institutionalized in a nursing home, or functionally 

impaired seniors living in the community. 

− Dual eligible SNP (D-SNP): Plans for members who are eligible for both Medicare and Medicaid. 

These plans may offer targeted supplemental benefits not available in Traditional Medicare or Medigap for 

qualifying beneficiaries, such as maintenance drugs for those with diabetes or grocery cards for those considered 

low-income. 

▪ Availability of supplemental benefits in Medicare Advantage: Many MA-PD plans offer supplemental benefits, 

such as dental, vision, hearing, post-inpatient meals, OTC drug cards, fitness packages, and acupuncture, among 

many others. Across all MA plans in 2025, the average value of supplemental benefits is over $80 per month.53 

Traditional Medicare and Medigap policies do not offer any supplemental benefits, so beneficiaries would need a 

standalone plan or pay fully out-of-pocket for these services. Therefore, these supplemental benefits are likely an 

additional source of OOP savings for MA-PD beneficiaries who would utilize these services regardless of coverage 

selected.  

In particular, according to the 2022 Medicare Current Beneficiary Survey, the most frequently self-identified 

condition is related to vision, at 94.4% of respondents, but Traditional Medicare covers only limited vision 

services.54  

▪ Part D financial penalties: A beneficiary who does not enroll in a Part D plan or have other creditable drug 

coverage after their initial Medicare enrollment period will be subject to an LEP upon future Part D or PDP 

enrollment.55 Foregoing a Part D plan may generate premium savings initially, but upon enrollment later on, there 

could be steep financial costs from the LEP, depending on the length of time coverage was foregone. We did not 

consider any LEP in this analysis. 

▪ Rating differences and guaranteed issue: General enrollment MA-PD plans (i.e., non-SNP) and PDPs are 

guaranteed issue. The only restriction to guaranteed issue in MA is that SNP beneficiaries need to prove eligibility 

for the respective plan. In addition, premiums are the same for every beneficiary enrolling56 and are set at the plan 

level ahead of the coverage year, which are subject to strict rules for allowable increases relative to the prior year.  

Medigap plans are guaranteed issue at age 65, but generally not guaranteed issue thereafter (i.e., coverage can 

be denied).57 Many states can vary premiums by age, health status, geography, and / or tobacco use, though some 

states require community rating (no variation by age and gender).  

 

53. Heinrich, A. & Smetek, S. (2026 January). Value of Medicare Advantage to the federal government: 2025. Milliman. 
https://www.milliman.com/en/insight/2025-value-medicare-advantage-unitedhealth. 

54. Milliman analysis of Medicare Current Beneficiary Survey. (2025, January). Chartbook. Centers for Medicare and Medicaid Services. accessed 
October 28, 2025 from https://www.chartbook.mcbs.org/#beneficiary-health. 

55. The monthly late enrollment penalty is calculated as 1% of the enrollment year’s nationwide base beneficiary premium ($36.78 in 2025) times the 
number of months the beneficiary did not have Part D or creditable coverage. See Partner Tip Sheet. (2024, March). Information partners can use 
on: The Part D Late Enrollment Penalty. Medicare. https://www.cms.gov/outreach-and-education/outreach/partnerships/downloads/11222-p.pdf. 

56. Low-income beneficiaries may pay different premiums due to government subsidies available. 
57. Guaranteed issue may be allowed after certain other circumstances, such as involuntarily losing other coverage or disenrolling from MA within the 

first year. 

https://www.milliman.com/en/insight/2025-value-medicare-advantage-unitedhealth
https://www.chartbook.mcbs.org/#beneficiary-health
https://www.cms.gov/outreach-and-education/outreach/partnerships/downloads/11222-p.pdf
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4. Average annual beneficiary costs by Medicare coverage option – 
state level 

We also summarized annual health care costs by state for each coverage option. Results are shown in Figure 11. State 

level results for 65- to 70-year-old beneficiaries and 80- to 85-year-old beneficiaries are included in Appendix A.  

We excluded Alaska, as there are no MA-PD plan offerings in this state. We also excluded all U.S. territories (also 

excluded from nationwide results above) due to the unique nature of the Medicare program in these areas.  

Results within each coverage option may vary across states due to differences in cost and utilization patterns of the 

underlying population, MA-PD and PDP plan offerings, and Medigap premiums, among others. We did not attempt to 

normalize for these differences beyond risk scores. Specific examples of differences at the state level are as follows:  

▪ MA-PD benefit offerings: There is significant variation in MA-PD plan designs across states. Supplemental benefit 

offerings, MA-PD premiums, and Part B givebacks are drivers of enrollment and can be dictated by the 

competitiveness of the area. Florida, which is one of the most competitive Medicare markets in the country, has 

the lowest combined MA-PD and Part B premium ($137 per month) due to the prevalence of $0 MA-PD premiums 

and high Part B givebacks. This is compared to Minnesota, where the average total premium is over $100 greater 

per month ($256 per month), driven by both higher MA-PD plan premiums and lower prevalence of Part B 

givebacks.  

