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MedPAC Proposes Changes for 42 Million  
Medicare Beneficiaries Enrolled in Part D 

 
Cost-Sharing Changes Could Increase Costs for Many Beneficiaries 

 
Many of the 42 million Medicare Part D enrollees could be affected if Congress acts on 
anticipated Medicare Payment Advisory Committee (MedPAC) recommendations to change 
cost-sharing requirements for beneficiaries of the program. Overall, according to Avalere 
experts, the changes could mean lower-cost generic and biosimilar drugs for low-income 
beneficiaries, and higher cost-sharing levels for beneficiaries with higher incomes.  
 
MedPAC—an independent agency that advises Congress on issues affecting Medicare—is 
expected to release its June report to Congress tomorrow, June 15. In that report, MedPAC will 
likely recommend a set of proposals to reform the Medicare Part D program. These proposals 
were unanimously approved by commissioners at MedPAC’s April meeting. Several of the 
proposed Part D changes, described below, will specifically impact beneficiary out-of-pocket 
costs. Find more information about all of the proposals here. 
 
According to experts at Avalere, of the more than 42 million Part D enrollees in 2016, nearly 12 
million are low-income subsidy (LIS) beneficiaries who could experience lower costs for generic 
drugs or biosimilars. Depending on the final recommendation, this proposal could also include 
higher cost sharing on branded drugs. The remaining non-LIS beneficiaries would face multiple 
cost-sharing changes that could actually increase costs for many enrollees. 
 
Changes for Non-LIS Beneficiaries 
 
MedPAC proposed two changes to beneficiary cost-sharing for higher-income, non-LIS 
enrollees. First, MedPAC recommends implementing an out-of-pocket (OOP) maximum in Part 
D, which means beneficiaries would not be responsible for any cost sharing in catastrophic 
coverage after spending a certain amount in a given year. For 2017, the OOP maximum would 
begin at $4,950 in total out-of-pocket costs on medications. Today, beneficiaries are responsible 
for five percent of their total drug costs for any spending in the catastrophic portion of the benefit 
(Figure 1). This proposal would lower out-of-pocket costs for beneficiaries with very high 
prescription drug costs. Avalere experts note that implementing an OOP maximum is not out of 
the ordinary, as most other forms of insurance already include OOP caps on enrollee spending 
as a result of requirements in the Affordable Care Act. 
 

http://avalere.com/
http://click.avalere.com/acton/attachment/14417/f-0227/1/-/-/-/-/20160411%20-%20Policy%20360%20-%20Focus%20Report%20-%20MedPAC%20April%202016%20Meeting.pdf
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Figure 1. Standard Benefit for Non-LIS Enrollees, 2017 
 

 
 
The second cost-sharing change proposed by MedPAC would make it harder for Part D 
enrollees to reach the catastrophic coverage level of their plan, resulting in higher OOPs. The 
change impacts how beneficiaries’ true-out-of-pocket costs (TrOOP) are calculated. When 
beneficiary TrOOP reaches a specified threshold ($4,950 in 2017), a beneficiary enters the 
catastrophic phase of the Part D benefit. The proposed change to the TrOOP calculation, which 
is a measure of which beneficiary spending “counts” toward moving beneficiaries through the 
Part D benefit toward catastrophic coverage. This change would exclude the brand 
manufacturer coverage gap discounts (shown in green above) from the calculation of TrOOP. 
According to Avalere, this change would effectively increase beneficiary spending and slow 
enrollees’ progression toward the catastrophic phase. This would result in fewer beneficiaries 
ever reaching catastrophic coverage. 
 
A previous Avalere analysis demonstrated how beneficiary costs would change under the new 
MedPAC TrOOP proposal. In total, beneficiaries would pay $4.1 billion in additional Part D 
spending over the four years from 2017 through 2020. Furthermore, 715,000 fewer beneficiaries 
would reach catastrophic coverage each year—a 64 percent reduction in the number of 
beneficiaries reaching the catastrophic phase. 
 

http://avalere.com/expertise/managed-care/insights/proposed-changes-to-part-d-would-increase-beneficiary-costs
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Figure 2. Estimated Impact on Non-LIS Beneficiary OOP Spending (billions) due to 
Proposed TrOOP Change 

 
 
“While the addition of an out-of-pocket maximum in Part D will help a small number of high-
spending enrollees, we anticipate that more beneficiaries will actually be worse off since they 
will owe more in cost sharing and may never reach the spending cap,” said Kelly Brantley, 
director at Avalere.  
 
