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Part D Costs 2009

Premium Range $16 - $120

National Average/ $30.36 per month/

1% Penalty Calculation $0.30 per month
Deductible $295

Initial Coverage Period Copayment 25%, up to $2,700 in total drug costs
Coverage Gap (Donut Hole) $2,701 to $6153.75 in total drug costs

$295 deductible +

Total Out-Of-Pocket Limit $601.25 initial period copayment +

Before Catastrophic Coverage $3,453.75 paid in the gap =
$4,350.00 Total
Catastrophic Coverage Above $4,350 out-of-pocket
Catastrophic Copayment $2.40 generics, $6 brand-name or 5% copay
Low-Income Subsidy (LIS) Limits
Federal poverty Family Monthly Resources
level size income 2009 (assets)* 2009
Individual 903 4,000**
100% (QMB) navighia : v
Couple $1,214 $6,000**
Individual 1,219 8,100*
135% (LIS) neivighia 31, $8,
Couple $1,639 $12,910*
135% Individual $1,219 $12,510*
Couple $1,639 $25,010*
150% Individual $1,354 $12,510
Couple $1,822 $25,010*

* Includes $1500 per person burial plan. The home you live in and your car do not count as assets.
**QMB is a State program that helps to pay for Medicare Part B premiums. Resources are evaluated
differently. Please contact your Aging Services/SPD local branch with questions and to apply.
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Standard Medicare Prescription
Drug Benefit 2009

Standard Medicare Prescription Drug Benefit, 2009

{}

Plan Pays 15%;

Enrollee Out-of-Pocket
Spending

Enrollee pays
5%

Medicare Pays 80%

4= $6,153.75 in
Total Drug Costs
($4,350 out-of-pocket)
Enrollee pays < $3,453.75 Coverage Gap

100% “Donut Hole”

= $2,700 in
Total Drug Costs

$896 out-of-pocket
Enrollee pays < Plan Pays 75% ( P )

25% ($601.25)

Enrollee pays 100%—> $295 Deductible
$304 Average Annual Premium

Note: Annual premium amount based on $28 national average monthly enrollee premium
(CMS, August 2009). Amounts are rounded to nearest dollar.

Source: Kaiser Family Foundation illustration of standard Medicare drug benefit for 2009.
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Introduction to Medicare
Prescription Drug Coverage

L earning Objectives

SHIBA counselor trainees learn about eligibility, benefits, claims procedures, and

advocacy procedures for the Medicare prescription drug program.

Upon completion of this section, the SHIBA counselor trainee will understand:

¢ Medicare Part D eligibility, benefits, out-of-pocket costs, and relationship to
Medicare Supplement Insurance and Medicare Advantage programs.

4 How to be an advocate for beneficiaries enrolled in Part D programs.
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What is Medicare Part D Coverage?

Medicare prescription drug coverage started January 1, 2006, to help people on
Medicare with the cost of their prescriptions. Anyone with Medicare who has Part A,
Part B, or both, is eligible to enroll in a prescription drug plan, regardless of medical
history or income. It is necessary to be enrolled in one of the Medicare-approved plans
in order to have this coverage. Medicare Part D coverage is private insurance with
government subsidies and mandated minimum benefit requirements. The standard
Medicare drug benefit offers insurance that pays some drug expenses and will protect
against very high costs. A wide range of plans is offered. Some operate nationally,
others only in certain regions of the country.

Therearetwo types of plansfor Medicare drug cover age:

1. Stand-alone prescription drug plans that cover only prescription drugs, also
known as Prescription Drug Plans (PDPs), paired with original Medicare

2. Medicare Advantage with Prescription Drug (MAPD) plans, which cover all
Medicare health benefits including prescription drugs, (See Section 4 for more)

The Medicare drug benefit is voluntary. Beneficiaries who currently have an adequate
and creditable source of drug coverage (from an employer or union or the Veterans
Administration) may want to keep that coverage rather than sign up for a Medicare
prescription drug plan or a Medicare Advantage plan. In order to avoid a late enrollment
penalty if they should sign up for a Part D plan at some future time, it is important that
they get proof from the insurance coverage that it is deemed “creditable” by Medicare.
And yes, VA iscreditable.

