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10 – Introduction 
(Rev. 4; Issued: 09-26-08; Effective/Implementation Date: 09-26-08) 
 
This chapter provides guidance to Part D sponsors regarding our requirements and 
procedures for Coordination of Benefits (COB) with other providers of prescription drug 
coverage.  The chapter is divided into five main areas: 
 

• Section 20 – Overview 
 

• Section 30 – CMS Requirements 
 

• Section 40 – Beneficiary Requirements 
 

• Section 50 – Part D Sponsor Requirements 
 

• Section 60 – Coordination of Benefit Activities of Non-Part D Payers 
 

20 – Overview 
(Rev. 17, Issued: 08-23-13, Effective Date: 06-07-10, Implementation Date: 01-01-11) 
 
This chapter provides COB guidance for plans providing prescription drug coverage under 
Medicare Part D. Part D sponsors are required to coordinate with State Pharmaceutical 
Assistance Programs (SPAPs) and other providers of prescription drug coverage with 
respect to the payment of premiums and coverage, as well as coverage supplementing the 
benefits available under Part D.1  The Medicare Modernization Act (MMA) specified that 
these coordination requirements must relate to the following elements: (1) enrollment file 
sharing; (2) claims processing and payment; (3) claims reconciliation reports; (4) application 
of the protection against high out-of- pocket expenditures by tracking true out-of-pocket 
(TrOOP) expenditures; and (5) other processes that CMS determines. 
 
When a Medicare Part D enrollee has other prescription drug coverage, COB allows the 
plans that provide coverage for this same beneficiary to determine each of their payment 
responsibilities.  This process is necessary in order to avoid duplication of payment and to 
prevent Medicare from paying primary when it is the secondary payer. 
 
While this is the principal purpose of COB within the contexts of Medicare Parts A and B, 
COB also serves an additional function within the Part D context: it provides the mechanism 
for support of the tracking and calculating of beneficiaries’ TrOOP expenditures, or 
“incurred costs” as defined in the MMA and CMS’ implementing regulations. Costs for 
covered Part D drugs are treated as “incurred” only if they were paid by the individual (or by 
another person, such as a family member, on behalf of the individual), paid by CMS on 
behalf of a low-income subsidy-eligible individual, or paid under a qualified entity such as 
SPAP, ADAP, or a bona fide charity as defined in CMS regulations.  Costs do not count as 

                                                             
1 Under § 423.458(d), Part D requirements may be waived for Programs of All-Inclusive Care for the Elderly 
(PACE) organizations if the requirements are determined to be duplicative of, or in conflict with, provisions 
that would otherwise be applicable to these organizations. 


