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Drug Coverage
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Under Medicare Part D, brand-name drug coverage is now based on 3 phases1,2

Medicare Part D Drug Coverage—2025 Benefits Summary

This document is presented for informational purposes only and is not intended to provide reimbursement or legal advice. Laws, 
regulations, and policies concerning reimbursement are complex and are updated frequently. While we have made an effort to be 
current as of the issue date of this document, the information may not be as current or comprehensive when you review it. Please 
consult with your counsel or reimbursement specialist for any reimbursement or billing questions specific to your institution. 

Deductible
The amount paid by the patient before the plan begins to pay  
its share of covered drugs. Some plans have no deductible

Phase 1

Phase 2

Phase 3

 Initial coverage
The cost of drugs is divided between the patient, manufacturer,  
and plan. In this phase, the patient pays 25% of the cost for each drug

Catastrophic coverage
Patients are not responsible for any drug costs

The 2025 out-of-pocket (OOP) threshold1

Starting January 1, 2025, the OOP patient responsibility is capped at $2,000, which is a 
reduction from the 2024 responsibility of approximately $3,300. This $2,000 cap also includes 
the deductible, providing patients with a lower cost burden compared to previous years.

The Medicare Prescription Payment Plan (MPPP)3-5

Starting January 1, 2025, MPPP requires that all Part D plans, including Medicare Advantage plans 
offering a Part D benefit, provide patients the option to distribute OOP costs over the calendar  
year instead of being paid upfront at the pharmacy. Costs are capped to ensure affordability, no  
fees or interest are applied to the payments, and enrollees are billed monthly by the plan sponsor. 
Patients are not enrolled automatically into MPPP and must opt in by contacting their 
Medicare Part D plan sponsor.

Ensure your patients are aware MPPP enrollment is not automatic and  
they should contact a representative from their health plan for details
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*   Medicare Part D coverage resets at the beginning of each calendar year.7 These estimates are valid for the Medicare Part D Standard Benefit for 2025 only.  
Part D plans may vary; therefore, patient cost shares depend upon the provisions of each individual plan.

 †  Actual costs for eligible patients may be significantly reduced by other prescription drug assistance programs, such as Extra Help.

Brand-name drug coverage thresholds, 20252*
 

OOP=out-of-pocket.

Benefit Cost Sharing Overview (Medicare Part D, 2025)

Phase 3

Medicare Part D  
cost sharing

Drug costs  
by phase

Patient  
OOP costs  

during phase†

Total OOP patient responsibility upon  
reaching catastrophic coverage phase

Deductible

Patient pays 100%  
up to $590

Initial coverage

Patient, manufacturer, and  
plan share drug costs between  

$590 and $2,000

Catastrophic coverage

Patient pays  
0% of drug costs

$1,410

$0

$2,000

65%25% 10%

$590100%

  Patient

  Insurance Plan  

   Manufacturer

  Medicare

Phase 2

Phase 1

Extra Help for eligible patients4,6

Extra Help, Part D low-income subsidy, is a government program that helps patients with Medicare Part D 
who meet certain income limits afford their medications. Patients who have both Medicare and Medicaid are 
automatically enrolled in Extra Help. Patients can visit www.medicare.gov/basics/costs/help/drug-costs to 
review eligibility criteria. In 2025, all patients with Extra Help pay:

$0 for Medicare drug  
plan premiums

$0 for Medicare  
plan deductibles

No more than $12.15 for brand-name  

drugs and $4.90 for generic drugs

60% 20%20%

As of 2024, patients are no longer divided into partial or full Extra Help depending on income and asset eligibility; all patients who qualify for  
Extra Help receive the full benefit.

https://www.medicare.gov/basics/costs/help/drug-costs


4

Patient Out-of-Pocket Cost Examples (Medicare Part D, 2025)

Monthly drug cost examples by drug start month
The below scenarios demonstrate OOP costs patients may pay depending on when they first fill their  
prescription in a calendar year. The scenarios assume a 25% co-insurance plan with a maximum 
standard deductible and average monthly drug costs of $15,000.

Medicare Part D coverage resets in January of each calendar year, 
 with patients’ cost-sharing responsibilities starting over until  

they reach the OOP maximum ($2,000 in 2025).2,7

2025 total OOP costs to patient

If enrolled in MPPP, patient  
pays $167 each month instead  

of $2,000 in January

If enrolled in MPPP, patient 
pays $400 each month instead 

of $2,000 in August

 

12 months of prescription fills2,3 
(January through December) 

5 months of prescription fills2,3  
(August through December) 

JAN

FEB

MAR

APR

MAY

JUN

JUL

AUG

SEP

OCT

NOV

DEC

MPPP=Medicare Prescription Payment Plan; OOP=out-of-pocket.

Patient pays  

$2,000 
(includes deductible and initial 

coverage phases) 

Patient pays 

$0/month for the  
subsequent 11 months 

(catastrophic phase)

Patient pays 

$0/month for the 
subsequent 4 months 

(catastrophic phase)

Patient pays  

$2,000 
(includes deductible and initial  
coverage phases) 

First prescription filled First prescription filled

$2,000 over  12 months † $2,000 over 5 months
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