A beneficiary can sign up for, or switch to, either type of Medicare drug coverage
between November 15 and December 31 of each year, with drug coverage effective
January 1. There are more than 50 plans available in Oregon, depending on where the
enrollee lives. Multiple plans can be offered by one company, differing in plan
structure, such as a lower premium with an annual deductible, or a higher premium with

no annual deductible.
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Beneficiary Costs

Medicare prescription drug plans vary, but there is a required minimum standard
level of coverage. While this is the baseline benefit, many plans have enhanced benefit
packages that have additional options to help reduce out-of-pocket costs. It is important
to thoroughly research the plans available in a beneficiary’s service areas by using the
Drug Plan Finder tool at http://www.medicare.gov in order to advise which plan(s) will

best meet the beneficiary’s needs.

Standard Benefit

See Part D Standard Benefit table on pages 3-4 for this year’s cost details.

Premium

Premiums vary greatly among the plans. Each person pays a premium as an
individual. There are no discounts for married couples. This premium is in addition to
the premium for Medicare Part B. Premium payments can be made in one of several
ways:

4 Social Security deductions
® [t takes two to three months before premiums are first withheld from Social
Security checks, and then those months’ premiums are taken in one lump.

® [f there is more than a three-month delay, another form of payment to the

insurance company may be required.

® [t can be time-consuming to change the deduction once it has started or if there

is a plan change.
® SHIBA does not recommend it, as it can be difficult to make changes.

¢ EFT bank withdrawals
® Automatic electronic funds transfers from the beneficiary’s bank account
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4 Personal check/coupon book
® The beneficiary receives a coupon book from the insurance company and pays
by either check or money order.

Deductible

A deductibleis a dollar amount that the beneficiary must pay before the plan will
start paying. Not all plans have a deductible.

Copayment

The beneficiary pays 25 percent of the cost of covered prescriptions after the
deductible has been met, up to the start of the coverage gap. The plan pays 75 percent of
the total covered prescription cost during this initial coverage period. Many plans have
set copays for each tier, such as $§5 for Tier 1 generics, rather than the percentage
coinsurance. The cost of drugs varies by plan, as each insurance company has

negotiated its own prices with suppliers.

Coverage Gap

When one year’s total drug costs have reached the limit of the initial coverage period,
beneficiaries enter the Coverage Gap, also called the “donut hole.” Now they must pay
100 percent of all drug costs until their total out-of-pocket costs reach catastrophic

coverage.

Catastrophic Coverage

After beneficiaries have paid up to the catastrophic limit in prescription costs, the
copayment changes to five percent. Medicare and the plan pay the reinsurnace.
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Extra Help

The Medicare prescription drug program offers the Extra Help program, financial
assistance for people with limited incomes and assets. See the Low-Income Subsidy
(LIS Limitstable on page 3 for the current amounts.

Having Extra Help means that the qualified beneficiary receives premium-free
enrollment into an LIS-compatible plan (or a calculated allowance off the premium of
non-compatible plans), reduced pharmacy copays on covered drugs, and no coverage
gap, ever, at any level of assistance. It is necessary to be enrolled in a plan; auto-
enrollments to compatible plans are made at random, but beneficiaries may select any
plan in their service area. Using the Drug Plan Finder is the only way to be sure clients
have their drug list covered.

Eligibility for Extra Help

Some people may already receive government assistance that makes them
automatically eligible for Part D Extra Help. If so, they get Extra Help automatically
and need not apply. Examples are: Medicaid, Supplemental Security Income (SSI), or a
Medicare Savings Program (such as QMB) that pays their Medicare Part B premium.

People who don’t participate in one of these government programs, but who may
qualify for the Extra Help based on their limited income and assets, must apply with the
Social Security Administration (SSA). They can apply on their own or, if they prefer,
someone else can help them. Family members, friends, caregivers, legal representatives,
social workers or counselors who help people with health insurance issues can help
them apply.

The application can be made:

¢ By internet (preferred method)
® The beneficiary or someone assisting them may apply online through the
SSA’s Web site, http://www.ssa.gov. No signature is required.

® Faster response than by mail
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¢ Inperson
® A local Social Security field office (depending on local office staffing)

® Nonprofit agencies such the local SHIBA, where a counselor can give free
personal help
¢ By mail
® Request an application from the Social Security Administration.

® Fill it out carefully, following ALL directions (pen vs. pencil) as forms are
read by machine.