Changes for Low-Income Beneficiaries 
 
Medicare Part D includes special protections for low-income beneficiaries. These beneficiaries 
benefit from lower drug cost sharing and no coverage gap. Under MedPAC’s proposals, cost-
sharing for generic drugs and biosimilars would be reduced or eliminated for some LIS 
beneficiaries (those earning less than 135 percent of poverty—$16,038 for an individual in 
2016) to encourage broader use of these products, rather than branded products. In 2013, 
drugs dispensed to LIS-eligible beneficiaries were generics 81 percent of the time, compared to 
85 percent generic dispensing rates for non-LIS beneficiaries. The 2017 LIS benefits are shown 
in the table below. 
 
Figure 3. 2017 Cost-Sharing for LIS Beneficiaries <135% of Poverty Under Current Rules 

Income and Assets Criteria Generic 
Copay Brand Copay OOP Threshold 

Full duals with income up to 100% 
FPL* $1.20 $3.70 No copay after $4,950 

Full duals with income over 100% 
FPL, partial duals, and individuals with 

income up to 135% FPL 
$3.30 $8.25 No copay after $4,950 

* Full duals who are Institutionalized or receiving HCBS have no premium or cost sharing obligations 
Source: CMS Advance Notice of Methodological Changes for (CY) 2017 for Medicare Advantage (MA) Capitation Rates, Part C and 
Part D Payment Policies and 2017 Call Letter   
 



 

4 | Avalere Health 

“Low-income enrollees are slightly less likely to use generic drugs than their counterparts, which 
could be the result of lower cost-sharing requirements or systematic differences in their health 
needs,” said Caroline Pearson, senior vice president at Avalere. “This proposal would reduce 
beneficiary costs for generic drugs to encourage broader use lower cost products when they are 
available.” 
 
Taken together, the set of Part D proposals anticipated in MedPAC’s June report would likely 
require legislative action by Congress. While such action is unlikely before the election, broader 
Part D changes could be considered by a new Congress in 2017. However, no such action is 
required, and many MedPAC proposals are never adopted in statute or regulation. 
 
 
 
Methodology 
 
Part D enrollment data is based Avalere analysis of the “2017 Low Income Subsidy Contract Enrollment 
by County” and “Monthly Enrollment by Contract/Plan/State/County” files. Generic dispensing rates for 
LIS and non-LIS beneficiaries are based on the March 2016 MedPAC “Medicare Payment Policy” report 
to Congress. 2017 Part D benefit design information is based on CMS Advance Notice of Methodological 
Changes for (CY) 2017 for Medicare Advantage (MA) Capitation Rates, Part C and Part D Payment 
Policies and 2017 Call Letter. Impact of the TrOOP proposal is based on Avalere analysis of Medicare 
Current Beneficiary Survey, information about the Medicare Part D population from MedPAC, plan design 
information from its proprietary DataFrame database, and other data sources to simulate the effect of the 
benefit change on a projected Medicare Part D population. 
 

### 
 

Avalere Health, an Inovalon Company, is a strategic advisory company whose core purpose is to create innovative solutions to 
complex healthcare problems. Based in Washington, D.C., the firm delivers actionable insights, business intelligence tools and 
custom analytics for leaders in healthcare business and policy. Avalere's experts span 230 staff drawn from Fortune 500 healthcare 
companies, the federal government (e.g., CMS, OMB, CBO and the Congress), top consultancies and nonprofits. The firm offers 
deep substance on the full range of healthcare business issues affecting the Fortune 500 healthcare companies. Avalere’s focus on 
strategy is supported by a rigorous, in-house analytic research group that uses public and private data to generate quantitative 
insight. Through events, publications and interactive programs, Avalere insights are accessible to a broad range of customers. For 
more information, visit avalere.com, or follow us on Twitter @avalerehealth. 


