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 Note: See pages 117–120 for definitions of blue words. 

S EC T I O N  6 

Medicare drug 
coverage (Part D)
How does Medicare drug coverage work?
Medicare drug coverage helps pay for prescription drugs you need. Even 
if you don’t take prescription drugs now, you should consider getting 
Medicare drug coverage. Medicare drug coverage is optional and is offered 
to everyone with Medicare. If you decide not to get it when you’re first 
eligible, and you don’t have other creditable prescription drug coverage 
(like drug coverage from an employer or union) or get Extra Help, you’ll likely 
pay a late enrollment penalty if you join a plan later. Generally, you’ll pay this 
penalty for as long as you have Medicare drug coverage (see pages 79–80). 
To get Medicare drug coverage, you must join a Medicare-approved plan that 
offers drug coverage. Each plan can vary in cost and specific drugs covered. 
Visit Medicare.gov/plan-compare to find and compare plans in your area. 

There are 2 ways to get Medicare drug coverage: 

1. Medicare drug plans. These plans add drug coverage to Original Medicare, 
some Medicare Cost Plans, some Private Fee-for-Service plans, and 
Medical Savings Account plans. You must have Part A and/or Part B to join 
a separate Medicare drug plan.

2. Medicare Advantage Plans or other Medicare health plans with drug 
coverage. You get all of your Part A, Part B, and drug coverage, through 
these plans. Remember, you must have Part A and Part B to join a 
Medicare Advantage Plan, and not all of these plans offer drug coverage. 

In either case, you must live in the service area of the plan you want to join. 
Both types of plans are called “Medicare drug coverage” in this handbook.

https://www.Medicare.gov/plan-compare
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If you have employer or union coverage 

Call your benefits administrator before you make any changes, or sign 
up for any other coverage. If you sign up for other coverage, you could 
lose your employer or union health and drug coverage for you and your 
dependents. If this happens, you may not be able to get your employer or 
union coverage back. If you want to know how Medicare drug coverage 
works with other drug coverage you may have, see page 84. 

When can I join, switch, or drop a plan?
You can join, switch, or drop a Medicare drug plan or a Medicare Advantage 
Plan with drug coverage during these times:

• Initial Enrollment Period. When you first become eligible for Medicare, 
you can join a plan (see page 17). 

• Open Enrollment Period. From October 15 – December 7 each year, you 
can join, switch, or drop a plan. Your coverage will begin on January 1 (as 
long as the plan gets your request by December 7). 

• Medicare Advantage Open Enrollment Period. From January 1 – March 31 
each year, if you’re enrolled in a Medicare Advantage Plan, you can switch 
to a different Medicare Advantage Plan or switch to Original Medicare (and 
join a separate Medicare drug plan) once during this time. See page 67 for 
more information.

If you have to pay a premium for Part A and enroll in Part B for the first  
time during the General Enrollment Period, you can also join a plan from 
April 1 – June 30. Your coverage will begin on July 1. 

Special Enrollment Periods 
Generally, you must stay enrolled in your plan for the entire year. But when 
certain events happen in your life, like if you move or lose other insurance 
coverage, you may qualify for a Special Enrollment Period. You may be able 
make changes to your plan mid-year if you qualify. Check with your plan for 
more information. 

How do I switch plans? 
You can switch to a new Medicare drug plan or Medicare Advantage Plan 
with drug coverage simply by joining another plan during one of the times 
listed above. Your old drug coverage will end when your new drug coverage 
begins. You should get a letter from your new plan telling you when your 
coverage begins, so you don’t need to cancel your old plan. You can switch 
plans by calling 1-800-MEDICARE (1-800-633-4227). TTY users can call 
1-877-486-2048.

Important!
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How do I drop my plan? 
If you want to drop your Medicare drug plan or Medicare Advantage 
Plan with drug coverage and don’t want to join a new plan, you can only 
do so during certain times (see page 76). You can disenroll by calling 
1-800-MEDICARE (1-800-633-4227). TTY users can call 1-877-486-2048. 
You can also send a letter to the plan to tell them you want to disenroll. If 
you drop your plan and want to join another Medicare drug plan or Medicare 
health plan with drug coverage later, you have to wait for an enrollment 
period. You may have to pay a late enrollment penalty if you don’t have 
creditable prescription drug coverage (see pages 79–80). 

