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Key takeaways:

To get prescription drugs via Medicare, you’ll need either a Medicare Part C BMedicare
Advantage) or Part D policy.

Part C and Part D policies are provided only by private insurers.

In choosing between Part C and Part D, consider whether you want coverage for other
types of medical care and if you have other insurance that covers prescription drugs.
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If you’re on Medicare, there are two ways that you can get outpatient drug coverage. You
can choose a stand-alone Part D plan to go along with your Original Medicare Parts A and B.
Or you can enroll in a Medicare Advantage BMAM plan, also known as Medicare Part C, that
includes prescription drug benefits BMAPDM. 

Given the cost of prescription drugs, it’s worth considering this coverage even if at present
you don’t spend much on your medications. Understanding how Medicare drug coverage
works can help you make an informed decision about the best plan for you. 

What do Medicare Part C and Part D have in common?
Medicare Parts C and D have several similarities:

Both are private insurance. The federal government offers Original Medicare, which
includes Part A (hospital insurance) and Part B (medical insurance). By contrast,
Medicare Parts C and D are approved by Medicare but offered through private insurers.

Both have premiums and out-of-pocket costs. In this way, Medicare Parts C and D are
like most other types of health insurance.

Both have an open enrollment period. During their shared open enrollment period —
October 15 through December 7—you can enroll in a new plan or switch plans. Medicare
Advantage has an additional open enrollment period—January 1 through March 31V
when you can switch to another Advantage plan.

Neither plan covers medications when you are outside of the United States. If you plan
to travel abroad, consider getting travel insurance that will cover your drug costs.

How is Medicare Advantage different from Part D?
Medicare Part D is a supplement to Original Medicare and covers prescription drugs only.
Medicare Advantage, on the other hand, replaces Original Medicare and becomes your
hospital and medical insurance plan. 

In addition, Medicare Advantage plans often cover prescription drugs as well as dental,
vision, and hearing care. However, people with Medicare Advantage plans are typically
limited to a network of doctors that accept their insurance, while those with Original
Medicare can go to any doctor that accepts Medicare (most do).

Nearly 90% of Medicare Advantage plans include Medicare Part D, but you can also
purchase Part D separately if you have an Advantage plan that does not include it. About a
third of Medicare beneficiaries had Medicare Advantage plans in 2019.

How do factors such as deductibles and copay levels vary
between Medicare Advantage and Part D?

The amount you pay in deductibles and copays for Medicare Advantage will vary depending
on the plan you choose and where you live. That said, MA plans typically cap your total out-
of-pocket costs. For 2021, the cap averages just over $5,000 for in-network services and
about $9,200 for out-of-network services, according to the Kaiser Family Foundation. 

Copayments for Medicare Part D plans are a bit more complicated. You’ll typically owe
coinsurance or copayments for drugs until you’ve reached your plan’s deductible. After the
deductible—once you and the plan have spent a combined $4,130—you’ll pay just 25% of the
cost of your drugs until you reach the out-of-pocket maximum of $6,550.

Medicare Part D premiums vary significantly depending on where you live. An analysis by
Kaiser Family Foundation found that premiums ranged from less than $6 per month in Hawaii
to more than $200 per month in South Carolina.

Is the appeal process the same for Part C and Part D?

Yes. Appeals under Part C and Part D, both administered by private insurers, are filed directly
with the insurer. There is a standard appeals sequence, though the exact steps in the
process may vary slightly depending on the insurance company. Typically, you and your
doctor would work together to submit the necessary paperwork.

What’s covered in a typical Part D plan?
There are nearly 1,000 different stand-alone Medicare Part D plans, according to the Kaiser
Family Foundation. Each plan maintains a formulary that classifies drugs into several tiers
with different levels of coverage. Generic drugs, in the lowest tier, typically cost just a few
dollars each, while specialty drugs in the highest tier may require copayments of 25% to 33%
of their cost. 

What prescription drug coverage is offered through
Medicare Advantage?
It depends on the type of plan that you have. Health maintenance organizations BHMOs) and
preferred provider organizations BPPOs) typically include prescription drug coverage. If you
have an HMO or PPO plan, you cannot purchase a stand-alone Part D plan. If your Medicare
Advantage plan is a private fee-for-service BPFFSM plan, it may or may not provide drug
coverage. A Special Needs Plan BSNPM definitely will.  

What coverage gaps are present in Medicare Part C
and Part D?
Medicare Part D, whether purchased on its own or as part of a Medicare Advantage plan, has
a coverage gap known as “the donut hole.” It kicks in once you and your plan have paid
$4,130 in drug costs for the year. Although regulations have lessened its impact, the donut
hole could still increase your monthly prescription expenses.

In the initial coverage phase, before you reach the donut hole, your out-of-pocket costs will
include your deductible and your coinsurance or copayment. For 2021, the average
deductible for Part D plans is $350, while for Part C drug plans the average is $102. 

At this stage, the price you pay for drugs varies, depending on their formulary tier. Prices
range from $0 for generics to 40% of the cost of preferred brand drugs and 25% of the cost
for specialty drugs.

From the time you enter the donut hole until you reach its $6,550 upper limit, you’ll pay up to
25% of the retail price of your medication. For generics, only the value of your 25% copay
counts toward closing the donut hole, but for brand-name drugs, your copay and the
manufacturer’s cost both count. Once you’ve reached the $6,550 threshold, your
copayments will go down again.

How do people close the coverage gap?

There are several methods you can use to avoid or minimize your coverage gap:

Lower the price of your prescription drugs by choosing a drug plan with a formulary that
includes your medications. 

Shop around to see whether another pharmacy offers the same prescription for less. 

Look into ordering your medications by mail, which can be cheaper than getting them at
the pharmacy.

Use discounts such as those offered by GoodRx, which could bring prices down to less
than your drug coverage copay.

If you have Medicare Part D and are struggling to pay for your prescription drugs, you may
qualify for Extra Help, a federal subsidy for low-income Medicare recipients. To qualify in
2021, individuals must have less than $19,320 in annual income; for a married couple, the
cutoff is $29,520. People who have Medicare Advantage policies are not eligible for Extra
Help.

The bottom line
Choosing the best prescription drug plan for you will involve making other Medicare-related
decisions first. If you want additional coverage for expenses like dental or vision care, you
can get a Medicare Advantage plan that includes a prescription drug benefit. If you opt for
Original Medicare and don’t have existing drug coverage, you may want a stand-alone Part D
prescription drug plan that will limit your medication costs. Either way, you can keep costs
down by selecting a drug plan with a formulary that covers your medications.
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