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(1)

MEETING THE CHALLENGES OF MEDICARE 
DRUG BENEFIT IMPLEMENTATION 

THURSDAY, FEBRUARY 2, 2006 

U.S. SENATE,
SPECIAL COMMITTEE ON AGING,

Washington, DC. 
The committee convened, pursuant to notice, at 10:03 a.m., in 

room 216, Hart Senate Office Building, Hon. Gordon H. Smith 
(chairman of the committee) presiding. 

Present: Senators Smith, Talent, Dole, Martinez, Santorum, 
Burns, Kohl, Wyden, Lincoln, Carper, Nelson, Clinton, and Salazar. 

OPENING STATEMENT OF SENATOR GORDON SMITH, 
CHAIRMAN

The CHAIRMAN. Ladies and gentlemen, if everyone would take 
their seats, we welcome you all here. We thank you for coming. 
This is our first hearing in the Aging Committee of the year 2006 
and there is hardly a topic we could address that is more timely 
and more important to the lives of our seniors than the new pre-
scription drug benefit. Obviously, it has gotten a lot of people’s at-
tention as it has been implemented. It has not been problem-free, 
but this is not a hearing just to pile on. It is a hearing to look for 
solutions, so we appreciate very much our witnesses who have 
taken the trouble to be here and we want you to feel at home here. 
I understand some are feeling quite nervous about this. But this 
is a great national effort to fill a part of the Medicare promise that 
should have been done long ago. 

But again, our goal today is to evaluate CMS’s ability to address 
current problems in a timely manner and to anticipate future prob-
lems before they occur. Only when this happens can we regain and 
earn the confidence that beneficiaries want to have in this valuable 
program.

It is most unfortunate that many of the problems have involved 
what are known as dual-eligibles, which are people who are on 
Medicaid, which is a State responsibility, and now have been shift-
ed to Medicare, which is a Federal responsibility. These are often 
the poorest and most vulnerable Americans who rely on medica-
tions to manage their chronic physical and mental illnesses. We 
knew there would be challenges associated with their transition 
from Medicaid into the new Medicare drug benefit, but it seems 
that perhaps not enough was done to ensure a seamless transition. 

Last March, this committee held a hearing where experts offered 
solutions to the very problems the program has experienced. I felt 
their recommendations had merit, strongly enough so that Senator 
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Kohl and I sent a follow-up letter to CMS. While I applaud CMS’s 
efforts to address the current situations and problems that have 
arisen, I have to question whether any of this would have devel-
oped if the recommendations we made had been adopted. 

However, again, let us look forward. I hope to have answers to 
a number of key questions. First, is the accurate enrollment infor-
mation about dual-eligibles available to plans and pharmacists to 
ensure beneficiaries can receive their medications at correct prices? 
Second, have the call center hold times improved so that bene-
ficiaries and pharmacists can get access to accurate information in 
a timely manner and resolve problems? Third and finally, are low-
income beneficiaries still being denied drugs or charged inappro-
priate deductibles and copayments? 

I know that progress is being made to improve communication 
between all parties, but I am hearing reports that not all plans and 
pharmacies are aware of the options to address problems. This is 
certainly the case with what is called the first fill policy, which re-
quires plans to cover the cost of a 30-day emergency supply of 
medication when a beneficiary needs a drug that is not covered by 
his or her formulary. While all plans reportedly had first fill poli-
cies in place on January 1, many pharmacists and plan representa-
tives were not aware of them, and even if they were, they couldn’t 
get the authorization necessary to dispense the drug. 

I want to note and commend my own State that took action and 
created stop-gap programs to pay the cost of emergency medica-
tions. I am committed to ensuring that States are reimbursed for 
their expenses. Again, Medicare is a Federal, not a State, program. 

While the focus of this hearing is on the immediate challenges 
associated with the implementation of the Medicare drug benefit, 
there are some programmatic changes that are needed. One such 
change is the extension of the institutional copayment exemption 
to dual-eligible beneficiaries who are receiving care in homes and 
community-based centers. Under current law, dual-eligibles who re-
side in nursing homes are not required to pay copayments for ge-
neric or brand name drugs. However, those living in assisted living 
facilities or who receive services through adult day care programs 
or other types of community-based services are required to pay 
these costs. 

Considering that dual-eligible beneficiaries in both nursing home 
and community-based care settings generally have the same 
amount of resources available to them. This is simply not right. It 
put dual-eligibles in States like Oregon, which provide most of 
their long-term care services in a community setting at a disadvan-
tage and may even create a disincentive for individuals to choose 
community-based care options in the future. By the way, some of 
those options are less expensive than nursing homes, but my point 
is simply that the seniors should have the choice of where they re-
ceive their care. 

Yesterday, I introduced a bill along with Senator Bingaman that 
would extend the copayment exemption to dual-eligibles receiving 
their care in home or community-based settings. I believe this 
small change to the Medicare drug program will have an enormous 
impact to ensuring that low-income beneficiaries have continued 
access to their drugs while protecting their right to receive care in 

VerDate 0ct 09 2002 14:36 May 19, 2006 Jkt 000000 PO 00000 Frm 00006 Fmt 6633 Sfmt 6633 H:\DOCS\27432.TXT SAGING1 PsN: JOYCE



3

the setting of their choice. I hope my colleagues will consider this 
bill. I think it is an improvement. 

I look forward to today’s discussion and I hope we have a 
thoughtful and productive dialog. I am proud of the Aging Com-
mittee. We are the first to take up this issue and I know it is of 
real timely urgency for seniors. We have excellent witnesses, in-
cluding two beneficiaries who will discuss the success and chal-
lenges associated with the program’s implementation. 

With that, I will turn to my colleague, Senator Kohl, for his 
opening remarks. 

OPENING STATEMENT OF SENATOR HERB KOHL 

Senator KOHL. I thank you, Mr. Chairman, and I also welcome 
our witnesses who will be here today. 

Dr. McClellan, I am glad to see you back again to discuss Medi-
care Part B implementation. As I am sure you know, we have some 
serious problems on our hands, and as I am sure we would agree, 
we need to put aside any partisan thoughts to work together to get 
this program running so that seniors are better off than they were 
before we passed the drug benefit. I do not believe we are there at 
this time. 

Every day, we hear stories from seniors and individuals with dis-
abilities. Some find themselves switched from Medicaid into a 
Medicare drug plan that does not cover the drugs that they need. 
In other States, hundreds of dollars of incorrectly charged copays. 
Still others wrestle with the choice between the dizzying number 
of drug plans, all covering different drugs and different costs, and 
few that Medicare can explain in any detail. 

A good number of these problems, I think you would agree, come 
from a flaw in the original plan, the primary reason that I and oth-
ers voted against it in 2003. Medicare Part D is not what many 
seniors thought they were promised, a simple drug benefit deliv-
ered through the reliable, popular Medicare program. Instead, pri-
vate insurers distribute the drug benefit, and I believe it is set up 
as much for their profit and convenience as it is for that of our sen-
iors.

Nowhere is that more obvious to me than in the provisions of the 
drug benefit law that prohibits, as you know, the Federal Govern-
ment from negotiating with drug companies for lower drug prices. 
Forty-one million Medicare beneficiaries demanding fair prices, I 
believe could have backed the drug companies down, but the law 
will not let them even try. 

Striking that provision, and I am a cosponsor of legislation to do 
that, I believe might be the single most powerful action we can 
take to increase the popularity and the benefit of Medicare Part D 
among seniors. I would hope that the administration would endorse 
fixing that provision. I believe it would not only be good policy, but 
a strong signal that seniors are, indeed, our primary concern. 

I would bet that, Dr. McClellan, you are as disappointed as any-
one at the troubled roll-out of Medicare Part D. Seniors don’t have 
enough information, as you know, to choose a drug plan and they 
get inaccurate or inconsistent advice when they call Medicare. Sen-
ator Nelson has introduced a bill that would extend the enrollment 
deadline from May 15 and give every beneficiary a chance to 
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change their plan at least once at any point in 2006, and that 
seems to me something that we could and should do. 

We also have to take immediate action to help those hit hardest 
so far, the so-called dual-eligibles, the very poorest and sickest sen-
iors and disabled individuals who were switched to the Medicare 
drug benefit on January 1. We hear stories of patients denied medi-
cines because their paperwork is delayed or their new plan does 
not cover what they need. We know the Administration must be as 
concerned as we are with that result and we look forward to talk-
ing about what we can do to turn it around. 

But it is not only seniors who are overwhelmed. Pharmacies, as 
you know, are struggling to navigate the new system. Today, we 
will hear from Sue Sutter, a pharmacist from Dodge County, WI, 
about the extreme steps they have taken to make sure that no pa-
tient is turned away. Even in the face of being unable to verify pay-
ment, many pharmacists have still dispensed medications to their 
clients and some pharmacies have been forced to the extreme of 
taking out lines of credit to cover their costs. Many States, includ-
ing Wisconsin, have had to step in to cover drugs, as you know, to 
avert a public health emergency. 

I believe we can act now to fix these problems. Dual-eligibles 
must have guaranteed access to the drugs they need and some real 
help to get into the proper drug plan. The Federal Government 
must reimburse seniors, pharmacies, and States who have stepped 
in to fill the holes. We should extend the enrollment deadline for 
seniors to sign up for the benefit so that they would have enough 
time to pick the drug plan that best suits their needs, and we 
should also let seniors change their drug plans this year if the one 
they choose changes mid-year and no longer provides coverage for 
their drug. We should also allow, as I said, Medicare to negotiate 
directly with drug companies for lower prices for seniors and tax-
payers if we cannot explain why they should be disallowed from 
doing that. 

Earlier this week, I met with seniors, individuals with disabil-
ities, pharmacists, and advocates in Milwaukee who have been 
working around the clock to help people get the drugs they need. 
The administration needs to show that same commitment and 
must look at what can be done to rectify the problems that exist 
with Medicare Part D. 

Again, I thank you all and I certainly thank our Chairman for 
holding this important hearing. 

The CHAIRMAN. Thank you, Senator Kohl. 
As is our tradition, we will go on those who arrived first, so it 

is Senator Dole, Senator Carper, Senator Nelson, Senator Clinton, 
and Senator Talent. 

OPENING STATEMENT OF SENATOR ELIZABETH DOLE 

Senator DOLE. Thank you very much. Thank you, Chairman 
Smith, for holding this hearing to examine and address the chal-
lenges in implementing the new Medicare prescription drug pro-
gram.

Twenty-four million Americans, including more than 778,000 
North Carolinians, are enrolled in Medicare Part D, and today, 
these folks are receiving more affordable access to life-saving medi-
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cation. For a majority of these individuals, the program is working 
properly and they are receiving their prescriptions at a much lower 
cost than before. In fact, pharmacies across the Nation are filling 
one million prescriptions a day to Medicare Part D enrollees. 

However, there are some beneficiaries, in many cases the need-
iest among us, who are having considerable trouble transitioning 
into the new program. This is simply unacceptable and clearly not 
what was intended. It is critical that we identify these problems 
and work together to ensure that this new program serves each 
and every beneficiary successfully. 

I have heard from a number of pharmacists, providers, and bene-
ficiaries in my home State of North Carolina about both the suc-
cesses and challenges they have encountered in the first month of 
the new Medicare drug program. While I am delighted to hear that 
so many Americans who did not have prescription drug coverage 
before are now benefiting from this program, I am also very con-
cerned about those who are encountering obstacles as they try to 
fill their prescriptions. 

I have heard reports, as I am sure we all have, about bene-
ficiaries who are being charged the wrong copayment, pharmacists 
and beneficiaries who are not able to get in touch with the plans, 
and computer systems that are working inadequately. What is 
worse is that in many cases, it is the dual-eligible individuals, 
those who qualify for both Medicare and Medicaid benefits, and the 
low-income subsidy populations, that are having the most trouble. 

Because these beneficiaries often have more serious health con-
cerns and depend on their prescription drugs the most, it is even 
more important that these problems be addressed quickly. 

The new Medicare prescription drug plan is the largest change 
to Medicare since the program’s creation 40 years ago, and with 
any change that scale, that magnitude, it is nearly impossible to 
avoid startup challenges. But now we have got to identify those in-
dividuals who are vulnerable and make certain their needs are 
met. We have got to make certain that the new drug program is 
working for all beneficiaries, pharmacists, and providers alike. 

We have already seen tremendous progress in solving some of 
the initial difficulties. Data submissions have been streamlined. 
Customer services have been enhanced. Pharmacy support has 
been expanded. I thank Dr. McClellan and CMS for taking steps 
to quickly improve the systems that were faltering and to assist 
those experiencing problems. I also thank the many pharmacists, 
providers, case workers, State and Federal officials, friends and 
family members who are working together to assist beneficiaries in 
their community. 

I am disappointed by the unconstructive rhetoric and blame 
game that some are resorting to. We must work together, not point 
fingers, to solve these problems. 

In conclusion, let me just say that in the coming days and weeks, 
it is vital that all parties involved continue to make a concerted ef-
fort to strengthen the new Medicare drug program. Congress must 
ensure that diligent work is being done to meet the needs of every 
beneficiary. Millions of Americans are better off, thanks to the ben-
efits provided by this landmark program, and there is no reason 
why every enrollee should not share the same experience. 
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Thank you, Mr. Chairman. 
The CHAIRMAN. Thank you, Senator Dole. 
Senator Carper. 

OPENING STATEMENT OF SENATOR THOMAS CARPER 

Senator CARPER. Thank you. I want to welcome our witnesses 
today. Thank you very much for joining us. It is good to see both 
of you and I express my thanks to you, Mr. Chairman, and to our 
colleague, Senator Kohl, for pulling us together so that we can 
begin to exercise our responsibility and our oversight responsibility 
as this new benefit is implemented. 

We all know, it has already been said, the implementation proc-
ess has been bumpy, rocky. Maybe it was difficult given the mag-
nitude of the kind of program that we are introducing here. I voted 
for this benefit in the expectation that we would make improve-
ments and as a first step toward ensuring that all seniors and dis-
abled persons have access to prescription drug coverage under 
Medicare. However, this is only going to work if we continue to im-
prove the program’s implementation almost on a daily basis, and 
I know that is what you are trying to do and that is what we are 
trying to do in my State of Delaware. 

I just say to my colleagues, I think maybe it is going a little bit 
easier in Delaware. We had our tough moments and still have 
them, but we have an extraordinary cooperation between State and 
local folks, working with CMS, working with Social Security, work-
ing with folks in the private sector to try to smooth it out as best 
we can. 

I know we have all heard how confusing this program is and 
about the transition problems that are associated with the new 
benefit. Some beneficiaries have gone, as we know, without needed 
medications. Pharmacists have dispensed medications they have 
not been paid for. Medicare and health plan phone lines have been 
overwhelmed, such that resolution of these problems are even 
harder to come by. 

In my State of Delaware, we have done, as I said, I think a pret-
ty good job of trying to implement the process and a lot of people 
have worked very hard to make that possible. I think we have been 
able to avoid the worst, but for a lot of people, there has been a 
lot of heartache, as you know. Now we have got to sort through the 
problems that we see and we have to fix them. 

I am going to suggest several steps. The first one would be that 
the Centers for Medicare and Medicaid services must address as 
quickly as possible all the many problems that you have heard 
about and that we have heard about in this past month or so. This 
includes that States, that pharmacists and beneficiaries are appro-
priately compensated for costs that they have incurred as a result 
of transition problems, and CMS should provide Congress with reg-
ular updates on the progress of resolving these issues, and this is 
an opportunity to provide one update in person. We hope that oth-
ers would follow. 

Second, I believe we will need to streamline and simplify the 
benefit. As it stands now, CMS, I believe, approved too many plans, 
each one with different rules, different standards for pharmacists, 
different standards for appeal. Put quite simply, the program as 
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implemented today is just too confusing. I will remember for a long 
time a conversation I had with Senator John Breaux and former 
Secretary Tommy Thompson a year or two before the adoption of 
the program and talking to them about my mother, about their 
mothers and how difficult this stuff is going to be for them to un-
derstand on a very good day. What we have done is we have put 
in place a program that is, for a lot of our senior citizens, almost 
incomprehensible.

Third point, we need to ensure that CMS has the proper struc-
tures in place to oversee participating health plans. CMS must en-
sure the plans are doing what they are supposed to be doing and 
that any lack of compliance is immediately identified and corrected. 

Finally, we need to ensure that the Social Security Administra-
tion continues to conduct outreach to low-income populations. 
Today, I think only about a million people have been found eligible 
for the subsidy out of an estimated, I think, eight million people 
who are believed to be eligible beneficiaries. 

I just say in conclusion, we can do better with this drug benefit 
and I hope that today’s hearing is a real good step toward fixing 
some of the problems that we have all experienced and worked to 
correct.

Thanks, Mr. Chairman. 
The CHAIRMAN. Thanks, Senator Carper. 
Senator Nelson, how are we doing in Florida? 

OPENING STATEMENT OF SENATOR BILL NELSON 

Senator NELSON. Well, you can imagine with the significant sen-
ior citizen population we have in our State, and Mr. Chairman, I 
will be very brief and just summarize because you all have a tough 
job and you need to know what we are hearing and it has been said 
here.

We are going to have an opportunity to vote on this today, on one 
of the things that has already been mentioned here. The Chairman 
has mentioned it. I have filed an amendment on the tax reconcili-
ation bill that will delay for 6 months the deadline of signing up 
that will help a lot of the folks that I have been talking to who are 
quite confused with over 43 plans to choose from. They are not only 
confused, they are frightened because of that deadline coming and 
if they make a mistake. So that is a part of the amendment, as 
well, that they would have the opportunity to change that without 
having to wait a year. 

Now, you have also heard the commentary here about the dual-
eligibles. I will tell you, your attention is riveted in a town hall 
meeting when senior citizens are sitting or standing in front of you 
and literally tears are coming down their face because they had 
their prescriptions under Medicaid and now the pharmacist is re-
fusing to give it to them as they have been transferred under Medi-
care.

Then the third thing that I would just quickly mention is that 
Senator Clinton and I filed a bill last week, and I just heard you 
say, Mr. Chairman, that you filed one, as well, and this is prescrip-
tion drug copayments in those that are in assisted living facilities. 
Now, if you are low-income nursing home, you don’t have to pay 
the copayments. But if you are low-income and you happen to be 
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in assisted living facilities, and it may be that you are there be-
cause you have got a mental problem and the medications are abso-
lutely essential, you see the problem. They are not getting their 
medication. Senator Clinton and I have filed a bill that would can-
cel those copayments for low-income individuals. 

Good luck as you are implementing this with everything that we 
are seeing come up to the top. 

The CHAIRMAN. Maybe we should combine your bill with the bill 
Senator Bingaman and I introduced. Senator Clinton. 

Senator NELSON. The more the merrier. 

OPENING STATEMENT OF SENATOR HILLARY CLINTON 

Senator CLINTON. Mr. Chairman, we would certainly welcome 
that and we will work together, because that is one issue that must 
be fixed immediately. I have been in pharmacies from Buffalo to 
Rochester to Syracuse to New York City. I have been to hospitals. 
I have spoken with many pharmacists, doctors, nurses, seniors, 
people with disabilities, their family members, their advocates. Be-
cause I worried that the bill itself was fatally flawed in its design, 
I voted against it, but once it passed, I certainly determined that 
I would try to do everything I could to make sure that New Yorkers 
understood it, could access it, and make the best of it. 

To that end, I issued in our State a brochure that my excellent 
staff put together. We have sent out tens of thousands of these in 
English and Spanish. But as the date approached for the January 
1 implementation, I became even more concerned and introduced 
legislation to try to fix some of these problems that I was convinced 
were going to happen. 

The GAO came out with a report that highlighted and really set 
off the alarms about a number of these problems, and yet despite 
the concerns of many about what was going to happen, we were un-
successful in either slowing down the process or making it work 
better and the results are the ones that I have seen firsthand over 
the last several weeks in my State, and I have to identify com-
pletely with what both Senator Kohl and Senator Nelson have said. 
I mean, it is an absolute embarrassment, outrage, deep heart-
breaking disappointment to be in the presence of people who are 
so distraught, confused, upset and feeling abandoned. 

I know any program is difficult, but I would remind us we imple-
mented the entire Medicare program in 11 months back in 1965, 
and we didn’t have computers. We had a simple program people 
could understand and an effective effort to make sure it came into 
being as smoothly as possible. 

Now, the first thing, Mr. Chairman, I would suggest is that we 
get some agreement on the facts here, because we cannot possibly 
deal with what we as elected representatives are coping with, 
which is an overwhelming outpouring of constituent requests, un-
less we know the facts. I think it is important to start with the fact 
that the administration continues to claim that we have 24 or 25 
million beneficiaries. Let us look at those figures. 

First, the 6.2 million dual-eligibles already had prescription drug 
coverage. They were covered by Medicaid. They got their drugs. 
Most of them got it for free. It was seamless. Their doctors under-
stood how to access it for them. Four-point-five million Medicare 

VerDate 0ct 09 2002 14:36 May 19, 2006 Jkt 000000 PO 00000 Frm 00012 Fmt 6633 Sfmt 6633 H:\DOCS\27432.TXT SAGING1 PsN: JOYCE



9

Advantage enrollees had Medicare managed care plans that offered 
prescription drug coverage. They already were covered. Seven-
point-four million retirees already had coverage from their previous 
employers for their drug needs. Federal retirees, veterans and their 
families, 3.1 million, already had existing drug coverage. So we 
have about 3.5 million new enrollees in our country who signed up 
for the new benefit. 

In New York, we only have 110,000 new beneficiaries, and who 
can blame them? People are taking a wait-and-see attitude. They 
don’t want to be signed up with some plan that may not even have 
their drug on the formulary. Their doctors are telling them, wait. 
Don’t rush into this, because I don’t want to have to be rediag-
nosing you. You have been fine on the drugs that I have given you 
for a decade. I don’t want to have to write notes and ask for per-
mission to give you the drug that I think you should have. So peo-
ple are taking a wait-and-see attitude, except for the dual-eligibles, 
who were automatically enrolled, who had no choice over what the 
plan they were going into said or what kind of copayments they 
would be required to make. 

So I think that we need to have, as the first order of business, 
an agreement that we are going to talk about facts, not spin, not 
rhetoric, not propaganda. We are going to talk about facts because 
people’s lives are at stake, and I take this very seriously. 

There are a number of fixes that we have been putting together 
on both sides of the aisle. One, you heard about. The Chairman, 
Senator Nelson, and I, we would like to make sure that the dual-
eligibles living in group homes, in assisted living facilities, like a 
young man that I met recently outside of Albany had a bill for the 
first time ever that he was supposed to pay to get the drugs he 
needed will not have to face that. 

