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INntroduction

Who gives it?  Federal government — Centers for Medicare and Medicaid
Services (CMS).
Benefit delivered exclusively through private health insurance
plans.
Who gets it? People who already have Medicare Part A or Part B, and who
have enrolled in a prescription drug plan.
Eligibility 1 Entitled to Medicare Part A OR enrolled in Medicare Part B;
and
1 Resides in the service area of a prescription drug plan.
What do you Health insurance that covers prescription drugs taken on an
get? outpatient basis, subject to restrictions relating to deductibles,

premiums, co-payments, coverage gap, utilization management,
and which drugs are covered.

Part D benefits can only be received through a private drug
plan; the precise benefit structure varies from plan to plan.

What is Medicare Part D?

Medicare Part D is an optional prescription drug benefit available to anyone
with Medicare Part A or B.! It first became available on January 1, 2006.

Prior to the introduction of Part D, Medicare did not cover prescription drugs

except when administered in a hospital or doctor’s office. As a result, most

Medicare beneficiaries had no drug coverage at all, forcing them either to pay
full retail price, import their drugs from cheaper Canadian pharmacies, or try

to make do with free samples from doctors’ offices. In New York, seniors
also had the option of using EPIC drug coverage, although now even EPIC
members must join Part D.

Under Medicare Parts A and B, the Federal government pays directly (more
or less) for each covered service you receive. Part D is different in that the
benefit is provided through hundreds of private plans offered by health
insurance companies. Drug coverage under Part D can also be provided
through a Medicare Advantage plan (more about these later). Thus, in order
to get prescription drug coverage, a Medicare beneficiary must join either a
standalone Prescription Drug Plan (PDP), or a Medicare Advantage plan with
drug coverage (MA-PD).

For most Medicare beneficiaries, Part D is optional (although there may be a
penalty for enrolling later than you were first eligible for Part D). However,
for Dual Eligibles (those with both Medicare and Medicaid), Part D is

NOTE:

Unless indicated otherwise, all
dollar amounts provided in this
reference are for the 2010
calendar year.

PDP
Prescription Drug Plan

MA-PD
Medicare Advantage
w/Prescription Drug coverage

Dual Eligible
Someone with both Medicare and
Medicaid
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mandatory. Dual eligibles used to get their drugs covered under Medicaid
before 2006. As of January 1, 2006, they had to start getting their drug
coverage under Part D. If they did not select a Part D plan, the government
chose one for them.

What does it cover?

See p. 13 for more on which Because Part D drug coverage is provided through numerous private plans,
drugs are covered by Part D the precise nature of which drugs are covered and for what cost varies
widely.

Part D only covers outpatient prescription drugs. This means that if the
drugs are being administered in a hospital or doctor’s office, Part D will not
cover them (Part A or B would cover them instead). In addition, Part D only
covers prescription drugs, so you can’t use it for Over-The-Counter (OTC)
medicines (i.e., Tylenol, Sudafed, etc.)

Each Part D plan has a formulary, meaning a list of drugs that it will cover.
The government dictates that each plan must cover a certain number of drugs
from each general class of drugs, but they still have a lot of flexibility to
decide which drugs to include. In addition, there are certain types of drugs
that are excluded altogether from the Part D benefit. As a result, there is no
guarantee that a given Part D plan will cover all of the drugs your client is
currently taking, nor that it will cover all drugs she may be prescribed in
the future.

How much does it cost?

See p. 11 for more on the costs There are several different types of cost associated with Part D for the typical
associated with Part D beneficiary. Every plan has a premium, deductible, co-payments, coverage
gap, and catastrophic coverage.

There is a special subsidy called Extra Help which makes Part D coverage
much more affordable for beneficiaries with limited means. See p. 21 for
more information on Extra Help.



Medicare Refresher

Medicare has four parts, plus the supplemental Medigap plans provided by
private health insurance companies:

Part A

Covers hospital, skilled nursing facility, home health, and hospice care, with
some deductibles and coinsurance. Most beneficiaries do not have to pay a
premium for Part A, because they’re “insured” for Social Security purposes.
If a beneficiary is not insured, then they can purchase Part A coverage by
paying a premium of up to $461/mo. If eligible for the Medicare Savings
Program known as QMB, then such a beneficiary could also apply for the
Part A Buy-In program where the state would pay their Part A premiums.

