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Overview

Medicare Prescription Drug Coverage

• Coverage begins January 1, 2006
• Available for all people with Medicare
• Extra help for those who need it
• Provided through

– Prescription drug plans (PDPs)
– Medicare Advantage Plans (MA-PDs)
– Some employers and unions to retirees
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Overview

Medicare Prescription Drug Plans

• Must offer basic drug benefit
– Standard or alternative benefit 

• May offer supplemental benefits
– Enhanced benefit

• Can be flexible in benefit design
• Must follow marketing guidelines
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Example of Standard Prescription 
Drug Coverage

• $32.20 national average monthly premium 
• $250 deductible
• Up to $2,250: Beneficiary pays 25% drug costs and 

Medicare pays 75% drug costs
• Between $2,250 and $5,100: Beneficiary pays 

100% drug costs (coverage gap)
• After $3,600 in out-of-pocket spending: Medicare 

pays approximately 95% and beneficiary pays 
greater of $2/$5 copay or 5% coinsurance
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Standard Benefit 2006

Direct Subsidy/
Beneficiary Premium

$250 $2250 $5100

$ +

Beneficiary Liability

Deductible

Member pays
100%

Total Spending

≈ 95%

80% Reinsurance

15% Plan Pays

Catastrophic

Coverage

5% Coinsurance

Medicare Pays Reinsurance

75% Plan Pays, 
up to $1500

25% Coinsurance

Out-of-pocket

Threshold

$750 $3600 TrOOP

Total Beneficiary
Out-Of-Pocket

$250
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PDP & MA-PD plans 2006
Region # PDPs

LIS $0
Total # 
PDPs

Regional 
PPOs

MA-PDs*

DC/DE/
MD
(Reg 5)

14 19
(3 <$20)

1 2-DE
4-MD 
4-DC

PA/WV
(Reg 6)

14 21
(2<$20)

1 16 – PA
5 – WV

VA
(Reg 7)

14 16
(1<$20)

1 7-VA
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Eligibility and Enrollment

Eligibility and Enrollment

• Entitled to Part A and/or enrolled in Part B
• Reside in plan’s service area
• Must enroll in a Medicare prescription drug 

plan to get Medicare prescription drug coverage
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Eligibility and Enrollment

Enrollment Periods

• In general, the enrollment periods for PDPs and 
MA-PDs are similar

• There are three enrollment periods for PDPs
– Initial Enrollment Period (IEP)

• 11/15/05 – 5/15/06; then similar to Part B IEP

– Annual Coordinated Election Period (AEP)
• 11/15 – 12/31 each year thereafter

– Special Enrollment Period (SEP)
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Eligibility and Enrollment

Postponing Enrollment

• Higher premiums for people who wait to enroll
– Exception for those with prescription drug coverage 

at least as good as a Medicare prescription drug plan
• Assessed 1% of base premium for every month

– Eligible to enroll in a Medicare prescription drug 
plan but not enrolled

– No drug coverage as good as a Medicare prescription 
drug coverage for 63 consecutive days or longer
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Possible Examples of Coverage at 
Least as Good as Medicare’s

Eligibility and Enrollment

• Coverage under a PDP or MA-PD
• Some Group Health Plans (GHP)
• VA coverage
• Military coverage including TRICARE
* Note: The source of the current drug coverage 

will send a notice telling the person if it is at least 
as good as Medicare prescription drug coverage
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Eligibility and Enrollment

Enrolling in a Plan
• Look at Medicare & You 2006 handbook
• Read about the prescription drug plans available in the 

area
• Contact the plan to enroll
• If someone needs help choosing a plan

– Visit www.medicare.gov and get personalized information
– Call 1-800-MEDICARE

• TTY users should call 1-877-486-2048
– Call the local SHIP

http://www.medicare.gov/
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The Prescription Drug 
Plan Finder Tool

• The Prescription Drug Plan Finder Tool
accessible only through www.medicare.gov.

• Provide plan cost, drug pricing and 
pharmacy network information for all PDPs 
and MA-PDs

• Provide ranking of plan’s net cost based on 
beneficiary’s location, income level, drugs,  
and pharmacy selection

• Update pricing information weekly
• Live October 2005
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How can you & your members help 
with  promotional activities?

