Medicare Part D

Creditable Coverage: Decisions and Consequences
For Beneficiaries with Employee Health Plans
What is creditable coverage?
· “Creditable coverage” is prescription drug coverage that is at least as good as the basic coverage that Medicare requires its Drug Plan sponsors to offer.
· After May 15, 2006 everyone eligible for Medicare will be charged a 1% premium penalty for each month they go without creditable coverage. This penalty lasts forever.
Do you have creditable coverage?
· If you are currently working and you have coverage through an employee health plan, your coverage may be creditable. You need to know whether it is or not.
· Your employer or your insurance plan should have told you if you have creditable coverage.

· You should have received a notice from your employer or your insurance company by November 15, 2005telling you if you have creditable coverage.
· This notice may have been a separate letter, or it may have been one part of a monthly (or quarterly, or annual) newsletter.
· If you don’t have this notice or you can’t find it, you should contact your employer or insurance plan and ask them if your current coverage is creditable. If it is creditable, have them mail you another notice for your records.

· These coverage rules apply to your spouse who is covered by your health plan as well as to you.

What do you need to do?
If you don’t have creditable coverage:

· If you do not sign up for a Medicare Drug Plan by May 15, 2006, you will pay a permanent monthly premium penalty if/when you do sign up for a Medicare drug plan.  In 2007, the monthly penalty premium that you would pay will be $2.24.
· If you are allowed to do so, you may want to consider dropping the prescription drug portion of your employee health insurance in favor of Medicare Drug Coverage, but you must be careful. 
· Many employee health plans only offer their drug coverage as part of a package.
· You need to make sure that your employer health plan will allow you to  drop your prescription drug coverage and keep the rest of your health insurance. 
· If you can’t drop your employee drug coverage without also dropping your general health insurance, you’ll need to sign up for a Medicare Drug Plan by May 15, 2006 in addition to your health insurance if you want to avoid the Medicare monthly drug penalty premium.
· In this case, you will pay two separate premiums (one for your general health insurance, one for your Medicare Drug Plan) and your Medicare Drug Coverage will be your primary drug coverage. Your employer health plan would only  pay after your Medicare drug plan
If you do have creditable coverage:

· You don’t need to sign up for a Medicare Drug Plan. You will face no permanent premium penalty and can keep your employee drug coverage for as long as it is creditable.
· You may keep your employer health coverage. 
· If you lose your creditable coverage through no fault of your own, you will have a 63-day window in which to sign up for a Medicare Drug Plan and if you sign up during that time-frame, you won’t be charged a monthly premium penalty.

· If you miss this window, you’ll have to wait for the next Medicare drug plan Annual Election Period and you would be charged the monthly penalty premium if you had gone for more than 63 days without creditable drug coverage or Medicare drug plan enrollment.

· If you want sign up for a Medicare Drug Plan in addition to your employee health coverage to cover drugs that your employee plan doesn’t cover, you may. 
· In this case you will pay two separate premiums and your employee health coverage will be your primary drug coverage. 
Health Assistance Partnership                                                                                            November 28, 2005