Part A also covers prescription drugs, but only those administered during a
Part A-covered inpatient hospital stay.

Part B

Covers most medically necessary doctors' services, preventive care, durable
medical equipment, hospital outpatient services, laboratory tests, x-rays,
mental health, and some home health and ambulance services. Most
beneficiaries pay a premium of $96.40/mo.,2 plus $155 annual deductible and
20% coinsurance on most services. Some beneficiaries will pay a higher

Part B premium, either because they delayed enrolling or because their
income is over $85,000/yr. ($170,000/yr. for couples).

If a beneficiary is eligible for a Medicare Savings Program, then the state will
pay their Part B premiums, and in some cases, their Part B deductibles and
coinsurance.

Part B also covers prescription drugs, but only those provided by and
administered in a doctor’s office.

Part C

Optional mode for receiving Part A and B services through private managed
care plans. Now known as Medicare Advantage plans, they include Health
Maintenance Organizations (HMOs), Preferred Provider Organizations
(PPOs), and Private Fee for Service plans (PFFSs). You must have Medicare
Parts A and B to join a Part C plan. Many of these plans now include Part D
drug coverage (i.e., MA-PD plans).

Medigap
Supplemental private insurance coverage that covers all or some of the
deductibles and coinsurance for Medicare Parts A and B. Some of these

Introduction

Contact Legal Resources

...if you have a low-income client
who lacks Medicare Part A.

Contact Legal Resources

...if you have a low-income client
who lacks Medicare Part B.

HMO
Health Maintenance Organization

PPO
Preferred Provider Organization

PFFS
Private Fee For Service
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See 2010 New York PDP List on

p. 67 in the Appendix

include additional services not covered by Medicare. Not available to people
enrolled in Part C. For more on Medigap, see p. 56.

Part D

Part D is different than Parts A, B and C in some important ways:

Figure 1: Medicare’s Different Parts

Who provides
the coverage?

How do
beneficiaries
use it?

Premium

Part A Federal government  Medicare card Free for most
Part B Federal government  Medicare card $96.40/mo. for most
Part C Private health plans Medicare Advantage  Usually free;
(HMO, PPO, PFFS, plan card additional premium
MSA) for some plans
Medigap  Private insurance Medigap plan card +  Additional premium
policies Medicare card for all plans
Part D Prescription drug PDP or MA-PD card  Additional premium

plans (PDPs) and
Medicare Advantage
Drug Plans
(MA-PDs)

for all plans, unless
you receive the Extra
Help subsidy

Two Types of Medicare Part D Plans

Prescription Drug Plans (PDPs)
Also called “Stand-Alone Plans” — These are private insurance plans offered
by private companies. They provide ONLY prescription drug coverage
through Part D, and do not affect beneficiaries’ Parts A and B Medicare
coverage. They are paid partially by the Federal government (through CMS)

and partially by monthly premiums paid by members.

In 2010, there are 48 standalone PDPs for New York state. Of these, only 10
have a $0 premium for people with Full Extra Help.?

Medicare Advantage Plans (MA-PD)
Medicare Advantage (MA) or “Medicare Health Plans” are generally HMOs,
PPOs, or PFFS plans offered by private companies that provide Medicare
Part A and B services in a managed care model, limiting the member’s choice
of providers. Like PDPs, MA plans are paid partially by the Federal
government, and partially by member premiums (although many MA plans
have no premium). A Medicare Advantage plan that also offers Part D
prescription drug coverage is called an MA-PD.
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There are 81 different MA plans offered in NYC and Nassau county, of which See 2009 New York City-area MA

63 are MA-PDs, and 41 of which have $0 premiums.*

Some Medicare Advantage plans include Part D drug coverage (MA-PDs)
and some do not (MA-only). If a beneficiary chooses to receive their
Medicare benefits through an MA plan, then they must receive their Part D
drug coverage through that plan. In other words, you can’t have an MA plan
and a standalone PDP. This is true whether or not the MA plan includes
drug coverage (i.e., whether MA-only or MA-PD). If a beneficiary of an
MA-only plan wants Part D, then they either have to switch to an MA-PD
plan, or disenroll from the MA-only plan to switch to Original Medicare plus
a standalone PDP.