• Providers CAN:
• Educate potential enrollees in common areas
• Assist them in enrollment

• Providers MUST agree to the same 
restrictions and conditions that apply to the 
Plan through its contract.
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Providers in the Health Care Setting
*Providers MUST provide objective information*

Providers CAN:
• Engage in discussions 
• Provide Plan marketing 

materials with which the 
provider participates 
and CMS has approved

• Inform potential 
enrollees where they 
may obtain information 
on full range of Plan 
options

Providers CAN NOT:
• Direct, urge, or attempt 

to persuade 
beneficiaries to enroll in 
a specific Plan

• Accept enrollment 
applications

• Offer inducements or 
persuade beneficiaries 
to join Plans

• Offer anything of value 
to induce Plan enrollees 
to select them as a 
provider
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What are “Common Areas”?

Common Areas:
Hospital or nursing 
home cafeterias
Community or 
recreational rooms
Conference rooms
AWAY from the 
pharmacy counter, 
where patients wait for 
services or interact 
with pharmacy 
providers and obtain 
medications

NOT Common Areas:
Areas where patients 
primarily intend to 
receive health care 
services
Waiting rooms
Exam rooms
Hospital patient rooms
Pharmacy counter 
areas where patients 
wait for services or 
interact with pharmacy 
providers and obtain 
medication
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Plan Activities in the Health Care 
Setting

*Plans may only market in COMMON AREAS*

Plans CAN:
• Conduct sales 

presentations
• Distribute and accept 

enrollment applications
• Schedule appointments 

with beneficiaries upon 
request (including those 
in LTC settings)

Plans CAN NOT:
• Mislead or 

pressure potential 
enrollees into 
participating in 
these activities
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Health Fairs
• Providers may distribute Plan marketing 

materials (including PDP enrollment 
applications, but not MA or MA-PD 
enrollment applications) and generally 
educate potential enrollees at health fairs

• Providers MAY NOT compare benefits 
among Plans in this setting because they 
may not be fully aware of all benefits and 
costs of the various Plans



10/18/05 CMS Region III 19

In Summary, Providers CAN:
Provide OBJECTIVE 
information on specific 
plans
Distribute PDP marketing 
materials, including. 
Enrollment applications*
Provide names of plans 
with which they 
participate
Distribute MA and/or MA-
PD marketing materials, 
excluding enrollment 
applications*

Provide information and 
assistance in applying for the 
limited income subsidy
Refer patients to other 
sources of information
Print out and share 
information with patients from 
CMS web site
Use comparative marketing 
materials created by a non-
benefit/service providing 
third-party

* MUST inform where patients may obtain information on ALL options, 
i.e., Medicare web site and toll-free number
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Eligibility and Enrollment

Auto-Enrollment
• Medicaid prescription drug coverage for full-benefit dual eligibles 

ends 12/31/005
• Full-benefit dual eligibles who do not enroll in a plan by 12/31/05

– CMS will enroll them in a prescription drug plan with a 
premium covered by the low-income premium assistance

– Their Medicare prescription drug coverage will begin 1/1/06
• Full-benefit dual eligibles have a SEP

– Can change plans any time
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Eligibility and Enrollment

Facilitated Enrollment
• CMS is facilitating the enrollment

– Of additional people with Medicare if they do not 
choose a plan by May 15, 2006

– These include people who are QMBs, SLMBs, QIs, 
SSI-only, and those who apply and are determined 
eligible for the extra help

– Coverage effective June 1, 2006
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Information will be sent to individuals 
eligible for additional help

• May – June 2005 – CMS letter to 8.3 M individuals already 
qualifying for additional help

• May – August 2005 – Letters from SSA to individuals who may 
qualify for additional help; SSA website & toll-free number  
(www.ssa.gov & 1-800-772-1213)

• July 2005 & later – SSA makes qualifying determinations
• October 2005 – Information about PDP plans is available (CMS 

mailings; 1-800-medicare & medicare.gov; CMS 
advertisements; PDP marketing)

• November 15, 2005 – Enrollment begins
• January 1, 2006 – Coverage begins 

http://www.ssa.gov/
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Extra Help

Extra Help
Group 1

100% FPL
Group 2

135% FPL
Group 3

150% FPL

Deductible 
$250/year

$0 $0 $50

Coinsurance up 
to $3,600 out of 
pocket

$1/$3 copay $2/$5 copay 15% coinsurance

Premium 
$32/month

$0 $0 Sliding scale based 
on income

Catastrophic 5% 
or $2/$5 copay

$0 $0 $2/$5 copay
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Federal Poverty Level – 2005*

