
P hysicians may never be
happy with the way Medicare
is run, but the past two years
have been relatively good ones.
Reimbursement rates increased mod-

estly in 2004 when they had been expected to decline,
and went up a little more in 2005. The government’s standard-
ized patient payment plan may not have been perfect, especially
with the rising costs of pharmaceutical treatments, but it was easy
enough for everyone in the clinic to understand. 

Unfortunately, the future does not like it will be so serene. The
outlook for 2006 is uncertain at best due to unresolved issues in
Washington. The Senate approved a budget reconciliation bill
that calls for the projected 4.4 reimbursement rate cut to be
replaced with a 1.1 percent increase, but as of early December the
House of Representatives was still mulling this matter over. 

But the real seismic event has already hit. In mid-November
the Centers for Medicare and Medicaid Services brought us con-
fusion by unleashing a complicated new prescription benefit pro-
gram. Medicare enrollees now have to choose a plan based on
their needs and location before May 15, 2006 or suffer a financial
penalty. Picking the right program often means ignoring the
pitchmen who work on commission to get more members on
their plan and going through a government-created web site to
compare benefits with costs, which may be a problem for older
patients who are less than computer-savvy. 

These changes could affect the
way physicians practice medicine at all
levels, from the long-term business plans
to the day-to-day clinical decisions. Many
practitioners from all fields of medicine are contemplating
leaving Medicare if the cuts mentioned in Part B of the new
plans are not rescinded. Those who continue to see patients in
the program, or are willing to forego payments from Part B
from those who still enjoy prescription coverage, may have to
become health care plan advisors to help patients untangle the
mysteries of Part D and continue to afford their medications.
(On page 31 of this issue, we provide a patient education hand-
out that may help.) 

Any physician who is not planning to retire in the next few
months needs to prepare for the repercussions likely to affect their
practices after January 1. Here’s what you should know to help
you, and your patients, make it through the chaotic next few
months safely.

The Beginning of an Exodus?
Throughout most of 2005, the American Medical Association
has worked to make the public aware of, and incensed about,
the looming cuts to physician payments in hopes of fostering
grass-roots lobbying of legislators. In November the AMA
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played hardball, predicting a mass exodus of practitioners from
Medicare when 38 percent of respondents in a member survey
reported they would stop taking new Medicare patients if the
first cut went into effect. This has lead to more action and
awareness in the political arena, but not instant results. 

On the same day the AMA announced the survey results, it
posted a document on its web site (www.ama-assn.org) detail-
ing how physicians can choose not to participate and/or
change their contractual obligations. Those who decide to go
into private contracting must have their patients sign an affi-
davit agreeing to give up all Medicare payment for services
while acknowledging he or she has the right to get these serv-
ices from a participating physician. The physician must file the
affidavit, also stating he or she will receive no payment from
Medicare or services provided to any Medicare beneficiary for
the following two-year period and have it delivered to CMS at
least 30 days before the next calendar quarter. 

Of course, this is not the only option. Physicians may still
elect to participate in Medicare and accept the approved amount
for the set co-pays. You can also become a non-participating
member, asking for more in co-pays to make up for the reduced
reimbursement rates. But many opponents of Medicare say this
is the perfect time to sever ties.

Jamestown, NY neurologist Lawrence Huntoon, MD, PhD
of the Association of American Physicians and Surgeons says his
group has been advocating freedom from Medicare and other
third-party payers for years now. The organization’s web site,
www.aapsonline.org, provides a detailed step-by-step plan for
opting out of the system. 

Dr. Huntoon calls this situation the predictable adverse
effect of government price-fixing. “With planned cumulative
cuts in physician Medicare fees of at least 26 percent over the
next six years, what do you think will happen to access to med-
ical care for senior citizens?” he says. “We are already witness-
ing increased waiting times for seniors to get in to see their
doctor or a specialist.” Some physicians are no longer accept-
ing new Medicare patients in order to stave off financial loss,
he says. “And, past the age of 65, patients have lost the right
that younger patients have to pay for their own medical care
out of their own pocket, as they desire.”

Although opting out may seem like it’s cutting patients off
from care, Dr. Huntoon says opted-out physicians may serve a
unique role in the future by working outside of the restric-

tions. As Medicare stops offering to reimburse the cost of a
service, many physicians will no longer be able to offer it to
patients; with Medicare’s restrictions on how much the physi-
cian can charge there will be no way to make up the difference.
“Fortunately, opted-out physicians will be able to see Medicare
patients when these access problems begin to increase,” Dr.
Huntoon says. 

