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Q & A:

How Do Medicare Beneficiaries with Employer-Sponsored Retiree Drug Coverage Fare Under the MMA of 2003?

1. If a beneficiary has retiree health insurance with prescription drug coverage from a former employer or union, how does he/she decide to whether or not enroll in a Medicare Part D plan?

The decision of a beneficiary who has retiree health insurance depends largely on whether or not the retiree coverage is “creditable.”  Some beneficiaries who have retiree health insurance with prescription drug coverage through a former employer or union may be able to choose not to enroll in a Medicare Part D plan.  Creditable prescription drug coverage means coverage that is at least as good as the basic Part D plan coverage, providing at least the same value of prescription drug coverage as the most basic standard Medicare Part D plan.  

Beneficiaries who do not have creditable coverage and do not enroll at their first opportunity will face a late enrollment penalty, and may have to wait to enroll in a Medicare Part D plan (see Questions 5 and 6). They can keep their current retiree health plan, but should seriously evaluate the consequences of not enrolling in a Part D plan.

Creditable coverage means that the prescription drug coverage offers at least as much value of prescription drug coverage as the standard Medicare Part D benefit.  In other words, the cost of prescription drugs that are covered under a former employer or union plan must be at least equal to the value of coverage provided by the standard Medicare Part D benefit to be considered creditable coverage.  

2. What types of prescription drug coverage may be considered “creditable”?

There are several forms of prescription drug coverage that may possibly be considered “creditable” or at least equal to the coverage provided by the standard Medicare Part D benefit.  These include: 

· Medicaid,

· a group health plan,

· a state pharmacy assistance program,

· coverage under the Veterans Administration, and

· military coverage (including TRICARE).

Creditable coverage may also include health insurance policies sold in the individual market.  The health plans or insurers offering the prescription drug coverage are responsible for determining if the coverage meets certain requirements and therefore is “creditable.”  For a list of entities that CMS believes may offer creditable drug coverage, please see http://www.cms.hhs.gov/medicarereform/CCentities.asp 

3. What about beneficiaries who have Medigap policies that provide some prescription drug coverage?

Standardized Medigap H, I, and J policies provide some prescription drug coverage; but unlike Part D plans, these Medigap policies do not provide a catastrophic benefit.  According to the Centers for Medicare & Medicaid Services (CMS) most of the prescription drug coverage offered under standardized Medigap policies H, I and J does not qualify as creditable coverage.  

4.  How will beneficiaries know if their prescription drug coverage is “creditable coverage?”  

Employers and unions must notify the Centers for Medicare & Medicaid Services (CMS) about whether or not the current prescription drug coverage that they offer is “creditable.”  Employer and union health insurance plans must also tell their members.  There are four times when notices of creditable coverage must be provided to all Part D eligible individuals:

1. each year prior to beginning of the annual election period (AEP), which starts on November 15;

2. prior to the beginning of the individual’s initial enrollment period in Part D;

3. prior to the effective date of enrollment in such “creditable” coverage or any change in the creditable status of that coverage; and

4. upon request by the beneficiary.

Sponsors of plans that offer prescription drug coverage to Medicare beneficiaries must notify plan participants as to whether the coverage is “creditable” or not before November 15, 2005.  The Centers for Medicare & Medicaid Services (CMS) has developed model notices for plan sponsors to use and these can be viewed at http://www.cms.hhs.gov/medicarereform/CredCov-BeneDsclsreNtc.pdf  (Creditable coverage notice) and http://www.cms.hhs.gov/medicarereform/Non-CredCov-BeneDsclsreNtc.pdf (non-creditable coverage notice).  

Between September 15 and November 15, 2005, Medigap H, I, and J policyholders will receive notices about the upcoming changes to their policies, and their options for coverage in 2006.  CMS, working with the National Association of Insurance Commissioners, has developed model notices for Medigap issuers to use to notify beneficiaries as to whether H, I, or J coverage is creditable.  As soon as these are made public, they will be linked from here.  Beneficiaries with prescription drug coverage from Medigap H, I, or J policies or any other source that is not determined to be “creditable” should seriously consider enrolling in a Part D plan during the initial open enrollment period (November 15, 2005-May 15, 2006) to avoid incurring late enrollment penalties (see Questions 5 and 6, and HAP’s document “Changes to Medigap” at http://www.healthassistancepartnership.org/site/DocServer/Medigap_Changes_in_2006__1.19.05_.doc?docID=4841 ).  

5.  If a beneficiary with retiree health insurance decides to enroll in a Medicare Part D plan, when should he/she enroll in a Medicare Part D plan? 

Retirees with creditable prescription drug coverage that is at least as good as or better than the standard Medicare Part D drug benefit do not need to enroll in a Medicare Part D plan.  They will not incur a late enrollment penalty if they decide to enroll in a Part D plan after the initial open enrollment period for 2006 (November 15, 2005-May 15, 2006).  If they lose their creditable coverage, they will have 63 days (beginning on their first day without prescription drug coverage) to enroll in a Medicare Part D plan before incurring a late enrollment penalty. 

Retirees who do not have creditable coverage should seriously consider enrolling in a Part D plan during the initial open enrollment period (November 15, 2005-May 15, 2006) because if they delay they will incur a late enrollment penalty.  Additionally, they generally will not be allowed to enroll in a plan until the annual election period for 2007 (November 15-December 31, 2006).
6. How much is the late enrollment penalty? 

