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  On January 1, 2006, Medicare begins offering a new drug benefit program.  There are a confusing array of choices, and this article will try to simplify your path towards making a decision.

   Essentially, the government will subsidize private insurance policies that help pay for prescription drugs used by Medicare recipients.  Companies offering these policies range from well known to virtually unknown, and with a variety of options on monthly premium costs and drug formularies.  Enrollment begins Nov. 1st, 2005.

  It is important to know that if you don’t sign up during the November 2005 to May 2006 period (and you are a Medicare recipient), then you will pay permanently higher premiums for drug coverage when you do sign up.  Similar to the penalty for not signing up for Part B when you become eligible for Medicare, the penalty is designed to keep people from waiting until they need the coverage to enroll.  The penalty is a 1% permanent increase in premium cost for every month you delay enrolling.  If you are eligible and miss the May 15, 2006 deadline, you will be allowed to enroll each year during a November-December period (with penalties if you waited to enroll).  If you are not yet eligible for Medicare, you have a seven month enrollment period (without penalties) once you become eligible. 
You should coordinate the purchase of one of these policies with your possible current coverage from other sources.

Retiree Benefits:   Your former employer is supposed to let you know if your existing retiree drug benefits are “creditable” or as good as Medicare’s program.  If so, you won’t be penalized for signing up later (if your retiree benefits are changed).  For instance, Military,VA and Federal (FEHB) retirees already have extensive drug coverage and probably don’t need the new policies. 
 Medicare Managed Care Plans:  most of these plans already offer existing drug benefits that may be as good as the new coverage. Expect information from your plan soon to help with decision making.
Medigap Policies:  H, I and J type policies already offer some prescription drug coverage.  New policies of these type won’t be available after January 2006, but old policies will be grandfathered in place.  However, you will be subject to the delayed entry penalty if you change from a Medigap policy to the new drug policies later on.  Consider dropping your Medigap policy to one without coverage and adding a separate new policy to avoid future penalties.

Medicaid:  If you have Medicaid coverage already, this fairly extensive drug coverage will continue, and you will be enrolled automatically in a policy by the government.  Limited Incomes without Medicaid:  Single individuals with less annual income than $12,569 (or couples with  income of less than $16,862), or who already receive State aid for Medicare expenses  (but not eligible for Medicaid) will also be automatically enrolled into a program with additional subsidies for drug coverage.  There is a separate enrollment form for this added benefit (this offers a marked reduction in deductibles and increases in coverage for drugs).
How the Policies Work:

Deductibles $0- $250-this is what you must pay before coverage starts.
Premium Costs: $20-40/monthly.
Out of Pocket Costs:  Policies help in varying degrees with drug costs from the deductible ($0 to $250) to $2250.  From $2250 to $3600, drug costs are borne by the individual, then the policies kick back in to help with drug costs over $3600/year out of pocket. Different policies offer different amounts of “co-insurance” and coverage in the under $2250 and over $3600 categories.
Standard/Minimum Coverage: The least coverage would be as follows:
You pay a $250 deductible

The plan then pays for 75% of drug costs from $250 to $2250

You pay for all costs between $2250 and $5000.

The plan pays for most all drug coverage after you have $3600 out of pocket for the calendar year.

How Drug Plans Vary:

1. What drugs are covered

2. How much the individual pays

3. Which pharmacies are used

4. Whether they offer more than the standard level of coverage (see above)-for a higher monthly premium

Plans will have their own formularies approved by Medicare with a mix of generic and brand names.

Sources of Information:

www.medicare.gov  -general information

My.Medicare.Gov   specific enrollment and beneficiary information and access

1-800-Medicare (1-800-633-4227)

Drug Discount Card:  Don’t confuse these existing programs with the new insurance plan. Drug Discount Cards are part of a separate voluntary program that ends enrollment on December 31, 2005 and ceases operation in May 2006, when the new drug policy programs take over.  These cards are not available for those with Medicaid, TriCare, Federal Health Insurance, or some Medicare Managed Care Plans.   You can apply for a card from the company that best fits your particular situation and save a small amount on prescription drugs.  Once you have a new policy in place after Jan 1, 2006, these Drug Discount Cards have no role. 
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