• 2005 FPL One Person Couple
• 100% $9,570 $12,830

» $797.50/mo $1,069.17/mo

• 135% $12,919 $17,320
» $1,076.58/mo $1,443.37/mo

• 150% $14,355 $19,245
» $1,196.25/mo $1,603.75/mo

» *Levels revised annually in February
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Covered Drugs

Medicare Prescription Drug Coverage

• Available only by prescription
• Prescription drugs, biologicals, insulin
• Medical supplies associated with injection of 

insulin
• A PDP or MA-PD may not cover all drugs
• Brand name and generic drugs will be in each 

formulary
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Definition of Medicare 
Prescription Drug

Includes
• Drug dispensed by Rx
• Insulin & associated 

supplies
• Compounded drugs
• Parenteral nutrition
• Vaccines

Does NOT Include
• Drugs covered under 

Medicare Parts A or B
• Those excluded by 

statute, including 
benzodiazepines, 
barbiturates, and OTCs 
[1927(d)(2)]
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Covered Drugs

Formulary

• PDPs and MA-PDs may have a formulary
• CMS will ensure formularies do not discourage 

enrollment among certain groups of people
• Formulary review requirements are posted on 

the cms.hhs.gov/pdps website
• CMS will approve formularies and the 

therapeutic categories upon which the 
formulary is based in advance for plans to 
complete their bid 
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Covered Drugs

Formularies - Preferred Drug Levels
• Tier 1 is lowest cost sharing
• Subsequent tiers have higher cost sharing in 

ascending order
• CMS will review to identify drug categories 

that may discourage enrollment of certain 
people with Medicare by placing drugs in non-
preferred tiers

• Plan must have exceptions procedures for tiered 
formularies
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Formulary Plan 
Requirements

• Transition plan for moving new enrollees from 
prescribed Medicare prescription drugs not on 
formulary to those that are on formulary

• Access to medically necessary prescription drugs to 
treat all disease states

• Formulary that does not discriminate or substantially 
discourage enrollment by certain groups

• Cannot change therapeutic classes and categories other 
than beginning of Plan year
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Formulary Plan 
Requirements

• Provide 60 day notice to enrollees when drug is 
removed or cost-sharing changes

• Include multiple drugs in each class (at least two – more 
in certain circumstances)

• Be developed and reviewed by Pharmacy and 
therapeutic (P&T) committee consistent with widely 
used industry best practices
– Majority of committee members must be practicing 

physicians and/or practicing pharmacists
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Formulary Plan 
Requirements

• Have Benefit Management Tools (e.g., prior 
authorization) that compare with existing drug plans to 
ensure application is clinically appropriate

• Medicare Prescription Drug Plans must have Electronic 
Prescription Program capabilities to:
– Share information with other pharmacies/physicians
– Accept electronically transmitted prescriptions
– Check eligibility, formulary and benefit information
– Process refills and order cancellations
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Beneficiary Protections

Exception Procedures

• Adjudication timeframes:  A plan must notify an 
enrollee of its determination no later than 24 or 72 
hours as appropriate

• Failure to meet adjudication timeframes:  Forward 
enrollee’s request to IRE

• Additional levels of appeal
• Generally, plans are prohibited from requiring 

additional exceptions requests for refills and from 
creating a special formulary tier or other cost-sharing 
requirement applicable only to Medicare covered 
prescription drugs approved under the exceptions 
process during the plan year
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Network Pharmacy Access
• Retail Pharmacy Access
• Home Infusion Pharmacy Access
• Long-Term Care Pharmacy Access
• Any Willing Pharmacy Requirements
• Preferred and Non-Preferred Pharmacies
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Pharmacy Access

• Retail – TRICARE standards for convenient access to 
pharmacies:
– Urban – 90% within 2 miles
– Suburban – 90% within 5 miles
– Rural – 70% within 15 miles

• Only retail pharmacies count toward TRICARE 
standards except:

– Federally Qualified Health Center Pharmacies
– Rural Health Center Pharmacies
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Home Infusion 
Pharmacy Access

• Demonstrate adequate access to home infusion 
pharmacies

• CMS will look at factors such as number of 
beneficiaries in service area and capacity of local 
home infusion pharmacies
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Long-Term Care Pharmacy