▪ Medigap premiums:  

− Rating differences: Medigap is regulated at the state level, meaning pricing methodology can vary across 

states. Nine states (Arkansas, Connecticut, Idaho, Massachusetts, Maine, Minnesota, New York, Vermont, 

and Washington) require community rating, meaning rates are the same regardless of gender and age upon 

enrollment. Four states (Arizona, Florida, Georgia, and Missouri) allow issue-age rating (premiums based on 

the age when the policy is issued) but not attained-age rating (premiums based on current age). The remaining 

states allow any type of rating.58 

− Benefit offering differences: Three states—Massachusetts, Wisconsin, and Minnesota—receive waivers to 

offer benefits that differ from the standardized plans.59  

 
  

  

 

58. Freed, M., Ochieng, N., Cubanski, J., & Neuman, T. (2024, October 18). Key facts about Medigap enrollment and premiums for Medicare beneficiaries. 
KFF. https://www.kff.org/medicare/key-facts-about-medigap-enrollment-and-premiums-for-medicare-beneficiaries/. 

59. Ibid. 

https://www.kff.org/medicare/key-facts-about-medigap-enrollment-and-premiums-for-medicare-beneficiaries/
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FIGURE 11: 2025 OUT-OF-POCKET COSTS AND PREMIUMS BY STATE (continued on page 20)60 

 
MAPD 

TRADITIONAL MEDICARE, 

PDP 

TRADITIONAL MEDICARE, 

PDP, MEDIGAP PLAN G 
      

STATE 

Total 

OOP 

cost 

Total 

premium 

Total 

cost 

Total 

OOP 

cost 

Total 

premium 

Total 

cost 

Total 

OOP 

cost 

Total 

premium 

Total 

cost  

MA-PD value 

of 

supplemental 

benefits61  

Traditional 

Medicare, PDP 

vs. MA-PD 

Traditional 

Medicare, PDP, 

Medigap Plan G 

vs. MA-PD 

Traditional 

Medicare, PDP, 

Medigap Plan G 

vs. Traditional 

Medicare, PDP 

Alabama $1,431 $2,266 $3,697 $4,021 $2,851 $6,872 $2,020 $6,060 $8,080  $506 
 

186% 219% 118% 

Arizona $1,232 $2,143 $3,375 $4,320 $2,648 $6,968 $1,969 $6,250 $8,219  $611 
 

206% 243% 118% 

Arkansas $1,311 $2,179 $3,490 $3,978 $2,553 $6,532 $1,991 $5,653 $7,644  $626 
 

187% 219% 117% 

California $796 $2,274 $3,070 $4,400 $2,999 $7,399 $2,045 $6,012 $8,057  $644 
 

241% 262% 109% 

Colorado $1,450 $2,274 $3,724 $4,255 $2,718 $6,972 $2,005 $5,130 $7,135  $571 
 

187% 192% 102% 

Connecticut $2,226 $2,291 $4,516 $4,319 $2,935 $7,253 $2,006 $6,408 $8,414  $547 
 

161% 186% 116% 

Delaware $1,474 $2,313 $3,788 $4,223 $2,757 $6,980 $1,989 $6,183 $8,172  $659 
 

184% 216% 117% 

District of 

Columbia 
$1,434 $2,537 $3,971 $4,146 $2,808 $6,954 $2,030 $6,390 $8,421  $593 

 
175% 212% 121% 

Florida $938 $1,638 $2,576 $4,120 $2,796 $6,917 $1,968 $6,335 $8,303  $772 
 

269% 322% 120% 

Georgia $1,664 $2,151 $3,815 $4,071 $2,750 $6,820 $2,038 $6,140 $8,178  $589 
 

179% 214% 120% 

Hawaii $1,335 $2,747 $4,082 $3,696 $2,664 $6,360 $1,994 $5,522 $7,516  $618 
 

156% 184% 118% 

Idaho $1,444 $2,405 $3,849 $4,091 $2,603 $6,693 $2,008 $5,549 $7,557  $555 
 

174% 196% 113% 

Illinois $1,340 $2,264 $3,603 $4,224 $2,701 $6,926 $2,003 $5,639 $7,642  $749 
 

192% 212% 110% 

Indiana $1,611 $2,235 $3,846 $4,142 $2,683 $6,825 $2,007 $5,208 $7,215  $615 
 

177% 188% 106% 

Iowa $1,570 $2,229 $3,799 $4,309 $2,566 $6,874 $2,093 $5,800 $7,894  $530 
 

181% 208% 115% 

Kansas $1,596 $2,216 $3,812 $4,359 $2,545 $6,904 $2,034 $5,057 $7,091  $602 
 

181% 186% 103% 

Kentucky $1,591 $2,146 $3,737 $3,973 $2,731 $6,704 $1,988 $5,345 $7,334  $715 
 

179% 196% 109% 

Louisiana $1,259 $2,201 $3,460 $4,058 $2,734 $6,792 $2,015 $5,521 $7,535  $678 
 

196% 218% 111% 

Maine $1,916 $2,301 $4,217 $4,043 $2,810 $6,853 $2,022 $6,255 $8,276  $636 
 

162% 196% 121% 

Maryland $1,689 $2,562 $4,250 $4,455 $2,743 $7,198 $1,999 $6,991 $8,990  $525 
 

169% 211% 125% 

Massachusetts $1,715 $2,697 $4,412 $4,188 $2,894 $7,082 $2,009 $8,586 $10,595  $631 
 

