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MEDICARE PART D NOTICE REQUIREMENTS: UPDATED WITH 2021 CMS 
BENEFIT PARAMETERS 

Employers that offer prescription drug coverage to employees or retirees who are eligible for Medicare must notify 
each Part D Eligible Individual whether the coverage qualifies as creditable coverage under the Part D rules. If the 
coverage is not creditable, the notice must explain that there are limits on when the individual may enroll in a Part D 
plan during a year, and that he or she may be subject to a lifetime late enrollment penalty under Part D. Generally, 
prescription drug coverage is creditable if it constitutes an authorized type of coverage and it includes prescription 
benefits that equals or exceeds the actuarial value of “defined standard Part D prescription drug coverage”.  

What does this mean in simple terms? 

Creditable coverage is prescription drug coverage through an insurer (such as an employer, former employer, or 
union) that, on average, pays out at least as much as the standard coverage available through a Medicare 
prescription drug plan. 

Prescription Benefit Parameters
 
Plan sponsors need to determine whether the Rx benefit offered to Medicare eligible employees and retirees is at 
least actuarially equivalent to the standard Medicare Part D coverage. Most insurers provide guidance in this area so 
that plan sponsors do not need to determine on their own whether the Rx benefits they offer are considered 
creditable coverage.  The Core parameters that will be used to determine whether a plan’s Rx coverage is creditable 
for 2021 are: 

Coverage Factors 2020 2021
Deductible $435 $445 
Initial Coverage Limit $4,020 $4,130 
Out-of-Pocket Threshold $6,350 $6,550 
Total Covered Part D Spending at OOP Threshold* $9,038.75 $9,313.75 
Minimum Cost-Sharing in Catastrophic Portion 2020 2021 
Generic/Preferred Multi-Source Drug $3.60 $3.70 
Other $8.95 $9.20 

 

* The OOP expense threshold illustrated in the chart is for beneficiaries who are not eligible for the coverage gap 
discount program.   
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Plan Sponsor CMS Disclosure Requirement – Complete your online disclosure at Plan Renewal Time! 

Employers must remember to notify CMS regarding whether the prescription drug coverage they offer constitutes 
creditable coverage. Such notification must be made on an annual basis, no later than 60 days from the beginning of a 
plan year or 30 days after termination of a prescription drug plan, and within 30 days after any change that affects 
whether the coverage is creditable.  

CMS has provided guidance on the timing, format, and language of the disclosure that employers must make to CMS. An 
entity is required to provide the disclosure notice through completion of the disclosure form on the CMS Creditable 
Coverage Disclosure website, which is the sole method for compliance with the requirement. CMS Online Form 

No Changes to the Notices for 2021   

The model notices released by CMS for use have not been revised since April 1, 2011 so many employers will be able to 
reuse the notice they have provided last year, assuming nothing has changed that will impact the information provided 
within the notice. HBI has notices in Word form for clients to use.  PDF CMS model notices 

 By October 15, prior to commencement of the annual coordinated election period (ACEP) for Part D. 
Employers that provide this disclose to ALL enrolled employees regardless of Medicare status have no 
obligation to supply a notice when a member turns age 65 during the year (requirement listed directly 
below).  

 If not provided to ALL participants prior to October 15th, a notice is required prior to an individual's initial 
enrollment period (IEP) for Part D which is generally right before the employee’s 65th birthday.  

 Prior to the effective date of coverage for any Part D eligible individual that enrolls in the employer's 
prescription drug coverage  

 Whenever the employer no longer offers prescription drug coverage or changes it so that it is no longer 
creditable or becomes creditable—the timing of a change in coverage generally varies according to the 
employer's actions.  

 Upon request by the Part D eligible individual 

Providing the Notices 

Entities have flexibility in the form and manner of providing Creditable Coverage Disclosure Notices to beneficiaries. 
The Notice need not be sent as a separate mailing. It may be provided with other plan participant information 
materials, including enrollment and/or renewal materials. The entity may provide a single Disclosure Notice to the 
covered Medicare individual and all Medicare- eligible dependent(s) covered under the same plan. However, the 
entity is required to provide a separate Disclosure Notice if it is known that any spouse or dependent that is 
Medicare-eligible resides at a different address than from where the participant materials were provided. If an 
entity chooses to incorporate the Creditable Coverage Disclosure Notice with other plan participant 
information, then the disclosure must be prominent and conspicuous. This means that the Disclosure Notice 
portion of the document, or a reference to the section in the document that contains the Disclosure Notice portion, 
must be prominently referenced in at least 14-point font in a separate box, bolded, or offset on the first page of the 
provided plan participant information. 
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Distributing Electronically 

Entities may use the electronic disclosure requirements under the Department of Labor regulations to meet the 
creditable coverage disclosure requirements. These regulations allow the entity sponsoring a group health plan to 
provide a Creditable Coverage Disclosure Notice electronically to plan participants who have the ability to access 
electronic documents at their regular place of work if they have access to the entity's electronic information system 
on a daily basis as part of their work duties. If this electronic method of disclosure is chosen, the entity must inform 
the plan participant that the participant is responsible for providing a copy of the electronic disclosure to their 
Medicare- eligible dependents covered under the group health plan. 