• Drug packaging, labeling, and delivery systems for 
LTC medication use

• Drug delivery service on a routine, timely basis
• Access to Pharmacist on call
• Emergency boxes and log systems
• Standard ordering systems and medication inventories
• Drug disposition systems for controlled and non-

controlled drugs to urgent medications on emergency 
basis

• PDP is responsible for prescription drugs provided for 
a Medicare member not covered under Medicare Part A 
SNF benefit, even a dual-eligible
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Any Willing Pharmacy Requirement

• Plans must contract with any pharmacy that 
meets standard terms & conditions

• Standard terms & conditions may vary (e.g., 
by geography, type of pharmacy)
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Preferred Pharmacies

• Plans may offer lower cost-sharing at certain 
network pharmacies (preferred pharmacies)

• Any cost-sharing reduction must not increase 
CMS payments to the Drug Benefit Sponsor
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Other Pharmacy Requirements

• Plans must allow enrollees to receive 90-day 
supply of covered Part D drugs at retail 
pharmacy

• Enrollee is responsible for any higher cost-
sharing that applies at a retail pharmacy vs. a 
mail-order pharmacy

• Plans must ensure access to out of network 
pharmacies

• Beneficiary will pay out-of-network pharmacy 
U&C price
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Other Pharmacy Requirements

• Disclosure of price for equivalents Participating 
network pharmacies MUST:
– Disclose the lowest priced generic 

equivalent available at that pharmacy at 
time of sale

– Unless it IS the lowest priced generic 
equivalent
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Medication Therapy Management

• Targeted beneficiaries:
– Multiple diseases

+ 

– Multiple drugs
+

– Incur annual costs that exceed a cost threshold 
of >$4000 (Likely to incur)
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Medication Therapy Management
• Examples of MTM Programs

– Patient health status assessments
– Medication “brown bag” reviews
– Formulating/monitoring/adjusting prescription 

drug treatment plans
– Patient education and training
– Collaborative drug therapy management
– Special packaging
– Refill reminders
– Other
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Protections for People With Medicare
Protections for People 
With Medicare

• Customer service
• Pharmacy access
• Appeals process
• Medication therapy management
• Generic drug information
• Privacy
• Uniform benefits and premiums
• Formulary protections
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Retiree Coverage Goals
Employment-Related 
Coverage Options

• Maintain retiree coverage
• Minimize administrative burdens
• Minimize costs to the taxpayers
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Employment-Related

Who Are Employer-Related  Plan 
Sponsors?

• Plan sponsors include
– Private employers
– Unions
– Government employers (Federal, State, Local)
– Churches
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Plan Sponsor Options
• Provide drug coverage in lieu of Medicare 

prescription drug coverage and receive tax-free 
subsidy

• Provide drug coverage that supplements the 
Medicare prescription drug coverage

• Pay part or all of Medicare prescription drug plan 
premiums

Employment-Related 
Coverage Options
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What People With Medicare Need to Know 
About Their Current Employment-Related Coverage

Employment-Related 
Coverage Options

• They will get a information from employer/union telling 
them about their options
– They can contact their benefits administrator for more 

information

• They should compare their current plan to available 
Medicare drug plans

• Medicare is working with employers to help keep the 
coverage people with Medicare have through a current or 
former employer
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For More Information
• Visit www.medicare.gov
• Visit www.cms.hhs.gov
• Visit www.ssa.gov or 1-800-SSA (772)-1213
• 1-800-MEDICARE
• State Health Insurance Assistance Program

– VA – 1-800-552-3402 
– MD – 1-800-243-3425
– DE – 1-800-282-8611
– DC - 1-202-739-4422
– WV – 1-877-987-4463
– PA – 1-800-783-7067
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CMS Contact Information & 
Provider Websites

Marcia Dashevsky – 215.861.4194 or Marcia.Dashevsky@cms.hhs.gov
Katherine Nguyen – 215.861.4163 or Katherine.Nguyen@cms.hhs.gov
Rina Kelly, R.Ph. – 218.861.4186 or Rina.Kelley@cms.hhs.gov

PROVIDER TOOLKIT
www.cms.hhs.gov/medlearn/provtoolkit.pdf

WEBCASTS:

http://www.cms.hhs.gov/partnerships/news/
OTHER WEBSITES
• www.cms.hhs.gov
• www.cms.hhs.gov/providers
• www.cms.hhs.gov/opendoor
• www.cms.hhs.gov/medicarereform
• www.cms.hhs.gov/medlearn/matters/

http://www.cms.hhs.gov/medlearn/provtoolkit.pdf
http://www.cms.hhs.gov/partnerships/news/
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