® [f married, both spouses must apply separately.
e Mailing paper applications adds 30-45 daysto the process.

® Send the application to:

Social Security Administration
Wilkes-Barre Data Operations Center
P.O. Box 1020

Wilkes-Barre, PA 18767-9910

The Social Security Administration will inform applicants whether or not they qualify
for Extra Help. If they do qualify, they will still need to enroll in a Medicare
prescription drug plan. If they qualify and don’t choose a plan, they will be
automatically enrolled in one. A chosen plan “trumps” an auto-enrollment.

If the Social Security Administration determines that they are not eligible for Extra
Help, they may appeal the decision. They may enroll in a Medicare drug plan during an
available enrollment period to get the standard level of Medicare prescription drug
coverage while the decision about extra help is being appealed.
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Understanding the
Late Enrollment Penalty

The late enrollment penalty affects persons currently on Medicare who do not have
creditable prescription drug coverage and who did not sign up for a prescription drug
plan during the initial period that ended May 15, 2006, or those who are new to
Medicare and don’t enroll in a plan. The late enrollment penalty is based on the number
of months enrollment is delayed. Medicare will charge a one percent premium penalty
for every month past the end of the first eligible enrollment opportunity. The cost is
based on the national average monthly premium, a figure Medicare sets (see chart on
page 3 for current national annual penalty calculation). The penalty can add up very
quickly, so it is important that the client fully understand how it is assessed in order to

make an informed decision.

This premium penalty remainsin force per manently, with exceptions.

¢ Upon being awarded Extra Help:
® Even if they lose the subsidy they will never get the penalty back.

¢ For beneficiaries under 65 and on Medicare due to disability or ESRD, when they
turn 65 their Medicare gets a “fresh start” and any penalties they may have go

away.

Examples. Itisnow the year 2011

Mr. Grant did not sign up for a Part D drug plan by May 15, 2006, but enrolled for
coverage to start January 1, 2007. This delay of seven months times one percent per
month means a seven percent penalty will be added to his monthly premiums forever. If
Medicare sets the 2011 average premium at $40, the Part D premium penalty for 2011
will be $2.80 ($40 x 7 percent) per month. Each year, his penalty will be seven percent
of whatever the national average monthly premium is for that year.

If our Mr. Grant had delayed enrollment until January 1, 2008 (another 12 months),
19 percent of the $40 national average monthly premium for 2011 would be added to
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his plan’s monthly premium: $0.40 x 19 = $7.60 additional per month. The 19 percent
penalty would continue as long as the client has a Part D plan.

Medicare Prescription Drug
Coverage Decisions

Many beneficiaries are undecided about enrolling in a prescription drug plan. There
are situationswhere enrolling in a plan will adver sely affect a client@ group
medical and/or drug benefits. It is important to establish what the client’s current
insurance coverage is, if any, before enrolling in a Part D plan.

Determine whether the client has prescription drug coverage through a current or
former employer or union group plan. If the coverage meets or exceeds the minimum
standard benefit set by Medicare, the client may want to keep her employer coverage.
The employer should provide a letter stating the coverage is creditable. It is important
the client keep this letter. If the plan changes or coverage ends, there will be a 60-day
SEP to enroll in a Medicare plan without paying a late enrollment penalty.

If the employer or union coverage does not meet the minimum standard benefit, or is
not considered creditable, the client may want to consider a Medicare plan for drug
coverage to avoid a late enrollment penalty later on. If the beneficiary has prescription
drug coverage from VA or TRICARE (these are creditable), and this coverage meets his
or her needs, then it is not necessary to enroll in a Medicare drug plan.

If the client is currently enrolled in a Medicare Advantage plan that offers drug
coverage (MAPD), enrolling in a stand-alone prescription drug plan will cause
disenrollment from the health plan.

Medigap supplement insurance policies issued after Dec. 31, 2005, do not have
prescription drug benefits. Clients with Medigaps may want to add a stand-alone PDP.

Note: People in employer plans may not be eligible to receive
Low Income Subsidy (LIS) for the Medicare drug benefit even if
qualified. People with low incomes should consider all of the

] _| options carefully before making a decision. Consult the benefits
08/26/09 SHIBA V4 gdministrator of the employer plan for further information.
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Choosing A Drug Plan

As mentioned earlier, there are two types of Medicare prescription drug plans and
several factors to consider when deciding which to choose.