Members of MA-only plans may still get drug coverage from other sources,
such as EPIC or Veterans Health Coverage.

Figure 2: Combinations of Part D Coverage

List on p. 69 in the Appendix

Permitted Combinations of Coverage rohibited Combinations of Coverag
“Original “Original “Original
Medicare” Medicare” dicare”
Part A + Part B Part A + Part B Part A\+ Part B
Standalone i (no Medicare i MA-PD MA-PD
PDP i Part D i Part D Part D from
Part D ! coverage) ' Company B
MA-PD MA-only MA-only
Part A + Part B Part A + Part B Part A + P B
Pt (aka Part C)
All received
through one
Ah(/jls/gl:ti:ee i (no Medicare i Syandalone
Can 9 : Part D : PDP
(aka Part C) | coverage) Part D
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What's the Advantage of Medicare Advantage?

Low Costs

In 2010 in the NYC area,65% of all MA-PD plans offered have a $0 premium,
whether or not the beneficiary has Extra Help. By contrast, only 21% of the
standalone PDPs have $0 premiums, and that’s only for people with Full
Extra Help. Without Extra Help, the cheapest premium for a PDP is
$19.50/mo. In addition, many MA-PD plans have no deductible for their
drug coverage. As a result, joining an MA-PD is the only way of getting
premium-free Part D coverage for people who are not eligible for Extra Help
or EPIC.

In addition, Medicare Advantage plans generally have low co-payments for
the most common medical services. This may be more affordable than the
20% coinsurance and $155 annual deductible of Part B. Many clients
purchase a Medigap policy to fill these “gaps” in Original Medicare; in some
ways, a Medicare Advantage plan is like a limited version of a Medigap plan.
However, there is usually a trade-off to lower costs for certain services; the
cost-sharing for other services is likely to be higher than Original Medicare.

Frills

One of the biggest marketing points for Medicare Advantage plans is that
they cover certain services that Original Medicare does not cover. These
typically include things like vision, hearing, dental, podiatry, chiropractic,
and even gym memberships. However, all of these extra benefits are very
limited. For example, the dental coverage is typically limited to one check-up
per year with x-ray and cleaning, and no coverage of more extensive work,
such as fillings or root canals. In addition, you have to find a dentist who is
in the Medicare Advantage plan’s provider network. In light of these
limitations, these extra frills should never be the only reason to join a
Medicare Advantage plan.

Medicare Dis-Advantage?

Lock-1In

With costs lower in these HMO/PPO plans (and the aggressive marketing), it
will be tempting for our clients to join. The catch is that beginning on

March 31 of each year, Medicare Advantage enrollees are LOCKED IN to
their plan for the rest of the year and will have very limited rights to
disenroll. Only those with Extra Help have the right to change their plan
assignment at will.

Limited Choices

Many more medical providers accept “Original Medicare” (Parts A & B) than
accept any particular Medicare Advantage plan. As a result, many people
find that after switching to a Medicare Advantage plan, they can’t go to their



Introduction

preferred doctor anymore. Those who are considering Medicare Advantage
should make sure that their preferred doctors, hospitals, and other providers
are in the plan’s network before enrolling.

It is very common for insurance agents selling Medicare Advantage products Contact Legal Resources

to persuade elderly people to joint these plans on the basis of misinformation, it you believe your client was the
such as statements that it is just for drug coverage, that they won’t “lose their victim of misleading marketing.
Medicare,” or that their doctors are covered (when in fact they aren’t). This is

particularly true for so-called Special Needs Plans (SNP), which are intended

to cater to dual eligibles, nursing home residents, and people with chronic

conditions, but in fact are typically no different than regular MA-PD plans.s

Also be cautious of Private Fee-For-Service (PFFS) plans, which claim that

members can see any doctor they want. In fact, PFFS plans only cover

services from providers who agree to accept the terms and payment rate of

the PFFS plan, and few do.t Although victims of marketing fraud may be

able to retroactively disenroll (see p. 38) it is far better to avoid getting duped

in the first place.

Utilization Management

Under Original Medicare, a patient and his doctor are generally the only ones
who decide whether to pursue a given course of treatment. In Medicare
Advantage, the plan itself may restrict access to certain services, usually by
requiring prior authorization, in order to keep costs down. This creates an
additional burden on the patient to advocate for himself in dealing with the
plan.

