Managing Drug Costs
How can households meet the challenge?
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Are prescription drug costs burdening your finances? Some people find it a challenge to
manage the cost of prescription drugs. Americans pay an average of $1,200 per year for
medicine. For those facing greater and more dangerous ailments, some drugs can cost $10,000
per month or even lump sums in excess of $80,000 for certain drug therapies. Yes, health
insurance and Medicare Part D can help you, but not everyone has access to Medicare, and not
every insurance company has the same formulary. This means that your coverage may fall
short—not something you want to hear when wrestling with a major diagnosis.1
How can a household try to manage drug costs? There are some approaches that may help.
Shop around & compare Part D plans annually. As you shop, keep in mind that plans with
smaller premiums may have higher out-of-pocket costs. Some plans also limit monthly doses of
certain drugs in their coverage or request patients to try less costly drugs before branded drugs
can be prescribed.
Consider generics. A 2019 report from the Association for Accessible Medicines states that
Americans saved $293 billion on generic drugs, with nearly $2 trillion saved over the previous
decade. Most generic prescriptions get filled for $20 or less, while name-brand copays average
over $40. Short version? Those savings are considerable, when available, and they add up.2
Stay within the plan network. If you go out of network for non-preferred medications, your
cost for those medications may rise. That said, shopping around at different pharmacies may
yield some savings.
Ask a compounding pharmacy if it can make a medication for you. In such an instance, the
savings could be substantial.
Health Savings Accounts (HSAs) & Roth IRAs may also be useful. If you do not yet qualify for
Medicare coverage, you may have the choice to create an HSA, which must be used in
conjunction with a high-deductible health plan. HSAs are funded with pre-tax dollars, so the
contributions reduce your taxable income.3
There are also some HSA rules and limitations to consider. You are limited to a $3,600
contribution for 2021 if you are single; $7,200 if you have a spouse or family. Those limits jump
by a $1,000 “catch-up” limit for each person in the household over age 55.3
If you spend your HSA funds for non-medical expenses before age 65, you may be required to
pay ordinary income tax as well as a 20% penalty. After age 65, you may be required to pay

ordinary income taxes on HSA funds used for non-medical expenses. HSA contributions are
exempt from federal income tax; however, they are not exempt from state taxes in certain
states.
If you are the original owner of a Roth IRA, you do not have to start taking distributions at age
72. And if you are least 59½ years old and have owned the Roth IRA for at least five years, any
distributions you take may be exempt from federal taxes.3
Lastly, see your doctor on a regular basis. A routine checkup could alert you and your primary
care physician to what could become a chronic ailment. If treated early, that ailment could be
allayed, even overcome. Undetected or untreated, it could result in a long-term health problem
with long-run financial impact.
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