Read the information you get from your plan 
Review the “Evidence of Coverage” and “Annual Notice of Change” your plan 
sends you each year. The Evidence of Coverage gives you details about what 
the plan covers, how much you pay, and more. The Annual Notice of Change 
includes any changes in coverage, costs, provider networks, service area, 
and more that will be effective in January. If you don’t get these important 
documents in early fall, contact your plan.

How much do I pay?
Your drug costs will vary based on the plan you choose. Remember, plan 
coverage and costs can change each year. You may have to pay a premium, 
deductible, copayments, or coinsurance throughout the year. Learn more 
about these costs on the next page.

Your actual drug coverage costs will vary depending on: 
• Your prescriptions and whether they’re on your plan’s list of covered drugs 

(formulary) (see page 81). 
• What “tier” the drug is in (see page 81).
• Which drug benefit phase you’re in (like whether you’ve met your 

deductible, or if you’re in the catastrophic coverage phase — see page 79).
• Which pharmacy you use (whether it offers preferred or standard cost 

sharing, is out of network, or is mail order). Your out-of-pocket drug costs 
may be less at a preferred pharmacy because it has agreed with your plan 
to charge less.

• Whether you get Extra Help paying your drug coverage costs (see pages 
87–89). 

You may be able to lower the cost of your drugs. Some ways include 
choosing generics over brand name or paying the non-insurance cost of 
a drug. Ask your pharmacist—they can tell you if there’s a less expensive 
option available. Check with your doctor to make sure the generic option 
is best for you. 
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Monthly premium 
Most drug plans charge a monthly fee that varies by plan. You pay this in 
addition to the Part B premium. If you’re in a Medicare Advantage Plan or a 
Medicare Cost Plan with drug coverage, the monthly premium may include an 
amount for drug coverage. 

Note: Contact your plan (not Social Security or the Railroad Retirement Board 
(RRB)) if you want your drug premium deducted from your monthly Social 
Security or RRB payment. If you want to stop premium deductions and get 
billed directly, contact your plan. 

If you have a higher income, you might pay more for your Medicare 
drug coverage. If your income is above a certain limit ($87,000 if you file 
individually or $174,000 if you’re married and file jointly), you’ll pay an extra 
amount in addition to your plan premium (sometimes called “Part D-IRMAA”). 
You’ll also have to pay this extra amount if you’re in a Medicare Advantage 
Plan that includes drug coverage. This doesn’t affect everyone, so most 
people won’t have to pay an extra amount. If you have Part B and you have 
a higher income, you may also have to pay an extra amount for your Part B 
premium, even if you don’t have drug coverage (see page 23).

Usually, the extra amount will be deducted from your Social Security or RRB 
payment. If Medicare or the RRB bills you for the extra amount instead of 
deducting it from your Social Security or RRB payment, then you must pay 
the extra amount to Medicare or the RRB, not your plan. If you don’t pay the 
extra amount, you could lose your drug coverage. You may not be able to 
enroll in another plan right away, and you may have to pay a late enrollment 
penalty for as long as you have drug coverage. 

You’ll pay Part D-IRMAA payments separately, even if your employer or 
another third party (like a retirement system) pays your plan premiums.

If you have to pay an extra amount and you disagree (for example, you 
have one or more life changing events that lower your income), visit 
socialsecurity.gov or call Social Security at 1-800-772-1213. TTY users can call 
1-800-325-0778. 

Yearly deductible 
This is the amount you must pay before your plan begins to pay its share of your 
covered drugs. Some plans don’t have a deductible. 

Copayments or coinsurance 
These are the amounts you pay for your covered drugs after the deductible (if 
the plan has one). You pay your share and your plan pays its share for covered 
drugs. If you pay coinsurance, these amounts may vary throughout the year due 
to changes in the drug’s total cost. The amount you pay will also depend on the 
tier level assigned to your drug (see page 81).

Once you and your plan spend $4,130 combined on drugs (including 
deductible), you’ll pay no more than 25% of the cost for prescription drugs until 
your out-of-pocket spending is $6,550, under the standard drug benefit.

Important!

http://www.socialsecurity.gov
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Catastrophic coverage 
Once your out-of-pocket spending reaches $6,550, you’ll automatically get 
“catastrophic coverage.” You’ll pay no more than 5% of the cost for covered 
drugs for the rest of the year.

Note: If you get Extra Help, you won’t have some of these costs (see pages 
87–89).

Visit Medicare.gov/plan-compare to get specific Medicare drug plan and 
Medicare Advantage Plan costs, and call the plans you’re interested in to 
get more details. For help comparing plan costs, contact your State Health 
Insurance Assistance Program (SHIP). See pages 113–116 for the phone number. 