Stand-Alone Prescription Drug Plans

Stand-alone Prescription Drug Plans (PDPs) are separate insurance policies covering
only prescription drugs. Clients who have Original Medicare, Original Medicare with a
Medigap policy, or a MA Private Fee-For-Service plan (see below) may want to add one
of these plans.

Medicare Advantage Plans

Medicare Advantage (MA) plans frequently combine health and drug benefits
(MAPDs). Drug benefit options vary with the several types of MA plans: Health
Maintenance Organizations (HMOs), Preferred Provider Organizations (PPOs) and
Special Needs Plans (SNPs) have one rule; Private Fee-For-Service (PFFS) plans and
Medicare Medical Savings Accounts (MSAs) have other options.

If the beneficiary chooses an HMO or PPO that offers drug coverage he or she must
take this coverage package and NOT try to enroll in just the health coverage and add
a stand-alone drug plan. Such an action will cause the beneficiary to be disenrolled
from the health plan. People with military coverage or those who wish to have no drug
coverage at all may enroll in the MA health-only (MA-only) version, if the MA offers
one and allows “carving out”. See Section 4 for more on these plans.

PFFS plans may offer health versions with or without drug coverage included.
Unlike HMOs and PPOs, beneficiaries may enroll in the MA-only version of a PFFS
and also choose a stand-alone PDP, or they may enroll in the MAPD combination.

SNPs are available only as MAPDs. By law, they must include prescription coverage.

MSAs do not offer drug coverage. Their members may enroll in a stand-alone PDP.
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Choice Consider ations

SHIBA volunteers provide as much information as possible for the clients to make an
informed decision on which of the plans is best for them. The first consideration in
narrowing down the choices is service area. MAPDs are available on a by-county basis.
Stand-alone PDPs’ service area is always the entire state of Oregon. Consult the current
SHIBA Oregon Guide to Medigap, Medicare Advantage & Prescription Drug Plans or
www.medicare.gov for the most up-to-date list of plans.

Clients who have an established relationship with a doctor or specialist may limit
their choices as well. Switching to a Medicare Advantage plan could require changing
doctors. Adding a stand-alone drug plan to Original Medicare most often would not
affect their choice of service provider but could affect the pharmacy they use.

Formularies

The best choice for a prescription drug plan usually depends on an individual’s
unique prescription drug list. Each plan has a specific formulary, or menu of drugs, that
it covers. The cost of each prescription depends on the plan, coverage, and cost level.
Plans rank drugs in cost tiers:

¢ Tier 1 — generic drugs
¢ Tier 2 — preferred brand-name drugs
¢ Tier 3 — non-preferred brands
¢ Tier 4 — specialty drugs
Clients who want to enroll in a plan that does not cover all of their drugs should
check with their doctor to see if they can be switched to drugs the plan does cover, or
seek another plan that does. Medicare plans, by law, do not cover some classes of drugs,

such as anti-anxiety benzodiazepines and weight-loss products, although some plans
may choose to include some of them.
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Formulary Restrictions

To help manage costs and minimize risk insurance companies use restrictions on
some drugs. It is in the best interest of the beneficiary to choose a plan with the fewest
restrictions possible. Restrictions can change on a formulary each plan year, so it is

important to do a plan comparison at http://www.medicare.gov every year.

Step Therapy

Insurance companies may require that the beneficiary try a lower-costing generic or
preferred drug before moving on to a higher-cost brand-name drug. If the beneficiary
has already tried the lower-cost alternative and it was ineffective or harmful, the
physician can contact the plan to describe the poor results and request an exception to
the restriction.

Prior Authorization

Prior authorization requires an added step in filling a prescription. The physician
must provide documentation to the plan to establish the need for a drug in order to write
the prescription. This usually applies to non-preferred or very expensive drugs, and can
be the most difficult exception to obtain.

Quantity Limits

For cost and safety reasons, some plans may limit the quantity of drugs that they will
cover at one time. If the beneficiary’s prescription is for more than the plan’s limit, the
physician will have to request an exception from the plan and verify that the greater

amount is medically necessary.