161% 240% 150% 

Michigan $1,514 $2,321 $3,835 $3,958 $2,645 $6,603 $1,942 $5,343 $7,285  $605 
 

172% 190% 110% 

Minnesota $1,330 $3,074 $4,403 $4,101 $2,622 $6,724 $2,021 $6,574 $8,595  $577 
 

153% 195% 128% 

Mississippi $1,587 $2,281 $3,868 $4,191 $2,692 $6,883 $2,063 $5,334 $7,397  $598 
 

178% 191% 107% 

Missouri $1,361 $2,238 $3,599 $4,036 $2,675 $6,712 $1,999 $6,572 $8,571  $638 
 

186% 238% 128% 

 

60. See Section 3 for what is included in each cost component. 
61. Represents the total value of supplemental benefits offered, such as OTC cards and fitness. Excludes Part D, Part B giveback value, and medical cost sharing buy down.  
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MAPD 

TRADITIONAL MEDICARE, 

PDP 

TRADITIONAL MEDICARE, 

PDP, MEDIGAP PLAN G 
      

STATE 

Total 

OOP 

cost 

Total 

premium 

Total 

cost 

Total 

OOP 

cost 

Total 

premium 

Total 

cost 

Total 

OOP 

cost 

Total 

premium 

Total 

cost  

MA-PD value 

of 

supplemental 

benefits61  

Traditional 

Medicare, PDP 

vs. MA-PD 

Traditional 

Medicare, PDP, 

Medigap Plan G 

vs. MA-PD 

Traditional 

Medicare, PDP, 

Medigap Plan G 

vs. Traditional 

Medicare, PDP 

Montana $1,803 $2,394 $4,197 $4,177 $2,618 $6,795 $2,034 $5,120 $7,154  $421 
 

162% 170% 105% 

Nebraska $1,698 $2,391 $4,089 $4,440 $2,577 $7,018 $2,074 $5,410 $7,485  $556 
 

172% 183% 107% 

Nevada $725 $2,122 $2,847 $4,332 $2,792 $7,124 $2,008 $6,960 $8,968  $709 
 

250% 315% 126% 

New 

Hampshire 
$2,194 $2,320 $4,514 $4,148 $2,704 $6,852 $2,037 $6,069 $8,106  $487 

 
152% 180% 118% 

New Jersey $1,691 $2,272 $3,963 $4,379 $2,782 $7,161 $1,986 $6,025 $8,011  $601 
 

181% 202% 112% 

New Mexico $1,638 $2,236 $3,874 $3,976 $2,647 $6,623 $1,999 $5,121 $7,120  $575 
 

171% 184% 107% 

New York $1,822 $2,434 $4,256 $4,377 $3,168 $7,545 $2,013 $7,686 $9,699  $573 
 

177% 228% 129% 

North Carolina $1,359 $2,205 $3,565 $3,964 $2,745 $6,709 $2,011 $5,228 $7,239  $690 
 

188% 203% 108% 

North Dakota $1,531 $2,838 $4,369 $4,344 $2,582 $6,927 $2,097 $5,252 $7,349  $482 
 

159% 168% 106% 

Ohio $1,472 $2,240 $3,711 $3,917 $2,648 $6,565 $1,976 $4,717 $6,693  $741 
 

177% 180% 102% 

Oklahoma $1,351 $2,260 $3,611 $4,139 $2,718 $6,856 $2,055 $5,495 $7,550  $622 
 

190% 209% 110% 

Oregon $1,672 $2,560 $4,232 $3,959 $2,562 $6,521 $1,976 $5,291 $7,267  $457 
 

154% 172% 111% 

Pennsylvania $1,426 $2,424 $3,850 $4,109 $2,686 $6,795 $2,014 $5,126 $7,140  $700 
 

176% 185% 105% 

Rhode Island $1,269 $2,471 $3,739 $4,069 $2,863 $6,933 $2,004 $5,866 $7,871  $835 
 

185% 210% 114% 

South Carolina $1,654 $2,097 $3,751 $4,151 $2,741 $6,893 $2,070 $5,958 $8,028  $583 
 

184% 214% 116% 

South Dakota $1,738 $2,620 $4,357 $4,441 $2,571 $7,012 $2,103 $6,017 $8,120  $470 
 

161% 186% 116% 

Tennessee $1,253 $2,297 $3,550 $4,049 $2,725 $6,774 $2,038 $5,212 $7,250  $706 
 

191% 204% 107% 

Texas $1,307 $2,109 $3,416 $4,212 $2,741 $6,953 $2,011 $4,941 $6,952  $620 
 

204% 204% 100% 

Utah $1,453 $2,306 $3,759 $4,039 $2,673 $6,712 $1,958 $5,898 $7,856  $578 
 

179% 209% 117% 

Vermont $1,768 $2,396 $4,163 $3,825 $2,845 $6,670 $2,076 $5,800 $7,876  $556 
 

160% 189% 118% 

Virginia $1,418 $2,220 $3,639 $4,011 $2,660 $6,671 $2,005 $4,995 $7,000  $711 
 

183% 192% 105% 

Washington $1,730 $2,475 $4,205 $4,001 $2,593 $6,594 $1,997 $5,596 $7,594  $477 
 

157% 181% 115% 

West Virginia $1,701 $2,159 $3,860 $3,866 $2,791 $6,657 $1,966 $5,591 $7,557  $558 
 

172% 196% 114% 

Wisconsin $1,612 $2,476 $4,088 $4,015 $2,572 $6,587 $2,002 $4,929 $6,931  $593 
 

161% 170% 105% 

Wyoming $2,461 $2,426 $4,886 $4,445 $2,713 $7,158 $2,101 $5,869 $7,970  $334 
 

146% 163% 111% 
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5. Methodology 