Second, I would like to see the pharmacists in this country reim-
bursed. They have been on the front lines. They have been the ones 
who have had to tell customers, ‘‘I am sorry, this isn’t covered,’’ or, 
‘‘Mrs. Jones, I know you used to get your drugs for free, but now 
you are going to have to pay me $42. Oh, you can’t pay? Well, I 
am going to give it to you anyway and we will try to get this 
worked out.’’ They are the ones who have been on hold to the Medi-
care hotline or to the plan’s hotline, trying to get answers for their 
customers about what they were entitled to and how much it was 
going to cost them. So I certainly hope we will reimburse the phar-
macists.

With respect to the recent announcement about reimbursing the 
States, let us make sure that that is not cutoff at February 15 be-
cause I don’t think a lot of these problems are going to be fixed by 
February 15, and I don’t think any State that has stepped up to 
the plate, as so many of ours have, should be penalized because the 
Federal Government designed a fatally flawed plan and is imple-
menting it in a manner less than acceptable. 

Now, I also am deeply concerned about the large numbers of 
beneficiaries with mental illnesses who have had trouble getting 
their medications. Now, as beneficiaries finish their one-time tran-
sition supplies of medications not covered on drug plan formularies, 
they will have to switch medications or file for an exception to the 
plan’s formulary policies, and I predict this will be the next big 
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challenge, Dr. McClellan, that will be faced by the Part D program, 
as millions of beneficiaries try to take advantage of the exceptions 
and the appeals process, and I hope you have plans in place, and 
I would request that your agency provide this committee with data 
on the numbers of beneficiaries who file appeals to plans, the num-
ber of successful appeals, and rejections by plans, and information 
on the timeliness with which plans handle appeals. 

Finally, there continue to be widespread reports of drug plans re-
quiring prior authorization for beneficiaries to receive needed medi-
cations. Now, some reports have plans requiring forms for each 
drug, while others are requiring doctors to fill out forms as long as 
14 pages for drugs that a beneficiary has been taking for years. 
Now, your agency’s request that plans discontinue this practice 
does not seem to be working based on the information we have, and 
I hope that you will require, not request, require that the plans 
cease this practice and enforce that requirement. 

Mr. Chairman, we have legislation with a comprehensive fix that 
I hope we can get bipartisan support on. I, for one, believe we 
should scrap this and start over. We are spending hundreds of bil-
lions of dollars on an inefficient delivery of a plan that could be 
done in a much more cost-effective way. We have taken taxpayer 
dollars by the billions and transferred it to the pharmaceutical 
companies and the insurance companies as a way to entice, even 
bribe, them to provide drug coverage to the poorest of the poor and 
the sickest of the sick. That is not in keeping with either our val-
ues or, frankly, what should be expected of high-performance gov-
ernment.

I look forward to getting responses, but I hope that we will start 
with an agreement that no spin, no rhetoric, let us talk facts and 
let us get facts before this committee so that we can discharge our 
responsibilities to the people who are dependent on us. 

The CHAIRMAN. Thank you, Senator Clinton. 
We will now hear from Senator Talent, Senator Salazar, Senator 

Burns, and Senator Santorum, and if you could keep them abbre-
viated, we would appreciate it. Our witnesses, three panels of 
them, are waiting. Senator Talent. 

OPENING STATEMENT OF SENATOR JAMES TALENT 

Senator TALENT. I will be brief, Mr. Chairman. I have had a 
number of town hall meetings around Missouri talking about this 
new coverage and listening to seniors. It is the third round of town 
hall meetings I had on prescription drug coverage. I have encoun-
tered in my time in public life many, many senior citizens who 
were in a position where they were choosing between the neces-
sities of life and prescription drugs because they had no coverage 
because Medicare did not have prescription drug coverage as a 
base, and that is not the case now. There are thousands of people 
in the State of Missouri who were paying thousands of dollars out 
of pocket a few months ago who are not paying that anymore and 
that is a huge plus for the program. 

But we have a lot of issues that we have to deal with, also, and 
many Senators have mentioned that. I am looking forward to hav-
ing the chance to ask you about that. 
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I am concerned—it is funny, because as I was thinking about this 
and where we were going to have difficulties, I thought the auto-
enrollment process would probably go pretty well because we al-
ready had those people on the computers and I thought we would 
just be able to shift them over. We have had 14,000 Missourians 
for whom the auto-enrollment process failed. I appreciate your as-
surances that the State is going to get reimbursed. I want to make 
certain that that happens. 

I also have concerns from a pharmacist’s point of view about how 
this is working out. I have heard from a lot of pharmacists in that 
respect, and also issues in getting information from the plans as 
people try and make choices about what plan that they are going 
to pick. 

I appreciate the fact that you are here today and I am going to 
desist from any further statement and just ask that my opening 
statement be put in the record. 

The CHAIRMAN. Without objection. 
Senator Salazar. 

OPENING STATEMENT OF SENATOR KEN SALAZAR 

Senator SALAZAR. Mr. Chairman and Ranking Member Kohl, I 
very much appreciate the work you do on this committee and I very 
much look forward to working with you, since this is my first meet-
ing before this committee. 

On the subject that we are dealing with here today, I know the 
horror stories that we have heard all around the country. They are 
no different at all in my State than some of the stories that have 
been talked about here this morning already. In Colorado, we have 
17 companies that are providing 42 plans to Medicare beneficiaries. 
The implementation of the program has caused numerous people in 
my State to come to me and to my other colleagues and to tell us 
about the concerns that they have with the implementation of the 
program.

In the first few days of the program, many of the pharmacies did 
not have the correct information, and I saw and heard from people 
who were trying to scrounge together money from friends and rel-
atives to try to pay for prescriptions. Some of them were able to 
do it. Some of them, frankly, had to go without. 

I don’t want to go over all the concerns that have already been 
talked about by my colleagues, but there is one particular concern 
that I do have that I want to reemphasize and that is the pay-
ments with respect to pharmacies that have been providing pre-
scription drugs on a promise that they are going to get reimbursed 
by the government. In my native San Luis Valley, there are per-
haps one or two pharmacists in each of the six counties of my val-
ley. These pharmacists are often the center of health care for the 
community and especially for the elderly. When they see the elder-
ly hurt, the pharmacists themselves hurt. I have heard from these 
pharmacists who are paying the up-front costs of the CMS require-
ment that pharmacists must provide a 30-day supply of drugs to 
dual-eligible beneficiaries and then to be paid back by the plan the 
beneficiary is enrolled in. Placing the burden on these pharmacies 
risks the livelihood of these small businesses. I urge CMS to ensure 
that each of these pharmacists is paid quickly and accurately. 
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Finally, I look forward to working on a bipartisan basis with the 
members of this committee and the other members of the Senate 
and Congress to try to make sure that we can take care of the 
humongous problems that have been illustrated with respect to the 
implementation of this program. 

The CHAIRMAN. Thank you. 
Senator Burns 
Senator BURNS. I would ask that my full statement be put in the 

record.
The CHAIRMAN. Without objection. 
[The prepared statement of Senator Burns follows:] 

PREPARED STATEMENT OF SENATOR BURNS

Today, as we discuss the implementation of the new Medicare drug benefit, I 
think it is important to remember that this is an entirely new program—barely a 
month old. Before it, drug coverage in the Medicare program was very limited. Sen-
iors whose employers did not provide drug coverage could get it only through what 
was then known as Medicare+Choice, through Medigap policies, or worse, would 
have to go without coverage at all. 

With that in mind, I voted for the new benefit. As of mid-January, over 24 million 
seniors have been enrolled—53,000 in Montana, with thousands more enrolling 
every day. Millions of these Americans did not previously have any coverage, and 
now they do. Of those who have enrolled, the vast majority are finding that the new 
benefit covers the drugs they need and will save them money. 

However, as we are all aware, the implementation has not gone smoothly in all 
cases. I’m sure that what I am hearing from my constituents in Montana is no dif-
ferent from what my colleagues on this committee are hearing. 

I think that every state has had difficulties encountered by low-income dual eligi-
bles. A number of states, as well as a number of pharmacies have stepped in to 
cover the costs of providing these beneficiaries with needed medications. 

Seniors are finding that the program is extremely confusing. 
Some calls from pharmacies and seniors are put on hold for hours. Often this long 

wait results in merely being given the opportunity to leave a message that is often 
not returned. 

Pharmacies, particularly small ones in rural parts of Montana, are extremely con-
cerned that reimbursement is too low. We cannot afford to have these small phar-
macies close in states like mine where beneficiaries often must travel great dis-
tances to get their drugs. 

Finally, I am personally concerned about the limited efforts CMS is making to 
reach out to rural and remote areas, most specifically on our Indian Reservations. 

While many Native Americans were automatically enrolled at the beginning of the 
year, many were not. 

To date, I have heard of no efforts to reach out to Native Americans to explain 
to them the importance of enrolling and assisting them with this process. In a state 
the size of Montana, outreach to these remote areas is critical, and I am concerned 
that CMS doesn’t fully understand how much territory we have to cover out there. 

We have not had as much success as I would like to see in getting eligible tribal 
members signed up for Medicare in general, and I worry that the problem is worse 
on the Part D program. 

The result, I fear, is that many on the reservations will miss the deadline. 
I am very concerned about all of these problems, and my office has been helping 

hundreds of Montanans get the help they need from CMS to get enrolled. 
However, these problems do not mean that this is a bad program or that Congress 

must initiate wholesale legislative changes. I am concerned that some have seized 
upon these difficulties in a cynical attempt to score political points. We must not 
do this! Those that have already labeled the program a failure are only discouraging 
seniors, who many need the help, from enrolling or even investigating their options. 
Far too much is at stake—people’s lives are at stake—and I am unwilling to play 
politics with the lives and health of our seniors. 

To begin making drastic changes now risks exacerbating problems that can and 
currently are being fixed by CMS. Our focus now should be ensuring that all seniors 
who want to be enrolled get enrolled by May 15th. 
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OPENING STATEMENT OF SENATOR CONRAD BURNS 
Senator BURNS. This doesn’t surprise me. This program is a 

month old and we Americans are in this business that everything 
has to be instant—tea, coffee, everything that we do—and we are 
supposed to just go out there and have a new program, put it in 
place, and all at once, it is perfect. 

I would ask my colleagues that just throwing out a bunch of stuff 
and try and help and get the program in place serves our purpose 
and then we know what to fix. Right now, we don’t know what to 
fix, but I would tell CMS this. Your first manual that went out on 
this was a bureaucrat’s dream, but it was a nightmare to seniors. 
You had to have a lawyer and an accountant there with you to 
work your way through it. About a third of ours are signed up and 
we have got until May 15, and I think we should dedicate our-
selves, both as elected representatives, to help put this program in 
place because we have people now getting drugs that couldn’t get 
them before. 

Yes, there is a lot of confusion out there because sometimes some 
folks live on confusion. I would just ask, let us all get together and 
make it work and then we know what to fix. When we are as old 
as 11 months it took to put Medicare in place, we might see some 
holes and we might find that this program might be a pretty good 
program, that it might be working. But like Americans, we want 
everything instantly. We want it to just pop up and do this when 
you have got a lot of folks out there that are dual-eligibles. There 
has already been a commitment made to the pharmacists that they 
be reimbursed on the dual-eligibles and what they have been hold-
ing in limbo. That commitment has already been made, I think, 
and I think we should bring that to light here. 

We continue to get a lot of calls. We continue to work with our 
resource centers and our offices to answer as many questions as we 
possibly can. But just to come out here and throw up your hands 
and say it is not going to do it, that we are going to start changing 
it now, is not the correct approach to this. We may find that every-
thing falls into place. 

I voted for it and I know it is going to be costly, but I will tell 
you, I have got people in Montana—we have just come back from 
the National Prayer Breakfast and there Bono came up with a 
great statement, and it applies to me in Montana in the same. 
Where we live should not determine whether we live. So we have 
some special needs in rural areas. 

I would certainly advise everybody, let us make it work. Let us 
find where the holes are. Then let us fix them, or let us make them 
work on the ground. Thank you very much. 

The CHAIRMAN. Thank you. 
Senator Santorum. 

OPENING STATEMENT OF SENATOR RICK SANTORUM 

Senator SANTORUM. Thank you, Mr. Chairman, and I, too, appre-
ciate your willingness to hold this hearing and to get to the bottom 
of some of the problems and concerns. I think we need to take a 
step back and say that it is a good thing that we are here. 

For almost two decades, we have been trying to get a prescrip-
tion drug program passed through numerous administrations, 
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through numerous Congresses, and we were not able to do it. We 
were not able to find compromise, and with compromise comes a 
meshing of a whole bunch of different ideas of how to do things 
best and often you don’t get the optimal solution. I think no one 
who voted on the prescription drug bill that passed a couple of 
years ago would have said that that was their optimal plan or this 
was designed perfectly, from the Congress, I might add, but it was 
the best we could accomplish given a very divided atmosphere here 
in Washington, DC. 

So it is somewhat remarkable to expect that something that is 
the product of deep division, lots of haggling, lots of changes that 
occurred throughout the legislative process, is going to result in a 
perfect system that would be implemented without error. Those 
who stand here and suggest that somehow or another that the 
whole thing should be thrown out may have forgotten that it took 
us 20 years to get the whole thing passed in the first place and 
that just throwing it out would doom seniors, 24 million of whom 
are signed up today and receiving benefits, to a situation where 
they would be getting less care than they are today. So we should 
not be so flippant in casting out babies with bathwaters when it 
comes to a program that was hard fought to get accomplished in 
the first place. 

So while I commend the Chairman and suggest that there is 
much to be done in improving this situation, the idea that we are 
going to play, once again, politics with prescription drugs instead 
of trying to get down to the hard work of trying to fix this system 
and its implementation, I think is below the dignity of this com-
mittee.

I am happy that Dr. McClellan is here. As he knows, we have 
had many conversations in the last few weeks about the situation 
in Pennsylvania. I have spoken to Secretary Leavitt on more than 
one occasion and have encouraged him and am still working with 
him to have him come up to Pennsylvania. 

But that does not mean that we need to start all over or throw 
this program out. We need to continue to look at it, see if we can 
implement it correctly, solve the problems that exist, make changes 
if some are necessary here in the Congress that in all likelihood we 
created in the design of the program, and then go about the process 
of making sure that seniors get the kind of care that we have told 
them that we are delivering to them. 

I can tell you that in Pennsylvania—I have just gotten numbers 
from the problems that exist in my State—for excessive cost-shar-
ing claims, we have about 250 people a day that have made claims 
to the State to help on that regard and the State has paid out 
about $100,000. For emergency supply claims, there is about 175 
to 200 people per day that have cost the State so far about $55,000. 
For super priority prior authorizations for dual-eligibles, we have 
had 180 claims that have cost the Commonwealth $15,000. 

Now, each one of these is a problem, but I would not suggest that 
these numbers suggest that we should throw the program out and 
start all over again when you are talking about tens of thousands, 
if not hundreds of thousands, of people being served in the Com-
monwealth.
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So I would just suggest, Mr. Chairman, that we get down to busi-
ness in figuring out what the problems are, how we can fix them, 
how we can improve them, and what Congress’ role in creating the 
problems and what our role should be in trying to fix them. 

Thank you, Mr. Chairman. 
The CHAIRMAN. Thank you, Senator Santorum. 
We have on our first panel two witnesses. We are grateful, Dr. 

McClellan and Ms. Linda McMahon, for your presence here. Dr. 
McClellan is the administrator for CMS and Linda McMahon is 
deputy commissioner of Operations at the Social Security Adminis-
tration.

To my colleagues, we will have 5-minute rounds of questions 
afterwards, so Mark, take it away. 

STATEMENT OF MARK B. MCCLELLAN, M.D., ADMINISTRATOR, 
CENTERS FOR MEDICARE AND MEDICAID SERVICES, U.S. 
DEPARTMENT OF HEALTH AND HUMAN SERVICES, WASH-
INGTON, DC 

Dr. MCCLELLAN. Thank you, Mr. Chairman, Senator Kohl, all of 
the members here who care so passionately about this program. I 
appreciate the opportunity to give you a status report on the new 
prescription drug coverage. 

Currently, more than 24 million Americans are receiving help 
through this program. This includes millions who previously had 
no coverage, millions who now have better coverage than their 
Medicare Advantage plans, more complete, more comprehensive, 
and millions now getting real help keeping their retiree coverage 
in place, coverage that has been going away over the past 20 years. 
Drug plans are now filling millions of prescriptions each day. Every 
day, tens of thousands of new beneficiaries are using their new 
drug coverage to save money, to get peace of mind, and to stay 
healthy, and because of competition, because of choice, this cov-
erage is costing much less than people expected, with premiums 
one-third lower for beneficiaries than had been predicted as re-
cently as last summer. 

A change this big in this short a period of time is bound to have 
some problems and I am very concerned about anyone who has ex-
perienced problems in getting their medicines at the pharmacy 
counter the first time they tried to use their coverage. In par-
ticular, some problems with data translation between Medicare and 
the drug plans and States may potentially have affected—poten-
tially—a few hundred thousand of the six million people with Medi-
care and Medicaid, particularly those who switched plans late in 
December. At the same time, some pharmacies have had difficulty 
in using the support systems intended for those beneficiaries. 

We make no excuses for these problems. They are important, 
they are ours to solve, and we are finding and fixing them. 

We have outlined some urgent actions that we are taking in a 
1-month report that was just released by the Department of Health 
and Human Services. This includes actions with our information 
systems, the health plans, pharmacists, and States, all to help all 
of our beneficiaries use their coverage smoothly. 

On our systems, we built and tested each component and we are 
working with the health plans and the States to continue improv-
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ing them. Prior to January 1, to insure that all duals that we knew 
about were appropriately covered, we exchanged data files with the 
States to compare our respective lists. The data matched at a rate 
of more than 99 percent according to an outside review. To verify 
that our enrollment information matched plan information, we 
transmitted, again, files with dual-eligible and low-income subsidy 
individuals to the plans on January 13, 18, and again on January 
30. We are working to provide significantly faster responses to in-
formation submitted by plans on their new enrollees and the drug 
plans are working with us to submit data in ways that can be proc-
essed successfully and quickly. 

With the plans, we have set up specific checks to ensure that 
they provide adequate formulary coverage of all needed medicines, 
particularly those for specific disease populations, such as HIV-
AIDS and mental illness that have been a particular concern to 
this committee. We developed specific procedures for timely excep-
tions and appeals. In using this procedures, a Medicare beneficiary 
can get coverage for a drug not on a plan’s established formulary. 

In addition, we required plans to have a transition policy for 
dual-eligible individuals, as you all noted, to get a one-time supply 
of their current medications while they determine whether a less 
expensive, very similar medicine will work for them or if they need 
to continue their current drugs. I have made it clear to the drug 
plans that these transition policies must be followed and we will 
take further enforcement actions, if necessary. 

Many plans have extended their transition policy for the large 
number of beneficiaries who started their coverage in January. To 
help ensure a smooth transition for these beneficiaries, Medicare is 
notifying plans that the transitional coverage period in effect now 
will continue for 60 more days. 

To help pharmacists identify what plan a beneficiary is in when 
a beneficiary shows up without a card or other billing information, 
we collaborated with pharmacists starting in 2004 to create an 
electronic eligibility and enrollment checking system that operates 
as part of the existing pharmacy computer systems. Response times 
since January 2 have been less than 1 second and the number of 
queries is decreasing steadily, because that means more individuals 
have their cards or their billing information when they go to the 
pharmacy.

I and my staff have visited pharmacies. We have seen firsthand 
what they have done to help make sure even those beneficiaries 
who have difficulty are getting the medicines they need, and we 
have been very impressed with the tremendous work of the nation’s 
pharmacists and we are listening to their ideas for improving the 
program. That is one reason we just announced some new steps, 
like supporting efforts by plan and pharmacy groups to implement 
consistent and clear messaging systems in pharmacy billing, and 
that is why we are paying close attention to customer service and 
pharmacy service. 

I am pleased that over the last few weeks, many plans have 
made great strides in implementing effective pharmacy service 
lines, and to ensure that they all do so, we are increasing our moni-
toring and reporting on plan help lines as a basis for further en-
forcement actions, if necessary. 
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We have also worked closely with the States, beginning in 2004, 
on automatic enrollment and on the low-income subsidy eligibility 
application, the calculation of the State phase-down or claw-back 
contributions, on training to assist beneficiaries, and on exchanging 
information between Medicare and Medicaid. When pharmacies 
were having difficulty filling prescriptions for certain dual-eligible 
beneficiaries, as you all have noted, a number of States turned 
their Medicaid systems back on to assist those individuals, and we 
appreciate the help that States have provided to support phar-
macists serving these beneficiaries. We have put in place a pay-
ment program to reimburse States for the direct and administra-
tive costs that they incurred. 

We are seeing that States that work closely with us, like the 
State of Pennsylvania, on supporting pharmacists and using the 
new Medicare systems and connecting people to their Medicare cov-
erage have been able to limit billing to the State systems to rel-
atively small amounts, often just a very small fraction of dually eli-
gible individuals, as they connect those people with their coverage. 
We intend to work closely with all States to use these approaches 
to complete the transition to Medicare coverage for the remaining 
dually eligible beneficiaries. 

I want to talk for a minute about the millions of beneficiaries 
who are choosing to enroll in Medicare coverage and get new sav-
ings and protection available right now. It takes a little time to 
process people through the eligibility and enrollment systems. After 
you enroll, you will generally get an acknowledgement letter in a 
week or so and then your drug plan I.D. card in 3 to 5 weeks. That 
acknowledgement letter and the card contain important informa-
tion that makes it easier for the pharmacist to help you use your 
coverage the first time. So we are encouraging people who enroll 
or change a plan to do so in enough time to get that information 
into the system. 

If you enroll before the 15th of the month, you should have the 
information you need by the beginning of the next month when 
your coverage starts. In those cases, we have seen over 90 percent 
of individuals use their coverage for the first time without dif-
ficulty. People who sign up later will still get their medicines, but 
they are more likely to spend extra time working through some de-
tails. As we continue to find and fix problems, we are seeing fewer 
of these cases. 