The Exceptions Process

Exception approvals by the insurance company are not renewable and have to be
done each year. For example, if a beneficiary has received a prior authorization approval
for a prescription one year, the process will need to be repeated at the beginning of the
next plan year. See Section 6 on Part D Appeals and Grievances for more information
on the exceptions process.
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Joining or Leaving A Plan

Enrolling

Typically, adding prescription drug coverage can only be done during beneficiaries’
seven-month Initial Enrollment Period (when their Medicare begins) or the Annual
Election Period (AEP), November 15 — December 31. Beneficiaries may enroll in a Part
D plan in the following ways:

¢ Fill out the online application at the enrollment center at http://www.medicare.gov,

by themselves or with the help of a family member or SHIBA volunteer
4 Contact the plan directly, by phone or on line
¢ Call 1-800-MEDICARE

Prescription Drug Plan Finder

The Medicare Prescription Drug Plan Finder estimates the annual cost of and shows
restrictions on drugs for an individual’s prescription list for each plan available in a
service area. A person can compare the prescription drug plans for both PDPs and
MAPDs at http://www.medicare.gov.

Unfortunately, many of the people who need to investigate and enroll in prescription
drug plans have no Internet experience (and often, no computer experience, either).
SHIBA volunteers provide a valuable service by sitting at the keyboard to help people
with Medicare Part D enrollment.

See “Find Your Medicare Part D Plan: A Step-by-Step Guide”, available at
http://www.oregonshiba.org. It takes the Internet user step-by-step through Medicare’s

Drug Plan Finder tool.
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Disenrolling and Switching

Most Medicare beneficiaries who are members of a Part D drug plan are enrolled for
the year and may disenroll from that plan only during certain periods: the AEP
(November 15-December 31), in certain situations during the Medicare Advantage
Open Enrollment Period (January 1-March 31, see Section 4), and applicable Special
Enrollment Periods.

There are several ways for a Medicare beneficiary to disenroll from a Part D plan:

4 By enrolling in another plan; do only this one action to switch plans.

4 By sending or faxing a signed written notice to the PDP sponsor, or by requesting
disenrollment online from the PDP sponsor (if the sponsor offers this option); this
isfor ending Part D participation entirely.

¢ By calling 1-800-MEDICARE

Annual Enrollment Period (AEP)

The AEP is the only regular time to disenroll from drug coverage; it is the time
Medicare beneficiaries can take any Part C or Part D action. This is their time to add
Part D if they don’t have it or to drop it if they no longer want it. They can switch from
a PDP to another PDP or to a MAPD. See above for ways to disenroll. Remember,
enrolling in a different Part D plan effectively switches the beneficiary from a previous

plan to a new one.

The CMS Prescription Drug Benefit Manual states:

“There 1s one AEP enrollment/disenrollment choice available for use
during this period. Once the enrollment/disenrollment is effective, the
individual has exhausted this choice.”
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Special Enrollment Period (SEP)

During any applicable SEP, a beneficiary may disenroll from a Part D plan.
Beneficiaries need only enroll in a new Part D plan to be switched and disenrolled from
a previous one. Once the individual has enrolled in a new Part D plan, the SEP ends for
that individual even if the time frame for the SEP is still in effect.

The length of an SEP varies according to the situation. People who move out of their
drug plan’s service area, for example, can have a SEP of up to four months (two months
before the proposed move and two months after it). In contrast, people who move out of
a certain type of nursing facility have a SEP that lasts up to two months after discharge.

People with Extra Help or Medicaid have a continuous SEP, and may make a change
up to once each month. This holds true for both PDPs and MAPDs. One thing to keep in
mind is that even though a new plan may cover their drug costs for less money,
switching might mean that they may have to go through the process of prior
authorization or step therapy as required by the new plan.

A variety of situations can trigger SEPs. Permanently moving out of a service area,
the plan breaking or not renewing its contract, and having Extra Help are some of the
most common reasons, but the list is longer. For the most complete information, refer to
the manuals that CMS keeps as internet-only versions at www.cms.hhs.gov. Choose
“Manuals” from the Top 10 Links, then Internet-Only Manuals (IOMs), and click on the
manual that covers the topic you are researching:

100-16 Medicare Managed Care Manual, Chapter 2

100-18 Medicare Prescription Drug Benefit Manual, Chapter 3
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Other Resources

Oregon Prescription Drug Program (OPDP)

OPDP is a free program that is available to all Oregon residents, regardless of age or
income. It is a state prescription drug bulk-purchasing pool. There is no cost to sign up
and there are no premiums. This is NOT insurance, but a discount card. Prescriptions
bought with the OPDP card do not usually count towards a beneficiary’s total out-of-
pocket costs. If beneficiaries are in the coverage gap or donut hole and they choose to
use the OPDP card they may be able to file a claim with their insurance company to
make the costs count towards getting them into catastrophic coverage. Generic drugs
typically have the best discount. To look up specific prices on drugs purchased with the
OPDP card, go to http://www.oregon.gov/OHPPR/OPDP/Education.shtml.