We used detailed publicly available benefit design, premium, and plan information for all 2025 MA-PD plans. We used 

2023 CMS RIF medical claims data for MA-PD and Traditional Medicare beneficiaries trended to 2025 and 2024 CMS 

RIF Part D data for MA-PD and PDP beneficiaries trended to 2025. We ran a seriatim adjudication, applying plan 

specific 2025 benefits for every member and their full year of respective claims in the RIF data. For Medigap, we applied 

the Plan G design to all Traditional Medicare costs, as the CMS RIFs do not include Medigap data. We used 2023 CMS 

HCC and 2024 RxHCC member level risk scores (2022 and 2023 diagnosis years, respectively) for medical and 

Part D/PDP, respectively, adjusted to the 2024 CMS HCC and 2025 RxHCC risk score models (and blending models 

where appropriate), to risk adjust across the MA-PD and Traditional Medicare populations. For MA-PD, we applied the 

average 2025 reduction in Part B premiums beneficiaries see through the Part B giveback. We also reduced MA-PD 

medical cost sharing by the average impact of RICS.  

Our population was limited to beneficiaries originally qualifying for Medicare based on their age (not through a disability 

and not having ESRD) and who do not qualify for income-based health coverage (such as through Medicaid). We 

excluded the following Medicare plan types: MA-only plans, employer group waiver plans (EGWPs), Program of 

All-inclusive Care for the Elderly (PACE) organizations, Medical Savings Account (MSA) plans, Medicare cost plans 

(1876 and 1833), and Medicare-Medicaid Plans (MMPs).  

To calculate costs for 65- to 70- year-olds and 80- to 85-year-olds, we limited the medical and Part D RIF datasets to 

beneficiaries in these age groupings.  

To calculate the lifetime costs for an average 67.5-year-old (mid-point of the 65- to 70-year-old age group), we assumed 

an annual increase of 6.6% for medical costs and 1.5% for drug costs based on the 2025 Medicare Trustees Report, 

and an average remaining life span of 19 years based on the Social Security Administration website.62,63 We also 

included the impact of aging, as we expect OOP costs to increase as beneficiaries age, which is based on age / gender 

factors from the Milliman Health Cost GuidelinesTM (HCGs). The age / gender factors from the HCGs represent allowed 

cost differentials, but we assume cost sharing scales similarly. We did not directly consider the future impact of the IRA 

on OOP costs beyond 2025 benefit design changes. The assumed drug cost trends from the Medicare Trustees Report 

appear to account for the IRA’s impact on negotiated drug prices in 2026 and beyond—we assume similar trends will 

continue when calculating lifetime costs. 

Our nationwide results exclude Alaska, as there are currently no MA-PD offerings other than two MSA plans. We also 

exclude the U.S. territories.  

Medigap nationwide premiums exclude Massachusetts, Minnesota, and Wisconsin, as Medigap is offered through a 

different set of standardized plans under a federal waiver in those states. Medigap premiums are from Weiss Ratings 

at a carrier, state, age, and gender level. Medigap enrollment from Mark Farrah Associates is paired with the Weiss 

data at the carrier and plan level to calculate average premiums.  

 

62. The Boards of Trustees, Federal Hospital Insurance and Federal Supplementary Medical Insurance Trust Funds. (2025, June 18). 2025 Annual 
report of the Boards of Trustees of the Federal Hospital Insurance and Federal Supplementary Medical Insurance trust funds [Communication]. 
Centers for Medicare and Medicaid Services. https://www.cms.gov/oact/tr/2025. 

63. Social Security Administration. (n.d.). Retirement & survivors benefits: Life expectancy calculator. Retrieved October 4, 2025, from 
https://www.ssa.gov/planners/lifeexpectancy.html. 

https://www.cms.gov/oact/tr/2025
https://www.ssa.gov/planners/lifeexpectancy.html
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6. Caveats and limitations 

The authors of this report are employees of Milliman, Inc. Ali Heinrich and Kevin Scherer are members of the American 

Academy of Actuaries and meet the qualification standards of the American Academy of Actuaries to perform the 

analysis supporting this report. 

The material in this report represents the opinion of the authors and is not representative of the views of Milliman. 

Milliman does not intend to benefit and assumes no duty of liability to parties that receive this work product. Any 

third-party recipient of this work product that desires professional guidance should not rely upon Milliman’s work 

product, but should engage qualified professionals for advice appropriate to its own specific needs. Milliman is not 

advocating for, or endorsing, any specific policy changes to the Traditional Medicare, MA, or Medicare Part D programs 

in this report. 

Milliman has developed certain models to estimate the values included in this report. The intent of the models was to 

estimate OOP beneficiary costs for various Medicare coverage options. We have reviewed the models, including their 

inputs, calculations, and outputs, for consistency, reasonableness, and appropriateness to the intended purpose and 

in compliance with generally accepted actuarial practice and relevant actuarial standards of practice (ASOP). 

The models rely on data and information as input to the models. We relied upon certain data and information from CMS 

for this purpose and accepted it without audit. There is no single comprehensive source that estimates OOP beneficiary 

costs. As such, we connected various CMS resources to estimate cost sharing and premiums under the different 

coverage options. To the extent the data and information relied upon is not accurate, or is not complete, the values 

provided in this report may likewise be inaccurate or incomplete. 

