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Part D Costs, 2009

Prescription drug plansvary, butthere is arequired minimum standad level of
coverage. If adrugplan is chosen tha offers the standard benefit, the beneficiary will

pay-

amonthly insurance premium. Premiums vary greatly amongthe plans Oregon
premiums, in 2009,rangefrom about$16 per month to more than $120 per
month. The 2009average premium naionwideis about$28 per month. Each
person pays a premium as an individud. There are no discounts for married
couples. This premiumisin addition to the premium for Medicare Part B.*
thefirst $295in prescription cods each year. Thisis called thedeductible. The
cod of drugsvaries with each plan. Each insurance company has negotated its
own prices with suppliers.

25% co-payment of the cos of covered prescriptionsafter the $295dedudible
and up to $2,7000f total drug cos. The plan pays 75% of thetotal covered
prescription cog.

100%of the prescription cogs above$2,700until the bendficiary has pad $4,350
total out-of-pocket. The total out-of-podket indudes: Theannud dedudible, the
25% co-payment, and the 100%portion (donut hole).

$ 29500 dedudible pad to phamacy +
$ 61025in co-payments +

$ 345375 pad during the coveragegap =
$ 4,35000 paid out-of-podket

*The monthlydrug premiumcan be deductedrom SocialSecuritychecksN this is not

currentlyrecommende®or canbe paid diredly to the drug plan companylt takestwo to

threemorths beforepremiumsare first withheldfrom SSchecksOnthat check thetwo to

threemonths@remiumsare deductedAn alternative paymenprocessmaybe requiredif there

is morethana threemonths@elayin paymentoldingor the SocialSecuritybenett is not

sufficientto covermultiple premiumpaymentst once.
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After bendficiaries have pad $4,350in prescription cods, the co-payment changes to
$2 40 per prescription for generic drugsand $6 per prescription for brand-name drugs
or 5% of the cog of each prescription (whichever is highe), and Medicare pays therest.
This stage of the Medicare prescription drug plan is called catastrophic coverage.

While thisis the baseline benefit, many plans have enhanced ben€fit packages tha
have additiond optionsto hdp reduce the out-of-podket coss. Some plansdo nothave a
$275dedudible and many do not have a 25% co-payment for each prescription. It is
important to thoroughly research the plans available in beneficiariesOservice areas by
usngthe Drug Plan Finde Tool at medicare.gov in order to advise which plan(s) will
best meet their needs.

Standard Medicare Prescription Drug Benefit, 2009

{}

Spending
| Plan Pays 15%;

Enrollee Out-of-Pocket

Enrollee pays

0 Medicare Pays 80%
5% Y €= $6,153.75 in
Total Drug Costs
($4,350 out-of-pocket)
Enrollee pays 4 $3,453.55 Coverage Gap
100% (“Doughnut Hole™)
= $2,700 in

Total Drug Costs

Enrollee pays < Plan Pays 75%
25% ($601.25)

$295 Deductible
$304 Average Annual Premium

Enrollee pays 100%—>

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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Extra Help for People
with Limited Incomes, 2008

The Medicare prescription drug program offers extra finandal hdp for people with
limited incomes and assets. They may qudify for this extrahdp if:

I Ther incomeis bdow $1,300per month (or $1,750 per month if married and
livingwith spouse N and more if they have dependent children or grandchildren
living with them).

AND

' Ther assets are bdow $11990 (or $23970if married). Assets indudethings
such as bank accounts, stocks, bonds and life insurance policies. They do not
indudethe house they live in, cars and othe persond possessionssuch as
furniture or jewelry.

Medicaid/SSI

Some people may already receive government assistance tha makes them
automatically eligible for extra hdp. Examples are: Medicaid, a Medicare Savings
Program tha pays their Medicare Part B premium, or Supplemental Security Income
(SSl). If so, they get extra help automatically and need not apply.

People who don®participae in oneof these govanment programs but qudify for the
extra hdp based onther limited income and assets, must apply with the Sodal Security
Administration. They can apply onthar own or, if they prefer, someoneelse can hdp
them. Thisindudes family members, friends, caregivers, legd representatives, sodal
workers or a counselor who hdps people with health insurance issues.
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Theapplication can be made:

I InPerson N They may goto ther local Social Security or Medicaid office (or to
anonpiofit agency such as ther State Health Insurance Assistance Program
(SHIPBSHIBA in Oregon and Washington  Senior Health Insurance Benefits
Assistance) where a counselor can give free persond hdp. Senior Centers are a
goodresource.

| By Internet N They or someoneassisting them may apply onlinethroughthe
Sodia Security Administration@ webste, www.ssa.gov. No signaure is required.

