
Standard Medicare Drug Benefit, 2006

$386 Average Annual Premium***
$250 Deductible

$2,250 in Total Drug Costs*

$5,100 in Total Drug Costs**

25%

5%

$2,850 Gap:    
Beneficiary Pays 100%

Medicare Pays 75%

Medicare Pays 95%

No coverage 
(the “doughnut hole”)

Catastrophic Coverage

Partial Coverage
up to Limit

Beneficiary 
Out-of-Pocket
Spending

Exhibit 3

*Equivalent to $750 in out-of-pocket spending. **Equivalent to $3,600 in out-of-pocket spending. ***Annual amount based on $32.20 national 
average monthly beneficiary premium (CMS, August 2005).
SOURCE:  Kaiser Family Foundation illustration of standard Medicare drug benefit described in the Medicare Modernization Act  of 2003.
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