Some physicians may feel opting out is too drastic a solution
at this point, but with cuts predicted to reach 26 percent over
the next six years it may seem like a more attractive option over
time. Even if the cuts are postponed or halted, some physicians
may still decide to opt out to spare themselves (and their
patients) the aggravation of dealing with government policies. 

Untangling Part D
For years, senior citizens have been complaining of the high
costs of health care. Politicians, meanwhile, lamented how enti-
tlement spending on Medicare programs hamstrung public
budgets, crowding out other services. The program is in the
midst of a radical change, one that may or may not be for the
better. What was once a “one-size-fits-all” government program
has now become a clearinghouse for a number of plans, with
patients left trying to figure out which one best suits their needs.
Such decisions are difficult enough for young, healthy, well-edu-
cated adults in the prime of life, so it’s not difficult to imagine
the burden and anxiety this creates for elderly patients suffering
from chronic ailments and generally fearful of change.

The mainstream media has been filled with headlines about
how confusing Medicare Part D is since before it was official-
ly launched, and the plan’s complexity has been compounded
by sales pitches from representatives of various HMOs trying
to recruit more members in their plans. Once a Medicare
patient decides what he or she needs, the individual then has
to sift through as many as a hundred local and federal drug
plans to find the best one, a process usually best done online.
Unfortunately, CMS’s web-site (www.medicare.gov or more
directly my.medicare.gov) is often described as “less than user
friendly,” particularly for a population that grew up without
computers. And although using a computer is not a strenuous
task, it can still be as difficult for patients who suffer cognitive
impairments or movement-related disorders as it would for
someone with glaucoma or arthritis. 

The costs of most plans may be different from what

By Nathan Hall, Associate Editor

Offering a new drug benefit for seniors but yet another pay
cut for physicians, Medicare will radically change the way you
practice in 2006. Here's how to be ready when the dust settles.

     



patients are used to, and they may find they have better cover-
age through their employer or other provider. The standard
costs of Medicare prescription drug plans, taken as stand-alone
coverage, can still be very expensive. The premiums come out
to an average $384 a year ($32 per month) with a $250
deductible. After this deductible is reached, the patient pays 25
percent of drug costs up to $2,250, then the patient enters
what is commonly called the “donut hole” where they pay 100
percent of drug costs until reaching a total of $5,100. 

After paying a cumulative amount of $3,600 out of pocket,
patients enter the “catastrophic coverage” stage where they only
have to pay five percent of all drug costs until the end of the
year. Individuals on lower incomes (see sidebar) will have their
premiums set on a sliding scale, a $50 deductible, and 15 per-
cent of drug costs covered up to $5,100, and $2-5 per prescrip-
tion after that. Persons with dual eligibility for Medicare and
Medicaid and those with incomes at or below $12,920 for
individuals and $17,321 for a couple have no premiums or
deductibles and only have to pay up to $5 for each prescription
until they reach $5,100, after which there is no co-pay.

Thomas Leist, MD, PhD of Thomas Jefferson University in
Philadelphia has been telling his MS patients on Medicare
about Part D for several months. He says physicians can discuss
the plans available in their region for that sort of patient as well
as show them the co-pays and “donut holes.” He also worked
with his staff so they would be able to help educate the patients
how to use the CMS web site and pick a coverage plan. 

“We can show patients the web site, but it’s not us who
makes a decision for a plan,” says Dr. Leist. “It’s the patient or
the patient’s caregiver who ultimately decides.”

When it comes to picking a plan, Dr. Leist says it’s impor-
tant for patients not to go right for the plan with the lowest
premiums. Instead, they should place more value on the specif-
ic treatments covered by each. However, they may have a diffi-
cult time finding one particular plan in which all their medica-
tions are covered, and as their health declines it may be diffi-
cult to predict their future needs and covered services.

What’s more, a plan that may have been the best choice at the
time may change its coverage with little warning, leaving the
patient in the lurch. “Chronic patients can only choose one plan
per year, but the plans can change every 90 days,” Dr. Leist says. 

Despite the bewildering array of options patients have to
choose from and the fact some may find themselves with higher
payments, Dr. Leist says the new rules for Part D may offer some
benefits as they present new opportunities to those who previous-
ly had a hard time being covered. Those with dual eligibility will
be able to pick which plan fits best for them individually. 