In spite of the above disadvantages, Medicare Advantage may be right for Contact Legal Resources

some clients. However, the default assumption should be that clients are best _ i your client wants to enroll in a
served by having Original Medicare plus a standalone PDP, with or without  Medicare Advantage plan.

a Medigap plan to supplement. If a client feels that this would be too costly

for them, contact Legal Resources to explore other options.

11






Cove rage and Cost

Basic Drug Benefit

The drugs covered and costs associated with Part D vary from plan to plan.
However, there are some general similarities between the plans, most
required by Federal law. The following explanation is for a fictional “basic
plan,” which will give you a sense of what to expect. All companies offering
Part D plans must provide at least one that is actuarially equivalent to the
basic benefit structure discussed below.” However, they may also offer
enhanced plans, which may cover a larger list of drugs, or reduced out-of-
pocket costs; these generally have higher premiums.8 This section is limited
to a discussion of standalone PDPs; see p. 8 for information on Medicare
Advantage plans.

Premium
All PDPs have a monthly premium. The 2010 premiums in New York range  To see how the costs are different
from $19.50/mo. to $117.50/mo. The median premium is $41.55/mo. The for someone with Extra Help, see

. 23.
average premium for a PDP with basic coverage is $37.86/mo. There are ten P

PDPs in 2010 that will have $0 premiums for people with Full Extra Help.

Deductible

Some PDPs have an annual deductible, where the beneficiary must pay the
full cost of their drugs until their drug costs (including what the plan pays)
reach a certain threshold. The maximum deductible a PDP may have in 2010
is $310, but some plans have a reduced deductible, and 17 have no
deductible.

Co-payments
After meeting the deductible, beneficiaries enter the Initial Coverage Period, Co-payments
when are responsible for co-payments or coinsurance. This means that they A fixed dollar amount the
X . . beneficiary must pay for a drug
will have to pay a certain amount towards the cost of their drugs, and the Coinsurance
plan pays the rest (this balance should come out to about 25% beneficiary, A percentage of the drug cost that
75% plan). Most plans have tiered co-payments, meaning that they have a beneficiary must pay
divided up their drug list into different tiers based on cost. For example,
cheap generic drugs might be in the lowest tier, followed by brand-name
drugs in the second tier, more expensive brand-name drugs in the third tier,
and very expensive, specialty drugs in a fourth tier. The higher the tier, the
higher the co-payment. Some plans use coinsurance instead of a fixed co-
payment for certain tiers.

13
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Coverage Gap

All plans have something called a coverage gap (aka “donut hole”), which is
like a second deductible that must be met once your drug costs reach a
certain threshold. In 2010, a beneficiary will reach the coverage gap once
their drug costs (including the amount paid by the plan) reaches $2,830.
Once in the coverage gap, the beneficiary is responsible for 100% of the cost
of their drugs. Some plans provide very limited coverage during the gap.

Catastrophic Coverage

Once the beneficiary’s drug costs for the year (including the amount paid by
the plan) reach $6,440, then they enter catastrophic coverage. From this point
onward (until next January), the beneficiary is responsible for only about 5%
of the cost of their drugs, and the plan pays the rest.

The following chart demonstrates how this works for a hypothetical plan.
The vertical axis measures what percentage of the drug costs are the
responsibility of the beneficiary vs. the plan. The horizontal axis measures
the cumulative total of drug costs paid by or on behalf of the beneficiary.

Figure 3: Basic Benefit Cost-Sharing Chart

Deductible Initial Coverage Period Coverage Gap Catastrophic Coverage —»

100%

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%
$310

14

75% ($1,890)

EPlan
m Beneficiary

$2830 $6440

Read the chart from left to right, starting with the Deductible. Unless
someone joins Part D mid-year, the left edge of the chart will begin on



Coverage and Cost

January 1. As the beneficiary gets their prescriptions refilled throughout the
year, their drug costs move them into the Initial Coverage Period, then the
Coverage Gap, and finally Catastrophic Coverage.

