
Medicare Part D – Prescription
Drug Coverage

In the original Medicare program (Part A and/or Part B), there is no coverage for prescription
medications.  To address this gap, Medicare Part D provides insurance coverage for
prescription drugs.  Under this program, insurance companies and other private firms
contract with Medicare (Medicare pays most of the premium) to provide prescription drug
benefits to Medicare beneficiaries.

Each eligible Medicare beneficiary must select a drug plan and pay a monthly premium to
receive the drug coverage.  All drug plans (the choice varies by state) must provide coverage
at least as good as the standard coverage specified by Medicare.  Some plans may offer extra
benefits such as no deductible, higher coverage limits, or cover additional drugs, in exchange
for a higher monthly premium.  Individuals with limited income and resources may qualify for
help in paying for drug coverage.

Making a Choice

There are a number of factors to consider in making a choice about drug plans, including:

● Initial enrollment: A new Medicare beneficiary may enroll in a prescription drug plan
during the seven-month period beginning three months before he or she turns age 65
until three months after reaching age 65.  An individual who has lost “creditable
coverage” (prescription drug coverage from some other source that is at least as good
as the standard Medicare prescription coverage) has 63 days to select and join a
Medicare prescription drug plan.  An eligible beneficiary who does not enroll in a
prescription drug plan within the prescribed time limits faces a penalty for late
enrollment.

● Open enrollment period: Individuals who delay joining a Medicare prescription drug
plan beyond their initial eligibility face a monthly premium that will increase by at
least 1% per month for each month of delay.  This increased premium applies for as
long as the individual is enrolled in a Medicare drug plan.
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● Changing plans: Each year, from October 15 to December 7, a beneficiary can change

to a different prescription drug plan.

● Current prescription coverage: Individuals who currently have prescription drug
coverage from another source may not wish to enroll in a Medicare prescription drug
program.  In some cases the benefits provided under these other plans are better than
those provided under the standard Medicare prescription drug plan.

● Medication coverage: Consider what medications are needed.  Compare the needed
medications with those covered by each plan.  Each plan will have a list (termed a
“formulary”) showing the drugs (generic and brand-name) the plan will pay for.

● Out-of-pocket cost: A prescription drug plan can vary in how much it charges and how
much coverage is provided.  Issues such as the monthly premium, yearly deductible,
any co-insurance or co-payments, and coverage limits must all be considered.
Beginning in 2025, out-of-pocket drug  costs will be capped at $2,000.

● Pharmacy convenience: Not all pharmacies will be contracted with all plans.  Some
plans will allow a beneficiary to receive prescriptions by mail.

● Future health changes: Even though an individual takes few or no medications now,
joining a prescription drug plan now means paying the lowest possible monthly
premium.  Future health changes may require increased use of prescription drugs.

Paying for Prescription Medication

Beginning in 2025, once an enrollee reaches $2,000 in out-of-pocket expenses, he or she will
face no further copayment or coinsurance payments for Part D drugs for the remainder of the
year.

The Medicare Prescription Payment Plan is new for 2025. This plan works with your existing
drug plan to help manage the out-of-pocket costs for drugs by providing the ability to spread
the out-of-pocket costs evenly throughout the year. This option is available to anyone with a
Medicare drug plan or Medicare health plan and there is no cost to participate. This option is
available for all plans and participation is voluntary. If this option is selected, the health or
drug plan will send a bill each month to pay for the prescription drugs. No payment is made
to the pharmacy.
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Income Related Monthly Adjustment Amount (IRMAA)

In addition to the normal Part D premium, enrollees whose incomes exceed certain limits are
also required to pay an “Income Related Monthly Adjustment Amount,” or IRMAA.  The regular
plan premium is paid to their Part D plan and the IRMAA is paid to Medicare.  The 2025 Part D
IRMAA amounts are as follows:

Unmarried Individuals Married Filing Jointly
Monthly Adjustment

Amount
Equal to or less than $106,000 Equal to or less than $212,000 $0.00

$106,001 to $133,000 $212,001 to $266,000 $13.70

$133,001 to $167,000 $266,001 to $334,000 $35.30

$167,001 to $200,000 $334,001 to $400,000 $57.00

$200,001 to $499,999 $400,001 to $749,999 $78.60

Greater than or equal to $500,000 Greater than or equal to $750,000 $85.80

Married Filing Separately Monthly Adjustment Amount
Equal to or less than $106,000 $0.00

$106,001 to $396,999 $78.60

Greater than or equal to $397,000 $85.80

For Those Who Currently Have Prescription Drug Coverage

Some retirees may already have prescription drug coverage.  For these individuals a key step
is to compare the current coverage with that provided through a Medicare plan.  The benefits
administrator or insurance carrier can provide additional information.