We are going to continue working around the clock to help every 
Medicare beneficiary who enrolls to use their new coverage and we 
are seeing that using the coverage means real savings. Now, for the 
first time, we have independent budget estimates of the costs of the 
drug coverage that are based on the actual experience with the 
strong competition to provide coverage. Medicare’s drug benefit will 
have significantly lower premiums and lower costs to Federal tax-
payers and States as a result of stronger than expected competition 
with lower drug costs. Beneficiary premiums are now expected to 
average $25 a month, down from the $37 projected in last July’s 
budget estimates. Taxpayers will also save. State contributions for 
a portion of the Medicare drug costs for beneficiaries who are in 
both Medicare and Medicaid will be 25 percent lower over the next 
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decade. All of these savings result from lower expected costs per 
beneficiary.

I want to thank you for the opportunity to discuss this first im-
portant month of the Medicare prescription drug benefit. While we 
are pleased that millions of Medicare prescriptions are being filled 
every day, we are going to continue working around the clock all 
over the country with all our partners to ensure every person with 
Medicare can use their coverage smoothly, and I am happy to an-
swer any questions you all may have. 

The CHAIRMAN. Thank you very much, Doctor. 
[The prepared statement of Dr. McClellan follows:]
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The CHAIRMAN. Linda McMahon. 

STATEMENT OF LINDA S. MCMAHON, DEPUTY COMMISSIONER 
FOR OPERATIONS, SOCIAL SECURITY ADMINISTRATION, 
WASHINGTON, DC 

Ms. MCMAHON. Thank you, Mr. Chairman, Members of the Com-
mittee. On behalf of Commissioner Barnhart, I want to thank you 
for inviting me to discuss Social Security’s efforts to implement the 
new Medicare Part D Low-Income Subsidy Program. 

As you know, I am Linda McMahon, deputy commissioner for 
Operations at the Social Security Administration, and I have been 
with the agency for 15 years. As you know, SSA was given the re-
sponsibility by Congress to take extra help applications and to 
make eligibility determinations for individuals who were not auto-
matically eligible for the subsidy. We are also responsible for de-
ducting Part D premiums from Social Security benefits when Medi-
care beneficiaries tell the Prescription Drug Program (PDP) pro-
vider that they want that payment option. 

SSA was given these Medicare Modernization Act (MMA) respon-
sibilities because of our network of nearly 1,300 offices and 35,000 
field employees across the country and because of our prior role in 
administering some parts of the Medicare program. Upon passage 
of MMA, we immediately recognized that development of a sim-
plified application for the extra help was essential for successful 
implementation of that part of the program. Working with CMS, 
we conducted extensive testing of the extra help application form. 
In fact, the paper application changed significantly over time and 
went through many drafts before it was finalized. 

Our Office of Systems staff also contributed to the design of the 
application to make sure that the information on the form could be 
electronically scanned into our computers. That made it easier for 
applicants and people who assist them to apply and it minimized 
the number of employees that we need to process those forms. 

Then we worked to develop alternatives to the traditional paper-
based application, and in July of last year, we unveiled the Inter-
net version of the application. That allows people to apply online 
for help with costs associated with the Medicare prescription drug 
plan. The online application has been a tremendous success and 
more than 2,000 Internet applications are being filed daily. 

Telephone inquiries were also part of our efforts to make the 
extra help application process as simple as possible. We provided 
extensive training to our teleservice representatives so that they 
could answer subsidy-related questions. We developed an auto-
mated application-taking system, allowing the teleservice rep-
resentatives to refer callers directly to specialized claims taking 
employees who could then take the applications by phone. 

Finally, we developed a computer matching process with the In-
ternal Revenue Service to validate certain income information pro-
vided by applicants. Using this computer match allowed SSA to 
build a process that would not require applicants to submit proof 
of resources and income as long as their statements on the applica-
tion were in substantial agreement with the computer records. 

Now, to ensure that this simplified process that I have just de-
scribed was put to use, we have worked hard to inform Medicare 
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beneficiaries about the extra help available for prescription drugs. 
For example, during the past year, Social Security has held more 
than 66,000 Medicare outreach events throughout the country, and 
we have hosted a number of application-taking sessions in Social 
Security offices. We continue to work with States and other organi-
zations to identify people with limited income and resources who 
may be eligible for the extra help. 

Although the new prescription drug plan did not begin until Jan-
uary 2006, SSA began mailing subsidy applications to potentially 
eligible individuals in May 2005, and this initial effort allowed us 
to begin making eligibility determinations for extra help as early 
as July 2005. 

Now, as has been pointed out, as important as the initial mailing 
of the applications was, follow-up contacts with those individuals 
who did not return the application has been and continues to be 
just as important to us. As an example of our ongoing efforts to 
help enroll as many eligible individuals as possible, we are con-
tacting Medicare beneficiaries who have requested Part D with-
holding from Social Security benefits and who were mailed a sub-
sidy application but didn’t return it. We will be contacting them by 
phone or by mail and we want to see if we can assist them in ap-
plying for the extra help. We will also continue to use our routine 
agency mailings, such as COLA notices, to inform the public about 
the subsidy. 

So, what has resulted from all this effort? Well, as of January 27, 
almost 4.4 million people have applied for the extra help. We proc-
essed almost 4.1 million, or 93 percent of those cases. Almost 
700,000 cases did not require a decision by SSA because the person 
was already deemed eligible or they had filed a duplicate applica-
tion. But of the 3.7 million applicants who do require a decision, 
we have now made determinations for over 3.4 million of them and 
found nearly 1.4 million of those individuals eligible. That is a 40 
percent eligibility rate. 

In conclusion, I want to express Commissioner Barnhart’s appre-
ciation and my personal thanks to Congress for providing SSA with 
the resources that we needed to begin this challenging process. 
Your assistance in fiscal years 2004 and 2005 made it possible for 
us to hire more than 2,500 employees to work on implementation 
of MMA provisions. It also allowed extensive training for thousands 
of on-duty employees and made possible the design of critical new 
computer systems. Your support has truly been crucial. 

We look forward to working with the Committee as we progress 
with implementation of the extra help program, and we appreciate 
this opportunity to tell our story and will be happy to answer ques-
tions.

The CHAIRMAN. Thank you very much, both of you, for, again, 
your presence here and your testimony. 

[The prepared statement of Ms. McMahon follows:]
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The CHAIRMAN. Mark, I think, obviously, the question in all of 
our minds is, while many of the problems we are raising today are 
problems we foresaw last March when we had a hearing here, but 
clearly the transition didn’t go as smoothly as we would’ve liked. 
I mean, why, with all that advance notice, has there been such a 
difficult transition? 

Dr. MCCLELLAN. We did have a lot of discussions about the tran-
sition issues for the new Part D benefit and I really commend the 
committee on a bipartisan basis for paying close attention and hav-
ing many constructive ideas about how we could make the transi-
tion go smoothly. You will recall when we talked last spring, we 
raised a lot of issues around long-term care pharmacies, about 
making sure that plans would comply with the necessary support 
that those pharmacies needed for their nursing home beneficiaries. 
We talked about coverage of needed drugs for people with mental 
illnesses and other conditions where the specific drug really 
mattered.

In many of these areas, we were able to make further enhance-
ments in the program to address concerns, about everything from 
packaging issues in nursing homes, to new kinds of support to help 
nursing homes identify the plans their beneficiaries are in and bill 
them properly, to expanding and being clear about the broad for-
mulary coverage requirements for people with mental illness, HIV-
AIDS, and other serious conditions. 

We also talked about the transition issues for people who were 
dual-eligibles around January first and steps that we could put in 
place to make sure they got their medications at the pharmacy and 
we took those suggestions, like getting in place this automatic in-
formation system that many pharmacists have been able to use to 
avoid the phone calls that they routinely have to face when people 
start a new program. 

The CHAIRMAN. Isn’t it true you have also extended the enroll-
ment deadline from 30 days to 90? 

Dr. MCCLELLAN. The transition coverage has been extended to 90 
days.

The CHAIRMAN. Ninety days. 
Dr. MCCLELLAN. We talked last spring about the importance of 

transitional coverage and we are watching that very closely, as are 
the plans, to make sure we have got that in place for a long enough 
period for people to smoothly decide whether or not the drugs they 
are on now could be switched with alternatives. But again, we have 
got broad formulary requirements in place now for the drugs for 
conditions like mental illnesses and cancer and AIDS where it real-
ly matters. 

So that dialog with you all has been extremely helpful and we 
are going to continue taking every step we can to make this transi-
tion go smoothly. It was a big change on January 1 with the entire 
dual-eligible population moving over, as required under the statute, 
and suggestions, the input that you all had in this process has been 
very helpful for limiting the number of cases where people have 
had significant difficulties and we will keep working very closely 
with you to address the cases that we are seeing, to find the prob-
lems and fix them. 
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The CHAIRMAN. I am also mindful that Secretary Leavitt an-
nounced or assured the States that their costs in this transition 
would be reimbursed. 

Dr. MCCLELLAN. We did. We had an announcement about that 
last week. We have been working closely with the States on the 
best mechanism for providing this reimbursement and many of the 
State Medicaid directors, other State officials that I talk with fre-
quently have had some very constructive ideas on how to do it. We 
have seen many States working closely with us, just like Senator 
Santorum mentioned, Pennsylvania’s close work with our regional 
office. The same thing is happening in Oregon, Delaware, and 
many other States to limit the number of cases where there are dif-
ficulties and to get people connected with their coverage quickly. 

So we have put forth a reimbursement program based on a dem-
onstration, a model waiver. We have the details of that program 
coming out right away, basically just a checklist that States can go 
through for following these best practices to get people connected 
with their coverage and we will handle the reimbursement. The 
State submits the claims to us. We work on reconciling—we do the 
work for reconciling them with the plan payments, and for any dif-
ference in higher Medicaid payments than what these competitive 
plans are paying, we will make up that difference, too, and we will 
also pay for any reasonable administrative costs in the process. 

The CHAIRMAN. I have heard horror stories, Mark, about long, 
long call waits for people trying to get information. Have you 
beefed up the call center? 

Dr. MCCLELLAN. We have, and I know we have been working 
very closely with your staff on monitoring how the call center’s 
work is going. In the very early days of the program, we had rel-
atively long waits on our line at 1–800–MEDICARE. I am proud 
to say that we have kept those average wait times, even during the 
first week in January when we had the largest number of these 
complaints and transition questions. We had the wait times under 
5 minutes. We have been monitoring it closely since then. It is 
under a minute for the most recent days and definitely no more 
than a few minutes at any time during this month. 

We are also very pleased at how many of the prescription drug 
plans have responded. Many of these plans quickly, after the first 
week or two, staffed up their own help lines for customers, for 
pharmacists, and others. We have been monitoring those wait 
times and we have seen them come down substantially to accept-
able levels of just a few minutes for many of the plans and we want 
to make sure all the plans get there, and that is why we announced 
yesterday that we are going to be taking some further steps to 
monitor and even publish the performance measures for these 
plans.

The CHAIRMAN. Senator Kohl. 
Senator KOHL. Thank you, Mr. Chairman. 
Dr. McClellan, why not allow Medicare to negotiate maximum 

discount from the pharmaceutical companies? These are actual tax 
dollars we are talking about, and if the program meets anywhere 
near its expected projected costs over 10 years, $750 billion—who 
knows what it will cost—a 20 percent discount is $150 billion. 
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Wouldn’t you expect taxpayers to expect the government to get 
these prescription drugs at the minimum price necessary? 

Dr. MCCLELLAN. I expect our program to get the best possible 
cost for implementing this program. That is why we are very 
pleased with the results that we are seeing so far based on the ac-
tual costs of the program that is coming in, where the drug plans 
are competing and getting the costs of coverage down way below 
what had been projected. We are seeing cost projections now, these 
numbers that we released today, showing costs that in 2006 are 
going to be 20 percent lower for the Federal Government than had 
been forecast. As our actuaries and other independent experts had 
said at the time, they do not believe that with the steps that we 
have in place to encourage strong competition, to encourage price 
negotiation to get lower prices to beneficiaries, that any additional 
government price negotiation would save more money. 

Our concern about more government negotiation is, as you know, 
the way the government can get lower prices, the same thing that 
many of the plans have done but we regulate very carefully, they 
do it by narrowing the formularies. This is how the VA plan, which 
has a considerably narrower formulary than we have required the 
Medicare plans to have, means that many people would not be able 
to continue taking the drugs that they are on right now, the ones 
that their doctors have prescribed and that they have decided, or 
they may want to decide they want to continue, even if they are 
not on a formulary. 

So we are very concerned about making sure that our 
formularies are broad enough and that the plans negotiate and get 
the lowest possible costs of coverage, and that is exactly what is 
happening. That is why the costs of this drug benefit for each per-
son covered is coming in so much lower than people had expected, 
and that means savings for beneficiaries in the lower premiums, 
savings for the Federal Government, and savings for States, that 
25 percent lower claw-back payment that I mentioned earlier. 

Senator KOHL. Well, that is well and good and I am sure that 
argument in your mind is a very strong one, but when you have 
a single buyer, in this case Medicare, negotiating for a huge dis-
count based on the size of their purchase, all the evidence is that 
you get a much bigger discount than if you have, like 46 different 
plans negotiating their own much smaller discount based on their 
purchases. All the indications are that the bigger your buy, the big-
ger your discount, and apparently you are saying that that law of 
business is not true. 

Dr. MCCLELLAN. Well, these drug plans include—many of these 
plans are large health care organizations that already cover mil-
lions of Americans under 65, millions of Federal workers and retir-
ees, and so have very large population bases, so they can drive 
those stronger discounts. Again, that is what we are seeing. If you 
include not just the low prices—there have been some studies that 
have come out recently that kind of tilt the scale by counting Med-
icaid rebates in the Medicaid price side but don’t count the rebates 
that the private plans are also getting and that they are required 
to incorporate in the payments they get from us and the bids that 
they put in. When you do that, you see low costs. 
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That is why we are hearing from many States that in their Med-
icaid plans, where the State does the negotiation, their costs are 
expected to be higher than under the drug plans. That is why we 
are having to supplement what we are paying some of the States 
in this repayment program beyond what the drug plans would pay 
for the same drugs. 

Senator KOHL. I appreciate that. I would just end the subject in 
terms of my inquiry this morning by saying that after 1 month, to 
make a projection is almost ludicrous, and to expect us to sit here 
and say, well, that is the deal, 1 month in, that is the deal, you 
know—you know that you should not make that with any cer-
tainty. It is just a number you are throwing out. It is no different 
than so many of the projections that come out from this adminis-
tration about the costs of the deficit, the costs of this, the costs of 
that, and it turns out to be wildly inaccurate. So we take what you 
say this morning as being sincere, but as certainly not the last 
word.

Dr. MCCLELLAN. I agree with that. We should keep watching 
very closely on this and every other aspect of the program. This is 
the first time, though, that our independent actuaries have been 
able to incorporate actual data from the cost of this benefit as it 
is actually being delivered in doing their estimates. 

Senator KOHL. On another subject, the pharmacies that have 
been filling prescriptions and not getting paid, Senator Burns said 
a minute ago that they are going to get reimbursed, but as you 
know, nothing has been determined with certainty with respect to 
that. As you also know, many of them are paying out money from 
their pocket, money they don’t have, and they need to be reim-
bursed immediately and they deserve to be reimbursed as soon as 
they present the evidence. How we are going to get that thing 
done?

Dr. MCCLELLAN. Well, as I have talked to pharmacists and phar-
macy leaders around the country, which we do on an almost daily 
basis—which I do on an almost daily basis and our staff all over 
the country is doing regularly, as well, this is now getting to be one 
of the top levels of concern, and one of the reasons is that we have 
had a change in the way the pharmacy contracts work. Up until 
now, for many of the people who are covered by the drug benefit, 
they were previously covered in Medicaid, which had one payment 
schedule, typically paying once a week, or people who were paying 
cash, and those are people who would pay right at the time, often 
very high rates, but right at the time, right at the pharmacy 
counter.

Under the contracts that the pharmacies have with the drug 
plans, they get paid several times a month based on claims sub-
mitted, and so we have had a period over the last couple of weeks 
where the claims have started going in but the checks haven’t 
started coming out. Now, we are watching very closely to make 
sure that the drug plans pay according to the contractual payment 
schedules that they have set up. Those payments have started to 
come out recently. Some plans pay every 10 days. They have al-
ready sent out millions of dollars in payments. Others pay every 
15.
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Those checks are going out starting right now, and we want 
pharmacists to know that if they are having problems getting the 
contractual terms met, that is one of the areas where CMS mon-
itors complaints and we will help enforce those contracts. But there 
are a lot more things that we can do to help pharmacists that I am 
sure are going to come up later in this hearing and I want to talk 
about those, too. 

Senator KOHL. Thank you, Mr. Chairman. 
The CHAIRMAN. Senator Carper. 
Senator CARPER. Thanks. Thank you for your testimony. I 

thought it was helpful. I want to ask for a clarification, if I can, 
from Ms. McMahon. I said in my opening statement that I think 
that there are about eight million eligible beneficiaries, low-income 
beneficiaries for this program, and I said, to date, only about 1.1 
million people had been found eligible. That was through December 
31. I think I heard you say that——

Ms. MCMAHON. As of January 27, that number is 1.4 million that 
we have determined eligible. 

Senator CARPER. Here is my question. Does that mean that there 
are roughly another just under seven million eligible low-income 
beneficiaries that we still have to potentially be signed up for this 
benefit?

Ms. MCMAHON. Well, I would have to put the answer to that this 
way. We sent out almost 19 million notices to people to say, ‘‘you 
are potentially eligible’’. We knew that not all of them would be eli-
gible, but we wanted to cast the widest net we possibly could to 
make sure that anybody that had any hope of being eligible, we 
would contact, and we are trying to follow up with those folks. 

What is the actual right number of people? One of the things we 
are finding out is that there are more people who have higher re-
sources than we expected, which in a way shouldn’t be a surprise 
because a large part of the population are people who went through 
the depression and World War II. They saved money. Maybe they 
don’t spend like my generation does. So they have higher resources 
than we expected. In fact, even with $10,000 and $20,000 resource 
limits, they have maybe $17,000 more over that. So we don’t know 
exactly how many people are eligible. 

Senator CARPER. We know it is more than 1.4 million. 
Ms. MCMAHON. Yes, we do. 
Senator CARPER. I would just urge you to increase your efforts, 

continue your efforts to help us find them, help them sign up, OK? 
Ms. MCMAHON. We are going to do that, and in fact, we are hop-

ing that we can get ideas——
Senator CARPER. That is all I want to say. That is all I want to 

say because I have got a lot of questions here I want to get into——
Ms. MCMAHON. All right. 
Senator CARPER [continuing]. But thank you. Dr. McClellan, this 

is a question that could be for either of you. Just help me on this. 
If a person signs up, picks one of these plans, in my State we have 
got a whole lot of plans, I think a whole lot more than I expected, 
and I think it is part of the confusion for pharmacists and for sen-
iors, as well. But if somebody signs up, as I understand it, in a par-
ticular plan, they think it is best given the medicines they take, do 
I understand that the plan itself can change and maybe, say, drop 
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out coverage, decrease coverage for some of the medicines, and we 
will say that happens in April, then do I understand that the bene-
ficiary, the senior citizen, has to wait until the end of this calendar 
year in order to be able to change plans and pick out a plan that 
better suits their needs? 

Dr. MCCLELLAN. Well, first of all, as you know, Senator, the drug 
plans all have to meet our broad formulary requirements. These 
are broader than the requirements in many Medicaid prescription 
drug programs, broader than the VA formulary requirements. 
Eighty of the top 100 drugs are typically covered by plans, so that 
the plans are having broad formularies to start with to make sure 
all medically necessary drugs are available. 

Plans can change their formularies, and I want to talk about two 
different kinds of cases. One is when something new happens in 
medical knowledge or medical treatment availability, so there is 
new information suggesting that a drug shouldn’t be used in cer-
tain circumstances or a new generic version of a medicine becomes 
available. Those are things that the plans should incorporate in 
their formularies to help make sure people get the right treatments 
for their conditions at the lowest cost. 

Plans have an ability to change formularies otherwise, but only 
if they replace one drug with another drug that is in the same cat-
egory, works in the same way, and offers as good of benefits to the 
patient. But in order to do that, several things have to happen 
first. First, they have to submit this information to us to have a 
CMS approval for making any such formulary change. Second, they 
have to give advance notice to their beneficiaries so that there is 
plenty of time for the beneficiary to determine whether they should 
stay on the drug they are on now or whether going to this other 
less expensive alternative is better for them. 

So far, we have seen no cases of that occurring. We also had 
some experience with this with the drug card that was in place for 
a couple of years and that millions of people use to lower their 
prices. There were also concerns that this would happen then. We 
monitored. Again, we saw essentially no cases of such formulary 
shifting. We are going to watch very closely to make sure the plans 
continue to provide the level of coverage that they have promised 
from the beginning. I think they have generally every intention of 
doing that, but we are going to verify that that happens. 

Senator CARPER. Be vigilant. Be vigilant. 
Dr. MCCLELLAN. Yes. 
Senator CARPER. We have established in Delaware a Delaware 

Prescription Assistance Drug Program when I was privileged to be 
Governor of our State. A lot of States have them, as you know. 

Dr. MCCLELLAN. Yes. 
Senator CARPER. CMS recently announced the waiver process 

would allow States to be reimbursed for costs that they incur in 
paying for drugs for dual-eligible beneficiaries. However, a number 
of States like my State, and I think like probably half of the States 
that are here represented on this committee, States where we are 
incurring costs for other low-income beneficiaries, like those in our 
own State Prescription Assistance Program, I am told that—I met 
with our Secretary of Health and Social Services recently and I 
learned from him that our State’s Prescription Assistance Program 
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has over, I guess, over 10,000 enrollees now, which is a lot for a 
tiny State and has really stepped up to the plate to help enrollees 
navigate the new benefit and we are trying to blend the two to-
gether so that we really dramatically increase coverage and use the 
strength of both programs. 

In some cases in Delaware, we are incurring costs for the Dela-
ware Prescription Assistance Program enrollees who have enrolled 
or tried to enroll in a Part D plan but have not yet been recognized 
by the plan as enrolled. Here is my question. Will CMS open the 
waiver process to States like my own and like others who have es-
tablished their own Prescription Assistance Programs and who 
have incurred unnecessary costs in other State programs? I would 
ask that if you can get into that now, fine, but if now, I just really 
would ask that you and your folks address it. 

Dr. MCCLELLAN. The reimbursement plan that we have dis-
cussed does apply to State assistance programs for other low-in-
come individuals, other partial dual individuals who were enrolled 
in the Medicare program and either they or their—because of 
issues with the pharmacy, they didn’t get the coverage they should 
have received. So that is part of our program. 