I By Mail N Get an application fromthe Social Security Administration. Fill it out
and mail it to the Socdial Security Administration. If married, both spouses mugt
apply sepaately. Mailing paper applications adds 30-45 days to the process.
Send the application to:

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

Wilkes-Barre, PA 187679910

The Sodal Security Administration will inform them whether or notthey qudify for
extrahdp. If they do qudify, they will still need to choos a Medicare prescription drug
plan. If they qudify and don® choos a plan, they will be automatically enrolled in one.

If the Sodial Security Administration determines that they are noteligible for extra
help, they may appeal thedecision. They may still enroll in a Medicare drug plan to get
thestandad level of Medicare prescription drug coverage, even while thedecision
aboutextra hdp is beng appealed.
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Introduction to Medicare
Prescription Drug Coverage

Goal

SHIBA volunteer trainees learn abouteligibility, benefits, claims procedures, and
advocacy procedures for the Medicare prescription drug program.

Objectives

Upon completion of this section, the SHIBA volunteer trainee will undestand

I Medicare Part D eligibility, ben€fits, out-of-podket cods, and relationdhip to
Medicare Supplemental Insurance and Medicare Advantage programs.

' howto bean advocate for beneficiaries enrolled in Part D programs.

What is Medicare
Prescription Drug Coverage?

Medicare prescription drug coverage started Januay 1, 2006,to hdp people on
Medicare with the cos of ther prescriptions. Anyonewith Medicare, who has Part A,
pat B, or both, is eligible to enroll in a prescription drug plan. It is necessary to be

enrolled in oneof the Medicare-approved plansin order to have this coverage Medicare

Prescription Drug Coverageis private insurance with govenment subsdies and
mandaed minimum ben€fit requirements. The standard Medicare drug bendfit offers
insurance that will pay some drug expenses and will protect againg very high cods.
Additiond drug coverage from an employer can reduce out-of-podket expenses more.
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Thefederal government is hepingto cover the cos of the Medicare prescription drug
benefit; however, private companies are administering the benefit for the government.
All people with Medicare are eligible for Part D coverage, regardless of medical history
orincome. To get Medicare drug coverage, you mud enroll in oneof the private
insurance planstha Medicare has approved. A widerange of plansis offered. Some
will opeate naiondly, others only in certain regionsof the country.

There are two types of plansfor Medicare drug coverage

I stand-aloneprescription drug plansthat cover only prescription drugs(and no
other bendfits), pared with origind Medicare (thetraditiond fee-for-service
program)

or

I aMedicare Advantage plan, which covers all Medicare health benefits, induding
prescription drugs with exceptions (See training Section 4.)

TheMedicare drug ben€fit is voluntary. Beneficiaries who currently have a generous
source of drug coverage (from an employer or union, the Veterans Administration, etc.)
may want to keep tha coverage rather than sign up for a Medicare prescription drug
plan or a Medicare Advantage plan. However, in order to avoid a late enrollment
pendty if they should signupfor aPart D plan down theroad, it isimportant that the
insurance coveragethey are keeping untl then be deemed QereditableOby Medicare.

A bendficiary 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
Januay 1. There are more than 50 plansavailable in Oregon, depending on where the
enrollee lives. Multiple plans can be offered by onecompany, differingin plan
structure, e.g., alower premium with an annud dedudible, or a highe premium with no
annud dedudible.
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Understanding the
Late Enrollment Penalty

Thelate enrollment pendty affects personscurrently on Medicare who do not have
creditable prescription drug coverage and who did not sign up for a prescription drug
plan duning theinitia enrollment period from November 15, 2005to May 15, 2006, or
those who are newly eligible and don®enroll in a plan.

Thelate enrollment pendty is based onthe nunber of monthsenrollment is ddayed.
Medicare will chargea 1 percent premium pendty™ for every month past thefirst
eligible enroliment oppatunity. This premium penalty remainsin force
per manently. For example:

I Theclient did notsign up for a prescription drug plan by May 15, 2006,and
wants to enroll for coverageto start Januay 1, 2007.This dday of seven months
X 1% per month meansa 7% pendty will be added to their monthly premiums
forever. If Medicare sets the 2007averagepremiumat $40,ther drug plan
premium penalty for 2007will be $2.80 ($40x 7%) per month. Each year, the
pendty will be 7% of whatever Medicare sets the nationd average monthly
premium at for tha year.

I If ourclientin the aboveexample ddayed enroliment untl 2008 (another 12
months), 19% of the nationd average monthly premium, which thisyear is
$2793, would be added to their plan® monthly premium for 2008:$.28 x 19=
$5.32 additiond per month.

