
 

Medicare Part D Drug Benefit Program Changes 
for 2020 
The Medicare Part D standard benefit design parameters will be higher in 2020, 
the Centers for Medicare & Medicaid Services (CMS) recently announced.1 
While the deductible will increase by less than 5 percent, the out-of-pocket 
threshold will increase dramatically: 24 percent. The reason for the jump in the 
out-of-pocket threshold, sometimes known as the TrOOP,2 is the expiration of a 
provision of the Affordable Care Act (ACA) that slowed the growth of the TrOOP 
between 2014 and 2019. In 2020 and beyond, the TrOOP will be determined 
using a pre-ACA calculation. Plan sponsors that contract with a Medicare Part D 
Prescription Drug Plan or Medicare Advantage-Prescription Drug Plan (also 
known as EGWPs3) will likely receive lower payments from CMS as a result of 
this change, meaning that these plans will be more expensive. 

CMS also announced that the Retiree Drug Subsidy (RDS) amounts it pays to 
sponsors of group health plans that provide prescription drug coverage to 
Medicare-eligible retirees will be higher in 2020. 

This Update features charts comparing the 2020 numbers to the 2019 numbers. 

2020 Standard Benefit Design Parameters 
The table at the top of the next page compares the standard benefit design 
parameters for a Part D plan for 2020 to the amounts for 2019. 

CMS will announce the 2020 base Medicare Part D premium and the higher 
income-based premiums by August. 

 

                                                           
1 An announcement known as a Call Letter is available on the CMS website. 
2 TrOOP stands for True Out-of-Pocket Maximum. 
3 EGWP stands for Employer Group Waiver Plan. EGWPs must meet two parts of the Standard Benefit 

Design: They may not have a deductible higher than the standard deductible, and they must observe 
the catastrophic limit. 

 
Health 
Compliance 
News Highlights: 

• In 2020, the Part D 
deductible will increase 
by nearly 5 percent. 

• A higher TrOOP in 2020 
means that plans that 
contract with an EGWP 
may see lower reinsurance 
payments because fewer 
participants reach the 
catastrophic threshold. 

• The Retiree Drug Subsidy’s 
cost threshold will increase 
by nearly 5 percent while the 
cost limit will increase just 
over 5 percent. 
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https://www.cms.gov/Medicare/Health-Plans/MedicareAdvtgSpecRateStats/Downloads/Announcement2020.pdf
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Part D Standard Benefit Design Parameters 2019 2020 

Deductible $415.00 $435.00 

Initial Coverage Limit for Drug Expenses Paid by the Individual and the Part D Plan $3,820.00 $4,020.00 

Out-of-Pocket Threshold (TrOOP) $5,100.00 $6,350.00 

Total Covered Part D Drug Spending before Catastrophic Coverage* $7,653.75 $9,038.75 

Minimum Copayment in Catastrophic Coverage Portion of Benefit for 
Generic/Preferred Multi-Source Drugs** $3.40 $3.60 

Copayment in Catastrophic Coverage Portion of Benefit for Other Drugs $8.50 $8.95 

* In the catastrophic portion of the benefit, beneficiaries pay the greater of 5 percent coinsurance or fixed copayments set by CMS, which are 
shown in the last two rows of this table. 

** Multi-source drugs are drugs that may be purchased from multiple manufacturers or distributors. 

The chart below shows 2020 cost sharing for individuals in a standard Medicare Part D 
prescription drug plan, starting with the deductible at the bottom of the chart and ending 
with catastrophic coverage at the top of the chart. 

Medicare Part D Cost Sharing in 2020 

5% Paid by Participant 

* The Bipartisan Budget Act of 2018 increased the percentage that manufacturers of brand-name 
drugs must pay during 2019 and beyond when Medicare beneficiaries are in the coverage gap, from 
50 percent to 70 percent starting in 2019. For a summary of the benefits provisions in that law, see 
Sibson  Consulting’s April 19, 2018 Update. 
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http://www.sibson.com/publications-videos/update/health-and-retirement-plan-provisions-in-the-bba/
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Earlier this year, the Trump Administration proposed to eliminate prescription drug rebates 
in the Medicare Part D program, and permit discounts to participants at the point-of-sale.4 
Those rebates are payments from drug manufacturers. The goal of the proposal is to give 
manufacturers an incentive to lower list prices and pharmacy benefit managers (PBMs) 
more of an incentive to negotiate greater discounts from the manufacturers. 

If the rule is adopted as proposed, it would require sponsors of health plans that cover 
retirees to review their contracts with Medicare Part D plans, Medicare Advantage plans 
and PBMs. Contracts that refer to rebates will need to be revised. Those plan sponsors 
would also need to evaluate their benefit design in light of potential new pricing 
arrangements that reflect the elimination of rebates on Part D drugs and may include 
higher premiums and new fixed fees for services performed by PBMs for manufacturers. 

However, the proposed rule has not yet been finalized. 

2020 Retiree Drug Subsidy Amounts 
For 2020, plan sponsors claiming the RDS will receive 28 percent of Part D prescription 
drug expenses between $435 and $8,950. The table below compares the 2020 numbers 
to the numbers for 2019. 

RDS Amounts 2019 2020 

Cost Threshold* $415.00 $435.00 

Cost Limit** $8,500.00 $8,950.00 

* The cost threshold is the minimum amount of covered Part D drug expenses that must be incurred by an 
individual before a plan sponsor is eligible to receive the RDS based on the individual’s claims. 

** The cost limit is the maximum amount of covered Part D drug expenses for which a plan sponsor may 
claim the RDS for each individual. 

Questions? 
For more information about whether this new approach may be available to your plan, 
please contact your Sibson consultant. 

______________________________ 
4 The proposed rule, which was published in the February 6, 2019 Federal Register, was mentioned in a post 

on Sibson’s website. 

Update is Sibson Consulting’s electronic newsletter summarizing compliance news. Update is for 
informational purposes only and should not be construed as legal advice. It is not intended to provide 
guidance on current laws or pending legislation. On all issues involving the interpretation or application of 
laws and regulations, plan sponsors should rely on their attorneys for legal advice. 

 

Sibson Consulting is a member of The Segal Group. 

To receive Update and other Sibson publications, join our email list. 

Follow us: 

   

Copyright © 2019 by The Segal Group, Inc. All rights reserved. 

https://www.govinfo.gov/content/pkg/FR-2019-02-06/pdf/2019-01026.pdf
https://www.sibson.com/publications-videos/hot-topics/hhs-proposes-replacing-rx-rebates-with-point-of-sale-discounts/
https://www.sibson.com/publications-videos/hot-topics/hhs-proposes-replacing-rx-rebates-with-point-of-sale-discounts/
http://www.segalgroup.net/#all
http://www.sibson.com/weekly-mailings/%23all
https://www.linkedin.com/company/sibson-consulting
https://twitter.com/sibsonconsult
https://www.facebook.com/pages/Sibson/260548840629968

	Medicare Part D Drug Benefit Program Changes for 2020
	2020 Standard Benefit Design Parameters
	2020 Retiree Drug Subsidy Amounts
	Questions?