Some beneficiaries have relatively low drug costs, and thus will remain in the
Initial Coverage Period all year long. Other beneficiaries may spend half of
the year in the Initial Coverage Period, and half in the Coverage Gap, and
never reach Catastrophic Coverage. Still other beneficiaries might have
extremely high drug costs, and reach Catastrophic Coverage early in the
year, and remain there until next January.

As you can see, the amount a beneficiary will have to pay towards their drug
coverage will probably vary from month to month throughout the year, and
there may be significant chunks of time where the plan is paying nothing for
their drugs (even though the beneficiary is still paying premiums!) Asa
result, whether Part D provides effective coverage will largely depend on
what percentage of the year one is in the coverage gap. Part D coverage
might be a great deal for people with low drug costs, who spend most of the
year in the Initial Coverage Period; and for people with high drug costs, who
spend much of the year in Catastrophic Coverage. But for folks who spend
much of the year in the Coverage Gap, Part D can be a very costly enterprise.

Although there are two periods (the deductible and donut hole) when
beneficiaries without Extra Help must pay 100% of drug costs out-of-pocket,
they don’t have to pay full retail prices during these times. Plans are
required to pass on to members any negotiated discounts that they obtain
from drug companies. Thus, members should continue to use their plan
cards during the coverage gap to obtain these discounts.?

What Drugs Are Covered?

Formulary
Each PDP has a formulary. This is a list of covered drugs. In other words, Formulary
each plan has some drugs that it chooses not to cover. List of drugs covered by a Part D

plan.

The Center for Medicare & Medicaid Services (CMS) requires each plan’s
formulary to include at least two drugs in each Therapeutic Category (e.g.,
Antidepressants, Cardiovascular Agents), and in each Pharmacologic Class
(e.g., MAO Inhibitors, Reuptake Inhibitors).10

15
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Formularies must include “all or substantially all” drugs in six classes of
clinical concern:

Antidepressants
Antipsychotics
Anticonvulsants
Antineoplastic (cancer)

Immunosuppressant (for organ and tissue transplant patients), and

= —a _—a _—a _a _2

Antiretroviral (for treatment of HIVV/AIDS).1t

These must include generic drugs and older brand-name drugs. Plans may
impose utilization management for these six classes of drugs, but are
discouraged from doing so for HIV/AIDS drugs.*? In addition, plans may not
employ PA or ST requirements on these drugs for members who are
currently taking them. If the plan cannot determine at the point of sale
whether a member is already taking the drug, the plan must treat them as if
they are.B3

Utilization Management
Plans may have Utilization Management (UM) for drugs on their formulary,*
including:

I Prior Authorization (PA) — If a plan imposes a PA requirement on a drug, it
means that the prescribing physician must first request permission from
the plan before it will cover the drug. To get a PA request approved,
physicians must typically show that the patient has a certain diagnosis or
test results.

I Step Therapy (ST) — For ST, the plan will not cover the prescribed drug
unless the beneficiary shows that they have first tried a specific list of
alternative drugs, and that these were either ineffective or produced
negative side effects.

f Quantity Limits (QL) — If a drug has QL, then it means that the plan will
only cover a certain quantity of pills per month.

Each plan decides its own criteria for which drugs to impose UM, and what
the beneficiary must prove to satisfy the UM. The Medicare website indicates
which drugs have UM for each plan, but not what these criteria are (i.e., how
many pills-per-month is too much, how prior authorization requests are
decided, and which drug must be tried first in step therapy). Plans are now
required to post the detailed UM criteria for all three varieties of UM on their
websites.!



Coverage and Cost

Formulary Changes

Plans may change their formularies at any time. If a plan removes a drug
from their formulary or changes its cost-sharing, they must provide 60 days’
notice to members taking the affected drug, their prescribing physicians,
pharmacists, and CMS.%6 The notice must state other available drugs and
explain how to request an exception.

If the plan does not provide advance notice to the members, they must
provide a 60-day supply of the drug and notice at the time of the refill.

Plans may remove drugs from their formulary, move drugs to a less
preferred tier status, or add utilization management requirements, but only if
enrollees currently taking the affected drug are exempt from the formulary
change for the remainder of the plan year.'”

Excluded Drugs

Certain drugs are excluded from and not covered by the Medicare drug
benefit.’® This is different that those drugs that are simply not on a given
plan’s formulary. If a drug is excluded, it means that no basic Part D plan
can cover it, although some enhanced plans may.*? In addition, the amount
spent on an excluded drug does not count towards TrOOP (more about this
on p. 18).