*Thisis 1 percent of the current national average monthly premium

The pendty can add up very quickly, so it isimportant that the client fully undestand
how it is assessed in order to make an informed decision.
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Deciding about Medicare
Prescription Drug Coverage

Many bendficiaries are undecided aboutenrolling in a prescription drug plan. There
are situations where enrolling in a plan will adver sely affect a client@ current
medical and/or drug benefits. It isimportant to establish what the client® current
Insurance coverageis, if any, before enrolling in a Part D plan.

Determine whether the client has prescription drug coverage througha current or
former employer or union. If the coverage meets or exceedsthe minimum
standad bendfit set by Medicare, the client may want to keep ther employer
coverage. Theemployer should have provided aletter stating the coveragewas
creditable. It isimportant the client keep this letter. If ther plan changes or
coverage ends there will be 63 days to enroll in a Medicare plan withoutpaying a
late enroliment pendty.

If the employer or union coverage does not meet the minimum standard benefit,
viz., isnot creditable, the client may want to consder aMedicare plan for drug
coverageto avoid alate enrollment pendty later on.

/\)\ Tip: People in employer plans are not eligible to receive a
§ ! | low income subsidy for the Medicare drug benefit even if
W gualified. People with low incomes should consider all of
the options carefully before making a decision.

If the client has prescription drug coverage from VA or Tricare, and this coverage
meets his or her needs, then it is not necessary to enroll in a Medicare drug plan.

If theclientis currently enrolled in a Medicare Advantage plan tha offers drug
coverage (@aMAPD), enrolling them in a stand-alone prescription drug plan
will disenroll them from their health plan!

Medigap supplemental insurance policies issued after Dec. 31,2005,do nothave
prescription drug benefits. Clients with Mediggos may want to add a stand-alone
prescription drug plan.

10/28/08 SHIBA Volunteer Training Program
Introduction to Medicare Part D 10



Choosing a Medicare
Prescription Drug Plan

As mentioned earlier, there are two types of Medicare prescription drug plansand
several factors to consder when deciding which to choo<.

Stand-alone prescriptionsdrug plans

Stand-aloneplans often referred to as PDPs, are separate insurance policies covering
only prescription drugs Clients who have Origind Medicare or Origind Medicare plus
aMedigap policy may want to add oneof these plans.

Medicare Advantage Plans

There are several types of Medicare Advantage (MA) plans. managed care, which
indudes Health Maintenance Organizations (HMOs), Preferred Provider Organizations
(PPOs) and Special Needs Plans, Private Fee-For-Service (PFFS) plans, and Medicare
SavingsAccouns.

Managed care organizations(M COs) frequently combine health and drug benefits
(MAPDS). If you choos an MCO tha offers oneof these packages, you must takethis
drug coverageand NOT enroll in a stand-alone plan. Doing so will cause you to be
disenrolled fromthe health plan. People with military coverage or those who wish to
have no drug coverage at all may enroll in the MA-only version, if the MA offers one

Private Fee-For-Service plans may offer versionswith or withou drug coverage
induded. However, in this case bendficiaries may choos the MA-only version and
enroll also in a stand-alone drug plan, or they may enroll in the PFFS MAPD.

Medicare SavingsAccount do not offer drug coverage. Their members may enroll in
stand-alonePDPs.
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Choice considerations

The SHIBA volunteer provides as much information as possible for theclients to
make an informed decision as to which of the plansis best for them. Thefirst
congderationin narrowing down the choices is service area. MAPDs are available ona
by-county basis. Stand-alone PDPsCservice area is always the entire State of Oregon.
Conault the SHIBA consumer guide or www.medicare.gov for the mos up-to-date plans
list for a particular locale.

Clients who have an established relationship with adodor or specialist tha they are
unwilling to changewill limit their choices as well. Switching to a Medicare Advantage
plan may require changing dodors. Adding a stand-alonedrug plan mos often would
not affect ther choice of service provider.

Formularies

The best choice for a prescription drug plan usudly dependson an individud @
prescription drug usage. Each plan has a specific formulary, or list of drugs tha it
covers. The cod of each prescription dependson each plan, whether thedrugis covered
and, if itis, whether it islisted as a generic, brand or specialty drug, sometimes referred
to as Qiers.OClients who are conddering a plan that does not cover all of ther drugs
should check with their dodor to see if they can be switched to adrug the plan covers.
Medicare plans, by law, cannotcover afew classes of drugs such as anti-anxiety
benzodiazepines and weight-loss produds.
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The Web Tool at www.medicare.qov

Medicare@@ Web-based Medicare Prescription Drug Plan Finder estimates the annud
cod of drugsonthevariousplansavailable in specific locationsonce you enter an
individud @ druginformation. A person can investigate the prescription drug plans and
enroll in aprescription drug plan at www.medicare.gov.