I want to say, as well, that the program in Delaware, like in 
many other States, is terrific. It is going to get a lot of help from 
the new Medicare coverage because you now only have to wrap 
around the basic Medicare benefit, and Senator, I would like to 
make sure we follow up specifically with you to resolve these issues 
in Delaware. We have had a very close working relationship with 
you and the State and I want to make sure that continues as we 
work through these transition issues. 

Senator CARPER. My time has expired. I would just add, if I 
could, one last sentence, Mr. Chairman. The folks that are in our 
Delaware Prescription Assistance Program are not dual-eligibles. 
They are not dual-eligibles. They are low-income. 

Dr. MCCLELLAN. Let me follow up with you. If they are not dual-
eligible or low-income, we will work directly with you and the State 
on addressing this. 

Senator CARPER. Thank you so much. 
The CHAIRMAN. Thank you. 
Senator Clinton. 
Senator CLINTON. Thank you, Mr. Chairman. I want to start by 

trying to get some clarification. Senator Burns said that CMS is 
committed to reimburse pharmacies. My understanding based on 
what Secretary Leavitt told the Finance Committee is that he did 
not want to make such a commitment at this time to reimburse 
pharmacies and that, in fact, the pharmacies will need to seek re-
imbursement through private drug plans. Is that correct? 

Dr. MCCLELLAN. Well, pharmacists that have done a terrific job 
in stepping up with the implementation of this program need to be 
paid for the drugs that they provided and we are going to make 
sure that the contracts with the drug plans are enforced, and if 
there are any difficulties in making those payments, we will help 
ensure the payments do take place. 

Senator CLINTON. Well, that is an important commitment. I 
would just suggest, though, that given all the confusion, oftentimes 
pharmacists don’t even know which plan a beneficiary is enrolled 
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in. They are going to have to go back and get that information. 
These contractual obligations may be difficult for them to enforce. 
I think many of us expect that these pharmacies will get reim-
bursed one way or another and we will look to CMS to ensure that 
that does happen. 

I have a series of questions, Dr. McClellan, and I would appre-
ciate brief answers because I know we all have a lot of information 
we are trying to get out. 

Will you support our legislation to waive fees and copayments for 
dual-eligibles in assisted living facilities? 

Dr. MCCLELLAN. We are strong supporters of getting people into 
assisted living. We need to hear more about how this legislation 
would work. We are already working with a number of States that 
are picking up those copayments and combining it with some of the 
home and community-based waiver services, some of the other pro-
grams that already exist to help people in assisted living. 

So we would like to hear more about the legislation, and in the 
meantime, we are going to do what we can under current law to 
help States fill in those copays, and many States are already either 
doing that or considering doing that. As you said, they are limited 
copays from the overall budget standpoint of a State. They are very 
important for those particular individuals and we want to do all we 
can to help people get out of institutions. It is a strong commitment 
of this Administration and we will work with the States and defi-
nitely want to talk with you further about your legislation. 

Senator CLINTON. Well, we will move quickly on that because 
right now, there is a tremendous burden being imposed. So as 
quick as you can get some assessment as to the best way to do 
that, we need to hear it because we can’t let this just linger on, so 
I appreciate your willingness to work with us. 

I am also concerned about the additional problems that we are 
encountering with respect to mental illness. Will you provide us 
with data on the numbers of beneficiaries that file appeals to plans, 
the number of successful appeals and rejections by plans, and infor-
mation on the timeliness with which plans handle appeals? 

Dr. MCCLELLAN. We definitely want to work with the committee 
on that. I think that is an important part of the oversight and our 
continuing interaction on making sure that implementation goes as 
smoothly as possible. I would point out that with our extension of 
the transition period for another 60 days, people who are on medi-
cations now are going to continue them. I also point out that we 
have very broad formulary requirements, essentially all drugs for 
mental illnesses, especially for people who are already stabilized on 
those drugs. So I wouldn’t expect to see a lot of information on ap-
peals from this particular area for a while because of these other 
steps that we have taken. But we definitely want to keep a close 
eye on that with you. 

Senator CLINTON. Now, your announcement that you will reim-
burse States requires that States cease using State reimbursement 
systems and return to the Medicare prescription drug system by 
February 15. In light of the problems we have seen, would you re-
consider continuing to assist States that may have to step in and 
pick up costs for their citizens who are not getting their benefits? 
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Dr. MCCLELLAN. Senator, the payment program does include an 
opportunity to extend its period beyond February 15. What we ex-
pect, based on what we are seeing from many States already, is 
that there are specific steps that States can take to minimize bill-
ing into the State systems. Those kinds of steps, we expect States 
should be able to put in place by the middle of February if not 
sooner, and that is going to drive down the use of State reimburse-
ment in the cases where States haven’t done that yet. 

Senator CLINTON. But in the case of the exceptions——
Dr. MCCLELLAN. But if there are still exceptions needed, if there 

is still additional limited help needed beyond that, that definitely 
is part of the waiver process, as well, and we would discuss that 
with the particular State. The goal here that we have is the same 
as the States have, is to get these beneficiaries, all of these bene-
ficiaries, transitioned to their Medicare coverage as quickly as pos-
sible.

Senator CLINTON. Dr. McClellan, with respect to the plans re-
quiring forms, some as long as 14 pages, for doctors to fill out, you 
have requested that the plans discontinue this practice, but at least 
according to our information, it does not yet seem to have taken 
hold. Will you require the plans to end this practice? 

Dr. MCCLELLAN. We have been watching this very closely, too. I 
am pleased that many of the plans have taken steps or already 
have in place steps to have a smooth and straightforward excep-
tions and appeals process. We have also worked very closely with 
pharmacy groups, medical groups, and others to develop a model 
form that is very straightforward, exactly as you are discussing. 

I think we have talked about how some of the benefits of com-
petition here, getting to lower costs, but obviously what many bene-
ficiaries want right now is more simplicity and I think you are 
going to start seeing the market respond and the plans respond to 
that. That is what people want, is a straightforward way as pos-
sible to use these benefits. We are going to help push that along 
by working with the plans and pharmacy groups on things like a 
standard exceptions and appeals form. So I think you will be hear-
ing more about that in the days ahead. Remember, we have got 60 
more days with the extension of our transition coverage period to 
help make sure these processes work as smoothly as possible. 

Senator CLINTON. I highly commend the idea of a single form. It 
has been my experience that insurance companies thrive on com-
plexity and confusion in the health care arena, so the more it can 
be simplified, I think the more money we will save, the quicker we 
will get the services out to the people who need them, and the bur-
den will be removed from doctors who shouldn’t be spending their 
time filling out forms to make a case for a drug that they have pre-
scribed for years for their patient. 

Mr. Chairman, I really thank you for having this hearing. I hope 
we have a continuation of these hearings. I share my good friend 
Senator Kohl’s skepticism about costs. I, a long, long time ago, took 
a course in consumer law and the concept of bait-and-switch has 
stayed with me ever since, so this has to be watched extremely 
closely if it is going to have the benefits that we want it to have 
for people. Thank you. 

The CHAIRMAN. Thank you. 
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Senator Talent. 
Senator TALENT. Thank you, Mr. Chairman. 
Director McClellan, on page two of your statement, you have a 

graph which I have been trying to understand. In the statement in-
troducing it, you say that there were 15 million people with drug 
coverage on December 21 and 24 million on January 14. Would you 
explain that a little bit? 

Dr. MCCLELLAN. The increase in enrollment related to more peo-
ple signing up on their own, more retirees registering for coverage 
to get support for their retiree coverage, as well, and that is what 
has gotten to the number that now exceeds——

Senator TALENT. So those retirees had the coverage, but what 
they now have is a subsidy in addition to it? 

Dr. MCCLELLAN. They didn’t have a subsidy, and what they 
didn’t have was much security in keeping that coverage in place. 
As you know, in Missouri, a lot of retiree plans have been dropped 
or cut back. The plans now have new support from us to keep them 
in place and to keep high-quality benefits there, and there are hun-
dreds of firms and thousands of beneficiaries in Missouri who are 
taking advantage of this new help. 

Senator TALENT. So what you are saying is that there are nine 
million additional people who are receiving some benefit because of 
the new program. 

Dr. MCCLELLAN. I would say it is even more than that. It is true 
that many of the people who are in the Medicare Advantage health 
plans—those are the HMOs and the PPO plans in Medicare that 
existed before, in many cases, before 2006, those plans did have 
some drug coverage in many cases. They all offer extra benefits 
and lower cost for the people who enroll in them. That is why many 
seniors, and more and more seniors are signing up for those plans. 

What the drug benefit allowed them to do was enhance that cov-
erage. So instead of having $250 worth of help for a quarter that 
just ran out, people now have a relatively comprehensive drug ben-
efit and it costs less and it offers more coverage, less of a doughnut 
hole, no deductible, things like that, that are not available in the 
basic Medicare benefit. So people in Medicare Advantage——

Senator TALENT. Superior to what they had under the HMOs? 
Dr. MCCLELLAN. Exactly. Similarly, the retiree coverage trends 

over the last years have been steadily downward. We have seen 
that halt with the result of the new subsidy being implemented. 
Then there are millions more people, including many, many in Mis-
souri, who are getting new drug coverage who didn’t have it before 
and saving a lot of money. 

Senator TALENT. So the nine million figure is people who didn’t 
have any drug coverage before who now have it, plus people who 
were on HMOs who are now on Medicare Advantage and getting 
improved coverage. 

Dr. MCCLELLAN. I think the figure is even larger than that. I 
think that is—what you are looking at is a change in enrollment 
between the last part of December and early January. Going into 
the last part of December, there were already many people who 
had enrolled either through a Medicare Advantage plan or a retiree 
plan or something like that. 
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Senator TALENT. Well, since we may evidently have a debate on 
whether to scrap the whole thing, it might be a good idea for us 
to get down exactly the benefits people are getting, and my sense 
of it is that there are millions of people around the country——

Dr. MCCLELLAN. Oh, yes. 
Senator TALENT [continuing]. Who are getting a substantial addi-

tional benefit, either coverage that they did not have or better cov-
erage or stabilization of the private retiree coverage that they had. 

Dr. MCCLELLAN. That is right, and they are——
Senator TALENT. I am certainly running into a lot of people in 

Missouri who are saying, ‘‘Boy, I was paying out of pocket before 
and I am not now,’’ so maybe we ought to really get a total of the 
number of people in the country who would lose benefits if we went 
back to square one. 

Dr. MCCLELLAN. That is many millions of people who would lose 
benefits——

Senator TALENT. Because that is the balance on the other hand. 
I mean, it is good to have a hearing on the problems, and I have 
been living with that because I have been out, as you know——

Dr. MCCLELLAN. I know you have. 
Senator TALENT [continuing]. Because I have called you from the 

road on some occasions where I had cell phone coverage, and I have 
been living with some of those issues, also. But we have to have 
the balance and realize why we did all this and what is going to 
happen if we go back to square one with it. 

Let me ask you a couple of questions. I am going to submit more 
for the record. One, and I have taken some real-life questions from 
people who have had issues. This one lady is trying to find out 
whether a particularly rather exotic and necessary drug that she 
has been taking since July of last year is covered under the plan 
that she was auto-enrolled in and she is having trouble getting a 
response from CMS. We hear about this. I mean, I hear some peo-
ple say, ‘‘I called, I got through, no problem.’’ Then I have other 
people who say, ‘‘We are getting a run-around.’’ 

How big is the problem, in your judgment, for people who are 
calling CMS and what is the difficulty? Is it that during peak hours 
everybody is calling and not enough on off-hours or whatever? 

The second point that was raised with me, I thought was a very 
good one, and maybe we need to do this rather than you, but the 
Agencies on Aging have done heroic work on this, the senior cen-
ters——

Dr. MCCLELLAN. Yes, absolutely. 
Senator TALENT. I mean, I don’t know how they rolled out Medi-

care originally without these, but they have just been tremen-
dous——

Dr. MCCLELLAN. Absolutely. 
Senator TALENT [continuing]. Just great about it and so construc-

tive, and they have had to put a lot of time and effort into it. I 
wonder, do you have any plans, or do we need to do this legisla-
tively, to maybe help compensate them because they really put an 
enormous amount of effort. They didn’t do it to get money from the 
government. They did it to help the seniors. But it would be good 
to compensate these because they have spent a lot of time and ef-
fort on it, and that was raised with me. 
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Do you want to comment on those two, and then I will submit 
the other questions? 

Dr. MCCLELLAN. Absolutely, Senator, and thank you for all your 
effort. I appreciate the phone conversations and keeping in close 
touch about how things are working on the ground in Missouri. 

Senator TALENT. That is very polite of you, because I have called 
up to complain on occasions——

Dr. MCCLELLAN. That is no problem. It is part of the job. The 
Area Agencies on Aging, senior centers, other local partners, we 
have tens of thousands of them around the country, are doing a 
huge amount of work to help people find out about the new benefits 
and take advantage of it and they really are a tremendous re-
source. They are helping people get through. They hear a lot of 
things. My gosh, there are a lot of plans. What does this mean for 
me? They turn it into, practically, you know, here is the plan that 
is relevant for you. Here is how you can sign up and save money 
in just a matter of minutes. They are helping around the country 
millions of seniors do that. 

We have doubled our budget for supporting the State Health In-
surance Assistance Programs. We have enhanced our collaborations 
with the Administration on Aging, which provides funding and en-
hanced funding for many of these groups. We are also adding to 
this effort with a grassroots network around the country. There are 
many faith-based organizations, many advocacy organizations, 
many seniors organizations that don’t get government funding but 
now are working more closely together with these federally and 
State and locally sponsored groups than ever before. In States 
where this has happened most successfully, it has really taken a 
lot of the load off these Area Agencies on Aging to enhance and ex-
tend their resources substantially, so we truly value their support 
and we are going to continue this higher level of funding. 

Senator TALENT. It has really validated the Older Americans Act 
structure, Mr. Chairman——

Dr. MCCLELLAN. Oh, absolutely. 
Senator TALENT [continuing]. Because they have just been abso-

lutely essential. I am sorry, 30 seconds. I know others have the 
same issue. My pharmacists are less concerned about what they do 
with transition issues. Obviously, they are concerned because peo-
ple need to get the pharmaceuticals they need to get reimbursed, 
but the way the system is set up, independent pharmacies in small-
er towns are going to be at a structural disadvantage in terms of 
reimbursement. You and I have talked about this. Tell me what 
your thinking is on it now and maybe what we can do to help them 
that will not undermine the basic structure of law, and then I am 
done. Thank you. 

Dr. MCCLELLAN. The community pharmacists are doing terrific 
work, especially in rural communities. From hearing from them, 
there are several things that we know that we can do to help that 
I think they would find useful. One of them is making sure that 
the contracts that the plans have with the pharmacies are en-
forced, and that includes also other requirements like network re-
quirements. In many of these rural communities, as some of you 
have mentioned, there is just one pharmacy there. Maybe Senator 
Salazar mentioned it. They are the main focus of support in the 
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community. Well, those pharmacies need to be part of the network 
in order for the plans to meet our access requirements under the 
drug benefit. So we will make sure that the plans meet the access 
requirements and that means that they are going to have to pay 
the pharmacies enough for them to meet their costs and participate 
in the program. 

Also, many of the community pharmacies have faced added bur-
dens because of differences in the messages that they are getting 
from the different plans because they may not have been able to 
use all the support tools that we have set up and we intend to be 
available for every pharmacy right off the bat. We have taken some 
new steps to work with the software vendors and the other organi-
zations that support these community pharmacists, as well, so that 
we can help make sure they are able to continue to provide a high 
level of service. 

This is going to be an ongoing concern for us. This is a big 
change in the way pharmacies bill, especially many community 
pharmacies, a big change in the way their work process goes and 
their business process goes. So I think the best thing for us to do 
is to keep in close touch about these issues and make sure that we 
are continuing to respond to the ideas that we hear out in the field 
about making the benefit work as smoothly as possible. 

The CHAIRMAN. With the indulgence of my colleagues, the order 
is next Senator Burns and Senator Martinez. Senator Nelson has 
one burning question and needs to be across town in a minute. Do 
you mind if he asks that first? 

Senator BURNS. Let him burn the barn down. 
The CHAIRMAN. All right. Senator Nelson? 
Senator NELSON. Thank you to my colleagues. This is just a fol-

low-up to the earlier conversation. Dr. McClellan, could you tell us 
for the record CMS’s, your shop’s, position with regard to extending 
the Medicare deadline for 2006 and also whether CMS supports al-
lowing seniors to change plans once during 2006 if they make a 
mistake?

Dr. MCCLELLAN. Senator, we are not supporting that legislation 
at this time. What we are focused on right now are the main topics 
that have already come up at this hearing, which is to make sure 
that everyone is able to take advantage of the new coverage, and 
we have seen a lot of progress on that because we have identified 
the problems, have been taking steps to fix them, and we are 
seeing millions of prescriptions getting filled. We are seeing tens of 
thousands of people signing up every day. That is still the No. 1 
topic on calls to 1–800–MEDICARE. We are helping people find out 
about what the coverage means for them and sign up in a matter 
of minutes. So anybody who has questions calls at 1–800–MEDI-
CARE and go to the many events going on around the State of 
Florida right now to find out about the coverage. 

So that is where we are focused right now. I am sure we are 
going to have a lot more discussions about this in the days and 
weeks ahead, though. 

Senator NELSON. Thank you, Mr. Chairman. We are going to 
take this issue up later today in the amendments to the tax rec-
onciliation bill, and thank you to my colleagues for your kind op-
portunity for me to ask the question. 
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The CHAIRMAN. Thank you, Senator Nelson. 
Senator Burns. 
Senator BURNS. Thank you, Mr. Chairman. 
I asked the question a while ago as far as what actions we take 

as Congressional offices and our attitude toward the program and 
why it is so important. I go back to the days when they issued the 
card, you know, the drug card. The rhetoric was so negative that 
a lot of people did not even attempt to go sign up for their discount 
card and therefore went and paid a lot of money out of their pock-
ets when they could have been saving about $600 a year——

Dr. MCCLELLAN. Or more. 
Senator BURNS [continuing]. Or more, because they were afraid 

of it. So I think the way we approach this will not only decide the 
fate of the program, but it will also provide seniors with some con-
fidence that this is designed for them, and as we see glitches along 
the line, we will fix those. That is a point of legitimate debate here 
as a policymaker goes. So that is why I said that a while ago just 
absolutely throwing it out and saying, well, it is a bad program and 
then scare them further does not accomplish a great deal if this is 
for the benefit of them, and that is the reason I asked for that. I 
still say that—and we have got to have some way as Congressional, 
but I will say that the resource centers, senior citizen centers in 
Montana have been marvelous and that works. 

Now, we have a little different circumstance in Montana. How 
about my reservations? When we say rural areas, Dr. McClellan, 
as you know, in Montana, we have got a lot of dirt between light 
bulbs out there and these smaller rural pharmacies have a hard 
time making a go of it in our smaller farm communities and now 
they are asked to do some things that sometimes puts a real finan-
cial burden on them. It was my understanding that that commit-
ment had been made, and I think it has been, but we have got to 
make sure of that. 

Have we made any kind of an effort by your office for an out-
reach to my reservations, because as you know, we are dealing in 
a different kind of a circumstance there than we are, say, with the 
average Montanan? 

Dr. MCCLELLAN. Absolutely. I have participated in a number 
meetings with tribal leaders from around the country, including 
representatives from some of the tribes in Montana. The drug ben-
efit is for people who are Native Americans, who are Alaska Na-
tives, just as much as for any other beneficiary in the program. The 
drug plans have to offer contracts to the pharmacies on the tribal 
lands. Many of the plans are now serving people in Indian country 
and I am going to continue monitoring that very closely to make 
sure that we work out—there are some special issues in how, for 
example, Indian Health Service Funds interact with the drug ben-
efit. But people who are living in tribal lands definitely should pay 
attention to this program. It can be real help for them, just as 
much as any other American, in lowering their drug costs. 

Senator BURNS. We are going to start a program of outreach to 
those reservations and I would ask if you can have some resources, 
maybe some people or something that we could—and if you have 
done some real background work on it, that is most helpful. 

Dr. MCCLELLAN. We can. 
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Senator BURNS. That outreach, I think, is really needed. I was 
talking to the Chairman of all the reservations that I have in Mon-
tana the other day and that seemed to be a topic of discussion. Of 
course, sometimes, you know, their people, they have a communica-
tions problem, too. We all have communications problems. So that 
outreach is very, very important. So we will be in touch with you 
and I thank you for your testimony here today. You have clarified 
a lot of stuff as far as I am concerned. 

But how can we benefit you? What role do you see we should 
play in carrying that message and to make this work? We want to 
make it work to the maximum if we possibly can. 

Dr. MCCLELLAN. I think your continued close work with us on 
identifying problems and letting us know about it. One of the 
things I have been most impressed with is the way that district 
staffs, the local staffs of your offices, have worked closely with our 
regional offices around the country when you identify someone who 
has a problem to get them into our casework system and get that 
problem fixed, and also to enable us to solve any systematic prob-
lems.

You know, we talked a little bit earlier about this very big con-
cern I have about a particular group of people who are dually eligi-
ble, who have Medicare and Medicaid and were previously getting 
their drug coverage from Medicaid, who we are working right now 
to make sure they can all take advantage of the coverage effec-
tively. That has been our biggest concern. 

For the vast majority of seniors who sign up for this coverage, 
I think the main thing for them to know is if you give it a little 
bit of lead time, things will work very smoothly. So for a typical 
senior signing up, they can save half on their drug costs or more. 
There are lots of places they can go in Montana and every place 
else for help. About a week after they enroll, they will get a letter 
in the mail from their drug plan. Keep that until you get your drug 
plan I.D. card, which will come in a few weeks. If you allow that 
couple of weeks or so between when you sign up for the coverage 
and when you start to use it, you are likely to have a very good, 
smooth experience the first time you use your coverage and you are 
going to start saving on your medicines and have that peace of 
mind from drug coverage, which is a new thing in Medicare. 

Senator BURNS. The only thing I am trying to do is cut down on 
the number of phone lines I am going to have to have to make it 
work. But we want to work with you and we want to work with 
the seniors because I don’t want them left behind. I don’t want 
anybody left out of this program that can take advantage of this 
program because it is designed for them——

Dr. MCCLELLAN. That is right. 
Senator BURNS. To get it in place. Then if we have got some 

problems later on, then let us tackle those problems. 
Thank you, Mr. Chairman, very much. 
The CHAIRMAN. Thanks, Senator Burns. 
Senator Martinez. 
Senator MARTINEZ. Thank you, Mr. Chairman. 
Dr. McClellan, we appreciate your being here today——
Dr. MCCLELLAN. Thank you, Senator. 
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Senator MARTINEZ. All the work that you are doing to make this 
program be a success, which I know it will be in time. It is already 
a success, but even a better success in time. 

