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Important information
and answers to
frequently asked
questions about
Medicare Part D

This is not intended to be a thorough description or analysis
of the subject matter discussed herein. Rather, it is intended
only to provide a general summary and overview of these
issues. While we believe that the information is accurate as
of November 2006, we do not guarantee its accuracy. Some
of the information may be subject to different interpretations,
and all of the information is subject to change at any time.




Medicare prescription benefits in 2007

The Medicare Prescription Drug, Improvement, and
Modernization Act of 2003 (MMA)' included a provision
that mandated the creation of the Medicare Part D
prescription drug benefit in 2006.

e As of January 1, 2006, all Medicare beneficiaries now
have access to Medicare prescription drug plans (PDPs)
under the new Medicare Part D benefit. Medicare
beneficiaries may receive Part D coverage by enrolling
in a stand-alone PDP or a Medicare Advantage
prescription drug plan (MA-PD). Note that Part D
enrollment is voluntary.

e Medicare established 34 PDP regions, with the goal of
each region being served by multiple plans. Part D
sponsors may offer a basic standard plan or a basic
alternative plan that is actuarially equivalent. Sponsors
also may offer supplemental coverage, called enhanced
alternative coverage.

Basic standard plan (assumes no low-income assistance)

® 3265 annual deductible and $24/mo premium
(estimate)

e After deductible, 25% coinsurance up to $2,400
in drug expenditures

e After which, no coverage (100% coinsurance) until
total drug expenditures of $5,451.25 (equivalent to
$3,850 in total out-of-pocket spending—this gap
is referred to as the “donut hole”)

e After which, catastrophic coverage begins, with nominal
copayment (5%, or $2.15/generic and $5.35/brand,
whichever is greater)

e Beneficiaries enrolled in basic Part D plans will receive
actuarially equivalent prescription drug coverage; however,
out-of-pocket expenses will depend on their income? their
prescription drug expenditures, and the copay requirements
and formularies established by their plan.

e Medicare beneficiaries also have access to MA-PD plans
that offer prescription drug coverage. These plans offer Part
A, Part B, and Part D benefits.

Several plans are available in each PDP region
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Note: Each territory is its own PDP region.

PDP regions

Basic alternative plan

e Coverage actuarially equivalent to standard plan,
for example:
- Copay structure may differ from the standard
plan, but
- The dollar value of drug coverage in aggregate
must be the same as standard plan

e No supplemental benefits can be offered

...and, if the Part D plan does offer one of these two plans, it also can offer...

Enhanced alternative plan

e Supplemental coverage (eg, coverage of certain drugs
excluded from Part D, and certain cost-sharing
reductions, such as lower deductibles/copayments)

e Additional premium may be required of patient

However, even the enhanced plan cannot reduce the $3,850 out-of-pocket threshold.
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Frequently asked questions

What trends are emerging regarding the Part
D plans available in 2007?

According to CMS, formularies will be 13 percent

larger in 2007, on average. In addition, plans are
offering more coverage during the “donut hole”
period, and more national plans will be available.

When is the 2007 enrollment period?

Although Medicare Part D enrollment for 2006
lasted until mid-May, the 2007 enrollment
period will run from November 15 to December
31, 2006. Beneficiaries new to Medicare or
currently enrolled beneficiaries who would like
to switch plans may enroll during this time.

How will Part D plans decide which drugs
they cover and what the copayments are
going to be? What recourse will patients have
if they are denied the drugs for which they
need coverage?

Part D sponsors must use pharmaceutical and
therapeutics (P&T) committees to develop and
review formularies, which will be subject to CMS
oversight. CMS provided model formulary
guidelines established by the United States
Pharmacopeia (USP) that provide examples

of how plans might structure their therapeutic
categories or classes. These model guidelines
have been revised for 2007. CMS will review
the specific drugs on each plan’s formulary,

as well as the plan’s utilization management
policies. In most cases, plans will need to
provide access to Part D drugs on appeal when
a physician establishes medical necessity.!

I heard from several of my patients that their
Part D plans dropped some of their drugs
from the formulary midway through the year.
Is this going to happen next year?

Answer: In 2007, plans can still make formulary changes
mid-year, but they must exempt enrollees
currently taking the affected drug from the
change. The change would take effect the
next plan year unless enrollees appeal or
get an exception.

Question: If patients are enrolled in Medicare Advantage
(MA), will they have drug coverage?

Answer: That will depend on whether they enroll in an
MA plan or an MA-PD plan. Just like a beneficiary
in Medicare fee-for-service might elect not to
enroll in a PDP, a beneficiary may opt to enroll
in an MA plan rather than an MA-PD plan.
Further, even patients enrolled in Part D (either
through a PDP or an MA-PD plan) will have
variations in coverage based on the type of plan.
Remember, they may have a basic standard
plan, a basic alternative plan, or an enhanced
alternative plan.

Question: How will patients be able to meet their
out-of-pocket obligations?

Answer: CMS is allowing states, charities, and individuals
to help patients pay these obligations, and those
payments may still count toward the patients’
efforts to reach the out-of-pocket threshold
that allows their catastrophic coverage to kick in.

Question: What options do beneficiaries have for paying
their monthly premiums?

Answer: Beneficiaries have three options for paying their
Medicare Part D monthly premium:

e Automatic electronic monthly withdrawal from
your checking or savings bank account;

e Receive a direct monthly bill from the plan; or

e Automatic deduction from your monthly
Social Security benefit.

*Low-income patients may qualify for assistance that would reduce their cost-
sharing obligations.

tPart D sponsors must use pharmaceutical and therapeutics (P&T) committees to
develop and review formularies. CMS commissioned the US Pharmacopeia (USP)
to develop model guidelines and will review formularies (based on a number of
factors, not just the USP guidelines) to ensure plans do not discriminate against
certain enrollees.

1. Medicare Prescription Drug, Improvement, and Modernization Act of 2003,
Pub L No. 108-173, 117 Stat 2006 (2003).
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