In addition, an entity may provide a Creditable Coverage Disclosure Notice through electronic means only if the 
Medicare beneficiary has indicated to the entity that he or she has adequate access to electronic information. An 
entity must not take the right to provide beneficiary materials via electronic means as a permissible way to deliver 
documents to all beneficiaries. Before beneficiaries agree to receive their information via electronic means, they 
must be informed of their right to obtain a paper version, how to withdraw their consent and update address 
information, and any hardware or software requirement to access and retain the Creditable Coverage Disclosure 
Notice. 

A valid e-mail address must be provided to the entity and the consent from the beneficiary must be submitted 
electronically to the entity. In addition to having the Disclosure Notice sent to the beneficiary’s email address, the 
Notice (except for personalized notices) must be posted on the entity’s website, if applicable, with a link to the 
Creditable Coverage Disclosure Notice on the entity’s home page. 

Model Creditable Coverage Disclosure Notices 

Employers are not required to use the model Creditable Coverage Disclosure Notices. However, in the event the 
model language is not used, such employers are required to address the following content standards: 

 That the entity has determined that the prescription drug coverage it provides is creditable; 
 The meaning of creditable coverage, i.e., that the amount the plan expects to pay on average for 

prescription drugs for individuals covered by the plan in the applicable year for which the Disclosure Notice 
is being provided is the same or more than what standard Medicare prescription drug coverage would be 
expected to pay on average; and 

 An explanation of why creditable coverage is important and a caution that even though coverage is 
creditable, the person could be subject to payment of higher Part D premiums if the person subsequently 
has a break in creditable coverage of 63 continuous days or longer before enrolling in a Part D plan. 

CMS recommends that the entities also provide the following clarifications in their Disclosure Notices: 

 An explanation of a beneficiary's rights to a Notice; 
 An explanation of the benefit plan provisions/options that affect Part D beneficiaries or their dependents 

that are related to Part D and their benefit plan; 
 Whether the covered Medicare individuals and/or their covered dependents will still be eligible to receive all 

of their current health coverage if they or their dependents enroll in a Medicare prescription drug plan; 
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 A clarification of the circumstances, if any, under which individuals could re-enroll in their prescription drug 
coverage if they drop their current coverage and enroll in Medicare prescription drug coverage and later 
drop the Medicare coverage; and 

 Information on how to get extra help paying for a Medicare prescription drug plan including the contact 
information for the Social Security Administration (SSA). (Recommended CMS language: For people with 
limited income and resources, extra help paying for a Medicare prescription drug plan is available. 
Information regarding this program is available through the Social Security Administration (SSA). For more 
information about this extra help, visit SSA online at www.socialsecurity.gov, or call them at 800-772-1213.) 

Model Non-Creditable Coverage Disclosure Notices 

Employers are not required to use the model Non-Creditable Coverage Disclosure Notices. However, in the event 
the model language is not used, such employers are required to address the following content standards: 

 That the entity has determined that the prescription drug coverage it provides is not creditable; 
 The meaning of creditable coverage, i.e., that the amount the plan expects to pay on average for 

prescription drugs for individuals covered by the plan in the applicable year is less than what standard 
Medicare prescription drug coverage would be expected to pay on average; 

 That an individual may only enroll in a Part D plan from Oct. 15 through Dec. 7 of each year; and 
 An explanation of why creditable coverage is important and that the individual may be subject to payment 

of higher Part D premiums if the person fails to enroll in a Part D plan when first eligible. 

CMS recommends that the entities also provide the following clarifications in their Disclosure Notices: 

 An explanation of a beneficiary's rights to a Notice; 
 An explanation of the benefit plan provisions/options that affect Part D beneficiaries or their dependents 

that are related to Part D and their benefit plan; 
 Whether the covered Medicare individuals and/or their covered dependents will still be eligible to receive all 

of their current health coverage if they or their dependents enroll in a Medicare prescription drug plan; 
 A clarification of the circumstances, if any, under which the individual would re-enroll in his or her 

prescription drug coverage if they drop their current coverage and enroll in Medicare prescription drug 
coverage; and 

 Information on how to get extra assistance paying for a Medicare prescription drug plan including the 
contact information for the Social Security Administration (SSA). (Recommended CMS language: For people 
with limited income and resources, extra help paying for a Medicare prescription drug plan is available. 
Information regarding this program is available through the Social Security Administration (SSA). For more 
information about this extra help, visit SSA online at www.socialsecurity.gov, or call them at 800-772-1213.) 
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Retiree Benefits, Multiemployer Plans & Medigap Insurers - Who sends the Notice? 

There are many ways for an employer/union to provide or arrange for retiree health coverage and the type of Medicare 
supplemental benefits offered will dictate whether the Disclosure must be provided by the employer/union or the 
insurer. CMS has issued guidance that will help employers, unions, and Medicare Supplement (Medigap) issuers 
determine which creditable coverage disclosure notice to provide when a beneficiary has drug coverage purchased in 
the Medigap market, and an employer/union is involved. CMS Retiree Information 

 

 

Please note that the information contained in this document is designed to provide 
authoritative and accurate information, in regard to the subject matter covered. 

However, it is not provided as legal or tax advice. 

 

 

 

 

 


