AUTHENTICATED
U.S. GOVERNMENT
INFORMATION

GPO

MEDICARE PROGRAMS FOR LOW-INCOME
BENEFICIARIES

HEARING

BEFORE THE

SUBCOMMITTEE ON HEALTH

OF THE

COMMITTEE ON WAYS AND MEANS
U.S. HOUSE OF REPRESENTATIVES

ONE HUNDRED TENTH CONGRESS

FIRST SESSION

MAY 3, 2007

Serial No. 110-36

Printed for the use of the Committee on Ways and Means

&

U.S. GOVERNMENT PUBLISHING OFFICE
89-561 WASHINGTON : 2016

For sale by the Superintendent of Documents, U.S. Government Publishing Office
Internet: bookstore.gpo.gov Phone: toll free (866) 512—-1800; DC area (202) 512—-1800
Fax: (202) 512-2104 Mail: Stop IDCC, Washington, DC 20402-0001



COMMITTEE ON WAYS AND MEANS
CHARLES B. RANGEL, New York, Chairman

FORTNEY PETE STARK, California JIM MCCRERY, Louisiana
SANDER M. LEVIN, Michigan WALLY HERGER, California
JIM MCDERMOTT, Washington DAVE CAMP, Michigan
JOHN LEWIS, Georgia JIM RAMSTAD, Minnesota
RICHARD E. NEAL, Massachusetts SAM JOHNSON, Texas
MICHAEL R. MCNULTY, New York PHIL ENGLISH, Pennsylvania
JOHN S. TANNER, Tennessee JERRY WELLER, Illinois
XAVIER BECERRA, California KENNY HULSHOF, Missouri
LLOYD DOGGETT, Texas RON LEWIS, Kentucky

EARL POMEROY, North Dakota KEVIN BRADY, Texas
STEPHANIE TUBBS JONES, Ohio THOMAS M. REYNOLDS, New York
MIKE THOMPSON, California PAUL RYAN, Wisconsin
JOHN B. LARSON, Connecticut ERIC CANTOR, Virginia
RAHM EMANUEL, Illinois JOHN LINDER, Georgia
EARL BLUMENAUER, Oregon DEVIN NUNES, California
RON KIND, Wisconsin PAT TIBERI, Ohio

BILL PASCRELL, JR., New Jersey JON PORTER, Nevada

SHELLEY BERKLEY, Nevada

JOSEPH CROWLEY, New York

CHRIS VAN HOLLEN, Maryland
KENDRICK MEEK, Florida

ALLYSON Y. SCHWARTZ, Pennsylvania
ARTUR DAVIS, Alabama

JANICE MAYS, Chief Counsel and Staff Director
BRETT LOPER, Minority Staff Director

SUBCOMMITTEE ON HEALTH
FORTNEY PETE STARK, California, Chairman

LLOYD DOGGETT, Texas DAVE CAMP, Michigan

MIKE THOMPSON, California SAM JOHNSON, Texas
RAHM EMANUEL, Illinois JIM RAMSTAD, Minnesota
XAVIER BECERRA, California PHIL ENGLISH, Pennsylvania
EARL POMEROY, North Dakota KENNY HULSHOF, Missouri

STEPHANIE TUBBS JONES, Ohio
RON KIND, Wisconsin

ii



CONTENTS

Page
Advisory of May 3, 2007, announcing the hearing ..........cccccoooiiiiiniiiniinieenne 2
WITNESSES
The Honorable Lloyd Doggett, a Representative in Congress from the State
OF TEXAS  c.veveeitenieeitet ettt ettt et sb ettt ettt e et e et et e sat et e eae et e ebe et e sbe et e bt et enres 14
The Honorable Jason Altmire, a Representative in Congress from the State
Of PENNSYIVANIA  ..oouiiiiiiiiiieiiiee ettt e 16
S. Lawrence Kocot, Senior Advisor to the Administrator, Centers for Medicare
and Medicaid SEIVICES .....ccccorviiiiiiriiiiiieeieeriteet ettt ettt st 34
Beatrice Disman, Regional Commissioner, New York Region, Social Security
AdmINISEration  ..cc.coviiieriiiiiirie ettt 28
J. Ruth Kennedy, Medicaid Deputy Director, Louisiana Department of Health
and Hospitals, Baton Rouge, Louisiana ..........cccccoceeiiiniiiiiiiniiiiicieeeeieee, 74
N. Joyce Payne, Ed.D, Member, AARP Board of Directors ... 78
Patricia Nemore, Center for Medicare Advocacy .........cccceevveeeriveeencieeeenieeeenneenns 89
Emelia Santiago Herrera, Moore Consulting Group, Inc., Orlando, Florida ...... 101
SUBMISSIONS FOR THE RECORD
National Council on Aging, statement 110
Senior Citizens League, statement ........c..cccoccevviiveriieniniineniieneneeeseeesieeeeenn 116