The following is a non-exhaustive list of excluded drugs:®

Drugs for anorexia, weight loss, or weight gain

Fertility drugs

Cosmetic or hair growth drugs

Cold medicine

Prescription vitamins and minerals

Over-the-counter drugs

Barbiturates (e.g., Amytal)

= —a _—a _—a _a _—_a _a _2

Benzodiazepines (e.g., Valium, Ativan, Xanax, Klonopin, Alprazolam,
Lorazepam, Restoril)

f  Drugs for treatment of erectile dysfunction
f  Drugs covered under Medicare Part A or Part B

I Drugs prescribed “off-label” (i.e., for treatment of an indication other
than the one indicated on the drug’s FDA-approved labeling, and for an
indication not approved in one of three pharmaceutical compendia).

Medicaid and EPIC will still cover these drugs, to the extent they were
covered before.

17
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Drugs previously covered by Medicare Part B will continue to be covered by
Part B and not Part D.%

TrOOP

Flip back to the chart on page 14, and look at the horizontal axis. You may be
wondering which drug costs count towards the running tally that pushes a
beneficiary from deductible to initial coverage period, into the coverage gap,
and into catastrophic coverage. The answer is: TrOOP (which stands for

True Out-Of-Pocket, which is enough of a misnomer that | won’t even bother
to explain it.)

TrOOP is an annual, running, cumulative total of certain types of
expenditures made for Part D covered drugs, both by the beneficiary and by
the plan (and certain others) on behalf of the beneficiary. Thus, a beneficiary
might have low actual out-of-pocket costs in the form of co-payments, but
because the total cost of their drugs (paid by the plan) is high, they will reach
the coverage gap (and get out of it) more quickly than someone taking
cheaper drugs.

But not all drug costs count towards TrOOP. For example, excluded drugs do
not count towards TrOOP (see p. 17). Nor do drugs that are covered by
Part D, but not on the plan’s formulary (see p. 15).

The following chart shows which costs are TrOOP-eligible and which are not.



Figure 4: TrOOP Chart?®

Coverage and Cost

TrOOP-eligible

Not TrOOP-eligible

1 Amounts paid (by member and plan) for drugs on plan’s
formulary (or that were approved in exception process)
during the deductible, initial coverage period, and
coverage gap

{ The entire payment made by EPIC counts towards
TrOOP costs, not just the portion paid by the client. But
this is only for drugs on the PDP formulary.26

{ Contributions from family, friends, and charities (as long
as not employer- or union-affiliated)

{ Payments on member’s behalf by Health Savings
Account, Flexible Spending Account, or Medical
Savings Account

{ CASH assistance (not actual drugs) provided by drug
manufacturer patient assistance programs (PAP). See
p. 57.

{ Drugs not on the plan formulary, if plan granted an
exception initially or on appeal

{ Co-pays waived or reduced by pharmacy (if member
has Extra Help; or if not, as long as waiver isn’'t
advertised or routine, and pharmacist determines that
member is financially needy and cannot pay the co-

pay)

1 Monthly premiums

i Drugs not on plan formulary, if no exception was
granted or appeal won

1 Drugs excluded from the Medicare drug plan, such as
benzodiazepines (Valium, Ativan), barbiturates and
over-the counter. See p. 17.

i Payments for over-the-counter drugs, vitamins

1 Drugs purchased at a pharmacy that is not in the plan’s
network

i Drug costs that are paid or reimbursed by insurance,
group health plan, Federally-funded program, or other
third-party payment arrangement

1 Payments by insurance that is not “creditable” - workers
comp, auto insurance

1 Payments by government programs such as VA,
TRICARE, or Black Lung, even though they are
creditable

i Payments by state programs that receive federal
funding such as ADAP (AIDS Drug Assistance
Program)

1 Drugs provided by a drug manufacturer patient
assistance program (PAP). See p. 57

1 Drugs purchased from Canadian mail-order pharmacies

Pharmacies

Once a beneficiary has enrolled in a Part D plan (either a PDP or MA-PD),
they can only use their drug coverage at pharmacies that are in the plan’s
network. If a beneficiary goes to a pharmacy that is not in their plan’s
network, then the plan will not pay any portion of the cost, nor will the
amount they spend count towards TrOOP. Thus, it is important, when
selecting a plan, to ensure that one’s favorite pharmacy is in-network.