In my State of Florida, we have many nursing home residents 
and a number of them, quite a number of them, in fact, are part 
of the dual-eligible population and were auto-enrolled in Part D 
programs. However, many of the programs they were enrolled in do 
not cover the drugs that they need. Under the Federal and State 
regulations, nursing homes are responsible for providing prescrip-
tion drugs to their residents, but they are prohibited by Part D 
marketing guidelines from helping dual-eligibles choose a plan that 
meets their needs. 

So will CMS consider revising its regulations to allow nursing 
home professionals or pharmacists to assist residents in selecting 
Part D plans designed to meet their needs? 

Dr. MCCLELLAN. Thank you very much, Senator, for asking that 
question. The nursing home administrators and staff, the long-term 
care pharmacy staff in the nursing homes are a great resource for 
information about the new drug coverage and they are working 
very hard with us to help all nursing home beneficiaries take ad-
vantage of it. This is a big help for many people in nursing homes 
and many States. The Medicaid payment rates have not been good 
and many of the other nursing home residents are spending thou-
sands of dollars of their own money on prescriptions, so this is a 
very important benefit for them and we want it to work. 

Our guidelines, and just to clarify this, do allow nursing home 
administrators and pharmacists to provide objective information 
about the drug plans. We try to draw the line with steering. So 
there may be a particular plan that—a drug the pharmacist may 
like that is OK from the pharmacist’s standpoint, but when you are 
advising a beneficiary, it is important to use objective information, 
like what the beneficiary’s costs are going to be, whether their cur-
rent drugs are all on the formulary. Things like that are absolutely 
fine for the nursing home administrators, other nursing home staff 
to talk to their beneficiaries about. 

If we need to clarify this further with some of the nursing homes 
in the State, I would be delighted to work with you on doing so. 
We have worked very closely with many of the nursing home asso-
ciations, ACA, ASA, the Alliance, and others to make sure people 
in the nursing homes know what they are allowed to do, and they 
are allowed to provide objective information to help people choose 
a plan. They just can’t steer based on financial, you know, direct 
financial incentives or something like that. But we want to make 
this work for everyone in the nursing homes. 

Senator MARTINEZ. As we run into problems on that, we may get 
with you about seeing how we can break through, but——

Dr. MCCLELLAN. We would be delighted to do that. We have an 
ongoing outreach effort with the nursing home associations and 
through our regional offices with the State and local associations, 
weekly phone calls, things like that that we can use to help get any 
needed clarifications out. 

Senator MARTINEZ. Let me say, I want to say a good word for 
your regional offices. 

Dr. MCCLELLAN. Oh, they have been terrific. 
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Senator MARTINEZ. We have worked very closely with them. They 
have done a terrific job and have really been of assistance to our 
folks as they have tried to help people with the program. We had 
a series of meetings, as many others have done, to try to help folks 
to get enrolled and so forth and they have been a real great re-
source and we appreciate it. 

Dr. MCCLELLAN. I will take that back to them. Thank you, Sen-
ator.

Senator MARTINEZ. With the implementation of the Part D pro-
gram, Medicaid coverage of prescription drugs for dual-eligible pop-
ulation was transferred to the Medicare prescription drug program. 
Do you see any possibility of transferring those beneficiaries exclu-
sively to Medicare so that all of their care would be under one roof 
eventually?

Dr. MCCLELLAN. Well, it is a very—the advantages of coordi-
nated care for dual-eligibles are obvious. They have some of the 
highest costs in our health care system and have some of the high-
est rates of complications from medication interactions, from pre-
ventable complications like bedsores and other problems that lead 
to hospital admission, worse outcomes, and higher cost. 

There are a number of plans in Medicare now called special 
needs plans that provide a broader range of services, including, in 
many cases, coordination with the long-term care services in State 
Medicaid programs. We are looking at ways that we can support 
Medicaid and Medicare work more closely together to provide this 
kind of coordinated care, and as you know, the State of Florida is 
working with us on a new waiver program in Medicaid that would 
give people with a disability and their caregivers more control over 
how they can actually get these kinds of integrated services so it 
is a lot easier to put some of the Medicaid traditional long-term 
care support services together with coordinated care for medical 
benefits and drug benefits with a reform program like Florida is 
working on right now. 

I don’t know that there is going to be major legislation on this 
right away, but I think under our demonstration authorities in 
Medicare, with the new plans in Medicare and with steps like the 
State of Florida is taking, there are some real opportunities to pro-
vide much better coordinated care with fewer complications and 
lower costs to dual-eligibles. So we will pursue that with you, as 
well.

Senator MARTINEZ. Sounds good. One last issue is the phar-
macists and the State of Florida getting paid if plans take too long 
in doing so, so we would be interested in seeing how you will mon-
itor this once a reimbursement system is established to make sure 
that timely payment is made to those that are due. 

Dr. MCCLELLAN. We will be monitoring that closely. We have 
had this time lag now as people switch from one payment system 
to another that hopefully we are going to be getting past with the 
checks really starting to go out last week, this week, and so forth, 
but we will be monitoring that closely. 

Senator MARTINEZ. Thank you. Thank you, Dr. McClellan. 
The CHAIRMAN. Senator Wyden. 
Senator WYDEN. Thank you very much, Mr. Chairman, and 

thank you for all your leadership and Senator Kohl’s, and also a 

VerDate 0ct 09 2002 14:36 May 19, 2006 Jkt 000000 PO 00000 Frm 00082 Fmt 6633 Sfmt 6633 H:\DOCS\27432.TXT SAGING1 PsN: JOYCE



79

bouquet to my colleague from Arkansas who is letting me go ahead 
of her because we have got the intelligence stuff. 

Senator LINCOLN. Oh, we love bouquets. 
Senator WYDEN. You are gracious, as always. 
Dr. McClellan, when I came to the Congress after being director 

of the Gray Panthers for 7 years, I saw that a lot of senior citizens 
would have a shoebox full of private health insurance policies. They 
would have 10, 15, sometimes 20 policies. I wrote a law that 
drained that swamp so that now there are essentially ten policies 
in the private sector where people can actually compare the cov-
erages one to another and actually use the market to make choices 
for them. 

I don’t understand why CMS won’t do that for this prescription 
drug program. I refer you to the testimony of an Oregonian that 
Senator Smith invited, Mr. Kenny, who advocates that. Let me tell 
you what I think has been the consequence of your not using the 
kind of approach I am talking about, that is senior friendly so that 
older people can compare the choices. I think you have done great 
damage during this roll-out to the cause of private sector choice in 
American health care. 

I voted for this program. I want to make it work. What has hap-
pened is instead of using an example like we had with these pri-
vate policies sold to supplement Medicare, we now have in the 
State of Oregon more than 70 choices, more than 70 choices. So 
older people say they can’t compare. They can’t look and say, well, 
maybe this one rather than that one. 

So I think you ought to be moving in a hurry to make this more 
user friendly, more understandable, and there is a model out there 
right in front of you that you can use, the Medigap model for the 
policies older people bought to supplement their Medicare. It is at 
the last page of Mr. Kenny’s testimony where he specifically says 
something like that would be helpful. Can we start on that right 
away, trying to make sure that we do have innovation in the pri-
vate sector. We are all for that. But making these choices more un-
derstandable and specifically will you support looking at this 
Medigap kind of model? 

Dr. MCCLELLAN. Well, Senator, I know how much you have 
worked to make competition succeed for seniors and for other 
Americans and I do want to keep working closely with you on im-
proving how this program is working, as well. What we have seen 
so far is more of a response from the private sector than many peo-
ple, I think you and I included, expected there was going to be in 
this program when the law was passed. That is why the law didn’t 
include, or may be one reason why the law didn’t include these spe-
cific kinds of standards for types of plans. 

The advantage of that is that we are seeing the costs come in 
much lower and benefits come in better than expected. People can 
now get drug coverage through Medicare that is better than the 
standard Medigap policy drug coverage for about a tenth of the cost 
of that Medigap drug coverage. So there are some real advantages 
to the competition and choice that we have seen so far. 

But I absolutely agree with you. I talk to a lot of these seniors 
around the country, as well, that when they first approach this pro-
gram and they haven’t had a chance to talk to a counselor or talk 
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to somebody at 1–800–MEDICARE about which choices are rel-
evant for them and how they can find out how to take advantage 
of the program, that can be a real challenge for them and we are 
trying to break through that now. I do think, also, that now that 
we have seen competition work to bring down costs and improve 
choices, we are going to see competitive give seniors the next thing 
they want, which is more simplicity and more understanding of 
how these choices actually work, and we will be pushing that proc-
ess along. I want to keep talking with you about the best way to 
do that. 

Senator WYDEN. I am still unclear why you think it doesn’t make 
sense for government to try to structure these choices for older peo-
ple so that instead of 70 policies—I am not wedded to a specific 
number—we have whatever the number is so that people can actu-
ally sit at their kitchen table and compare them, because I don’t 
think that the private sector in and of itself is going to produce 
more simple, more understandable policies. It didn’t happen with 
Medigap. It didn’t happen. It happened because people like former 
Senator Dole and the late Senator Heinz worked with me, and we 
said that government and the private sector are going to structure 
the choices. So I will ask you once again, are you saying you won’t 
look at that? 

Dr. MCCLELLAN. I am saying that we do want to look at ways 
to make it easier for people to make—even easier for people to 
make choices among plans. 

Senator WYDEN. Even easier? It is bedlam out there. When you 
use the word ‘‘even easier,’’ talk to Mr. Kenny who is 78 years old 
about what his friends say. 

Dr. MCCLELLAN. And I——
Senator WYDEN. Older people are saying, you can’t even sort this 

out with an advanced degree. They don’t say that with Medigap, 
with their private policies to supplement Medicare——

Dr. MCCLELLAN. I think looking toward simplification is abso-
lutely the next step in this process, now that we have got the ben-
efit in place. If we had tried to put in a standardized benefit back 
when the law was passed, we would have ended up with a deduct-
ible with a doughnut hole with things that people clearly don’t 
want and they are not choosing now. We are seeing people choose 
plans that have the kind of coverage they want and now we need 
to—I agree. We need to help them get to more simplicity. But I 
think the drug plans are competing to do that, too, and that is 
what we want to help along. 

Senator WYDEN. I didn’t propose a Medigap-type amendment to 
this legislation for a reason, because I wanted the private sector to 
have the first crack at it. But I didn’t conceive that the roll-out in 
the last few months would be bungled this way. I don’t think it had 
to be this way. I think you could have worked with the private sec-
tor without a law on a voluntary basis and persuaded them, look, 
let us come up with some uniformity in the terms and make it pos-
sible for people to compare the choices. It could have been done vol-
untarily. It wasn’t done voluntarily. 

Now we have got a mess on our hands and I hope that you will 
work with myself and others because I think it didn’t have to be 
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this way. There is a model that could be an alternative. Read Mr. 
Kenny’s statement. He calls for that in his testimony. 

Thank you, Mr. Chairman. 
The CHAIRMAN. Thank you, Senator Wyden. 
Senator Lincoln. 
Senator LINCOLN. Thank you, Mr. Chairman, and thanks for 

holding such an important hearing today. Many of us have been 
swamped by calls in our offices by our seniors and disabled across 
the State who are truly frustrated about the, as you say, the 
choices, which we do want choices, but certainly their ability to ac-
cess the technical assistance they need to understand those choices, 
so we appreciate your patience. I do, certainly. I am at the end of 
the totem pole here. 

Dr. MCCLELLAN. I appreciate all your——
Senator LINCOLN. I voted for adding this prescription drug ben-

efit to Medicare and I want it to work and I think I have dem-
onstrated that. I have met with more than—over 3,000 seniors 
across our State. We held meetings which your district division of-
fices out of Dallas were very gracious in helping us with, trying to 
make sure that we could be prepared and that people would have 
the knowledge and information they needed to make wise choices. 

We could quickly see that it was difficult. In time, I came back 
to Washington and joined my colleagues, concerned about the short 
6-week transition period for particularly our dual-eligible bene-
ficiaries. I had hoped that we could work with you to make that 
transition period longer. It is hard to believe that while everyone 
else on Medicare was given 6 months to make that transition, this 
group of individuals, which often can be considered some of the 
most at risk, perhaps, were given only 6 weeks. So I hope that as 
we move forward and we look for ways to improve on this legisla-
tion, as we did with the extension of that transition period, that as 
opposed to fighting, our deep desire is that you will work with us 
to look at the ways we can correct. 

If there is anything that we did in moving into this proposal, and 
I think many of us that have supported it and want to continue to 
support the effort, is that we don’t look at it as a work of art but 
a work in progress and that we can recognize the things that we 
can do better and that you will work with us in Congress to change 
those in a way that will make a difference. 

As I said, these are beneficiaries that are, in many instances, our 
most vulnerable, and in Arkansas, it is a disproportionate share, a 
greater share of our seniors that fall into that category, and, as is 
the Arkansas way, our pharmacists, our medical providers have 
been working diligently to make sure that these individuals who 
are their neighbors and their friends in the community are going 
to get what they need. 

I guess what we want to know from you is how we can, and you 
particularly at CMS, can continue to make these individuals, par-
ticularly our pharmacists, whole. 

My office has received a tremendous number of calls from phar-
macists who are concerned about the timing of their reimburse-
ment——

Dr. MCCLELLAN. Right. 
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Senator LINCOLN [continuing]. From these prescription drug 
plans. The plans have in their contracts that they will be reim-
bursed every 2 weeks, and yet when the pharmacists finally make 
contact with the plans, one, they are not able to negotiate anything 
with them, and they are told that they won’t get their payments 
in 2 weeks. It is crazy. I mean, I know that some of the larger 
pharmacy groups out there have got the technology and the capa-
bility to overcome that. They also have the resources to be able to 
make it through that period of time, but a lot—as Senator Burns 
mentioned, in rural America, your local pharmacists don’t have 
that.

I have had at least three of my pharmacists call and say they 
have had to take out a loan from the bank in order to make it 
through and pay their suppliers and that is just inexcusable. I 
mean, these are people who are dedicated to their constituency and 
their customers and their community, and to take out a $500,000 
loan just to make it through the month is something that, in my 
opinion, is not only unintended in this legislation, but it is unac-
ceptable. So I hope that as we have led seniors to the doorstep of 
this opportunity of a new prescription drug component that we will 
not leave them or the people that serve them at that doorstep. 

I guess my question to you is, what are you going to do in terms 
of the timing of this? Arkansas to date has spent about $3.8 million 
now, almost $4 million. You say you want to make it all whole, and 
I want to believe you on that, but I also think that the timing on 
this is incredibly important. I mean, are you going to guarantee us 
in 30 days that these people are going to be paid? Are you going 
to go back to these plans and be an advocate on their behalf? 

Dr. MCCLELLAN. First of all, Senator, I would like to thank you 
for all your close work with us on the implementation of the ben-
efit. As you mentioned, your office is working closely with our re-
gional office, answering people’s questions, helping any individuals 
who are having difficulty, and helping more people enroll. I think 
that is why Arkansas has one of the highest rates in the Nation 
of enrolling in this program——

Senator LINCOLN. We want it to work. 
Dr. MCCLELLAN [continuing]. The program is having a big im-

pact for people in the State who have been struggling with their 
drug costs. The State is going to be reimbursed. We have been in 
very frequent contact with Governor Huckabee, who has been a 
real leader on this issue and helping pharmacists, that we are hav-
ing difficulty at the beginning and in working with us on getting 
an effective reimbursement plan in place. So the State is going to 
be reimbursed for those costs. But I want——

Senator LINCOLN. Do we know the timing on that? 
Dr. MCCLELLAN. Well, the model—we are releasing a specific 

template, just a checklist. That is all the State has to fill out in 
order to get into this reimbursement program. That will be avail-
able as soon as today. We hope that the States like Arkansas will 
be able to quickly complete this agreement with us and then the 
reimbursement process will actually involve the State sending us 
the claims that they have that they haven’t been able—where the 
pharmacist couldn’t bill the Medicare plan properly and we will do 
the reconciliation with the drug plans and we will also pay for any 
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additional costs to the extent that any competitive drug plans come 
in at a lower cost than Medicaid. We will make that up, as well. 

But I want to talk about the pharmacists specifically——
Senator LINCOLN. Good. 
Dr. MCCLELLAN [continuing]. Because they do have a timing 

issue, and I have heard that from talking to many of these inde-
pendent pharmacies around the country and their associations. 
They went from being paid by Medicaid, often on a weekly basis, 
to these contracts that you mentioned which often have 15-day pay-
ment cycles. Some of them are less. Some of them are less. Some 
of them are 10 days. Some of them are a little bit longer. Those 
checks are just now starting to come in. In the meantime, it has 
been a real stretch for many of the community pharmacies to meet 
their short-term expenses and to pay the distributors and others. 

We have been in contact with basically everyone involved in the 
whole pharmacy drug distribution chain, the wholesalers and oth-
ers. Many of them have relaxed the terms for payments during this 
transitional period to help pharmacists through that process, and 
now, now that those contract terms are coming due, we are watch-
ing very closely to make sure that the plans do pay on schedule so 
that they can get those costs covered and get through this transi-
tional period. 

Senator LINCOLN. Do you feel like you have the sufficient author-
ity to regulate the plans? 

Dr. MCCLELLAN. The plans have contracts with the pharmacies 
and——

Senator LINCOLN. But they won’t negotiate with them. They 
won’t talk to them. 

Dr. MCCLELLAN. Well, our regulatory authority goes to making 
sure that plans meet our standards for having access to phar-
macies. So if a pharmacy, especially in a rural area, it is the only 
pharmacy around, isn’t getting a rate that they think is acceptable 
and permits them to serve Medicare beneficiaries, if they don’t par-
ticipate, the plan won’t meet our standards for having——

Senator LINCOLN. So do they go through an appeals process? I 
mean, is that what you have in place? 

Dr. MCCLELLAN. Well, the plan wouldn’t even get approved if it 
doesn’t meet our pharmacy access standards. 

Senator LINCOLN. But the point is if they are not meeting that 
and they are still the plan that exists for that individual, that con-
stituent, what is the pharmacist—what do they have? What power 
do they have? Do they have an appeals process? Do they come to 
you and say, this plan is not adhering to the contract? 

Dr. MCCLELLAN. If it is not adhering to the——
Senator LINCOLN. Are you going to fight that contract for them? 
Dr. MCCLELLAN. If it is not adhering to the contract, we want to 

hear about any complaints about failure to adhere to contracts 
and——

Senator LINCOLN. That is what they have been doing, is calling 
you about the timeliness. 

Dr. MCCLELLAN. Well, we will take action, and we have heard 
about a few of these already. Some of the ones that we have seen 
so far were cases where the plan submitted, the pharmacy sub-
mitted its claims for services delivered, say, in the first couple 
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weeks of January. Then the plan has 15 days to pay and those 
checks are starting to go out now. We have this transitional issue. 
So we are watching very closely to make sure that happens the 
way it is supposed to happen, and if we see any systematic pattern 
of complaints about plans not following their pharmacy contract, 
we absolutely are going to follow up on that with the plans. We 
have specific compliance——

Senator LINCOLN. So you feel you have enough authority——
Dr. MCCLELLAN. We have specific compliance staff and compli-

ance officers and specific contacts on compliance issues with the 
plans to make sure they are adhering to the contract terms. 

Senator LINCOLN. You feel comfortable that you have enough au-
thority and enough individuals on point to do that? 

Dr. MCCLELLAN. At this point, we do. We are watching com-
plaints that come in and making sure that contracts are being ad-
hered to, and if we—we will let you know if there end up being big-
ger problems——

Senator LINCOLN. Where could I or a pharmacist get more infor-
mation about these contracts? 

Dr. MCCLELLAN. The contracts between the plans and the phar-
macies are filed. Plans have to make available a contract for any 
pharmacy that potentially wants to do business with them. There 
is an ‘‘any willing pharmacy provision,’’ and in order to meet our 
pharmacy access standards, the plans must have pharmacies avail-
able and convenient access for all of their beneficiaries. The plans 
have filed information with us showing that they have got a stand-
ard contract——

Senator LINCOLN. So the pharmacists call CMS to get that con-
tract?

Dr. MCCLELLAN. Well, the pharmacists will have that contract 
directly because they have entered into the contract with the plan. 
So they have got their contract information directly and what we 
want to know about is, is a plan failing to adhere to the terms of 
their contract——

Senator LINCOLN. OK, and so——
Dr. MCCLELLAN [continuing]. That is something that the phar-

macist is——
Senator LINCOLN [continuing]. Hopefully, you are the one that 

will help them as an advocate if there is a problem. 
Dr. MCCLELLAN. Yes, as well as the pharmacy associations often 

help with these contractual issues with plans and we do want to 
provide some assistance, as well. 

Senator LINCOLN. We also have a State law——
Dr. MCCLELLAN. If I could just add one more issue on this topic, 

early on, especially, the pharmacists were having real trouble sort-
ing out billing issues because they couldn’t get through to plans or 
couldn’t get through to us. 

Senator LINCOLN. Yes. 
Dr. MCCLELLAN. As I said already in this hearing, we have taken 

some major steps to make sure any pharmacist can contact Medi-
care virtually immediately, with no waiting, on our toll-free phar-
macist help line. That is working very smoothly now in terms of 
quick access for pharmacists with questions or complaints. Phar-
macies also should expect a high level of performance from the 
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drug plans. Many of the drug plans have taken some great steps 
over the last several weeks to improve pharmacy access to them so 
they can resolve any of these contract or payment issues, and we 
expect all the plans to do that——

Senator LINCOLN. There was definitely a big problem in con-
tacting——

Dr. MCCLELLAN [continuing]. That kind of smooth and direct 
contact with the plans can also go a long way to helping with these 
issues and that is why we are going to increase our monitoring of 
plan performance on their pharmacy lines. Again, we have seen 
lots of plans make big improvements. They are doing very well on 
quick access——

Senator LINCOLN. Their Washington offices probably called in, 
because I found when I couldn’t get hold of you or to somebody in 
CMS that could answer my question, I called their government re-
lations office here in Washington and started sending my constitu-
ents to them because the questions there just simply were inexcus-
able in terms of being required to pay deductibles and copays and 
other things that were clearly out of sync with what we had pro-
duced in the legislation. 

Dr. MCCLELLAN. I am glad we are seeing progress there, but we 
are going to obviously keep watching this very closely until all 
these problems are fixed. 