The figures presented in this report are illustrative estimates for hypothetical average 2025 Medicare beneficiaries and 

based on publicly available benefit, premium, and enrollment data, as well as our estimates of Medicare-covered 

service costs, drug costs, risk scores, supplemental benefit costs, and other related items. This analysis is intended to 

illustrate average beneficiary cost differences among various Medicare coverage options and should not be used for 

any other purpose. Actual beneficiary health costs will vary from the estimates in this report and will depend on the 

beneficiary’s age, gender, geography, health status, available health plans, and other factors. 

In completing this analysis, we relied on information from CMS, Mark Farrah Associates, and Weiss Ratings, which we 

accepted without audit. However, we did review this information for general reasonableness. If this information is 

inaccurate or incomplete, conclusions drawn from this information may change. 

The models, including all input, calculations, output, and this report, may not be appropriate and should not be used for 

any other purpose. 
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Appendix A1: 2025 Out-of-Pocket costs and Premiums by State: Ages 65-70 

 MAPD 

TRADITIONAL MEDICARE, 

PDP 

TRADITIONAL MEDICARE, 

PDP, MEDIGAP PLAN G       

STATE 

Total 

OOP 

cost 

Total 

premium 

Total 

cost 

Total 

OOP 

cost 

Total 

premium 

Total 

cost 

Total 

OOP 

cost 

Total 

premium 

Total 

cost  

MA-PD value of 

supplemental 

benefits64  

Traditional 

Medicare, 

PDP vs.  

MA-PD 

Traditional 

Medicare, PDP, 

Medigap Plan 

G vs. MA-PD 

Traditional 

Medicare, PDP, 

Medigap Plan G 

vs. Traditional 

Medicare, PDP 

Alabama $1,149 $2,239 $3,388 $3,527 $2,647 $6,175 $1,976 $5,559 $7,535  $496  182% 222% 122% 

Arizona $979 $2,107 $3,086 $3,556 $2,482 $6,038 $1,892 $5,539 $7,431  $615  196% 241% 123% 

Arkansas $988 $2,160 $3,148 $3,350 $2,437 $5,787 $1,926 $5,536 $7,462  $628  184% 237% 129% 

California $643 $2,189 $2,832 $3,606 $2,748 $6,354 $1,958 $5,043 $7,000  $648  224% 247% 110% 

Colorado $1,173 $2,237 $3,410 $3,554 $2,515 $6,069 $1,905 $4,577 $6,482  $574  178% 190% 107% 

Connecticut $1,819 $2,241 $4,059 $3,765 $2,722 $6,487 $1,947 $6,195 $8,142  $554  160% 201% 126% 

Delaware $1,142 $2,294 $3,436 $3,565 $2,560 $6,125 $1,904 $5,719 $7,623  $663  178% 222% 124% 

District of 

Columbia 
$1,183 $2,456 $3,639 $3,278 $2,611 $5,889 $1,868 $5,751 $7,618  $578  162% 209% 129% 

Florida $787 $1,535 $2,322 $3,511 $2,582 $6,093 $1,920 $5,418 $7,339  $755  262% 316% 120% 

Georgia $1,307 $2,092 $3,399 $3,481 $2,546 $6,027 $1,965 $5,350 $7,315  $591  177% 215% 121% 

Hawaii $1,042 $2,641 $3,683 $3,079 $2,517 $5,596 $1,905 $4,769 $6,674  $595  152% 181% 119% 

Idaho $1,091 $2,341 $3,432 $3,499 $2,452 $5,951 $1,930 $5,274 $7,204  $565  173% 210% 121% 

Illinois $1,071 $2,219 $3,290 $3,585 $2,530 $6,115 $1,927 $4,884 $6,811  $743  186% 207% 111% 

Indiana $1,252 $2,189 $3,440 $3,492 $2,510 $6,002 $1,931 $4,530 $6,461  $635  174% 188% 108% 

Iowa $1,246 $2,214 $3,460 $3,659 $2,450 $6,110 $1,995 $5,013 $7,007  $534  177% 203% 115% 

Kansas $1,253 $2,203 $3,456 $3,593 $2,435 $6,027 $1,963 $4,639 $6,602  $607  174% 191% 110% 

Kentucky $1,180 $2,117 $3,297 $3,411 $2,550 $5,961 $1,914 $4,674 $6,588  $742  181% 200% 111% 

Louisiana $986 $2,183 $3,170 $3,468 $2,569 $6,037 $1,948 $5,028 $6,976  $702  190% 220% 116% 

Maine $1,484 $2,269 $3,753 $3,494 $2,540 $6,034 $1,930 $5,984 $7,915  $639  161% 211% 131% 

Maryland $1,341 $2,482 $3,823 $3,687 $2,563 $6,250 $1,904 $6,314 $8,218  $517  163% 215% 131% 

Massachusetts $1,348 $2,418 $3,766 $3,504 $2,727 $6,231 $1,912 $8,419 $10,331  $684  165% 274% 166% 

Michigan $1,183 $2,155 $3,339 $3,418 $2,480 $5,898 $1,875 $4,500 $6,375  $613  177% 191% 108% 

Minnesota $1,060 $2,882 $3,942 $3,540 $2,503 $6,042 $1,924 $6,455 $8,378  $572  153% 213% 139% 

Mississippi $1,237 $2,231 $3,468 $3,531 $2,538 $6,070 $2,005 $4,883 $6,888  $596  175% 199% 113% 

 

64Represents the total value of supplemental benefits offered, such as OTC cards and fitness. Excludes Part D, Part B giveback value, and medical cost sharing buy down.  
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 MAPD 

TRADITIONAL MEDICARE, 

PDP 

TRADITIONAL MEDICARE, 

PDP, MEDIGAP PLAN G       

STATE 

Total 

OOP 

cost 

Total 

premium 

Total 

cost 

Total 

OOP 

cost 

Total 

premium 

Total 

cost 

Total 

OOP 

cost 

Total 

premium 

Total 

cost  

MA-PD value of 

supplemental 

benefits64  

Traditional 

Medicare, 

PDP vs.  