The government sets rules about how many pharmacies any given Part D
plan must have in their network in a given geographic area.

f  Inurban areas, a Part D plan must contract with enough pharmacies so
that at least 90 percent of Medicare beneficiaries, on average, live within

2 miles of a network pharmacy.?

1 In suburban areas, 90% of beneficiaries must live within 5 miles of a

network pharmacy.
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1 In rural areas, 70% of beneficiaries must live within 15 miles of a network
pharmacy.

In the New York City area, the majority of pharmacies accept all Part D plans.
However, many independent, non-chain pharmacies do not, so it’s still
important to check before recommending a particular plan.

Mail-Order Pharmacies

Plans may use mail-order pharmacies, but may not require members to use
mail-order.2 However, they may provide incentives, like cheaper co-pays.
As a result, it is often most cost-effective for beneficiaries to use their plan’s
mail-order system. If a beneficiary uses their plan’s mail-order pharmacy,
they will have to order 90-day supplies of all their prescriptions.

Residents of nursing homes

Drug plans are required to contract with any qualified pharmacy willing to
participate in the plan’s Long Term Care network. Plans must have a
network of pharmacies that provide convenient access for nursing home
residents enrolled in the plan.2

Preferred vs. Non-Preferred Pharmacies

There are two broad categories of pharmacies: in-network and out-of-network.
Plans will pay for drugs only from a pharmacy that is in the plan, except in
very narrow emergency circumstances. In-network pharmacies are further
divided between preferred and non-preferred. Although the plan will cover a
beneficiary’s drugs in a non-preferred pharmacy, their out-of-pocket cost will
be higher.3 As a result, you should ensure that your clients select Part D
plans for which their favorite pharmacy is preferred.



Extra Help

Who gives it?  Federal government — Centers for Medicare and Medicaid
Services (CMS)
Those who are not deemed eligible must apply through the

Social Security Administration (SSA) pursuant to separate
eligibility rules administered by SSA

Who gets it? Medicare beneficiaries who are eligible for Part D and who have
limited income and/or resources

Eligibility 1 Deemed Eligible by receiving Medicaid, MSP, or SSI; OR
1 Application approved by SSA under one of the following:

— Full Extra HeIpi
Income below $1,218/mo. (single), $1,639/mo. (couple)
Resources below $8,100 (single), $12,910 (couple)

— Partial Extra HeIpi
Income below $1,353/mo. (single), $1,821/mo. (couple)
Resources below $12,510 (single), $25,010 (couple)

What do you Subsidy that reduces or eliminates many of the costs associated
get? with Medicare Part D drug coverage

What is Extra Help?

Extra Help, also known as the Low- or Limited-Income Subsidy (LIS), is a
Federal subsidy administered by CMS that helps Medicare beneficiaries with
limited income and/or resources to pay for some or most of the costs of
Medicare prescription drug coverage. Some of the costs covered in full or in
part by Extra Help include the monthly premiums, annual deductible,
co-payments, and the coverage gap.

There are two types of Extra Help, Full and Partial, that differ in terms of
eligibility and how much of a subsidy they provide.

i These income and resource limits are for 2009 but will remain effective until
March 31, 2010.



Extra Help

MSP
Medicare Savings Program

QMB
Qualified Medicare Beneficiaries
(pronounced “Quimby”)

SLMB
Specified Low-Income Medicare

Beneficiaries
(pronounced “Slimby”)

Ql-1
Qualified Individuals
(pronounced “QI-1")
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Eligibility for Extra Help

There are two different ways of becoming eligible for Extra Help: being
deemed eligible by receiving certain other public benefits, or by applying to
the Social Security Administration (SSA).

Deemed Eligible

Some people are “deemed” eligible for Extra Help and will be automatically
enrolled in Extra Help.3* They do not need to file an Extra Help
application.®

Individuals are deemed eligible®* who:

f  Are entitled to benefits under Medicare Part A (hospital insurance) or
enrolled in Medicare Part B (supplementary medical insurance) or both;i
AND

f  Areenrolled in one of the following:
— Supplemental Security Income (SSI) benefits (including 1619(b)),3* or
— Medicaid with prescription drug coverage,3 or

— Medicare Savings Program (MSP) such as Qualified Medicare
Beneficiaries (QMB)%, Specified Low-Income Medicare Beneficiaries
(SLMB)®¥, or Qualifying Individuals (QI-1)%.