iii






MEDICARE PROGRAMS FOR LOW-INCOME
BENEFICIARIES

THURSDAY, MAY 3, 2007

U.S. HOUSE OF REPRESENTATIVES,
COMMITTEE ON WAYS AND MEANS,
SUBCOMMITTEE ON HEALTH,
Washington, DC.

The Subcommittee met, pursuant to notice, at 10:04 a.m., in
room 1100, Longworth House Office Building, the Honorable
Fortney Pete Stark (Chairman of the Subcommittee) presiding.

[The advisory announcing the hearing follows:]
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ADVISORY

FROM THE COMMITTEE ON WAYS AND MEANS

SUBCOMMITTEE ON HEALTH

FOR IMMEDIATE RELEASE CONTACT: (202) 225-3943
May 03, 2007
HI-9

Chairman Stark Announces a Hearing on
Medicare Programs for Low-Income Beneficiaries

House Ways and Means Health Subcommittee Chairman Pete Stark (D—CA) an-
nounced today that the Subcommittee on Health will hold a hearing on financial as-
sistance programs for low-income Medicare beneficiaries. The hearing will take
place at 10:00 a.m. on Thursday, May 3, 2007, in Room 1100, Longworth
House Office Building.

In view of the limited time available to hear witnesses, oral testimony at this
hearing will be from the invited witness only. However, any individual or organiza-
tion not scheduled for an oral appearance may submit a written statement for con-
sideration by the Committee and for inclusion in the printed record of the hearing.

BACKGROUND:

While Medicare provides universal coverage for senior citizens and people with
disabilities, it can require significant out-of-pocket spending. Congress recognized
the need to help low-income beneficiaries with Medicare costs through the creation
of the Medicare Savings Programs (MSP), which help cover premium and cost-shar-
ing charges. Individually, these programs are the Qualified Medicare Beneficiary
Program (QMB), the Specified Low-income Medicare Beneficiary Program (SLMB)
and the Qualified Individual Program (QI). Congress also acted to help low-income
Medicare beneficiaries in the new Part D prescription drug program by creating a
Low Income Subsidy (LIS). Together, these programs help millions of beneficiaries
afford needed medical services and medications. However, millions of beneficiaries
who are eligible for these programs are not participating.

Medicare Savings Programs

The Federal Government broadly defines three categories of beneficiaries and pro-
grams that comprise the MSP. Under current law, Qualified Medicare Beneficiaries
(QMBs) have income at or below 100 percent of the federal poverty line (FPL)
($10,210—individual/$13,690—couple in 2007), but above eligibility for full Medicaid
coverage. State Medicaid programs pay Part B premiums and all Medicare cost-
sharing for QMBs. Specified Low-Income Beneficiaries (SLMBs) have income be-
tween 100 and 120 percent of the FPL, and state Medicaid programs pay their Part
B premiums. Qualifying Individuals (QIs) have income between 120 and 135 percent
of the FPL and the Federal Government pays their Part B premiums. The QMB and
SLMB programs are entitlements for which state Medicaid programs pay a share
of these costs. The QI program is funded through an annual capped appropriation
passed through the Medicare Part B Trust Fund. Federal law sets the income eligi-
bility requirements, application procedures and asset limitations to qualify for these
programs differ substantially across the states.

The MSP are a vital safety net for approximately 1.6 million beneficiaries. How-
ever, estimates suggest that only 40 to 60 percent of eligible beneficiaries are par-
ticipating. Onerous application requirements, personal disclosures about income and
assets, and lack of awareness of the programs are largely responsible for the low
enrollment rates. States also have a financial disincentive to find and enroll these
low-income Medicare beneficiaries because state expenditures increase when bene-
ficiaries enroll in MSP.
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Low-Income Subsidy Program for Prescription Drugs

The LIS program provides extra help for beneficiaries with limited income and re-
sources in paying for Medicare prescription drug plan costs. For 2007, beneficiaries
with incomes below 150 percent of the Federal Poverty Level (FPL)—$14,700 indi-
vidual/$19,800 couple and with assets under $10,210 (individual) or $20,410 (cou-
ple)—qualify for the LIS. However, benefits in the LIS differ substantially based on
where beneficiaries fall on the income and asset spectrums—“ranging from complete
premium assistance with no deductible and copayments of $1-$5.35, to partial pre-
mium assistance with a deductible and copayments that are lower than standard
coverage.