Senator LINCOLN. We have sent you a letter. Arkansas has a 
State law that allows patients to choose their own pharmacy. In 
long-term care settings, we are one of the few States which has his-
torically interpreted the rule to allow each individual to decide 
which pharmacy they want to use. We sent you a letter on the 
ninth of January hoping that you could promptly clarify the intent 
of the patient’s rights to choose a pharmacy as it exists under State 
laws. Can you give me an indication when I might get some guid-
ance issued from you? 

Dr. MCCLELLAN. I can. In fact, we have been working directly 
with community pharmacists on this. We have had an exchange of 
letters with the National Community Pharmacy Association to 
make clear a couple of things. One, we do expect some standards 
for long-term care pharmacies and plans that are contracting with 
them to meet. Basically, a plan must support the required level of 
services for a long-term care pharmacy and it must provide access 
to needed long-term care pharmacy services for every beneficiary in 
the plan, whichever long-term care pharmacy they happen to be 
using.

We have also made clear in this exchange of letters that the 
plans—that there is no restriction in our policy on which phar-
macies a nursing home can contract with to provide services. In 
fact, in a number of States, we are seeing more competition where 
community pharmacies are taking advantage of the fact that we 
are trying to set up a level playing field here to supply access to 
services and pharmacies. 

So there is nothing in our rules that prohibits beneficiaries from 
getting the long-term care pharmacy choice that they need. It is 
really more of an issue directly for the nursing home and we want 
the nursing homes to know that if they want or if their bene-
ficiaries want to contact with or get their services from different 
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long-term care pharmacies, that is absolutely permitted under the 
Medicare rules. 

Senator LINCOLN. Or local? 
Dr. MCCLELLAN. That is right. 
Senator LINCOLN. Not just long-term, but local pharmacies, too. 
Dr. MCCLELLAN. Local pharmacies. Obviously, local pharmacies, 

too.
Senator LINCOLN. Just last, in the nursing home situation we 

have in Arkansas, they say their pharmacies are still experiencing 
a rejection rate of 25 percent. Twenty-five percent of the time, they 
are getting rejected, and the plans are still charging copays to the 
nursing home patients, which are actually prohibited, I think, 
under the law. 

Dr. MCCLELLAN. That is right, and this is an example——
Senator LINCOLN. Can you tell me how you are addressing that? 
Dr. MCCLELLAN [continuing]. I talked at the outset about this 

being one of the biggest problems that we are working on right now 
and that we are taking steps to fix. It has several sources. One is 
making sure that the plans all have complete and accurate data on 
the nursing home status of their beneficiaries and that they are 
using it. To help make sure that happens, we have sent out the 
complete lists of all the dual-eligible and low-income beneficiaries 
in a plan to those plans. We most recently sent another list of this 
information out on January 30. We also are handling casework and 
complaint issues. So if we see a pattern of a specific plan not hav-
ing the right copayment information in, we can go work directly 
with that plan to try to get it addressed. 

We still need to make more progress on this, but it is absolutely 
one of our top priorities to make sure everyone has the correct co-
payment information, including the zero copay information in the 
nursing homes——

Senator LINCOLN. Well, I would just say that in enforcing these 
plans and the policies, many of the pharmacists are reporting that 
when they call the plans, the staff that are answering the queries 
from the plan don’t know about the policies. 

Dr. MCCLELLAN. One of the technical issues that we have been 
dealing with with certain plans over the last few weeks is that 
there is a—I don’t want to get too technical here, but there is a 
specific piece of information that we send out in the files that have 
information on beneficiaries in the plans on the nursing home sta-
tus of a beneficiary and we do want to make sure that all the plans 
are using that. Most of them are using it just fine now, and we 
have, again, double-checked to make sure they have got the right 
information in place. So I think you should expect to see continued 
progress on this, but you should keep letting us know if you are 
seeing particular cases——

Senator LINCOLN. Don’t worry. 
Dr. MCCLELLAN [continuing]. I know you will, but that is why 

this is one of our very top issues for long-term care pharmacies 
right now. 

Senator LINCOLN. I just hope and pray that you won’t be afraid 
to make changes that need to be made in order to make this a suc-
cess. There is clearly from so many of us, we realize that a pre-
scription drug component of Medicare is essential, but I don’t think 
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anybody has all the right answers and I hope that as we work 
through this, we are willing to make the changes that need to be 
made to make this a success. No pride of authorship or no, you 
know, I don’t know, possession, of possessiveness in terms of what 
we have done here, but if we get it fixed and we can get it fixed 
in a way that will sustain it as a program and not, again, lose the 
confidence of the seniors out there, whether they are the dual-eligi-
bles and the most vulnerable or whether they are those that are 
healthy and yet going to be looking to Medicare in the future, to 
engage in what we need to have them engage in, because participa-
tion is going to be critical in the long-term success of this. 

So thank you for your help and I appreciate it. I know, Mr. 
Chairman, if I may ask unanimous consent to include my state-
ment in the record, I apologize for running late. But I do appreciate 
working with you, and again, I hope you all keep answering your 
phone lines because we are going to keep calling. 

Dr. MCCLELLAN. We absolutely will, Senator. 
Senator LINCOLN. OK, thanks. 
Dr. MCCLELLAN. Thank you for your leadership and your pas-

sion. We have taken some new steps that we just announced yes-
terday on exactly these issues and we will keep making changes to 
fix these problems. 

Senator LINCOLN. I would say that you would get a resounding 
applause here if you gave a greater emphasis on timing, because 
that is what is killing people out there in the hinterlands. 

Dr. MCCLELLAN. For the pharmacies, I know. 
Senator LINCOLN. For the pharmacies, particularly, but the 

States, as well, I mean, to have a better idea of when those re-
sources are coming and when they can expect. If it is just setting 
a deadline for yourself or for us, in a way, that we are going to 
make sure that that happens within a certain period of time, it 
gives them a great reassurance, not to mention the financial insti-
tutions that are backing them, so thank you. 

The CHAIRMAN. Thank you very much. 
[The prepared statement of Senator Lincoln follows:] 

PREPARED STATEMENT OF SENATOR BLANCHE LINCOLN

Mr. Chairman, thank you for holding this important hearing today on the prob-
lems our constituents are having with the new Medicare prescription drug benefit, 
or Part D. 

I voted for adding this prescription drug benefit to Medicare, and I want it to 
work. I know it’s not a perfect law, and I have voted several times in the last two 
years to improve it. Last year, I and many of my colleagues grew concerned about 
the short, six-week transition period for ‘‘dual eligible beneficiaries,’’ those 6.4 mil-
lion Medicare beneficiaries who also qualify for Medicaid because they are low-in-
come.

These beneficiaries are among the most vulnerable of America’s citizens. They are 
disproportionately women and minorities and live alone or in nursing homes. Nearly 
three quarters of them have an annual income of $10,000 or less. Thirty eight per-
cent of them have a cognitive or mental impairment. Over a third of them are dis-
abled. Less then half have graduated from high school. And, they use at least 10 
more prescription drugs on average than non-dual eligible beneficiaries. They are 
more likely to have chronic conditions like heart disease, pulmonary disease, or Alz-
heimer’s Disease. 

While everyone else in Medicare was given six months to enroll in a prescription 
drug plan, these dual eligible beneficiaries were given only six weeks. Moving 6.4 mil-
lion seniors and individuals with disabilities to an entirely new system is a major 
undertaking. Even MedPAC, an independent advisory committee, had warned that 
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even large, private employers need at least six months to transition their employees’ 
drug coverage from one pharmacy benefit management company to another. 

It is obvious that the dual eligible beneficiaries have experienced the most prob-
lems since January 1st, and I believe the problems they have had were entirely pre-
dictable. I voted to add six months to the transition period for this vulnerable popu-
lation, but officials from the Centers for Medicare and Medicaid Services said that 
our amendment was unnecessary. They said that they were ready. 

Since January 1st, my office has been swamped with calls from upset seniors and 
pharmacists. Dual eligible seniors weren’t in the computer system, the phone lines 
at the plans and at CMS were jammed, and pharmacists were uniformed of the var-
ious processes they needed to use. Seniors were placed in plans that did not cover 
their specific medications and were told to pay high deductibles and co-pays that 
they weren’t allowed to be charged under the Medicare law. Pharmacists are not 
getting paid on time and have to take out loans to pay their bills and keep their 
doors open. Half the states, including Arkansas, have had to step in and fill in the 
blanks where CMS’s transition plan has failed. 

These problems could have been avoided. I feel that the administration failed to 
fully prepare for the implementation of this new program even after repeated warn-
ings from me and other members of Congress. But, now that we are in this situa-
tion, we must fix it. The government must not leave our most vulnerable seniors 
at the doorstep to fend for themselves. I want to work with CMS to fix these prob-
lems and avoid them in the future. This hearing and other hearings are a necessary 
part of that process. Thank you, Mr. Chairman.

The CHAIRMAN. Dr. McClellan and Linda McMahon, as you can 
see, notwithstanding all that is going on in this world, this is what 
is going on in our communities. 

Senator LINCOLN. That is right. 
The CHAIRMAN. You have been on the hot seat and we thank you 

for your candor and your participation here, and with that, we will 
call up the next panel. 

Many of my colleagues have been pulled in different directions, 
but we do want to hear from all of you who are on these panels 
because what you have to say is important to the Senate record. 
This is being broadcast by C–SPAN and there are undoubtedly 
many seniors who are anxious to hear what is being said this 
morning and your testimony, as well. 

Bob Kenny is the first witness of the second panel. He is a Medi-
care beneficiary who hails from my home State of Oregon. He is 
from Tillamook. No doubt many viewers have been eating cheese 
from that area. He used the Internet to enroll in the prescription 
drug plan, and as a volunteer with the State Senior Health Insur-
ance Benefits Assistance Program helped many other seniors en-
roll, as well. He will share his experience and offer his insight on 
how the drug benefit program has been working so far. 

He will be followed by Mr. Mike Donato, who is a dual-eligible 
beneficiary from Mansfield, OH. Mr. Donato previously received his 
prescription drug coverage through Medicaid. He will share with us 
his experience with the new Medicare drug benefit thus far. 

Then we will hear from Sharon Farr, who is Mr. Donato’s coun-
selor, and she will be discussing her role at the Center for Indi-
vidual and Family Services. 

Bob, welcome. Thank you for being here.
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STATEMENT OF ROBERT J. KENNY, MEDICARE PART D. 
BENEFICIARY, TILLAMOOK, OR 

Mr. KENNY. Good morning, Mr. Chairman, Senator Kohl. I am 
delighted to be here today to give the message that there really are 
successful sign-ups for Medicare D. I work with Medicare D both 
on a personal basis and as a volunteer for the Senior Health Insur-
ance Benefits Assistance program, SHIBA. 

At 78 years of age, I have recently undergone a triple bypass op-
eration and have mild emphysema. My drug cost would be about 
$300 a month without Medicare D. With my Medicare D prescrip-
tion plan, my total cost, including premium, will be cut to $141 a 
month, a savings of 53 percent, or a total of $1,908 a year. In addi-
tion, I just recently changed to a preferred drug from a non-pre-
ferred and will save an additional $30 a month that way, and I 
plan to save more money by going into mail order. 

How did I go about signing up? Because of my SHIBA training, 
I knew the shortest route would be to use the government website 
Medicare.gov. I went to that site armed with my list of six prescrip-
tion drugs and my Medicare card. The site was new to me, so I did 
site exploring and then started in earnest. I told the site that I 
wanted to compare plans, filled in the personal information and 
after that my drug usage. It was time consuming, about three-
quarters of an hour. The comparison showed the plans from the 
least to the most expensive with the yearly cost for each. I checked 
pharmacies to make sure mine was included and identified the par-
ent company of the plan as a stable firm. In addition, I went over 
the math to verify the yearly cost figure. Having decided that the 
lowest-cost plan was acceptable, I enrolled. 

My membership card arrived in a little over 2 weeks. Shortly 
after January 1, I registered my plan with my pharmacy and or-
dered medication. The medication was quickly approved and pro-
vided at the proper discounted price. Since that time, I have filled 
more prescriptions with the same results. 

I am sure that my good results in some measure reflected my 
half-day Medicare D training and my computer savvy. 

My work as a SHIBA volunteer began in 1993. According to the 
last census, my county of Tillamook in Oregon has a population 
with 19.8 percent seniors as compared to 12.4 percent for the U.S. 
as a whole. I have counseled about 30 Medicare D patients since 
mid-November. The seniors that come to me for Medicare D are 
often very confused by the publicity that tells them they should be 
confused, or they have been talking to a plan salesman, or they 
have been looking into plans and are really confused. 

In most cases, this confusion was either eliminated or consider-
ably reduced by going through the steps required by Medicare.gov. 
Few of my clients know how to use a computer, and those that do 
may not have Internet access. At the end of the appointment, how-
ever, almost all were thrilled by the amount that they would save 
in drug costs. There has been only one client of mine who found 
there would be no reduction in her costs. She was a lady in ex-
tremely good health who did not spend enough to cover the $250 
deductible. Even this lady decided to enroll anyway in order to 
avoid the 1 percent per month penalty which would be added to her 
premium if she did not enroll before May 15. 
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Lest I paint too pretty a picture, I know there are real problems 
in some areas. I work with the general population of seniors and 
that has yielded good results. At the same time, I have heard from 
those who work with dual-eligibles, those with Medicare and Med-
icaid, that they have seen serious difficulties in everything from 
getting clients into the right plan to straightening out computer 
records so medications could be dispensed. 

In spite of all the real problems you are hearing about, Medicare 
D is a good thing for an overwhelming proportion of those eligible. 
In our county, there is even a plan available which will produce 
savings with drug costs of as little as $35 a month. Not many sen-
iors have drug costs that low. 

The Medicare.gov website is, in my opinion, now doing a good job 
leading people through the process. When the sign-up period start-
ed in November, it was often not available due to excess traffic, 
had errors in plan information, and was much harder to use. Since 
then, the information has been corrected, major improvements have 
been made, and the site is both faster and easier to use. 

In spite of my satisfaction with the results and a real conviction 
that Medicare D is good for the elderly, it is obvious that improve-
ments can be made. I would recommend to the committee the fol-
lowing changes be considered. 

Provide a paper application for those that do not have computer 
access, and by that I mean a paper application to apply for the 
comparison. The actual enrollment is already available either by 
phone or by paper application. 

On the Medicare.gov website at present, medications and their 
dosages must be entered one at a time in order to allow the pro-
gram to make the notation. This results in a processing wait each 
time a single drug or change in dosage is entered. It would be 
much more efficient if all drugs and their dosages could be entered 
at the same time, resulting in a single but longer wait. 

Stop the auto-enrollment to reduce confusion and save man-
power.

Standardize the formulary for all plans to provide improved com-
parability.

As with supplemental plans A through J, reduce the number of 
prescription plans, not vendors, to a manageable number which can 
be compared one to the other. If you think about it, that is already 
almost in existence. It simply has not been categorized. If you look 
at the plans, they already either do or do not cover the $250. They 
either do or do not cover the doughnut hole. They either do or do 
not have mailhouse pharmacies. They either pay nothing for 
generics or a small charge. The small charges are very close to-
gether. For non-generic drugs, they either pay 25 percent or they 
have a fixed amount. Where it is a fixed amount, they are very 
close together. So there would be very little change and very little 
restriction of competition to standardize the plans. 

There are more than 4,800 seniors in Tillamook County. Only 
about 500 of these have been helped, mostly because most of them 
do not know where to go for help. My schedule is now running 
empty. We could nationally provide local TV and radio announce-
ments giving the telephone number of the closest SHIBA office or 
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its equivalent which can be called to get real help one-on-one in a 
timely manner. 

Thank you. 
The CHAIRMAN. Thank you very much, Bob. That is a terrific real 

world experience and some suggestions that we will certainly take 
to heart. We have a hearing in the Finance Committee next week 
on this same topic and I am going to grab your testimony and push 
your ideas. It is very good of you to come this long way to partici-
pate in this important discussion. 

Mr. KENNY. Thank you for having me. 
[The prepared statement of Mr. Kenny follows:]

VerDate 0ct 09 2002 14:36 May 19, 2006 Jkt 000000 PO 00000 Frm 00095 Fmt 6633 Sfmt 6633 H:\DOCS\27432.TXT SAGING1 PsN: JOYCE



92

VerDate 0ct 09 2002 14:36 May 19, 2006 Jkt 000000 PO 00000 Frm 00096 Fmt 6633 Sfmt 6633 H:\DOCS\27432.TXT SAGING1 PsN: JOYCE 27
43

2.
04

2



93

VerDate 0ct 09 2002 14:36 May 19, 2006 Jkt 000000 PO 00000 Frm 00097 Fmt 6633 Sfmt 6633 H:\DOCS\27432.TXT SAGING1 PsN: JOYCE 27
43

2.
04

3



94

VerDate 0ct 09 2002 14:36 May 19, 2006 Jkt 000000 PO 00000 Frm 00098 Fmt 6633 Sfmt 6633 H:\DOCS\27432.TXT SAGING1 PsN: JOYCE 27
43

2.
04

4



95

The CHAIRMAN. Mr. Donato. 

STATEMENT OF MICHAEL DONATO, MEDICARE PART D 
BENEFICIARY, MANSFIELD, OH 

Mr. DONATO. Hi, Senator Smith. My name is Mike Donato. I live 
with my mom, Daisy, in Mansfield, OH. I was diagnosed with 
schizophrenia and bipolar disorder in 1995. I have been on the So-
cial Security Disability program since then. 

Senator, I take medications for many health problems, every-
thing from asthma to high blood pressure. I particularly depend on 
mental health drugs to live in the community with my friends and 
family. When I am not on medications, I tend to get sick and end 
up in the emergency room or the hospital. This is my first time in 
Washington, DC and I don’t want to offend anybody, but it is fair 
to say I don’t like hospitals. Nice people, but the food is pretty bad. 

I would say that things got off to a pretty rocky start with this 
new Medicare drug program. For example, I am in an AARP plan, 
but I never got a letter from them. Sharon Farr from the Center 
for Individual and Family Services, had to find my enrollment on-
line. In fact, she has been helping me a lot these past few weeks. 
You will hear from her in a moment. 

When I went to Walgreen’s in early January to get my prescrip-
tions filled, they said I owed them a total of $700. I was afraid and, 
honestly, pretty panicked, Senator Smith. Where I come from, that 
is a great deal of money. Most of all, though, I was worried about 
my mom. Daisy was very nervous about what would happen to me 
if I couldn’t get my medications. Lord knows she doesn’t have the 
money to buy all my drugs I need to live. 

Today, I sit here feeling pretty lucky. Now that Sharon has got 
me enrolled in this new Part D program and we have ironed out 
all the problems, I can take all nine of my medications I need for 
the very first time. I was never able to do that under Medicaid. I 
also know for a fact that I couldn’t have handled all this without 
Sharon’s help. 

But what about the seniors? What happens to people who don’t 
have the help I had? I hope you will give them the assistance they 
need. I think Daisy feels the same way. 

Thanks for having me here. I will answer your questions the best 
I can. 

The CHAIRMAN. Thank you, Michael. I don’t have a question. I 
just—you are a living example that this is a program that is work-
ing for you. For all the problems you have heard spoken of this 
morning, it is obviously worth the effort and the struggle to keep 
getting this program implemented and get it right. 

Mr. DONATO. I agree. 
The CHAIRMAN. Thank you. 
[The prepared statement of Mr. Donato follows:]
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The CHAIRMAN. Sharon Farr. 

STATEMENT OF SHARON FARR, ACCOUNTS RECEIVABLE 
SUPERVISOR, CENTER FOR INDIVIDUAL AND FAMILY SERV-
ICES, MANSFIELD, OH 

Ms. FARR. Good afternoon, Chairman Smith and members of the 
committee. My name is Sharon Farr. I am an accounts receivable 
supervisor at the Center for Individual and Family Services in 
Mansfield, OH. I supervise a staff of five case managers working 
with 140 persons with serious mental illnesses eligible for both 
Medicare and Medicaid who qualify for the new Part D prescription 
drug benefit. Today, I will briefly outline some significant chal-
lenges that one of my clients, Mike Donato, and many other dual-
eligibles with mental disorders, are experiencing with the new 
Medicare prescription drug benefit. 

Let us focus on Mike’s case for just a moment. As you just heard, 
he takes medication for nine health conditions, including schizo-
phrenia, bipolar disorder, diabetes, asthma, and high blood pres-
sure. In late 2005, Mike was auto-enrolled into AARP prescription 
drug plan. When he attempted to get his prescriptions filled in 
early January, Mike did not appear in the Walgreen’s computer 
system as dual-eligible. The pharmacy charged him a $250 deduct-
ible plus the copayment for all the medication Mike takes, about 
$700 in all. It is very important to note that his Social Security 
Disability check amounts to $694 per month for all his living ex-
penses. Mike’s mother stepped into the situation at that point and 
gave him $67 so he could at least purchase his mental health medi-
cation.

When I contacted AARP, I was told to wait 48 hours and a com-
puter glitch would be corrected, but nothing happened after 2 days. 
I then began calling the Center for Medicare and Medicaid services, 
AARP, and Walgreen’s, all with the objective of enrolling Mike as 
a dual-eligible so we could qualify for subsidies due him. I was call-
ing these organizations three times a day for a solid week. At one 
point, I was on the phone for 31⁄2 hours and endured multiple 
phone cutoffs. Meanwhile, the AARP website had no mechanism of 
identifying dual-eligibles upon enrollment. 

By the way, Community Mental Health Centers across the coun-
try are reporting very similar experiences, particularly with respect 
to PDP prior authorization processes. Many consumers who, for ex-
ample, are stabilized on anti-psychotic medications now find that 
the same drug is subject to PDP fail-first policies, requiring case 
managers to navigate often confusing new systems. 

Finally, 3 weeks after his Part D odyssey began, Mike showed up 
in the Walgreen’s computer system as dual-eligible. Mr. Chairman, 
I don’t mind telling you that we had a little celebration. Mike can 
now afford all nine drugs in his medication regimen, which is 
something he could not do under the Medicaid program. Walgreen’s 
was very accommodating through the process and even refunded 
Mike’s mother her $67. 

