Medicare Part D

GLOSSARY OF TERMS

	TERMS
	DEFINITION

	Annual Deductible
	The amount you must pay for your prescriptions, before your Medicare drug plan begins to pay. The deductible amount cannot exceed the maximum set by Medicare ($265 for 2007). 

	Brand Name Drug
	A drug that has a trade name and is protected by a patent.  It can be produced and sold only by the company holding the patent.

	Catastrophic Coverage
	The insurance coverage which you will receive after your total drug costs have reached the maximum amount for the year ($5451.25 for 2007) until the end of the calendar year.  You will still pay a coinsurance (5%) or a copayment ($2.15 for generics and $5.35 for brands) for drugs during this period.

	Coinsurance
	A percentage amount that you pay for a medical service after satisfying any deductibles.  In a Medicare Prescription Drug Plan, the coinsurance can vary for drugs in different tiers.  The coinsurance in the initial coverage zone is different in the catastrophic coverage zone.

	
	

	Copayment
	A set dollar amount you pay for a medical service after satisfying any deductibles. For example, this could be $10 or $20 for a prescription and may vary based on the formulary status of the drug.

	
	

	Cost Sharing
	The amount you pay for prescriptions. This amount can include copayments, coinsurance, and/or deductibles.

	Non-Formulary Drug
	A drug that is not on a plan-approved drug list.  Unless an appeal is granted, a non formulary drug will not be covered under the plan and costs for that drug will not count towards out of pocket expenses.

	Creditable Coverage
	Insurance coverage that is at least equal to, or better than the coverage to which it is being compared, in this case, a Medicare Part D basic plan.  It is coverage that you had in the past and gives you certain rights when you apply for new coverage.

	Deductible
	The amount you must pay to purchase a prescription.  The insurance plan pays the remainder of the full cost of the drug.

	Formulary
	A list of drugs covered by a plan.  This list usually also includes the tiers and any restrictions on the use of the drugs.

	Gap (Donut Hole)
	A break in insurance coverage where the patient is responsible for the full cost of the drug.  This is also sometimes referred to as a second deductible.  Some plans may offer some coverage on some drugs in the gap.

	Generic Drug
	A prescription drug that has the same active-ingredient formula as a brand-name drug. Generic drugs usually cost less than brand-name drugs. The Food and Drug Administration (FDA) rates these drugs to be as safe and effective as brand-name drugs.

	Initial Coverage Zone
	The initial period of insurance coverage after a patient has met any deductible requirement and before expenditures reach the initial limit of the gap.


	TERMS
	DEFINITION

	Non-preferred Pharmacy
	A pharmacy that offers covered drugs to plan members at higher out-of-pocket costs than what the member would pay at a preferred network pharmacy.

	Plan Name
	The name of the insurance plan offered by the company that contracts with Medicare.  For Medicare Par D, each insurance company may offer up to three different plans in each region.

	Preferred Drug
	A particular drug which is deemed by the insurance company to be the drug of first choice given a certain condition.  This determination is made based on cost, safety and efficacy issues

	Preferred Pharmacy
	A network pharmacy that offers covered drugs to plan members at lower out-of-pocket costs than what the member would pay at a non-preferred network pharmacy.

	Premium
	The payment made to cover the cost of the insurance policy.  This does not cover any of the costs of the medications.

	Prior Authorization
	Approval which must be obtained from an insurance provider before prescription costs are covered.  In many instances, your doctor or health care provider must first contact the plan and show there is a medically necessary reason for using a particular drug for it to be covered.

	Quantity Limits
	For safety and cost reasons, plans may limit the quantity of drugs that they cover over a certain period of time.

	Step Therapy
	In some cases, plans require you to first try one drug before they will cover another drug for that condition. For example, if Drug A and Drug B both treat your medical condition, a plan may require your doctor to prescribe Drug A first. If Drug A does not work for you, then the plan will cover Drug B.

	Tier (Formulary Status)
	Drugs on a formulary are often organized into different drug “tiers,” or groups of different drug types. Your cost depends on which drug tier your drug is in. 

For example, a plan may form tiers this way: 

Tier 1 – Generic drugs. 

Tier 2 – Preferred brand-name drugs. 

Tier 3– Non-preferred brand name drugs. 