MA-PD 

Traditional 

Medicare, PDP, 

Medigap Plan 

G vs. MA-PD 

Traditional 

Medicare, PDP, 

Medigap Plan G 

vs. Traditional 

Medicare, PDP 

Missouri $1,115 $2,220 $3,335 $3,458 $2,504 $5,962 $1,927 $5,570 $7,497  $651  179% 225% 126% 

Montana $1,357 $2,315 $3,673 $3,488 $2,479 $5,967 $1,934 $4,540 $6,475  $439  162% 176% 109% 

Nebraska $1,335 $2,320 $3,654 $3,731 $2,456 $6,187 $1,977 $4,823 $6,800  $568  169% 186% 110% 

Nevada $585 $2,098 $2,683 $3,562 $2,587 $6,149 $1,914 $6,449 $8,363  $725  229% 312% 136% 

New 

Hampshire 
$1,690 $2,299 $3,989 $3,473 $2,484 $5,956 $1,965 $5,207 $7,171  $519  149% 180% 120% 

New Jersey $1,289 $2,202 $3,491 $3,674 $2,584 $6,258 $1,922 $5,448 $7,370  $620  179% 211% 118% 

New Mexico $1,237 $2,216 $3,453 $3,292 $2,518 $5,810 $1,889 $4,539 $6,428  $592  168% 186% 111% 

New York $1,407 $2,319 $3,726 $3,658 $2,991 $6,648 $1,944 $7,509 $9,453  $594  178% 254% 142% 

North Carolina $1,053 $2,153 $3,207 $3,383 $2,562 $5,946 $1,946 $4,598 $6,544  $694  185% 204% 110% 

North Dakota $1,184 $2,746 $3,930 $3,704 $2,460 $6,163 $2,014 $4,665 $6,679  $481  157% 170% 108% 

Ohio $1,138 $2,157 $3,295 $3,358 $2,472 $5,830 $1,902 $4,100 $6,002  $745  177% 182% 103% 

Oklahoma $1,088 $2,243 $3,331 $3,562 $2,575 $6,137 $1,986 $4,859 $6,845  $621  184% 206% 112% 

Oregon $1,332 $2,433 $3,766 $3,347 $2,440 $5,787 $1,896 $4,641 $6,537  $460  154% 174% 113% 

Pennsylvania $1,099 $2,267 $3,365 $3,495 $2,491 $5,987 $1,938 $4,590 $6,528  $730  178% 194% 109% 

Rhode Island $954 $2,444 $3,398 $3,484 $2,675 $6,159 $1,915 $5,118 $7,032  $834  181% 207% 114% 

South Carolina $1,296 $2,051 $3,347 $3,526 $2,560 $6,086 $1,994 $5,441 $7,434  $579  182% 222% 122% 

South Dakota $1,364 $2,591 $3,955 $3,723 $2,454 $6,176 $2,003 $5,098 $7,101  $473  156% 180% 115% 

Tennessee $1,031 $2,208 $3,239 $3,457 $2,553 $6,010 $1,973 $4,775 $6,748  $697  186% 208% 112% 

Texas $1,067 $2,023 $3,090 $3,553 $2,569 $6,122 $1,948 $4,467 $6,415  $631  198% 208% 105% 

Utah $1,194 $2,271 $3,465 $3,514 $2,523 $6,037 $1,895 $5,448 $7,343  $586  174% 212% 122% 

Vermont $1,298 $2,381 $3,679 $3,212 $2,663 $5,875 $1,964 $5,618 $7,582  $552  160% 206% 129% 

Virginia $1,066 $2,183 $3,249 $3,400 $2,497 $5,897 $1,932 $4,256 $6,188  $732  182% 190% 105% 

Washington $1,331 $2,375 $3,705 $3,374 $2,443 $5,817 $1,907 $5,446 $7,353  $490  157% 198% 126% 

West Virginia $1,302 $2,104 $3,405 $3,342 $2,577 $5,918 $1,892 $4,977 $6,869  $577  174% 202% 116% 

Wisconsin $1,294 $2,384 $3,677 $3,467 $2,424 $5,891 $1,926 $4,313 $6,239  $605  160% 170% 106% 

Wyoming $2,049 $2,407 $4,455 $3,681 $2,544 $6,225 $1,988 $5,333 $7,321  $327  140% 164% 118% 
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Appendix A2: 2025 Out-of-Pocket costs and Premiums by State: Ages 80-85 

 MAPD 

TRADITIONAL MEDICARE, 

PDP 

TRADITIONAL MEDICARE, 

PDP, MEDIGAP PLAN G       

STATE 

Total 

OOP 

cost 

Total 

premium 

Total 

cost 

Total 

OOP 

cost 

Total 

premium 

Total 

cost 

Total 

OOP 

cost 

Total 

premium 

Total 

cost  

MA-PD value of 

supplemental 

benefits65  

Traditional 

Medicare, 

PDP vs.  