What’s the Medicare drug coverage (Part D) late enrollment 
penalty? 
The late enrollment penalty is an amount that’s permanently added to your 
Medicare drug coverage (Part D) premium. You may owe a late enrollment 
penalty if at any time after your Initial Enrollment Period is over, there’s a period 
of 63 or more days in a row when you don’t have Medicare drug coverage or 
other creditable prescription drug coverage. You’ll generally have to pay the 
penalty for as long as you have Medicare drug coverage. 

Note: If you get Extra Help, you don’t pay a late enrollment penalty. 

3 ways to avoid paying a penalty: 
1. Enroll in Medicare drug coverage when you’re first eligible. Even if you 

don’t take drugs now, you should consider joining a Medicare drug plan or a 
Medicare Advantage Plan with drug coverage to avoid a penalty. You may be 
able to find a plan that meets your needs with little to no monthly premiums. 
See pages 5–9 to learn more about your choices. 

2. Enroll in Medicare drug coverage if you lose other creditable coverage. 
Creditable prescription drug coverage could include drug coverage from 
a current or former employer or union, TRICARE, Indian Health Service, the 
Department of Veterans Affairs, or individual health insurance coverage. Your 
plan must tell you each year if your non-Medicare drug coverage is creditable 
coverage. If you go 63 days or more in a row without Medicare drug coverage 
or other creditable prescription drug coverage, you may have to pay a penalty 
if you sign up for Medicare drug coverage later. 

3. Keep records showing when you had other creditable drug coverage, and tell 
your plan when they ask about it. If you don’t tell your Medicare plan about 
your previous creditable prescription drug coverage, you may have to pay a 
penalty for as long as you have Medicare drug coverage. 

How much more will I pay for a late enrollment penalty? 
The cost of the late enrollment penalty depends on how long you didn’t have 
creditable prescription drug coverage. Currently, the late enrollment penalty is 
calculated by multiplying 1% of the “national base beneficiary premium”  

Important!

https://www.Medicare.gov/plan-compare
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($33.06) by the number of full, uncovered months that you were eligible but 
didn’t enroll in Medicare drug coverage and went without other creditable 
prescription drug coverage. The final amount is rounded to the nearest $.10 and 
added to your monthly premium. Since the “national base beneficiary premium” 
may increase each year, the penalty amount may also increase each year. After 
you enroll in Medicare drug coverage, the plan will tell you if you owe a penalty 
and what your premium will be. 

Example: 
Mrs. Martinez is currently eligible for Medicare, and her Initial Enrollment 
Period ended on May 31, 2017. She doesn’t have prescription drug coverage 
from any other source. She didn’t join by May 31, 2017, and instead joined 
during the Open Enrollment Period that ended December 7, 2019. Her drug 
coverage was effective January 1, 2020.

2020
Since Mrs. Martinez was without creditable prescription drug coverage from 
June 2017–December 2019, her penalty in 2020 was 31% (1% for each of the  
31 months) of $32.74 (the national base beneficiary premium for 2020) or 
$10.15. Since the monthly penalty is always rounded to the nearest $0.10, she 
paid $10.20 each month in addition to her plan’s monthly premium.

Here’s the math:
.31 (31% penalty) × $32.74 (2020 base beneficiary premium) = $10.15
$10.15 rounded to the nearest $0.10 = $10.20
$10.20 = Mrs. Martinez’s monthly late enrollment penalty for 2020

2021
In 2021, Medicare recalculated Mrs. Martinez’s penalty using the 2021 base 
beneficiary premium ($33.06). So, Mrs. Martinez’s new monthly penalty in 
2021 is 31% of $33.06, or $10.25 each month. Since the monthly penalty is 
always rounded to the nearest $0.10, she pays $10.30 each month in addition 
to her plan’s monthly premium.

Here’s the math:
.31 (31% penalty) × $33.06 (2021 base beneficiary premium) = $10.25
$10.25 rounded to the nearest $0.10 = $10.30
$10.30 = Mrs. Martinez’s monthly late enrollment penalty for 2021
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What if I don’t agree with the late enrollment penalty? 
Your Medicare drug plan or Medicare Advantage Plan with drug coverage 
will send you a letter stating you have to pay a late enrollment penalty. If you 
disagree with your penalty, you can request a review (generally within 60 days 
from the date on the letter). Fill out the “reconsideration request form” you 
get with your letter by the date listed in the letter. You can provide proof that 
supports your case, like information about previous creditable prescription drug 
coverage. If you need help, call your plan. 

