
Myth vs. Fact
Medicare Part D Retiree Drug Subsidy

Three of the Most Common Misconceptions of the RDS Program

Under the Retiree Drug Subsidy (RDS) program, the Centers for Medicare and Medicaid Services (CMS) reimburses Plan Sponsors the 
equivalent of 28% of all Allowable Retiree Drug Expenses that fall between the federally designated Cost  Threshold amount and the Cost 
Limit after Actual Cost Adjustments are removed. This amount is limited per individual, which, like the cost threshold and cost limit, varies 
from year to year. Given the complexity of the RDS program and the new Federal regulations aimed at improving the U.S. Healthcare 
system, there are many myths about the RDS program, some of which we’ve dispelled here.