● Coverage provided by employer or union: If the drug coverage provided by an
employer or union is, on average, at least as good as the standard Medicare coverage,
the individual may choose to keep the current plan for as long as it is offered.  If the
plan is discontinued in the future, the individual can join a Medicare drug plan without
penalty within 63 days of the coverage ending.
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● Medicare Advantage or other Medicare health plan: Some Medicare Advantage or

other Medicare health plans cover prescription drugs.  If a plan does not offer
prescription drug coverage, an individual may wish to switch to another Medicare
Advantage or other Medicare health plan that does cover prescription drugs, or
change to the original Medicare plan and join a Medicare prescription drug plan.

● Other government insurance: Generally, the prescription drug benefits provided by
TRICARE, the Department of Veterans Affairs (VA), Federal Employee’s Health Benefits
Program (FEHB), or Indian Health Services are as good as the standard Medicare
prescription drug plan.  In most cases it will be to the individual’s advantage to keep
the current plan.  If coverage is lost in the future, the individual can join a Medicare
drug plan without penalty within 63 days of the coverage ending.

● Drug price negotiations: Under this provision, the Act requires CMS to negotiate
maximum prices for brand-name drugs that do not have other generic equivalents and
that account for the greatest Medicare spending.  CMS must negotiate the price of 10
drugs in 2026, 15 drugs in 2027 and 2028, and 20 drugs in 2029 and later.

● Medicare Part D improvements and maximum out-of-pocket caps: Beginning in
2023, the Act eliminated beneficiary cost-sharing above the annual out-of-pocket
spending threshold (for “Catastrophic” Coverage), as well as expanding eligibility for
the Part D low-income subsidy.  For the period 2024-2029, the new law limits Part D
premium increases to no more than 6% per year.  In 2025, the Act caps an enrollee’s
personal annual out-of-pocket spending at $2,000 per year, (with annual adjustments
thereafter) as well as creating a program under which drug manufacturers provide
discounts to enrollees who have incurred costs above the annual deductible.
Additionally in 2025, the new law establishes a process through which certain
beneficiaries can have their personal out-of-pocket monthly costs capped and paid in
even monthly installments.
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● Other miscellaneous changes: Also beginning in 2023, IRA-2022 eliminated any cost-

sharing for recommended adult vaccines, thus making them free of cost.  In addition,
the bill capped cost-sharing for a month’s supply of covered insulin products at (1) for
2023 through 2025, $35; and (2) beginning in 2026, $35, 25% of the government’s
negotiated price, or 25% of the plan’s negotiated price, whichever is less.

Seek Professional Guidance

The process of making decisions concerning health care insurance can be confusing and
complex.  The advice and counsel of trained advisers is strongly recommended.  Additional
information is also available from:

● On the web: www.medicare.gov

● By telephone: Contact Medicare at 1-(800) 633-4227 (TTY users: 1-(877) 486-2048)
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Disclosure Notice
 

The information that follows is intended to serve as a basis for further discussion with your
financial, legal, tax and/or accounting advisors. It is not a substitute for competent advice
from these advisors. The actual application of some of these concepts may be the practice of
law and is the proper responsibility of your attorney. The application of other concepts may
require the guidance of a tax or accounting advisor. The company or companies listed below
are not authorized to practice law or to provide legal, tax, or accounting advice.

Although great effort has been taken to provide accurate data and explanations, and while
the sources are deemed reliable, the information that follows should not be relied upon for
preparing tax returns or making investment decisions. This information has neither been
audited by nor verified by the company, or companies, listed below and is therefore not
guaranteed by them as to its accuracy.

If a numerical analysis is shown, the results are neither guarantees nor projections, and
actual results may differ significantly. Any assumptions as to interest rates, rates of
return, inflation, or other values are hypothetical and for illustrative purposes only.
Rates of return shown are not indicative of any particular investment, and will vary over
time. Any reference to past performance is not indicative of future results and should
not be taken as a guaranteed projection of actual returns from any recommended
investment.
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