Dual Eligibles

Those who receive Medicaid and Medicare are called dual eligibles. They are
deemed eligible for Full Extra Help. Before January 1, 2006, dual eligibles
had drug coverage through Medicaid. On that date, CMS switched them

en masse onto Medicare drug coverage through Part D.

All dual eligibles are deemed eligible for Full Extra Help. When CMS
identifies a dual eligible without Part D coverage, they will automatically
enroll them in a standalone PDP chosen at random from among the available
plans that are free for people with Full Extra Help.

This includes Medicaid recipients with a spend-down. Anyone who meets
the spend-down in any month from August to December of the current year

i Ordinarily, only clients who receive Social Security Retirement or Disability
benefits would have Medicare. However, the State enrolled about 100,000 SSI-
only Medicaid recipients into Medicare to save the State money. See endnote 108.
Ask SSl-only clients if they have a Medicare card. If so, they too lost Medicaid
drug coverage on January 1, 2006, and would be deemed eligible for Full Extra
Help.



should be automatically enrolled in Extra Help for all of the next year. This is
true even if they were cut off Medicaid later in the current year or will be cut
off next year. See p. 30.

Medicare Savings Programs

In these programs, the Medicare Part B premium ($94.60/mo. in 2010)% is
paid for by the State of New York. One of the MSPs, QMB, also pays for the
deductibles, coinsurance, and co-payments charged under Medicare Part A
and B (as long as the patient sees a provider who accepts Medicaid).

In addition to these benefits, all beneficiaries approved for any MSP are
deemed eligible for Full Extra Help. As a result, the best way of helping a
client to get Extra Help is by applying for an MSP.

For MSP eligibility, see the chart on p. 25.%

No Asset Test

As of April 2008, there is no longer any asset limit for any of the MSPs. As a
result, it is the perfect solution for clients whose income is low but whose
savings put them over the limit on the Extra Help application.

Applying for MSP

It’s easy to apply for an MSP! The Medicare Rights Center (MRC) gives
training sessions to help you become a Deputized Agent to take MSP
applications in NYC. With this power, you can ensure that applicants have
all the right documentation, get the applications double-checked by the
experts at MRC, and put them on the fast-track for processing by NYC’s
Human Resources Administration (HRA). The Legal Resources Program
sends out e-mails periodically when MRC is offering these trainings; sign up
soon!

Even without a deputized agent to help, it is very easy to apply for an MSP.
There is a one-page application form#: for all three programs, which can now
be submitted to the local District of Social Services (DSS) in person or by mail.
For NYC, the DSS is HRA; other counties usually just call it the DSS.

Even if you have decided to help a client apply for an MSP, it is a good idea
to apply for Extra Help also (if the client is eligible for both). The reason for
this strategy is that it takes longer to process an MSP application than for SSA
to process an application for Extra Help. By applying for both, the client will
get Extra Help more quickly, and then get MSP once approved.

Extra Help

Contact Legal Resources

...if you want to become a
deputized agent for MSP
applications, or if you are
deputized and need help
completing the application.

If client is eligible for Full Extra
Help two ways (by MSP and by
application), they should apply for
both to start getting the benefit as
soon as possible.
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Extra Help

To Apply for Extra Help:
http://www.ssa.gov/i1020/

For help filling out the application:

http://tinyurl.com/63P57F
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Application for Extra Help

Those individuals who are not automatically deemed eligible for Extra Help
may still be eligible based on their income and resources, but these people
must submit an application to Social Security.

Unlike the rest of the Part D program, which is administered by CMS,
applications for Extra Help are administered by the Social Security
Administration (SSA).#2 New York State Departments of Social Services (i.e.,
HRA in NYC) may also begin accepting applications for Extra Help.

To be eligible for Extra Help via application, the individual must:43

f Be entitled to benefits under Medicare Part A (hospital insurance) or
enrolled in Medicare Part B (supplementary medical insura