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Quick Facts:   

 Employers that sponsor group health plans 
that provide prescription drug coverage to 
Medicare-eligible individuals must disclose 
the creditable or non-creditable status of 
the drug coverage for the upcoming 
calendar year.  

 The notices must be provided each year before 
October 15, which is the start date of the 
annual Medicare open enrollment period. 

 Model creditable or non-creditable coverage 
notices are available from the Centers for 
Medicare & Medicaid Services (CMS). 

 
Background 

The Medicare Prescription Drug, Improvement, and Modernization Act of 2003 (MMA) requires 
employers that offer prescription drug coverage to notify Medicare-eligible individuals as to whether 
their prescription drug coverage is creditable or non-creditable for the upcoming calendar year.  

Creditable coverage is prescription drug coverage that is actuarially equal to or greater than the 
prescription drug coverage provided under Medicare Part D – Medicare’s voluntary prescription drug 
program.  

Knowing a prescription drug plan’s creditable status is crucial to an individual's decision of whether to 
enroll in a Medicare Part D prescription drug plan, because Medicare beneficiaries who are not covered 
by creditable prescription drug coverage and who choose not to enroll in Medicare Part D before the 
end of their initial Medicare enrollment period must pay higher premiums if they enroll in Medicare Part 
D at a later date.  

Disclosure to individuals 

Correlation with Medicare enrollment 

In order for Medicare-eligible individuals to make informed and timely enrollment decisions, group 
health plan sponsors must disclose the status (creditable or non-creditable) of the plan’s prescription 
drug coverage prior to the start of annual Medicare enrollment which begins October 15 each year.  
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Medicare Part D notices must be provided to all Medicare Part D eligible individuals who are covered 
under or who apply for the plan’s prescription drug coverage. The Medicare Part D notice is utilized to 
inform individuals about the plan’s prescription drug coverage status for the next calendar year. 

A “Medicare Part D eligible individual” is an individual who: 

 is entitled to Medicare Part A and/or enrolled in Part B as of the effective date of coverage under 
the Part D plan; and 

 resides in the service area of a prescription drug plan or Medicare Advantage plan that provides 
prescription drug coverage. 

Medicare Part D eligible individuals could include active employees, disabled employees, COBRA 
participants, retirees, as well as their covered spouses and dependents. Because employers do not 
generally know the Medicare eligibility status of dependents, distributing the notice to all employees 
who are eligible to participate in the employer’s plan is considered the best method to ensure delivery 
to potentially eligible individuals.  

Content of Part D notices 

Model Part D notices are available on CMS’ website for plan sponsors to use in disclosing the creditable 
coverage status of their plans. Employers are not required to use the CMS notices; however, if the 
model language is not used, a plan sponsor’s notices must contain the following information: 

 A statement that the plan sponsor has determined that its prescription drug coverage is creditable 
or not.  

 An explanation of creditable or non-creditable coverage. 

 A description of the beneficiary’s right to a notice. 

 An explanation of the coverage options available to beneficiaries. 

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

Form and manner of delivering Part D notices 

Plan sponsors have flexibility in the form and manner of delivery of the Medicare Part D notices. The 
notices do not need to be sent in a separate mailing, but if the Medicare Part D notice is incorporated 
with other plan materials, it must be placed on the first page or, alternatively, prominently referenced in 
at least 14-point font in a separate box, bolded or offset on the first page.  
  

https://www.cms.gov/Medicare/Prescription-Drug-Coverage/CreditableCoverage/Model-Notice-Letters.html
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For example:  
 
 
 

 

 

As a general rule, a single Medicare Part D notice may be provided to the covered Medicare beneficiary 
and all of his or her Medicare eligible dependent(s). However, if a plan sponsor knows that any 
Medicare-eligible spouse or dependent lives at a different address, it must send a separate notice to the 
Medicare-eligible spouse or dependent at that address. 

Electronic Delivery 

Plan sponsors may send Medicare Part D notices electronically under certain circumstances. CMS has 
stated that health plan sponsors may follow the electronic disclosure standards under U.S. Department 
of Labor regulations. Thus, if participants have access to an employer's email system as part of their 
regular work duties, the employer can provide the notices electronically if certain other conditions are 
met. The rules for providing health plan notices and other documents electronically to employees 
without regular access to the employer’s email system are more complicated. Consequently, most plan 
sponsors mail required notices to such employees. See this EPIC Compliance Alert for more information 
on electronic delivery of ERISA and other disclosures. 

Timing of Medicare Part D notices 

At a minimum, Medicare Part D notices must be provided: 

1. prior to the Medicare Part D annual election period that begins October 15 each year; 

2. prior to an individual’s initial enrollment period for Part D; 

3. prior to the effective date of coverage for any Medicare-eligible individual who joins the plan;  

4. whenever prescription drug coverage ends or changes so that it is no longer creditable or becomes 
creditable; and 

5. upon a beneficiary’s request. 

If the Medicare Part D notice for the next calendar year is provided to all plan participants annually, 
before October 15 of each year, items (1) and (2) above will be satisfied. In addition to providing the 
annual notice, many plan sponsors include a Medicare Part D notice in new hire packets and with other 
plan enrollment materials. This approach ensures that Medicare eligible individuals are notified in a 
timely fashion that their prescription drug coverage for the next calendar year is creditable or non-
creditable. 

If you (and/or your dependents) have Medicare or will become eligible for 
Medicare in the next 12 months, a Federal law gives you more choices about 
your prescription drug coverage. Please see page XX for more details. 

 

https://s11277.pcdn.co/wp-content/uploads/2015/05/Compliance-Alert_Properly-Distributing-ERISA-Health-and-Welfare-Plan-Materials_8.1.17_FINAL-2.pdf
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Action steps 

Employers should confirm whether their health plans’ prescription drug coverage is creditable or non-
creditable for the next calendar year and distribute Medicare Part D notices before October 15, 2018. 
Employers that distribute open enrollment materials prior to October 15 can include Medicare Part D 
notices with other required health plan notices. Employers that start open enrollment later than 
October 15 will need to send a separate Medicare Part D notice prior to October 15.  
 
 
 
 

EPIC Employee Benefits Compliance Services  
For further information on this or any other topics, please contact your EPIC benefits consulting team. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

EPIC offers this material for general information only. EPIC does not intend this material to be, nor may any person receiving this information 
construe or rely on this material as, tax or legal advice. The matters addressed in this document and any related discussions or correspondence 

should be reviewed and discussed with legal counsel prior to acting or relying on these materials. 
 