Beneficiaries who do not have creditable coverage can enroll in a Part D plan during the initial open enrollment period (November 15, 2005-May 15, 2006) in order to avoid the late enrollment penalty.  If they fail to enroll during their initial opportunity to do so, they will be charged one (1) percent of the base premium for each month that they are without creditable coverage.  The penalty lasts for the remainder of the time that the beneficiary is enrolled in a Part D plan.

7. Are there any risks for beneficiaries with creditable retiree drug coverage who decide not to enroll in a Medicare Part D plan?

The employer or union has decided to continue to offer the same creditable drug coverage that is at least as good as, if not better than, the standard Part D benefit.  The beneficiary will not incur any enrollment penalty should he/she decide to disenroll from his/her former employer or union plan, and enroll in a Part D plan at a later date.  If a beneficiary with creditable drug coverage from an employer, union, etc. drops the creditable coverage, it may not be possible to re-enroll later.  Reenrollment questions should be addressed to the plan sponsor.

8. What can beneficiaries do if they lose their creditable coverage after the initial enrollment period?  

The Medicare Modernization Act (MMA) requires employers and unions to notify CMS and beneficiaries in their plans about any changes to their current prescription drug coverage.  

Beneficiaries who lose their creditable drug coverage after the initial enrollment period will be able to enroll in a Part D plan during a special enrollment period (SEP) and will not incur a late enrollment penalty.  If an employer or union terminates or reduces the prescription drug coverage for its retirees after the initial open enrollment period and, as a result, the coverage is no longer creditable, beneficiaries have two options.  

1. They can find new creditable coverage if they are eligible for any coverage that is available to them.

2. They can enroll in a Medicare Part D plan during the special enrollment period (SEP) which is a 63-day enrollment period, beginning on their first day without prescription drug coverage.  The SEP allows beneficiaries to avoid a gap in their drug coverage and avoid being charged a premium penalty.  

3. Note that beneficiaries who do not enroll in a Part D plan during this 63-day period must wait until the next annual open enrollment period (November 15-December 31) and will incur a late enrollment penalty for each month that they go without prescription drug coverage.  The penalty lasts as long as they are enrolled in a Part D plan.

9.  Are employers and unions that offer creditable prescription drug coverage to retirees affected by the new drug benefit? 

The federal government is encouraging employers and unions to continue providing retiree prescription drug coverage that is at least equivalent to the standard Part D drug benefit.  Beginning January 1, 2006, sponsors of employer and union plans that continue to provide prescription drug coverage that is comparable to the standard Medicare Part D benefit to their Medicare-eligible retirees will be able to receive a tax-subsidy from the federal government for each individual enrolled in the employer-sponsored plan who is eligible for, but does not enroll in a Part D plan.

10. Are there any other prescription drug benefits that retired beneficiaries could receive from an employer or union beginning in 2006?

An employer or union could choose to encourage retirees to join a Medicare Part D plan by enhancing the benefits offered by Medicare Part D plans to their retirees.  By enhancing or supplementing the Part D benefits, employers and unions may actually encourage their retirees to enroll in a prescription drug plan (PDP) or a Medicare Advantage prescription drug (MA-PD) plan.  In this situation, the Medicare drug benefit pays first and the retiree coverage pays second.

There are several ways employers and unions can enhance the standard Medicare drug benefit for their retirees who enroll in a Part D plan.

· An employer or union may wrap-around or supplement the coverage provided by the Medicare Part D plans in which their retirees are enrolled.  Examples of how employers and unions may wrap-around the Part D benefit include paying the monthly premium, helping the beneficiary with his/her cost-sharing requirements, or providing coverage for drugs that are not covered by the Part D plan.

· An employer or union may contract with a specific Medicare Part D plan to offer enhanced benefits under that Part D plan to only that employer’s or union’s retirees.  

· The employer or union can “become” a Medicare Part D plan offering enhanced benefits only to that employer’s or union’s retirees.  

For each of these three options, employers or unions can choose between the stand-alone prescription drug plans (PDPs) or the Medicare Advantage prescription drug (MA-PD) plans.  Employers and unions who take this route are not allowed to get the tax-subsidy.  For more information from CMS about the options available under Medicare Part D for employers and unions, CMS is maintaining a Web page on MMA for employers at http://www.cms.hhs.gov/medicarereform/pdbma/employer.asp  

11. If an employer or union pays any of the cost-sharing requirements for its retirees enrolled in a Part D plan, will those payments help beneficiaries reach the catastrophic benefit under Medicare Part D?

Any payments made by employers or unions towards the Medicare Part D cost-sharing requirements do not count as “true” out-of-pocket expenses for retired beneficiaries, and therefore do not count towards the $3,600 that beneficiaries must spend out-of-pocket to get the Medicare Part D catastrophic benefit.  

As a result, retirees will likely remain in the “doughnut hole” for a longer period of time, and thus will be delayed in reaching the catastrophic benefit which covers about 95% of beneficiaries’ drug costs.  Beneficiaries in the “doughnut hole” are responsible for 100% of their Part D covered prescription drug costs until they have spent a total of $2,850 out-of-pocket.  (For more information, see HAP’s “Cost Sharing for Medicare Beneficiaries in Standard Part D Plans”, http://www.healthassistancepartnership.org/site/DocServer/Standard_Medicare_Cost-Sharing__Q_A_.doc?docID=5541 ). 

Please note that as the Centers for Medicare & Medicaid Services publicizes additional regulations and/or develops further implementation policies, we will revise, as necessary, our explanations of this aspect of the Medicare Modernization Act of 2003.
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