Throughout this process, I have been working with both the Na-
tional Alliance on Mental Illness and the National Council on Com-
munity Behavioral Health Care, who have provided invaluable as-
sistance.
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Both NAMI and the National Council hope that CMS will suc-
cessfully resolve the information technology problems that have 
plagued Part D to date. In addition, our colleagues in the mental 
health field, and including the American Psychiatric Association 
the National Mental Health Association, insist that PDPs provide 
a 30-day emergency supply of medications as required by the cur-
rent CMS transition policy. It is also essential that CMS renew the 
all or substantially all formulary guidance requiring broad coverage 
of anti-psychotic, anti-depressant, and anti-convulsants for 2007 
contract year and beyond. This is critically important to making 
the drug benefit effective for people with severe mental illnesses. 
In addition, as front-line safety net providers, we need a workable 
and transparent exception process to ensure that dual-eligibles are 
able to quickly access medications that are subject to prior author-
ization and step therapy. 

In closing, there are some immediate issues that need the atten-
tion of Congress. For instance, CMHCs have found that copayment 
structures for dual-eligibles is unwieldy and confusing. This re-
quirement has generated thousands of additional visits to CMHCs 
across the nation, and the tremendous staff time amounts to an un-
funded mandate on safety net community mental health providers. 
In fact, I estimate that my five case managers have spent 200 to 
300 hours attempting to enroll dual-eligibles in the new benefit. 
Moreover, people with Alzheimer’s disease, mental retardation, and 
mental illness eligible for Part D need additional help, specifically 
one-on-one pharmaceutical benefits counseling. The House and 
Senate Appropriations Committee required CMS to provide addi-
tional assistance through the $150 million MMA education and out-
reach program, but it has not been materialized to date. 

Thank you for listening. I look forward to answering any ques-
tions you may have. 

The CHAIRMAN. Sharon, thank you very much for focusing on the 
mental health component or category in all of this. It is very impor-
tant to me that this not take a back seat to other prescription 
drugs. I also thank you for serving and helping Michael. 

[The prepared statement of Ms. Farr follows:]
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The CHAIRMAN. Senator Kohl. 
Senator KOHL. Thank you. Just a brief comment. I would first 

like to thank both of our Medicare beneficiaries for traveling so far 
to be here with us today and to make your comments. Mr. Kenny, 
I am pleased that your experience in enrolling in the Medicare 
drug benefit was a good one and that you have been able to counsel 
others that don’t have access to the resources that you do. 

Mr. Donato, the Medicare drug benefits certainly should not be 
an obstacle to proper health care, but as you have demonstrated, 
that is exactly what it has been for too many Medicare bene-
ficiaries. Of course, you are very fortunate to have a strong advo-
cate working on your behalf. 

However, with all due respect, Chairman Smith, the stories we 
have heard today are far different from what I have been hearing 
in my State of Wisconsin. Just this past Monday in Milwaukee, 
Amy McHutchin, who is from the Wisconsin Coalition for Advocacy, 
painted a far different picture and I want to quote something she 
said to me. 

She said, ‘‘In just under a month, I have worked with numerous 
Medicare beneficiaries with severe mental illness, recent organ 
transplants, diabetes, and other life or death illnesses that have 
had trouble accessing their medications. Many were turned away 
from pharmacies empty-handed or left the pharmacies having 
spent their month’s grocery or rent money for their medications. 
The calls also seem to be much more urgent in nature as we near 
the end of the month, where beneficiaries have no longer been able 
to secure a temporary supply of medications from their pharmacy 
and have been without their medications for several days.’’ This is 
an expert in Wisconsin who made that quote to me. 

I share this with the committee because I want to be clear today. 
For far too many people, this drug benefit has not worked properly 
and we clearly have a responsibility to acknowledge them and to 
focus and refocus our efforts on making sure the many challenges 
people have been facing are adequately addressed and not in any 
way papered over. 

Mr. Chairman, I thank you. 
The CHAIRMAN. Thank you. I am grateful to our second panel 

and we will now call up our third. 
The third panel will consist of Mr. Timothy Murphy of the Com-

monwealth of Massachusetts, Secretary of Health and Human 
Services. His state was one of the first to implement a stop-gap 
program to pay the costs of emergency supplies of medications for 
beneficiaries. He will discuss the state’s role in the Medicare drug 
benefit as well as its efforts to receive reimbursement from CMS 
and drug plans for costs associated with its stop-gap program. 

He will be followed by Ms. Sue Sutter. She is here representing 
the Pharmacy Society of Wisconsin. Senator Kohl will introduce 
her.

Then Mark Ganz, who is my friend and fellow Oregonian. He is 
the CEO of the Regence Group and is representing the National 
Blue Cross and Blue Shield Association. He will discuss his com-
pany’s approach to implementation of the drug benefit, including 
its work with pharmacies and other interested parties to resolve 
problems encountered by beneficiaries. 
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We thank all three of you for being here. Tim, take it away. 

STATEMENT OF TIMOTHY R. MURPHY, SECRETARY, EXECU-
TIVE OFFICE OF HEALTH AND HUMAN SERVICES, MASSA-
CHUSETTS DEPARTMENT OF PUBLIC HEALTH, BOSTON, MA 

Mr. MURPHY. Thank you, Chairman Smith and Senator Kohl, for 
this opportunity to speak on this important issue. I also just want-
ed to introduce to the committee Beth Waldman, who is the Med-
icaid director for Massachusetts, who is joining me today, also with 
Paul Jeffrey, who runs our pharmacy services, so if any questions 
that we can answer for the committee. 

I would also request, Mr. Chairman, that I just have my written 
testimony put into the record. 

The CHAIRMAN. We will include it. 
Mr. MURPHY. What I have done for the committee is also pre-

pared a presentation, which I believe you have, just to walk 
through the Massachusetts experience. 

Just by way of background, what you should know about Massa-
chusetts is that we have two programs. One is obviously for the 
Medicaid or the dual-eligibles, and then we also have a State Phar-
macy Assistance Program called Prescription Advantage, which is 
a very successful program. We serve in Massachusetts on our Med-
icaid program about a million people. It is about 17 percent of our 
population. Our dual-eligibles are about 190,000 individuals. Just 
to give some percentages on that, it is about 51 percent elderly and 
49 percent are disabled. Our Prescription Advantage, or our SPAP, 
is 72,000 individuals, and that is for lower and moderate-income 
seniors that have received services from the Commonwealth to help 
with prescription benefits. 

In addition, I would also say, and I think this is important to 
note, that there is about 700,000 elders in Massachusetts that will 
now benefit by having prescription Part D available to them. 

In anticipation of Part D, we anticipated certain transitional 
issues that would occur with the program, and prior to January 1, 
the legislature passed and the Governor signed a bill that accom-
plished a couple of things. One was for a formulary assistance, and 
while we recognize that the Federal requirement did have a 30-day 
transition, we wanted to backstop that and make sure that that 
would be available, so the State agreed that that would pick up if 
someone went and changed to a new insurance product and a par-
ticular drug was not included, that the pharmacist could fill that 
prescription for 30 days and that the Commonwealth would pick up 
that cost. In addition to that, we also did a cost sharing assistance 
and such that we took down the copays on Part D to what they had 
been historically under the Medicaid program in Massachusetts. So 
we had done that in advance just to make sure that as we were 
moving to a new system, which we were very excited about, that 
we would not have issues with a number of our participants. 

I would note on page four that we did, unfortunately, experience 
more transitional issues than we had anticipated. Our Office of 
Medicaid in 2002 established a Pharmacy Advisory Council. We 
work very closely with a lot of the major pharmacies within the 
Commonwealth to ensure that when we are delivering services 
through the Medicaid program, that it is done in the most effica-
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cious way possible. We have had historically challenges with that, 
and I think through the work of Director Waldman and Paul Jef-
frey that we have come a long way in Massachusetts. 

So we were watching very closely as soon as the Medicaid Part 
D launch date of January 1 hit to have a good understanding of 
what was going on within our community, and what we did find 
was that a number of dual-eligibles were experiencing great dif-
ficulty being able to fill prescriptions, specifically, and you have 
heard this all today so I don’t want to spend too much time on it, 
but there were issues about overcharging of copayments, extensive 
system glitches. 

I think that this is one thing that CMS has been working hard 
on to fix, but data matches and the hand-offs between States to the 
Federal Government to the various plans, obviously, a number of 
complications. So people weren’t seen within the systems when 
they were going into the pharmacies. Particularly, you had situa-
tions where individuals were signing up for the benefits or being 
auto-enrolled in the last week of December and then showing up 
the first day of January looking for a service and that was very dif-
ficult for individuals. 

In addition to that, numerous phone calls from consumers, their 
families, from pharmacists, from doctors spending a great deal of 
time on the phone trying to talk to plans, you know, 30 minutes, 
60 minutes, and obviously in the early weeks that was very chal-
lenging. So we did have situations where people were leaving phar-
macies without drugs. 

On page five of the presentation, Governor Romney, after kind 
of surveying what had occurred during the first week in January, 
directed myself and the Office of Medicaid to put in place a system 
such that people would make sure that there was a seamless tran-
sition to Medicare Part D, and primarily what we did, both for the 
dual-eligibles and for people who were on the SPAPs, was that we 
would step in as a primary payor. If you will, we lifted the edits 
in our system such that pharmacists could then go and bill our 
Medicaid program. Those emergency measures went into place on 
January 7 for the Medicaid program, on January 11 for our SPAP 
program, and then we were encouraging the pharmacists and work-
ing with our council for them to bill Part D and also to use the 
Wellpoint system. But we did allow them to use the Mass Health, 
our Medicaid program, as a primary payor. 

I am pleased to report, however, that conditions are improving 
since we instituted these emergency measures. Through the count-
less hours of work of our program with consumers, with phar-
macists in particular, we have been able to make dramatic im-
provements in such that what we have been able to do on January 
26 is we have changed what the emergency measures that we are 
taking. So we are no longer allowing Medicaid to be, if you will, the 
first payer. We are making sure that the pharmacists are required 
to use the Wellpoint system or to bill the Medicare Part D plans, 
and they have to do that first before they are able to come to us 
on our program as a payor. 

On page seven, I think that there is some interesting data that 
I would like to share with you that demonstrates the effectiveness 
of what we have seen. What we did is we took snapshots of Janu-
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ary 9, January 23, and January 31 to see where we were, and we 
looked at claims submitted to the Part D program, how many 
claims we paid, and then what was our average cost of a claim. 

So as an example, on January 9, we had 43,400 claims submitted 
to our plan. By the time January 31 rolled around, after we had, 
if you will, lessened the emergency measures by putting some edits 
back into our system, only 18,200. 

In addition to that, our claims paid declined from 35,000 on Jan-
uary 9 to 5,000 claims on January 31, and our average cost per 
claim went from $45 on January 9 all the way down to $12 on Jan-
uary 31. So I think what we are seeing is that there are clearly 
systems issues that have occurred. CMS has been working very 
closely with us at the regional level in Boston and at the national 
level, our team at Medicaid has been working very closely with 
them to identify specific issues for individuals, systems issues for 
our total program, and they have been responsive. 

I would note that on January 25, Secretary Leavitt flew up to 
Boston, sat down with Governor Romney and myself to explain 
where he saw where the problems were, to talk about the dem-
onstration project they were going to put forth as fixes for the Med-
icaid Part D roll-out. It is refreshing in that both Secretary Leavitt 
and the folks at CMS are stepping right into this, understand what 
the issues are, trying to work with the States. We obviously want 
to have a constructive engagement with them. We obviously would 
like to be reimbursed for the costs that we have incurred, and so 
we are hopeful, of course, that that will happen. 

Just some more facts just to give you a sense of what we have 
experienced in Massachusetts. Since we put emergency measures 
in place for the dual-eligibles, we have paid over 400,000 claims 
that would have been under the Medicare Part D. The total value 
of those claims, $16 million, and we have serviced 100,000 unique 
members of our 190,000 individuals on the Medicaid program. 

Smaller information, or smaller numbers, I should say, for our 
SPAP but also equally as important to convey to this committee. 

I would say in closing, Mr. Chairman, that we recognize that 
there have been significant issues that have occurred as part of 
this transition. We knew that some of those would happen. This is 
a massive system changeover, and for those of us who do this for 
a living in terms of dealing with large health care programs, when 
you are changing over IT systems and starting huge new programs, 
you always go through this. We also recognize that at the indi-
vidual level, these are very stressful circumstances when you are 
looking to get prescription drugs and you go in and you are not 
found within a system. People have an expectation when something 
worked on December 31, why doesn’t it work on January 1? We 
need to pay attention to that and make the right type of steps to 
remedy those situations. 

Again, I think HHS and CMS have worked very closely with us. 
I know that they take this serious. We are looking forward to hav-
ing a good dialog with them, and I would just suggest in closing 
that we want to make sure that the timeline and the process for 
reimbursement is easy for the States. We believe that we are being 
helpful in this transition and we need to have that recognized. We 
want to make sure that in the demonstration project that it is well 
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defined as to what the administrative costs are to be reimbursed. 
Make that very clear for us so that we can get timely reimburse-
ment back from the Federal Government. 

We would propose that the February 15 date be a date to aim 
for, but one that people need to take into consideration to see 
where we are at that particular time and that the SPAPs also do 
get reimbursed. 

I thank you for your time. 
The CHAIRMAN. That is excellent testimony. I hope that, based on 

what you have heard at this hearing today and your experience in 
Massachusetts, you are optimistic. That is my sense. 

Mr. MURPHY. Yes, I am. 
The CHAIRMAN. You wouldn’t scrap the program? 
Mr. MURPHY. No. I mean, I would just state that we obviously 

have a number of folks on Medicaid, 190,000, who are receiving 
this benefit. But I think sometimes lost in the conversation are the 
700,000 other seniors and disabled within Massachusetts that this 
is a new benefit and it will take some time for those people to rec-
ognize that through more education, but I know that Governor 
Romney and I find that to be particularly exciting. 

[The prepared statement of Mr. Murphy follows:]
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The CHAIRMAN. Senator Kohl, do you want to introduce Ms. Sut-
ter?

Senator KOHL. Yes. We are very pleased to have Sue Sutter from 
Horicon, WI, with us today. She and her husband own two rural 
community pharmacies and Sue is the President-Elect of the Wis-
consin Pharmacy Society, so we are delighted to have you and are 
excited to hear your testimony. 

STATEMENT OF SUSAN SUTTER, PRESIDENT-ELECT, 
PHARMACY SOCIETY OF WISCONSIN, HORICON, WI 

Ms. SUTTER. Thank you, Senator Kohl. Good afternoon, Chair-
man Smith, Senator Kohl. Thank you for conducting this hearing 
and for providing me the opportunity to address you. 

Yes, I am Susan Sutter and I am very proud to be a pharmacist 
and proud to be from Wisconsin. My husband and I have both been 
practicing pharmacists and own these two pharmacies in Horicon 
and Mayville, which are approximately an hour from Madison and 
Milwaukee, for over 25 years, and I am the president-elect of the 
Pharmacy Society of Wisconsin, which is the State’s professional 
society of pharmacists. 

When it comes to Medicare Part D, I have been asked, which side 
am I on? It is critical for your consideration of my comments today 
to understand that my husband and I, as well as our pharmacist 
colleagues, are on the side of our patients. Pharmacists and seniors 
have been frustrated together with the rocky start of this new pro-
gram.

It is important to emphasize that the provision of a pharmacy 
benefit for Medicare recipients is a valuable addition to the health 
care of everyone enrolled in the program, especially those without 
prior prescription drug insurance. However, implementation and 
use of the Part D benefit has been an enormous challenge for ev-
eryone involved. Calling these challenges merely glitches dimin-
ishes what tens of thousands of pharmacists and pharmacy techni-
cians have had to do in our attempt to provide medications to our 
patients when the system has not worked the way it is supposed 
to work. 

CMS has worked diligently to address many of the Part D prob-
lems and some have lessened, but significant problems remain and 
millions of seniors are yet to enroll in the program. 

I won’t waste your time today pointing fingers. Rather, my ap-
peal to you is to acknowledge that the problems exist and for you 
to demand that they be corrected immediately. 

I will begin with the complexity of the program. It must be made 
easier to understand, easier to enroll, and easier to use. I recognize 
that can’t happen overnight, but steps to simplify and standardize 
the Part D program can and should begin in earnest. 

As part of my written testimony, I have provided for your consid-
eration a list of 15 specific problems and 15 corresponding rec-
ommendations for resolving those problems. Time does not permit 
me to review this list, but please consider it a pragmatic tool for 
making Part D work. Some of the solutions I have outlined must 
be implemented by the prescription drug plans, some may require 
changes at CMS, and others may require Congress to act, but each 
deserves serious consideration. 
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The health care needs of Medicare patients are as diverse as 
their last names. Because PDPs have built their programs on 
norms, many of those diverse needs are not being met. For exam-
ple, discharges of some hospitalized patients are being delayed be-
cause their at-home medications can’t be authorized. Thousands of 
seniors at home in assisted living facilities, mental health clinics, 
have lost the special packaging of medications they relied upon to 
take their medications safely and correctly because a PDP won’t 
authorize these packaging. These examples are prevalent and they 
have significant cost and quality of care consequences. 

I have been surprised to see that CMS makes requests, not man-
dates, to the PDPs to get the program right. I think that is unac-
ceptable and perhaps so does CMS. It appears that CMS does not 
have sufficient authority to regulate PDP policies and activities. 
They should be given that authority and they should use it, and 
there should be significant financial penalties assessed to the PDPs 
when they fail to perform. 

To illustrate this point, after learning of coverage problems in 
the first week of January, CMS asked for a second time that all 
PDPs remove prior authorization requirements and allow a 1-
month transitional supply of each medication for every Part D en-
rollee. Some plans have complied with this request, but many have 
left various hoops and hurdles in place to make it overly difficult 
to provide essential medication therapies. Insurance plan rules 
have overruled patient needs and it should be the other way 
around. This burdensome process must change. 

Medicare Part D was created so that recipients would be properly 
treated. In closing, I must emphasize that the nation’s pharmacy 
providers must also be fairly treated. It hasn’t happened and it 
won’t unless Congress steps in. We pharmacists simply want to 
care for our patients and be paid for the services we provide. Rath-
er than recognizing the valiant effort and sustained contribution of 
the nation’s pharmacists over the past week, the Part D benefit is 
undercutting the financial viability of the very pharmacy infra-
structure that it depends on. 

I look forward to your questions and I ask for your leadership 
and resolve in ensuring fair treatment both for recipients and the 
providers of the Part D benefit. Thank you. 

Senator KOHL. Thank you for your testimony. 
[The prepared statement of Ms. Sutter follows:]
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Senator KOHL. I have just one question I would like to ask you. 
I am sure you have experienced, as other small and medium-sized 
pharmacies in Wisconsin and across our country have, going to the 
length of having at times to take out lines of credit or to extend 
credit for which they don’t have the resources and shouldn’t be 
doing it, but to see to it that their patients are served. What has 
been your experience and what do you suggest we do to remedy 
this situation as quickly as possible? 

Ms. SUTTER. Certainly. There are a number of financial things on 
different levels. First of all, the amount of time, uncompensated 
time, the work that we are doing administratively within these 
pharmacies because of what was not set up properly and proper 
training at the PDPs, we have hundreds of hours across these 
pharmacies and across the country. In addition to that, phar-
macists like ourselves have given free drugs, medications, to our 
patients with the hope and understanding that we will get some 
type of reimbursement. Certainly other pharmacies, and I have 
heard it a great deal in the last week, have gone to the point of 
needing line of credit because most of our wholesaler bills are now 
due.

That is only the first line of the financial issues. Senator Lincoln 
earlier commented about the issues with the contracts with the 
PDPs. It is take it or leave it. Yes, there are rural pharmacies that 
can use the access requirement to possibly get negotiations with 
these PDPs, but we still have two. One of our pharmacies meet 
that access requirement. We have two that have not negotiated in 
good faith to contract with us. 

But I also want to state, there are pharmacies in the urban area 
where the density requirements or the access requirements, you 
are still asking patients to change pharmacies. One of the things 
that I hope that everyone understands, having gone through what 
they have gone through in this first month, is that many, many, 
many of these patients have patient-pharmacist relationships and 
you are taking away their choice of staying with the pharmacist 
that they trust. These contracting problems that we are having, 
they may have a certain set of pharmacies in an urban area, but 
they have to leave the clinic pharmacy that they have a relation-
ship or a specialized pharmacy through a health system that they 
have been using. 

So as we address those issues, I want you to understand that the 
contracting, the overall contracting issue is going to be an ongoing 
financial issue for us. 

Senator KOHL. Thank you. Your testimony, your experience, the 
kind of perspective you bring to this issue is really important to 
this committee and I appreciate very much your coming here today. 

Ms. SUTTER. Thank you, Senator. 
The CHAIRMAN. Tim, you just heard Sue’s testimony. Is that fa-

miliar to you in Massachusetts? 
Mr. MURPHY. Yes. It was interesting, because when other folks 

were talking about that today, I turned to Paul and asked, what 
have we heard in Massachusetts, and it is a little different in that 
it is clear that a number of pharmacists have given free drugs to 
folks to kind of, if you will, tide them over while they were trying 
to find and identify them within the system. I think in Massachu-
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setts, because we acted so early, though, in terms of, if you will, 
turning the edits off of our Medicaid system to allow people to bill, 
that we were able to address this problem such that our phar-
macists aren’t in the same situation that you are hearing from 
other parts of the country today, and so we haven’t heard situa-
tions of people taking lines of credit or things like that, and I 
would turn to Paul just to make sure I am not overstating that 
case. It is consistent. 

The CHAIRMAN. Sue, you had many good ideas there and we will 
continue to push them. Thank you. 

Ms. SUTTER. Thank you. 
The CHAIRMAN. Mark Ganz, Regence Group, Oregon. Welcome. 

STATEMENT OF MARK B. GANZ, PRESIDENT AND CHIEF 
EXECUTIVE OFFICER, REGENCE GROUP, PORTLAND, OR; ON 
BEHALF OF THE NATIONAL BLUE CROSS AND BLUE SHIELD 
ASSOCIATION

Mr. GANZ. Thank you, Chairman Smith, Senator Kohl, for the 
opportunity to testify about an issue that touches so many. My 
name is Mark Ganz. I am president and chief executive officer of 
Regence Blue Cross Blue Shield, a taxable not-for-profit health in-
surer. We are one of the oldest plans in the country and the largest 
in our region, serving over three million people in Washington, 
Idaho, Utah, and Oregon. 

Regence has been serving Medicare beneficiaries since the pro-
gram began in 1965, so we know a lot about their needs and their 
expectations. To make Part D a success, we knew it would take 
one-on-one, face-to-face engagement, a huge investment of people 
and resources for our company. So it was only after careful delib-
eration that we decided to take on this challenge. 