Marc Nuwer MD, PhD of UCLA Medical Center says
patients should certainly sign up as soon as possible but it is
still too difficult to say what choices will prove to be the best
ones. “It will be a few years until we actually know which plans
are really better,” he says. “Until then, no one really knows. But
you have to start somewhere.”

Dr. Huntoon, though, describes Part D as adding “additional
weight to an already sinking ship.” He says Medicare will likely
raise the prices of premiums and reduce benefits when the costs
start rising with increased. “The approaching demographic crisis,
with millions of baby boomers ready to retire, is something that
cannot be ignored,” he says. “How will all of this be paid for?”

Meanwhile, Back on the Pharm
The unclear outlook is not limited to the practice. Part D may
change the way pharmaceutical companies work with physi-
cians and the options for patients who currently rely on their
philanthropic programs. Dr. Leist says he wonders if the inde-
pendent foundations that distribute treatments to low-income
patients with the manufacturer’s blessing and backing will still
be able to function. “Pharmaceutical companies may ask if it is
still feasible to give out free drugs,” he says. “Is this one place
where they’re trying to save money on the plan?”

Mason Tenaglia, managing director of pharmaceutical con-
sulting firm the Amundsen Group in Lexington, MA, says it is
possible physicians will see a split in how pharmaceutical com-
panies provide indigent care for seniors. He says some may
continue to offer assistance to Medicare-eligible participants

2006 Medicare Shockwave

30 Practical Neurology December  2005

October 15: Medicare and You handbooks sent to allMedicare beneficiaries. The text is available for in PDFformat at www.medicare.gov.
November 14: Patients who currently have prescrip-tion coverage through an employer, union, govern-ment agency or other organization that is “as goodas” Medicare should have received a letter from aprovider by this date. 
November 15: Enrollment for Medicare Part D begins.
December 31: Medicaid drug coverage ends forMedicare beneficiaries and the Medicare drug dis-count ends. 
January 1: Medicare drug coverage begins for allbeneficiaries enrolled in a plan. The 4.4 percent reim-bursement rate cut begins.
April 2006: CMS will mail reminders to beneficiarieswho have not enrolled in a Medicare drug plan. 
May 15: Last day for patients to enroll in a Medicaredrug plan without a penalty on the premiums.

Dates to Note 

PATIENT EDUCATION HANDOUT: Photocopy the
page to the right and distribute it to your patients.
It offers a general overview and guidance for
patients regarding the Medicare drug plan.
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Determine what you need.
1.First, write down all your medications and dosages:

2.Take note of what pharmacies are around you. Put your favorite pharmacy at the top of the list, but bear in mind
some of the other ones may be on a plan’s “preferred” network. These will offer lower co-pays.

3.If you currently have prescription plan coverage, write down your current co-pays, deductibles and premiums.

4.Always have your Medicare Identification Number close by. Fill it in here for future reference:

Get information on the plans available to you:
• Medicare’s beneficiary web site, my.medicare.gov, has a plan calculator that can measure up the costs and ben-

efits of each option available in your state.
• Medicare’s toll-free number, (800) MEDICARE, also has information about the plans available in each state.
• Lay out any brochures you received from local plans. Circle what their premiums are, how much the co-pays are,

and what prescriptions they cover. 

What to look for in a plan:
1.Look for what prescriptions the plan will pay for, and make sure that yours are covered. You can find a list of

drugs on its formulary. 
2.Be sure the plan’s rules or policies do not limit coverage of the most costly drugs you need or require a less

expensive, similar drug be tried before paying for your treatment. 
3.Remember that the benefits are more important than the premiums. Saving a few dollars every month may be

more expensive in the long-term if the co-pays are high.
4.See what pharmacies near you are included in the “preferred” networks.

Ready to enroll?
1.After taking the time to consider your options, choose the plan that is best for you. 
2.Call the provider and confirm all the information you have is correct before you complete an enrollment form.  
3.If everything is accurate, sign up.

After enrollment:
1.Keep track of how much you spend in prescriptions though the year. Be sure to specify what you paid out-of-

pocket and what the plan covered. If the amount seems high, consider what the costs would be for another plan. 
2.Keep an eye on any changes in your plan. Remember, they are allowed to change their coverage and formularies

every 90 days, while you can only change plans once per year.