Unfortunaely, 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 keyboad to hdp people
with Medicare Part D enrollment.

EDITOR® NOTE: Since www.medicare.gov is not the mogt intuitive Web site,
SHIBA volunteers mug learn how to navigate www.medicare.gov. We recommend tha
local SHIBA volunteers who are experienced with www.medicare.gov train SHIBA
volunteers who are new to usng www.medicare.gov.
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Key Words and Definitions

Annual Enrollment Period: The period each year when you may enroll in, disenroll
from, or changeto another Medicare prescription drug plan, typically November 15to
December 31 of each year.

Area Agency on Aging: Local agendes tha coordinate and suppot a wide rangeof
home- and community-based services, induding information and referral, benefits
counsling, home-ddivered meals, trangportation, employment services, senior centers,
adult day care, and alongterm care ombudsman program.

Co-payment: A pat of a prescription® cos tha you pay out of your podket; a fixed
amountfor each prescription.

Coinsurance: A share of a prescription® cost that you pay out of your podket. The
amountis a percentage of the price of thedrug.

CoverageGap (aka The Donut Hole): The stagein Medicare prescription drug
coverage when you have to pay all of your own drug cods.

Creditable Coverage Drug coverage offered by other plans, such as a current or
former employer or union, that gives you coverage at least as goodas the standad
Medicare prescription drug coverage.

Deductible: Theamountyou mug pay each year for your medicine or medical
treatment before your insurance starts to pay your coss.

Donut Hole: Another term for the Coverage Gap.
Formulary: A list of drugsthat are covered by a drug plan.

Initial Enrollment Period: Theinitial enrollment period for Medicare prescription
drug coverageis three months before and three months after the month they turn 65.
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L ate Enrollment Penalty: The extra amount you have to pay in premiumsif you
decidenotto enroll in a Medicare prescription drug plan when you first become eligible.
Thependty is 1% of the naiond base beneficiary premium for each month you wait.
This pendty amountwill coninueevery month aslongasyou arein aMedicare
prescription drug plan.

Medicaid: A joint federal/state-funded program, run by your state, tha provides hdp
with medical expenses for families, older people, and people with disabilities. Note: the
Medicaid program in some states may have another name.

Medicare Part A: The pat of Medicare that primarily covers much of the cos of
hogoital care, home health, or a skilled nursing facility.

Medicare Part B: The pat of Medicare that covers mos of the cos of your dodor
visits, outpaient care, and other services.

Medicare Part C: Also known as Medicare Advantage Plans (formerly
Medicare+ChoiceQ). These are Medicare-approved private insurance plans, induding
HMOs, PPOs, private fee-for-service plans, and medical saving account. These plans
may or may notindudeprescription drug coverage.

Medicare Part D: Also known as Medicare prescription drug coverage Thisis
Medicare® insurance coverage to help people in Medicare pay for ther prescription
drugs

Medicare Prescription Drug Coverage Another name for Medicare Part D.
Medicare Advantage Another name for Medicare Part C.
M edicare+Choice: An earlier name for Medicare Part C.

Medicare Health Plans: A way to g& Medicare coveragethrougha private health
plan; also known as Medicare Part C or Medicare Advantage.

M edicare Supplemental | nsurance: Another name for Medigap.
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Medigap: A specific type of insurance policy that supplements the coverageyou
receive from Origind Medicare. Individuds withoutretiree or union health ben€fits
sometimes buy these to insure agang cods not covered by Medicare.

Out-of-Pocket Spending: Theamountof money pad for covered drugsby the
beneficiary. If you have insurance coverage for drugs this is the amountyou yourself
pay (notinduding the amountyour prescription drug company or the plan pays). The
monthly premium does not countas out-of-podket spending.

Preferred Drug List: Another word for Gormulary.O
Premium: Theamountpad each month to receive insurance coverage.

State Health I nsurance Assistance Program (SHIP): A state program tha offers
oneon-onecoungling and assistance to people with Medicare and thar families. The
name for this program may vary from state to state, e.qg., in Oregonit is SHIBA.

State Pharmacy Assistance Program (SPAP): A state-run program, separate from
Medicaid, tha provides drug coverage and may coordinae tha coverage with Medicare
prescription drug plansfor maximum saving to eligible residents. Not available in
Oregon.

Total Drug Cogs. Thetotal amountpad for your medicines. It indudes wha you
pay and also wha thedrug plan pays.
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