Enrolling a beneficiary can be done the following ways:

¢ At the OPDP Web site there are forms in English, Spanish and Vietnamese.
http:// www.opdp.org/OHPPR/OPDP/ApplicationPage.shtml

® Apply online — very easy, very fast.
® Download a mail-in application to complete and return.
¢ Call the toll-free phone number 1-800-913-4146.

Beneficiaries should expect to receive their card and a list of contracted pharmacies
in about one week. If they have any questions they can contact OPDP at 888-411-6737.

Strategies for Avoiding the Coverage Gap, or not

Careful use of OPDP and other low-cost options can help beneficiaries:
¢ Before the coverage gap

® [f beneficiaries have moderate drug costs and they are going to get into the
gap, but not through it, before the end of the year, they can save their
insurance coverage for their high-cost name-brand drugs where it is needed
most and use the OPDP card to purchase their lower-cost drugs “off card”,
thus extending their initial coverage period. For this strategy to be effective it
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must begin early in the year, and one must be sure to alert the pharmacist to
this preference strategy with each purchase to ensure correct record keeping.

® Several pharmacies in “Big Box” stores (Costco, Walmart, Target, etc.) offer a
limited list of generic prescriptions available at low cost. The strategy above
may be applied using purchases from one of these stores.

® NOTE: For beneficiaries with high drug costs who will enter the gap early in
the year, the above strategy may NOT be a good idea. These people may want
to apply all possible costs toward the out-of-pocket total to get through it as
soon as possible and reach catastrophic coverage with its five percent copays.

¢ During the coverage gap

® Qut-of-pocket costs may be lower using the OPDP card, but be sure to
compare the Part D plan’s full negotiated price for the drug. Especially for
name-brand drugs, there may not be much difference.

Prescription Assistance Programs

Some private pharmaceutical companies offer their products to low-income
individuals for free or reduced prices through patient assistance programs (PAPs) and
drug discount programs. Due to Medicare Part D coverage, some of these programs
either no longer offer their services to Medicare beneficiaries who are eligible for or
enrolled in a Medicare Part D plan, or require some attempts to have the Part D plan pay
for a medication before they will assist a beneficiary. There is a separate application
process for each medication. This process varies from company to company. Despite the
maze of details, these programs can be very helpful to beneficiaries.

PAPs are not comprehensive insurance plans and therefore are not considered
creditable coverage. Some programs may provide only one free sample or supply of a
medication; others may provide ongoing assistance. The application process sometimes
requires the participation of a physician who will receive and administer or deliver the
drug to his or her patient. It is important to know that the total cost of the drug that a
PAP provides to a beneficiary in the coverage gap does not count toward Total Out-Of-
Pocket costs. Therefore, assistance from a PAP extends the time that a beneficiary
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spends in the coverage gap, and delays the Part D catastrophic benefit. However, if a
beneficiary must pay a copayment or coinsurance amount to receive a PAP-provided
medication, the copayment or coinsurance amount counts toward out-of-pocket if the
medication is on the plan’s formulary.

Helpful Web sites:

¢ needymeds.org

® Search by drug names or diseases

¢ pparx.org
® Secarch by State or drug company

¢ rxassist.org
® Secarch by drug name or company name

¢ There may be more — a web search for “Prescription Assistance Programs” or for
the drug by name or disease can reveal many more resources.

Other Coverage

There could be additional coverage available to a beneficiary through:
¢ Veterans’ Administration (VA)
¢ TRICARE
¢ Employer or Retirement Group Health Plan (EGHP)
SHIBA counselors are not expected to be experts on coverage from these sources
(although they may have personal experience that could be valuable). Have the

beneficiary check with the plan’s benefits administrator(s) to see if there is any
prescription assistance available through these resources.

Ap
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