Which drugs are covered?
All plans must cover a wide range of prescription drugs that people with 
Medicare take, including most drugs in certain “protected classes,” like drugs 
to treat cancer or HIV/AIDs. Information about a plan’s list of covered drugs 
(called a “formulary”) isn’t included in this handbook because each plan has its 
own formulary. Many Medicare drug plans and Medicare health plans with drug 
coverage place drugs into different levels called “tiers” on their formularies. 
Drugs in each tier have a different cost. For example, a drug in a lower tier will 
generally cost you less than a drug in a higher tier. 

What happens if my drug is in a higher tier? 
In some cases, if your drug is in a higher tier and your prescriber (your doctor or 
other health care provider who’s legally allowed to write prescriptions) thinks you 
need that drug instead of a similar drug in a lower tier, you or your prescriber can 
ask your plan for an exception to get a lower coinsurance or copayment for the 
drug in the higher tier. See page 96 for more information on exceptions. 

Plans can change their formularies at any time. Your plan may notify you of any 
formulary changes that affect drugs you’re taking. 

Note: Medicare drug coverage includes drugs for medication-assisted treatment 
for opioid use disorders. It also covers drugs like methadone and buprenorphine 
when prescribed for pain. However, Medicare Part A covers methadone when 
used to treat an opioid use disorder as an inpatient in a hospital, and Part B now 
covers methadone when you receive it through an opioid treatment program. 
See page 44 for more information about opioid treatment programs.

Contact the plan for its current formulary, or visit the plan’s website. You can also 
visit Medicare.gov/plan-compare, or call 1-800-MEDICARE (1-800-633-4227). 
TTY users can call 1-877-486-2048. 

Each month you fill a prescription, your plan mails you an “Explanation of 
Benefits” notice. Review your notice and check it for mistakes. Contact your 
plan if you have questions or find mistakes. If you suspect fraud, call the 
Medicare Drug Integrity Contractor at 1-877-7SAFERX (1-877-772-3379). See 
page 102 for more information. 

Important!

http://www.Medicare.gov/plan-compare
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Plans may have coverage rules for certain drugs 
• Prior authorization: You and/or your prescriber must contact your plan 

before you can fill certain prescriptions. Your prescriber may need to show 
that the drug is medically necessary for the plan to cover it. 
Plans may also use prior authorization when they cover a drug for only 
certain medical conditions it is approved for, but not others. When this 
occurs, plans will likely have alternative drugs on their list of covered drugs 
(formulary) for the other medical conditions the drug is approved to treat.  

• Quantity limits: Limits on how much medicine you can get at a time. 
• Step therapy: You may need to try one or more similar, lower-cost drugs 

before the plan will cover the prescribed drug. 
• Prescription safety checks at the pharmacy (including opioid pain 

medicine): Before the pharmacy fills your prescriptions, your Medicare 
drug plan and pharmacy perform additional safety checks, like checking 
for drug interactions and incorrect dosages. These safety checks also 
include checking for possible unsafe amounts of opioids, limiting the days 
supply of a first prescription for opioids, and use of opioids at the same 
time as benzodiazepines (commonly used for anxiety and sleep). Opioid 
pain medicine (like oxycodone and hydrocodone) can help with certain 
types of pain, but have risks and side effects (like addiction, overdose, 
and death). These can increase when you take opioids with certain other 
drugs, like benzodiazepines, anti-seizure medications, gabapentin, muscle 
relaxers, certain antidepressants, and drugs for sleeping problems. Check 
with your doctor or pharmacist if you have questions about risks or side 
effects.

• Drug Management Programs: Some Medicare drug plans and health plans 
with drug coverage have a program in place to help you use these opioids 
and benzodiazepines safely. If you get opioids from multiple doctors or 
pharmacies, your plan will contact the doctors who prescribed these 
drugs to make sure they’re medically necessary and you’re using them 
appropriately. 

If your plan decides your use of prescription opioids and benzodiazepines 
may not be safe, the plan will send you a letter in advance. This letter will 
tell you if the plan will limit coverage of these drugs for you, or if you’ll be 
required to get the prescriptions for these drugs only from one doctor or 
pharmacy you select. You and your doctor have the right to appeal these 
limitations if you disagree with the plan’s decision (see page 95). The letter 
will also tell you how to contact the plan if you have questions or would 
like to appeal. 

The opioid safety reviews at the pharmacy and the Drug Management 
Programs generally don’t apply if you have cancer, are getting palliative 
or end-of-life care, are in hospice, or live in a long-term care facility.