Choosing the Right Prescription Coverage Plan from Medicare
Your physician has provided the following worksheet so that you can take advantage of the new Medicare pre-
scription drug benefit. It should help you organize the information you’ll need and highlight key issues to keep
in mind. Whenever in doubt, be sure to consult with your physician.

  



until they are enrolled, while others may promptly cut off any-
one who is Medicare-eligible as soon as Part D goes into effect. 

However, Mr. Tenaglia says the new Medicare plan could
offer significant benefits for needy patients. He says that of the
approximately 10 million seniors who currently lack prescrip-
tion programs, six to seven million will be enrolled through the
programs available on a federal level, with about four million
automatically enrolled by May. “It’s going to expand the num-
ber of people with pharmaceutical coverage pretty significant-
ly,” he says, noting this could reduce the need for indigent sup-
port particularly in states with few senior assistance programs. 

Mr. Tenaglia also envisions changes that could come from
the emphasis Medicare Part D puts on numbers. The biggest
effect could come from the increased cost transparency, as
instead of only worrying about their co-pays patients now have
to worry about the full cost of the treatments for fear of being
pushed into the so-called donut hole. “Today the cash payers
are conscious of this, but in the future everyone will have to be
cost-conscious,” he says.

When this goes into effect, Mr. Tenaglia says pharmaceuti-
cal companies may have to change the way they work. The
increased attention on costs could put them under pressure to
lower their prices and put more emphasis on volume of sales to
maintain profit levels. This, in turn, could lead to new
approaches in marketing, as instead of a standard nationwide
campaign the companies could turn to more customized tactics
in all areas from advertising to visits from pharmaceutical rep-
resentatives. “This is a sea change for the industry,” he says. “It
will take most of the industry a lot of time to figure that out.”

Overall, Mr. Tenaglia describes the effects of the changes in
Medicare Part D as “good, bad and ugly.” The “good,” he says,
is that more people will now receive coverage. The “bad” is that
there will now be more price comparisons, which may lead to
increased criticisms of drug prices. The “ugly” is that now
everything will become more complicated on all levels, from

the patient trying to pick a plan which will cover most of their
medications to the need for companies to create many market-
ing plans tailored for each state’s coverage plans and patient
plans with little margin for error instead of the nationwide
“one-size-fits-all” campaigns they previously employed. 

New Year’s Resolutions
Whatever decisions you make, the coming year could mean
significant changes in the way medicine is practiced. Physicians
struggling to keep their practices in the black with the current
Medicare reimbursement rates may seriously want to think
about opting out of Medicare coverage when the 4.4 percent
cuts go into effect. Those who find this unfeasible due to their
patient population or a lack of other specialists in the area may
want to spend the year working with lobbying groups to stop
the upcoming scheduled cuts, but with inflation, rising liabili-
ty insurance premiums and the growing costs of doing business
this may eventually cease to be a viable option.

The new Part D rules can also change how you write pre-
scriptions. Patients may start requesting treatments covered by
their specific plans or less expensive options when they start
getting closer to the “donut holes” in their coverage.
Pharmaceutical companies may also start spending more time
addressing your specific needs when they send reps to visit your
offices, although their patient assistance programs may become
less accepting to those who could find coverage through
Medicare. On the other hand, you may notice some previous-
ly attentive sales reps vanish into thin air if yours is a predom-
inantly Medicare patient base, as pharmaceutical companies
reorient their sales priorities away from low-margin Medicare
patients in favor of more profitable avenues.

Whatever happens, you may want to spend the few calm
moments between the holidays and the new year thinking about
how to handle 2006. It’s a safe bet that as soon as you get used to
the rules, 2007 will bring even more surprises.  PN
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According to the AAN, most patients will fall into one of four eligibility categories for Medicare drug coverage:
• No prescription drug coverage, where the individuals may want to join a stand-alone drug plan and keep any
other current insurance, such as Part B coverage and Medigap plans or join a combined PDP/health coverage
plan. Alternately, they may elect to do nothing and pay cash for their treatments.
• Drug coverage provided through an employer, union or VA, who may want to find out if their current coverage
is comparable to standard Medicare drug coverage.
• Dual eligibility through Medicare and Medicaid, as those who are already have their drug costs covered through
Medicaid will be automatically enrolled in a Medicare PDP. These patients may have to select a plan before
December 31 or Medicare will randomly choose one for them. They may still elect to change plans later.
• Limited income and resources, as patients with limited resources and incomes less than $14,355 (or $19,245
for married couples). 

Four Categories of Neurology Patients

       


