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Monthly Expenses for Covered Drugs

Mary Paid: Plan Paid: Total Drug Cost:

January $360.00 $360.00 $720.00

February $180.00 $540.00 $720.00

March $180.00 $540.00 $720.00

April $230.00 $490.00 $720.00

Total expenses from
January to April $950.00 $1,930.00 $2,880.00

May $720.00 $0 $720.00

June $720.00 $0 $720.00

July $720.00 $0 $720.00

August $720.00 $0 $720.00

September $720.00 $0 $720.00

Total expenses from
January to September $4,550.00 $1,930.00 $6,480.00

October $36.00 $684.00 $720.00

November $36.00 $684.00 $720.00

December $36.00 $684.00 $720.00

You can find out how much your plan paid by looking at your pharmacy receipt.
• The amount you paid plus the amount your plan paid is your total drug cost. Add your total drug costs  

each month to see how close you are to entering the coverage gap. Remember, in 2010 you enter the  
coverage gap when your total drug costs reach $2,830.

• Add the total amounts you paid each month to find out how close you are to exiting the coverage  
gap. In 2010, the out-of-pocket limit for most plans that have a coverage gap is $4,550.

Mary paid more in
January because she
had to meet her $310
deductible before her
plan started to pay
toward the cost of her
medicines.

Mary entered the
coverage gap in April 
because her total drug 
costs (what she paid 
plus what her plan 
paid) reached $2,830.

Mary exited the 
coverage gap at the 
end of September 
because the total 
amount that she 
paid herself for her 
medicines reached 
$4,550.

In October, Mary
entered “catastrophic
coverage.” She paid
5% of the cost for her 
medicines and her
plan paid the rest.

Sample Expense Log
It’s important to track your spending to see when you will enter and exit the coverage gap. The 
sample Expense Log below shows you how.

Mary has Medicare prescription drug coverage for the seven medicines she takes every month. Her
plan has a $310 deductible at the beginning of the year and Mary pays a copay for each of her
prescriptions. Your plan may be different than Mary’s.
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Publication Title - Medicare Beneficiaries: Navigating the Coverage Gap 

 

Getting Into and Out of the Coverage Gap: How It Works
In a standard Medicare drug plan in 2010, you enter the coverage gap when the total 
amount spent on “covered drugs” by you and your plan combined reaches $2,830.

One covered drugs count toward getting you into – and out of – the coverage gap. 
Covered drugs are medicines for which your plan pays at least part of the cost at some 
time during the year. 

• Once you enter the coverage gap, you must pay 100% of your prescription dug 
costs until the total amount you have paid reaches the “out-of-pocket limit.” The out-
of-pocket limit is a dollar amount hat marks the end of the coverage gap. This limit 
includes the amounts you paid before you entered the coverage gap. In 2010, the out-
of-pocket limit for most plans that have a coverage gap is $4,550.

• Once you reach the out-of-pocket limit you pay a small copayment or coinsurance for 
your medicines until the end of the calendar year. Your plan pays the rest. This is called 
“catastrophic” coverage because it protects you if your total drug costs are very high.

Only certain kinds of expenses count toward the out-of-pocket limit.
• Expenses that count toward the out-of-pocket limit include what you spend on covered 

drugs (including your deductible, copayments, coinsurance, and all payments you 
make for covered drugs through the coverage gap).

• Expenses that do not count toward the out-of-pocket limit include your monthly 
premium payments, payments for drugs that are not covered drugs, payments for 
drugs purchased from other countries such as Canada, and costs paid by certain 
assistance programs.

• The Affordable Care Act passed by Congress and signed by President Obama in 
2010 contains some important benefits for Medicare recipients with prescription drug 
coverage who reach the coverage gap. If you aren’t already getting Medicare Extra 
Help, Medicare will automatically send you a tax free, one-time $250 rebate check after 
you reach the coverage gap (also called the “donut hole”) in 2010. This rebate is the 
first step toward closing the Medicare prescription drug coverage gap.

• If you reach the coverage gap in 2011 and are not getting Medicare Extra Help, you will 
receive a 50% discount on any brand prescription you purchase while you are in the 
coverage gap. Additional help is planned for future years.
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