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Good afternoon, Senator Ortiz, and Members of the Senate Health and Human Services Committee and Senate Subcommittee on Aging and Long Term Care. 

The Centers for Medicare & Medicaid Services (CMS) is responsible for implementing the Medicare prescription drug benefit of the Medicare Modernization Act (MMA).  CMS’ immediate priorities are related to the outreach and education components of MMA and the initial steps to implement the prescription drug discount card provisions.  This includes outreach and education to consumers, providers, and other stakeholders.

The MMA provides for the most dramatic change/expansion to the Medicare program since the program began in 1965.  The MMA will have a huge, positive impact on seniors, the disabled, and their caregivers.  The intent of the MMA is to help those Medicare beneficiaries who have no prescription drug coverage – including those with high drug costs and those who are low-income.  The law also helps providers, and it addresses other important reform initiatives.  However, the new provisions in the law, including the prescription drug benefit and the discount card, are voluntary programs, enabling beneficiaries the option of keeping their Medicare just the way it is.

CMS, in general, and each Regional Office has a network of partners with whom we work to provide information and education regarding new benefits and other new initiatives.  These local partners have experience in their communities to reach those populations that are hard to reach and may not speak English.  CMS and its partners use formal and informal information channels, including the following:

· 1-800-MEDICARE 

· CMS estimates that 1-800 MEDICARE will receive over 12 million calls in fiscal year 2004.

· CMS plans to increase the number of Customer Service Representatives to over 1,200.  

· www.medicare.gov
· CMS will provide reliable, easy-to-compare information that will allow beneficiaries to choose the discount card program that best meets their needs.

· public outreach events

· national advertising campaign

· print materials – including special mailings on the new benefits and the very popular Medicare and You handbook. 

All Medicare beneficiaries, except those who have Medicaid drug coverage, can get the drug discount card.  Card sponsors will be approved in late March, with enrollment beginning in May, for discounts to be effective June 2004.
CMS recognizes there may be potential areas of confusion. Our outreach efforts are designed to provide important information and education on all of the new benefits and to clarify that there is a major difference between the drug benefit, effective in January 2006, and the immediate help that is offered by a Medicare drug discount card program.  All Medicare beneficiaries, except those who have Medicaid drug coverage, can get a drug discount card. Beneficiaries will have multiple choices of Medicare-endorsed cards but will be allowed to enroll in only one drug card at a time.  Drug card sponsors will be required to publish discount prices for prescription drugs.

The Transitional Assistance program will be particularly helpful for low-income beneficiaries.  In addition to receiving discounts through the drug card, beneficiaries with incomes below 135 percent of the Federal poverty level ($12,569 for individuals, $16,862 for couples in 2004) will get a Federal subsidy of up to $600 per year to purchase their prescription drugs.  In addition, some pharmaceutical companies will allow low-income beneficiaries that qualify for transitional assistance to automatically access their pharmacy assistance programs.  This will provide yet another benefit to individuals qualifying for low-income transitional assistance.  The Federal government will also pay the full enrollment fee for these cardholders. Beneficiaries who receive this annual subsidy will be required to pay coinsurance between 5 to 10 percent on each discounted prescription drug.

Beneficiaries can enroll for a drug discount card at any time prior to January 1, 2006, and, if they wish, can change card sponsors for 2005.

All 41 million Medicare beneficiaries will have the choice of enrolling in the new Medicare drug benefit, called Medicare Part D.  Anyone who is entitled to Medicare Part A or enrolled in Part B is eligible to join Part D.  The new Medicare Part D, effective in 2006, will replace significant State spending for dual eligibles and State-only programs.  The new Part D drug benefit will be delivered by private health plans. 

Joining Part D will involve selecting an approved plan and enrolling in it for the year.  The new Medicare Part D has an “opt-in” rule.  That means that, with limited exceptions, beneficiaries will need to make an affirmative statement to join Part D by filling out an enrollment form and joining an approved plan.  Enrollment in a Part D plan is entirely voluntary.  

Beneficiaries will have two main options for how they receive their Part D drug benefit.  Those who wish to remain in traditional Medicare may elect to join a stand-alone prescription drug plan (PDP) that adds drug benefits on top of regular Medicare.   Those who wish to receive their entire medical and drug benefits from one source can join a Medicare Advantage (Medicare+Choice) plan, which will provide an integrated benefit.  Medicare drug plans will organize networks of retail pharmacies to dispense prescriptions to Medicare beneficiaries in local areas throughout the country.  

Beneficiaries who have other sources of drug coverage (for example, through a former employer) may stay in that plan and not enroll in Part D.  The MMA provides financial incentives for employers to continue offering prescription drug coverage for their retirees.  Today, employers and unions can drop retiree health coverage and some are doing so, highlighting the need for reform.  For employers that offer their Medicare-eligible retirees prescription drug coverage, the MMA also provides a 28 percent subsidy for each enrollee’s annual drug spending between $250 and $5000.  This marks the first time that Medicare will provide payments and incentives to employers and unions so they will not drop coverage for retirees - a substantial improvement to the health care delivery system for seniors.

Thank you, Chairman Ortiz, for the opportunity to speak for CMS today.  I am available today and in the future to address any questions or comments.
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