A key reason that we got involved with Part D was that we knew 
we could save seniors money on their medications. Regence oper-
ates one of the few in-house not-for-profit pharmacy benefit pro-
grams in the country. Our nationally recognized program has saved 
our members more than $370 million in drug costs over the past 
5 years. We were, quite frankly, very excited about the opportunity 
to expand these savings to Medicare beneficiaries. 

Also, I had personally experienced the plight of beneficiaries who 
existed without drug coverage. My mother has been spending more 
than $8,000 a year on drugs, paying full price at the pharmacy. 
She called me for help on Part D and we spent a few hours going 
over her drug list and different plans to see which might work best 
for her over the Thanksgiving holiday. As a son, it was a humbling 
reminder that this person who once took care of me now needed me 
to help take care of her. Thanks to the Part D program, she will 
save at least $4,000 a year. That is a big deal for her as she ap-
proaches 80 and beyond. For me, that is what this program is 
about.

We all share a commitment to Americans who need Part D and 
need our help to make it work for them. This commitment is what 
has guided our service to seniors for more than 40 years and is pre-
cisely how we approached our implementation of Part D, one per-
son at a time. 
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So what did we do to gear up for Part D? First, we prepared our-
selves, our partners, including all of the pharmacists, and our 
members for what was coming. We reached out to them early and 
often.

Second, we did our best to anticipate the inevitable problems and 
glitches. We developed ‘‘what if’’ scenarios so we could identify 
risks and develop solutions ahead of time. 

My written testimony outlines the proactive steps we took begin-
ning last summer. Let me simply say that it was a massive mobili-
zation effort that required an all hands on deck attitude at our 
company, and our planning has largely paid off. 

Even so, when October 15 arrived, we were immediately 
swamped. The response to this program was far beyond anything 
we had anticipated. Here are just a few examples. 

In 1 month, we have enrolled 63,000 people, more than three 
times the total we enrolled in that market segment the prior 2 
years combined. 

Call volume to our government program line has more than tri-
pled, from 12,000 to over 40,000 per month. Many seniors have 
called us ten, even 20 times for advice. 

At the nearly 300 seminars and outreach sessions that we did, 
we engaged more than 17,000 people personally who wanted to get 
advice and answered questions, and I personally was engaged in 
some of those outreach sessions. 

So how are we doing today? Overall feedback has been positive 
from our State governments, from pharmacies, and from our mem-
bers. I don’t want to mislead you. We have not been perfect. We 
have had our share of problems—fortunately, not with my mom, 
yet, although I am sure I will hear from her if we do. 

But our primary objective has remained intact. We give seniors 
the benefit of the doubt if any question arises and we tell the phar-
macies, fill the prescription. We will pay you. We are taking the fi-
nancial liability, and if we end up overpaying, we do not intend to 
go and seek the reimbursement. We are just paying it now. We will 
sort out the discrepancies later. As a result, Regence members are 
getting their medications and they are calling to say, thanks for 
being on their side. 

Here are a few more numbers. As of January 23, we have filled 
120,000 prescription drug claims. As of January 20, we had paid 
out to pharmacies $7.5 million in medication claims. 

While we are proud of our success, we are not sure that that per-
formance is all that unusual. We believe that the health care in-
dustry has been working hard to help people through this major 
transition. During the moments of frustration, it might be tempt-
ing, even satisfying, to focus on the flaws and point the finger. But 
for those of us on the front lines, it is more important right now 
to persevere, work with our partners to solve problems, and keep 
a laser focus on the people we are here to serve. 

Any human endeavor, especially one that involves 43 million 
Americans, will have challenges and have human errors. At 
Regence, our goal has been to minimize problems and maximize ac-
cess and personal engagement, one beneficiary at a time. We think 
it is working and the effort is worth it for our members. 
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So on behalf of the 5,500 Regence employees that I am here rep-
resenting, I am honored to share our story with you. Thank you for 
inviting me and I am happy to answer any questions. 

[The prepared statement of Mr. Ganz follows:]
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The CHAIRMAN. Mark, your very insightful and helpful testimony 
is particularly memorable regarding your mom. Do you at Regence 
find that you are able to work with the seniors to get through the 
frustration and get them enrolled? Do they appreciate the amount 
of savings that are there for them? I mean, your mom, I am sure, 
is aware that there are $4,000 annual savings available to her. 

Mr. GANZ. Right. I think it is early on, so I think that the appre-
ciation will increase as people see the actual savings and can com-
pare it to the full price they have been paying in the past, because 
they are not only going to get coverage, but they are also getting 
the benefit of a greater focus on generics and other things that will 
actually help lower their costs. So I think that that will increase 
over the year. I mean, we are very early on in this program. 

But yes, I think the main thing we have heard from seniors is 
they have appreciated the personal outreach. That is how they like 
to process. That is how they learn. They are not going to learn it 
from just getting a brochure in the mail. They need to really go 
through it. 

The CHAIRMAN. Our thanks to all three of you and our other two 
panels. You have added measurably to our Senate record and we 
clearly understand from you that it is not perfect, but it can get 
a lot better if we keep working on it. So thank you and thank you, 
Senator Kohl. I think this has been a very informative hearing for 
all members. 

We are adjourned. 
[Whereupon, at 1:09 p.m., the committee was adjourned.] 
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A P P E N D I X 

PREPARED STATEMENT OF SENATOR LARRY CRAIG

Thank you, Mr. Chairman, for convening this important hearing to assess the im-
plementation of the new Medicare Part D prescription drug program. I think one 
month into the roll-out of the program is an opportune time to reflect on the 
progress we have made, the short-comings we have already identified and to discuss 
possible solutions to some of the problems we face. 

I do not want to suggest that all of the news surrounding this program is unfavor-
able. In fact, just the opposite is true. I think the American public has a lot to be 
proud of when we look back on our first month. CMS is reporting that over 1 million 
prescriptions per day are being filled for our nation’s most vulnerable citizens. In 
addition—contrary to many predictions at the time of enactment—dozens upon doz-
ens of companies are participating in a market-based system to provide medications 
to tens of millions of citizens. In my own State of Idaho alone, there are 19 different 
companies offering over 40 plans from which beneficiaries can receive prescription 
medications at significant discounts. One of those providers, The Regence Group, is 
here today to testify about their experience in implementing this important new pro-
gram. I want to thank them for their willingness to come and offer their perspective 
and advice. 

Of course, not all of the news is good either. As I mentioned at the outset of my 
statement, a few serious short-comings have been identified in the implementation 
of this program, particularly in the transition of our Medicaid patients from state 
coverage to Medicare coverage. This complicated transitional period has been 
weighed down by a lack of understanding at the retail pharmacy and consumer level 
as well as a lack of timely and helpful service at the industry and governmental 
levels. Pamphlets and mass mailings are important. But, I think most of you would 
agree there is no substitute for one-on-one human interaction where questions can 
be posed and answered correctly. I know CMS and industry have been training call 
center employees for months and recently have even increased their call center ef-
forts. That is a welcome and important step. Now, it is time to pass on the best 
available, most accurate information to our beneficiaries, pharmacists, and pro-
viders.

Mr. Chairman, just three years ago, Congress and the President set out on a bi-
partisan mission to provide affordable prescription medications to America’s seniors 
and Medicaid-eligible citizens. Together, we put our best efforts forward, forged 
many compromises, and to a large degree have accomplished what we set out to 
achieve. Is our program perfect? No. But, I believe that constructive reviews, such 
as this hearing, coupled with the best intentions of the American people will ulti-
mately perfect this program for the betterment of all of our deserving seniors and 
citizens in need. 

Thank you again, Mr. Chairman. 

PREPARED STATEMENT OF SENATOR SUSAN COLLINS

Mr. Chairman, thank you for holding this hearing to discuss critically important 
issues related to the implementation of the Medicare Part D drug benefit. 

The addition of a prescription drug benefit represents the broadest expansion of 
Medicare since the program’s inception in 1965. This important new program has 
the potential to provide prescription drug coverage—for the first time—to more than 
11 million Medicare beneficiaries who previously had to pay for their prescriptions 
out of their own pockets. Moreover, the program has the potential to improve cov-
erage for millions more who had coverage that was less generous than the new Part 
D benefit. 

Unfortunately, however, the implementation of this new benefit has been fraught 
with serious problems and missteps. Given the magnitude of the new program, I 
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think that everyone anticipated some start-up difficulties. But it is now evident that 
the Centers for Medicare and Medicaid Services has made some major errors and 
miscalculations. Of particular concern is the fact that some of our poorest and sick-
est seniors are the ones who have had the most trouble with the new benefit. We 
must therefore make every effort to identify and rectify these problems as quickly 
as possible. 

I understand that CMS has taken some steps to address a few of the problems 
that have been identified. For example, they have dramatically increased the staff 
at the call center for pharmacists, and they have also improved the speed and accu-
racy of the ‘‘E–1’’ computer system that can be used to check a beneficiary’s enroll-
ment. The Committee will be hearing later from a pharmacy representative who I 
hope will tell us whether these changes have made their jobs any easier. 

Maine was the first state to step in and say that, if a pharmacist is unable to 
confirm that a Medicare beneficiary is enrolled in a Part D plan because of a com-
puter glitches or another problem—the state will cover the costs of the drugs. Gov-
ernor Baldacci is to be commended for stepping in to provide this safety net, and 
I am committed to making sure that my State is not saddled with millions of dollars 
in costs due to the federal government’s problems in implementing the new benefit. 

Secretary Leavitt has given me personal assurances that Maine will be reim-
bursed for the money it is spending to prevent any disruption of benefits for our 
seniors. I have also joined a bipartisan group of my colleagues in introducing legisla-
tion that would require the Department of Health and Human Services to do so. 

As problematic as the start-up has been, this new Medicare benefit has the poten-
tial to provide much-needed relief from high prescription drug costs, particularly for 
those seniors and disabled individuals who previously had no coverage at all. It is 
therefore imperative that we work together to identify problems quickly and make 
the changes necessary to make the program work. 

Again, I want to thank the Chairman for calling this hearing. 

PREPARED STATEMENT OF SENATOR RUSSELL FEINGOLD

I thank the Chairman for holding this hearing today. The implementation of the 
Medicare Prescription Drug Benefit has been of great concern to me as well as my 
constituents in Wisconsin, and I am pleased that the Committee on Aging is exam-
ining some of the serious problems that have occurred since January 1st of this 
year. I am also pleased that Senator Kohl has invited Sue Sutter, a community 
pharmacist from Wisconsin, to come and testify before the committee today. Sue and 
her husband, John, own two pharmacies in Wisconsin, and I know that she will pro-
vide a much-needed perspective on the effects of this program on independent phar-
macies in rural communities. 

Supporters of the Medicare Prescription Drug Benefit have touted it as the vehicle 
that would supply affordable, easily accessible prescription drugs for seniors. The 
program has so far fallen far short of that goal. The outcry that I have heard from 
pharmacists, beneficiaries, and health care providers over the past few weeks makes 
clear that the implementation of the program has been a disaster. This program has 
not provided either affordable or easily accessed drugs to many Medicare bene-
ficiaries. Instead it has presented providers and beneficiaries with frustration, con-
fusion, expensive medications, and sometimes no medications at all. It is unaccept-
able for individuals to go without life-saving medications, yet this is what has been 
happening in Wisconsin and across the country since this program commenced. 

Since the beginning of January, I have received panicked phone calls from people 
in my state saying that they were unable to receive drugs that they had been rou-
tinely getting at their pharmacy every other month. Many calls were from people 
who could not receive essential drugs such as insulin, anti-psychotics, or 
immunosuppressants for transplant patients. At the same time as I was hearing 
from people suffering from pain because they did not receive their pain medications, 
I received press releases from the Centers for Medicare and Medicaid that expressed 
satisfaction with the launch of the program, and boasted on the millions of partici-
pants in the program. There may be millions participating in the program, but too 
many of them cannot receive their drugs and too many pharmacists are unable to 
comply with the complicated regulations in the program. CMS should be focusing 
its efforts on addressing this emergency rather than disseminating public relations 
messages.

I hope that this hearing will provide a forum in which important questions will 
be answered, and that solutions will be found to the multi-faceted troubles that 
have occurred as a result of this program. I have written Secretary Leavitt and Dr. 
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McClellan repeatedly to voice my concern about Medicare Part D, but I have not 
yet received a single response. 

Some of the problems that I hope are addressed by the administration today in-
clude the supposed contingency plans for implementation that have failed. The tran-
sitional plans offered by the private drugs plans have often been inadequate. While 
a 30-day supply of drugs has been encouraged by CMS, it has not been required. 
I think it is time that CMS remember who this plan is supposed to serve: the peo-
ple, not the drug and insurance companies. 

I also hope that the many problems regarding dual eligibles are addressed in this 
hearing. I was disheartened to learn that some beneficiaries had to pay for their 
drugs on their credit cards, their only other option being to go without their medica-
tions. Those with little income will be paying for these drugs for months, with inter-
est, and this is a sad burden for the federal government to place on the neediest 
in society. Other dual eligibles are entirely without drugs or have had gaps in their 
treatment. This is unacceptable, and I hope this is addressed today. 

Additionally, I hope that CMS will properly address the issue of reimbursement 
for the state governments. Many states, including Wisconsin, came to the aid of the 
public when the federal government would not by enacting emergency provisions. 
Now, these states are depending on the federal government to act responsibly and 
reimburse them for funds that were spent out of tight state budgets. To date, the 
administration has put in place a complicated system that forces states to bill var-
ious private drug plans. This is an undue burden for states short on cash and per-
sonnel, and I hope that CMS will provide an adequate alternative. 

We cannot sustain a great nation if we do not care for our elderly, sick, disabled, 
and home-bound. These are the people this drug plan is supposed to be serving, and 
I fear that they have been dismally let down the past month. Let us not wait any 
longer. There is an opportunity at this hearing to find solutions, and I hope that 
this opportunity will be seized by my colleagues and the administration. 

PREPARED STATEMENT OF SENATOR RICK SANTORUM

Good morning, I would like to thank the Chairman for holding today’s hearing 
and providing an opportunity to discuss a very important topic—the implementation 
of Medicare Part D. I would also like to thank today’s panelists for taking the time 
to share their own experiences with the implementation of this important benefit 
and their suggestions for how it can be improved. As a member who represents a 
state with one of our nation’s largest senior populations, ensuring that my constitu-
ents have access to medically necessary prescription drugs is one of my highest pri-
orities.

Since Medicare Part D implementation began, all of us have heard the anecdotal 
reports of confusion and frustration that have stemmed from the inherent chal-
lenges of implementing the most comprehensive improvement to the Medicare pro-
gram since its inception over forty years ago. As I have personally communicated 
to Secretary Leavitt and Dr. McClellan, it is unacceptable if even one of our most 
vulnerable citizens has encountered any difficulty in obtaining medically necessary 
drugs. Any problems that have been identified since the Medicare drug coverage 
began must be addressed immediately. I look forward to accompanying Secretary 
Leavitt to Pennsylvania later this month so that he can see first hand what my con-
stituents are experiencing. 

The Aging Committee is taking an important first step in delving into issues re-
lated to Medicare Part D implementation, and next week’s Senate Finance Com-
mittee hearing will build upon today’s discussion. Many of the questions and con-
cerns we are hearing about Medicare Part D implementation mirror those from the 
early days of implementing the original Medicare program in 1966—problems which 
have long since been resolved. Over the past forty years, Congress has strengthened 
and improved Medicare to ensure that program has kept pace with improvements 
in health care. I would caution my colleagues that hastily drafted legislative ‘‘fixes’’ 
to improve this nascent program would be premature as the program is only in its 
second month, and each day we are hearing positive reports of continuing improve-
ments. Just as Congress has acted to strengthen and improve Medicare over the 
past forty years, I am confident that Congress will continue to work with CMS to 
act as necessary to strengthen and improve Medicare Part D. Honest discussions 
such as today’s are an essential step in ensuring that such improvements are the 
result of a policy driven process. 

Last week I received a letter from a senior in Doylestown, Pennsylvania. She 
wrote, ‘‘Senator Santorum, thank you for supporting the Medicare prescription plan. 
Today I paid $9.60 for a 90 day supply of my hypertension medication which in 2005 
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cost me $45.’’ Thanks to Medicare Part D, this Pennsylvania is not only saving on 
her drug costs, but she has the peace of mind of knowing that her financial health 
is protected against catastrophic drug costs. We cannot lose sight of the enormous 
potential of this benefit to improve the health of millions of Americans; yet, this po-
tential cannot be fulfilled unless the problems the program is experiencing today are 
successfully resolved.
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PREPARED STATEMENT OF SENATOR MEL MARTINEZ

First, I would like to thank the Chairman and the Ranking member for holding 
this critical hearing. 

Clearly, the implementation of Medicare Part D has been a massive undertaking. 
And, with most undertakings of this proportion, problems can and have arisen. 

But we must not lose sight that the kinks in the system are being addressed and 
their impact minimized more each day as the process continues to move forward. 

A project of this magnitude is going to have rough spots as it starts. The goal 
must be to improve and so so in a timely manner. 

However, I have been greatly concerned about the impact on some of Florida’s 
most vulnerable population the roughly 400,00 dual eligibles that reside in the 
state.

It has been reported that a portion of these low income individuals are experi-
encing great difficulty in gaining access to much needed medications. 

To stave off a crisis situation, I am very pleased that the Centers for Medicare 
and Medicaid Services (CMS) announced a state reimbursement plan for costs asso-
ciated with the successful transition of dual eligible Medicare beneficiaries into their 
new Medicare coverage. 

Governor Bush, after consultation with Florida House and Senate leadership, also 
signed an Executive Order providing authorization for Florida’s Agency for Health 
Care Administration (AHCA) to apply for this waiver. 

Florida’s temporary waiver will provide one more tool for AHCA to handle cases-
particularly those in the low-income subsidy category-to transition successfully to 
Medicare without the burden of unwarranted deductibles, co-insurance or excessive 
co-payments.

This waiver will allow the state to focus its efforts on those who are still con-
fronting problems and to resolve those issues as quickly as possible. 

With that said, I look forward to hearing from Dr. Mark McClellan for an update 
on the situation and the views of the other panelists we have here today. Thank 
you.

QUESTIONS FROM SENATOR SANTORUM FOR ROBERT KENNY

Question. What advice would you offer to a Medicare beneficiary who may be re-
luctant to find out about or enroll in Medicare drug coverage? 

Answer. The new Medicare Part D Prescription Drug Coverage bill seems to be 
either liked or disked. I will not attempt to settle that argument here. 

The real question needs to be, ‘‘Now that it is here, should I join or not?’’ The 
answer is, ‘‘Yes, join.’’

Yes, join even if you do not like the law, the people who wrote it are anything 
else about it. Join even if you think it is big, dumb and overly complicated. 

Yes, join if you spend as little as $35 a month for prescription drugs. There is 
a plan that will save you money. Yes, join even if you do not spend $250 to use 
the deductible. Most of us use more drugs as we age and even if you are not spend-
ing it now, there is an excellent chance you will spend much more than that in the 
future. Joining now may seem like a waste of money but there is a 1% a month 
additional charge if you wait to join until after May 15, 2006. Plans are available, 
in our area, for as little as $6.93 a month, so it does not cost much to avoid the 
stiff penalty. 

QUESTIONS FROM SENATOR SANTORUM FOR SUSAN SUTTER

Question. You criticized the prescription drug plans’ efforts to provide support to 
pharmacists-can you speak to how effective education efforts have been on the part 
of CMS and prescription drug plans since January 1st? How do you believe these 
efforts could be approved? 

Answer. Quite frankly, pharmacists have gone from a severe lack of information 
from the plans prior to January 1st to ‘‘information overload’’ from both CMS and 
the plans as the challenges and problems of implementation have been identified. 
Pharmacists are now faced with tons of documents from the plans which can only 
be implemented if the pharmacist continues to shift their professional time to these 
administration issues instead of serving their patients and their needs. The problem 
with the volume and variety of information we are now receiving confirms what I 
stated in my testimony—the Medicare Part D benefit needs to be simplified and 
standardized.

Until the larger issue of standardizing the plan can be addressed, CMS should 
be directed to clearly delineate what information CMS will provide and that which 
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should come from the plans. For example, CMS could define what areas of informa-
tion all plans must have policies on and direct the plans to provide that information 
in a concise common format for easy review for the pharmacist. 

All of this written information does not help patients receive their medications if 
the individuals on the plan’s ‘‘help’’ desk are not adequately trained or educated to 
implement the plan’s policy correctly. After two months, some plans still have phar-
macists working through a maze of phone numbers or individuals to get a problem 
resolved.

Finally, let me share a personal example of obtaining information, but finding it 
difficult to use the information to actually serve the patient. A patient (not a dual-
eligible) came in my pharmacy yesterday to have his medication refilled and pre-
sented his Part D card that he had finally received. I asked when his benefit was 
effective and he stated January 1st. I offered to send his January claims to his plan 
and refund any difference. I made the offer because I had read that CMS requested 
that the plans open their claims processing ‘‘windows’’ (which often are only open 
for 30 days or less) to accommodate this type of situation. I received the message 
‘‘claim too old’’ and confirmed through the PBM’s help desk that the patient would 
have to file paper claims to be reimbursed. I contacted the plan’s Director of Phar-
macy to confirm that the plan had decided to ignore CMS’s request. He stated that 
the plan wants the claims to be accepted but that the PBM is saying no to the plan 
and it remains a point of ‘‘discussion’’ between the plan and the PBM. In summary, 
it only confuses the situation to communicate directives from CMS if the plans, or 
in this case, the plan’s PBM, can ignore the request. Again, CMS needs the author-
ity to mandate, not simply request, such directives to the plans. 

Question. Have recent efforts on the part of CMS, such as pharmacy call-in ses-
sions, been helpful in clarifying confusion? 

Answer. Pharmacists appreciate CMS’s outreach efforts but not all pharmacists 
are able to participate in the call-in sessions. In addition, the session conducted on 
Part B versus Part D drug coverage was very useful. However the most common 
problem for pharmacists is that the Part D plans themselves are not clear on the 
issue. CMS must follow through and audit the Part D plans’ proper coverage of 
these drugs. 

The most effective method CMS has used is communicating through the pharmacy 
professional associations. As a member of several of these associations, I appreciate 
the outreach to them. 

Going forward, CMS should identify one method of communication—one spot on 
the CMS website or one e-mail listserv—to communicate with pharmacists. If such 
an effort was made, pharmacists would know there was a simple, quick way to find 
information on Part D and look for updates. 

Thank you for your interest in the challenges pharmacists are facing with the im-
plementation of Medicare Part D.
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