MA-PD 

Traditional 

Medicare, PDP, 

Medigap Plan 

G vs. MA-PD 

Traditional 

Medicare, PDP, 

Medigap Plan G 

vs. Traditional 

Medicare, PDP 

Alabama $1,715 $2,310 $4,025 $4,628 $2,987 $7,615 $2,099 $6,683 $8,782  $516  189% 218% 115% 

Arizona $1,533 $2,174 $3,706 $5,094 $2,835 $7,929 $2,059 $6,986 $9,045  $608  214% 244% 114% 

Arkansas $1,671 $2,197 $3,868 $4,651 $2,703 $7,354 $2,068 $5,803 $7,871  $627  190% 203% 107% 

California $973 $2,349 $3,322 $5,300 $3,254 $8,554 $2,143 $7,426 $9,568  $641  257% 288% 112% 

Colorado $1,756 $2,313 $4,069 $4,937 $2,971 $7,908 $2,099 $6,623 $8,723  $570  194% 214% 110% 

Connecticut $2,631 $2,356 $4,988 $5,084 $3,091 $8,175 $2,103 $6,564 $8,667  $539  164% 174% 106% 

Delaware $1,840 $2,339 $4,179 $5,014 $2,949 $7,962 $2,075 $6,947 $9,022  $654  191% 216% 113% 

District of 

Columbia 
$1,720 $2,632 $4,352 $5,082 $2,968 $8,051 $2,223 $7,056 $9,279  $601  185% 213% 115% 

Florida $1,103 $1,727 $2,830 $4,865 $2,984 $7,849 $2,048 $7,421 $9,469  $799  277% 335% 121% 

Georgia $2,054 $2,204 $4,259 $4,723 $2,967 $7,690 $2,124 $7,550 $9,675  $586  181% 227% 126% 

Hawaii $1,668 $2,834 $4,502 $4,401 $2,863 $7,264 $2,104 $7,177 $9,282  $635  161% 206% 128% 

Idaho $1,820 $2,478 $4,298 $4,704 $2,776 $7,480 $2,079 $6,000 $8,079  $544  174% 188% 108% 

Illinois $1,645 $2,315 $3,960 $4,929 $2,858 $7,786 $2,097 $6,793 $8,890  $745  197% 224% 114% 

Indiana $2,015 $2,280 $4,295 $4,861 $2,894 $7,754 $2,094 $6,502 $8,595  $596  181% 200% 111% 

Iowa $1,940 $2,242 $4,181 $5,078 $2,676 $7,755 $2,213 $7,648 $9,861  $526  185% 236% 127% 

Kansas $1,973 $2,228 $4,201 $5,147 $2,662 $7,809 $2,121 $6,339 $8,460  $593  186% 201% 108% 

Kentucky $2,055 $2,182 $4,237 $4,599 $2,923 $7,522 $2,083 $6,521 $8,604  $688  178% 203% 114% 

Louisiana $1,537 $2,224 $3,760 $4,674 $2,915 $7,589 $2,071 $6,321 $8,392  $658  202% 223% 111% 

Maine $2,416 $2,325 $4,742 $4,781 $3,012 $7,793 $2,167 $6,456 $8,623  $624  164% 182% 111% 

Maryland $2,080 $2,654 $4,734 $5,306 $2,909 $8,215 $2,112 $8,258 $10,371  $526  174% 219% 126% 

Massachusetts $2,111 $3,099 $5,210 $4,954 $3,037 $7,990 $2,109 $8,729 $10,838  $547  153% 208% 136% 

Michigan $1,873 $2,533 $4,406 $4,558 $2,845 $7,403 $2,026 $6,577 $8,603  $597  168% 195% 116% 

Minnesota $1,574 $3,304 $4,878 $4,840 $2,725 $7,565 $2,141 $6,677 $8,818  $586  155% 181% 117% 

Mississippi $1,955 $2,338 $4,293 $4,894 $2,853 $7,747 $2,126 $6,441 $8,566  $596  180% 200% 111% 

 

65Represents the total value of supplemental benefits offered, such as OTC cards and fitness. Excludes Part D, Part B giveback value, and medical cost sharing buy down.  
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 MAPD 

TRADITIONAL MEDICARE, 

PDP 

TRADITIONAL MEDICARE, 

PDP, MEDIGAP PLAN G       

STATE 

Total 

OOP 

cost 

Total 

premium 

Total 

cost 

Total 

OOP 

cost 

Total 

premium 

Total 

cost 

Total 

OOP 

cost 

Total 

premium 

Total 

cost  

MA-PD value of 

supplemental 

benefits65  

Traditional 

Medicare, 

PDP vs.  