If you or your prescriber believe that your plan should waive one of these 
coverage rules, you may be able to ask for an exception (see page 96). 
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Important tips if you’re prescribed opioids:
• Opioid medications can be an important part of pain management, but 

they also can have serious health risks if misused.
• Talk with your doctor about having naloxone at home. Naloxone is a drug 

Medicare covers that your doctor may prescribe as a safety measure to 
rapidly reverse the effects of an opioid overdose.

• Talk with your doctor about your dosage and the length of time you’ll be 
taking them. You and your doctor may decide later you don’t need to take 
all of your prescription.

• Talk with your doctor about other options that Medicare covers to treat 
your pain, like non-opioid medications and devices, physical therapy, 
acupuncture for lower back pain, individual and group therapy, behavioral 
health integration services, and more. There also may be other pain 
treatment options available that Medicare doesn’t cover.

• Tell your doctor if you have a history of depression, substance abuse, 
childhood trauma or other health and/or personal issues that could make 
opioid use more dangerous for you.

• Never take more opioids than prescribed. Also, talk with your doctor about 
any other pain medicines you’re taking.

• Safely store and dispose of unused prescription opioids through your 
community drug take-back program or your pharmacy mail-back program.

For more information on safe and effective pain management and 
opioid use, visit Medicare.gov/coverage/pain-management or call 
1-800-MEDICARE (1-800-633-4227). TTY users can call 1-877-486-2048.

Do you get automatic prescription refills in the mail? 
Some people with Medicare get their drugs through an “automatic refill” service 
that automatically delivers prescription drugs before they run out. To make sure 
you still need a prescription before they send you a refill, drug plans may offer a 
voluntary auto-ship program. Contact your plan for more information.

Medication Therapy Management program 
Plans with Medicare drug coverage must offer additional free Medication 
Therapy Management services to plan members who meet certain requirements. 
Members who qualify can get these services to help them understand how to 
manage and use their drugs safely. Medication Therapy Management services 
usually include a discussion with a pharmacist or health care provider to review 
your medications. These services may vary in some plans.

The pharmacist or health care provider may talk with you about: 
• How well your medications are working 
• Whether your medications have side effects 
• If there might be interactions between the drugs you’re taking 
• Whether you can get lower costs
• Other problems you’re having 

Contact your plan for specific details and to see if you’re eligible for a 
Medication Therapy Management program. Or visit Medicare.gov/plan-compare 
to find and compare health and drug plans. 

http://www.Medicare.gov/coverage/pain-management
http://www.Medicare.gov/plan-compare
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Part D Senior Savings Model
You may be able to join a drug plan that gives supplemental benefits 
for insulin starting January 1, 2021. The Part D Senior Savings Model is 
available to all people with Medicare. Plans that participate in this model 
will offer coverage choices that include multiple types of insulin at a 
maximum copayment of $35 for a 30-day supply. People who enroll in a 
participating plan could save up to $446 a year in out-of-pocket costs. Visit 
Medicare.gov/plan-compare to find a participating plan in your state.

How do other insurance and programs work with 
Medicare drug coverage? 

Medicaid
If you have Medicare and full Medicaid coverage, Medicare covers your 
prescription drugs. 

Medicaid may still cover some drugs that Medicare doesn’t cover. 

Note: You automatically qualify for Extra Help if you have Medicare and 
Medicaid (see page 88).

Employer or union health coverage
This is health coverage from your, your spouse’s, or other family member’s 
current or former employer or union. If you have drug coverage based on 
your current or previous employment, your employer or union will notify 
you each year to let you know if your drug coverage is creditable. Keep the 
information you get. Call your benefits administrator for more information 
before making any changes to your coverage. 

Note: If you get Medicare drug coverage, you, your spouse, or your 
dependents may lose your employer or union health coverage.

COBRA 
This is a federal law that may allow you to temporarily keep employer 
or union health coverage after the employment ends or after you lose 
coverage as a dependent of the covered employee. There may be reasons 
why you should take Part B instead of, or in addition to, COBRA coverage 
(see page 18). However, if you take COBRA and it includes creditable 
prescription drug coverage, you’ll have a Special Enrollment Period to 
get Medicare drug coverage without paying a penalty when the COBRA 
coverage ends. Talk with your State Health Insurance Assistance Program 
(SHIP) to see if COBRA is a good choice for you. See pages 113–116 for the 
phone number.

http://www.Medicare.gov/plan-compare
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