MA-PD 

Traditional 

Medicare, PDP, 

Medigap Plan 

G vs. MA-PD 

Traditional 

Medicare, PDP, 

Medigap Plan G 

vs. Traditional 

Medicare, PDP 

Missouri $1,649 $2,251 $3,900 $4,709 $2,861 $7,570 $2,081 $7,895 $9,976  $629  194% 256% 132% 

Montana $2,269 $2,448 $4,717 $4,904 $2,801 $7,706 $2,110 $6,309 $8,418  $410  163% 178% 109% 

Nebraska $2,066 $2,469 $4,534 $5,244 $2,711 $7,954 $2,177 $6,710 $8,886  $549  175% 196% 112% 

Nevada $886 $2,145 $3,032 $5,058 $2,990 $8,048 $2,109 $7,725 $9,834  $697  265% 324% 122% 

New 

Hampshire 
$2,731 $2,329 $5,060 $4,871 $2,934 $7,805 $2,131 $8,665 $10,797  $456  154% 213% 138% 

New Jersey $2,139 $2,342 $4,481 $5,180 $2,942 $8,122 $2,068 $7,173 $9,241  $583  181% 206% 114% 

New Mexico $2,048 $2,254 $4,302 $4,690 $2,817 $7,507 $2,113 $6,536 $8,649  $568  174% 201% 115% 

New York $2,248 $2,565 $4,813 $5,227 $3,291 $8,518 $2,108 $7,809 $9,917  $560  177% 206% 116% 

North Carolina $1,698 $2,251 $3,949 $4,622 $2,946 $7,568 $2,090 $6,587 $8,678  $686  192% 220% 115% 

North Dakota $1,896 $2,975 $4,872 $5,053 $2,713 $7,766 $2,160 $6,782 $8,942  $484  159% 184% 115% 

Ohio $1,840 $2,323 $4,163 $4,568 $2,859 $7,426 $2,062 $5,865 $7,928  $736  178% 190% 107% 

Oklahoma $1,644 $2,284 $3,928 $4,790 $2,894 $7,683 $2,134 $6,711 $8,845  $620  196% 225% 115% 

Oregon $2,032 $2,689 $4,721 $4,645 $2,727 $7,372 $2,081 $7,198 $9,279  $461  156% 197% 126% 

Pennsylvania $1,778 $2,594 $4,372 $4,819 $2,930 $7,748 $2,104 $6,630 $8,734  $673  177% 200% 113% 

Rhode Island $1,602 $2,521 $4,124 $4,814 $3,001 $7,815 $2,097 $6,417 $8,514  $838  190% 206% 109% 

South Carolina $2,050 $2,135 $4,184 $4,845 $2,932 $7,778 $2,168 $6,837 $9,005  $588  186% 215% 116% 

South Dakota $2,159 $2,667 $4,826 $5,208 $2,718 $7,926 $2,218 $7,316 $9,534  $460  164% 198% 120% 

Tennessee $1,494 $2,411 $3,905 $4,678 $2,913 $7,591 $2,112 $6,328 $8,439  $716  194% 216% 111% 

Texas $1,573 $2,203 $3,776 $4,911 $2,944 $7,856 $2,082 $6,281 $8,364  $608  208% 222% 106% 

Utah $1,754 $2,349 $4,102 $4,730 $2,838 $7,568 $2,059 $6,847 $8,906  $568  184% 217% 118% 

Vermont $2,252 $2,399 $4,651 $4,548 $3,059 $7,607 $2,189 $6,014 $8,203  $559  164% 176% 108% 

Virginia $1,816 $2,261 $4,076 $4,682 $2,826 $7,508 $2,097 $5,841 $7,938  $687  184% 195% 106% 

Washington $2,137 $2,576 $4,713 $4,753 $2,757 $7,509 $2,098 $5,760 $7,857  $470  159% 167% 105% 

West Virginia $2,151 $2,244 $4,394 $4,452 $2,993 $7,446 $2,037 $6,958 $8,996  $537  169% 205% 121% 

Wisconsin $1,971 $2,582 $4,552 $4,679 $2,757 $7,436 $2,084 $6,189 $8,273  $579  163% 182% 111% 

Wyoming $2,854 $2,451 $5,305 $5,195 $2,918 $8,113 $2,178 $7,048 $9,226  $339  153% 174% 114% 

 



 

 

© 2025 Milliman, Inc. All Rights Reserved. The materials in this document represent the opinion of the authors and are not representative of the views of Milliman, Inc. Milliman 

does not certify the information, nor does it guarantee the accuracy and completeness of such information. Use of such information is voluntary and should not be relied upon 

unless an independent review of its accuracy and completeness has been performed. Materials may not be reproduced without the express consent of Milliman.  

For more information about Milliman, 

please visit us at: 

milliman.com  

 

 

  

 

CONTACT 

Ali Heinrich 

ali.heinrich@milliman.com  

Kevin Scherer 

kevin.scherer@milliman.com  

 

 

 

© 2026 Milliman, Inc. All Rights Reserved. The materials in this document represent the opinion of the authors and are not representative of the views of Milliman, Inc. Milliman 

does not certify the information, nor does it guarantee the accuracy and completeness of such information. Use of such information is voluntary and should not be relied upon 

unless an independent review of its accuracy and completeness has been performed. Materials may not be reproduced without the express consent of Milliman.  

Solutions for a world at risk™ 
Milliman leverages deep expertise, actuarial rigor, and advanced 

technology to develop solutions for a world at risk. We help clients 

in the public and private sectors navigate urgent, complex 

challenges—from extreme weather and market volatility to financial 

insecurity and rising health costs—so they can meet their business, 

financial, and social objectives. Our solutions encompass 

insurance, financial services, healthcare, life sciences, and 

employee benefits. Founded in 1947, Milliman is an independent 

firm with offices in major cities around the globe.  

milliman.com 

 

 

 

 

 

http://www.milliman.com/
mailto:ali.heinrich@milliman.com
mailto:kevin.scherer@milliman.com
http://www.milliman.com/