Beneficiaries with full Medicaid benefits (“dual eligibles”), those in a Medicare
Savings Program and those who receive Supplemental Security Income (SSI) are
deemed eligible for the LIS and automatically enrolled in a prescription drug plan.
Thus, of the approximately nine million beneficiaries currently enrolled in the LIS
program, more than six million were automatically enrolled into a plan. However,
CMS estimates that more than 3 million beneficiaries eligible for the LIS are not
enrolled in a prescription drug program at all. Targeted, aggressive outreach pro-
grams are necessary to get these beneficiaries enrolled. Numerous Medicare advo-
cates and analysts have also called for an end to the complicated asset test, which
has kept millions more from qualifying for extra help and, they argue, penalizes
beneficiaries who have managed to accrue even modest savings or assets.

Increased enrollment in LIS and MSP would provide financial security to millions
of Medicare beneficiaries who can’t afford Medicare’s out-of-pocket costs. Improved
outreach, less burdensome application processes, and adjusted income and asset lim-
its could greatly increase enrollment, improving both the financial and physical
health of Medicare’s most vulnerable beneficiaries.

“We must determine how best to ensure that Medicare remains affordable
for all senior citizens and people with disabilities,” said Chairman Stark
in announcing the hearing. “Improving the Low Income Subsidy and Medi-
care Savings Programs is the most efficient and direct way to guar-
antee affordable, comprehensive Medicare coverage to low-income
beneficiaries.”

FOCUS OF THE HEARING:

The hearing will focus on the current state of the Part D Low Income Subsidy
the Medicare Savings Programs, and opportunities to increase enrollment and ex-
pand eligibility in these programs.

DETAILS FOR SUBMISSION OF WRITTEN COMMENTS:

Please Note: Any person(s) and/or organization(s) wishing to submit for the hear-
ing record must follow the appropriate link on the hearing page of the Committee
website and complete the informational forms. From the Committee homepage,
hitp:/lwaysandmeans.house.gov, select “110th Congress” from the menu entitled,
“Committee Hearings” (http://waysandmeans.house.gov / Hearings.asp?congress=18).
Select the hearing for which you would like to submit, and click on the link entitled,
“Click here to provide a submission for the record.” Once you have followed the on-
line instructions, completing all informational forms and clicking “submit” on the
final page, an email will be sent to the address which you supply confirming your
interest in providing a submission for the record. You MUST REPLY to the email
and ATTACH your submission as a Word or WordPerfect document, in compliance
with the formatting requirements listed below, by close of business Thursday, May
17, 2007. Finally, please note that due to the change in House mail policy, the U.S.
Capitol Police will refuse sealed-package deliveries to all House Office Buildings.
For questions, or if you encounter technical problems, please call (202) 225-1721.

FORMATTING REQUIREMENTS:

The Committee relies on electronic submissions for printing the official hearing
record. As always, submissions will be included in the record according to the discre-
tion of the Committee. The Committee will not alter the content of your submission,
but we reserve the right to format it according to our guidelines. Any submission
provided to the Committee by a witness, any supplementary materials submitted for
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the printed record, and any written comments in response to a request for written
comments must conform to the guidelines listed below. Any submission or supple-
mentary item not in compliance with these guidelines will not be printed, but will
be maintained in the Committee files for review and use by the Committee.

1. All submissions and supplementary materials must be provided in Word or WordPerfect
format and MUST NOT exceed a total of 10 pages, including attachments. Witnesses and sub-
mitters are advised that the Committee relies on electronic submissions for printing the official
hearing record.

2. Copies of whole documents submitted as exhibit material will not be accepted for printing.
Instead, exhibit material should be referenced and quoted or paraphrased. All exhibit material
not meeting these specifications will be maintained in the Committee files for review and use
by the Committee.

3. All submissions must include a list of all clients, persons, and/or organizations on whose
behalf the witness appears. A supplemental sheet must accompany each submission listing the
name, company, address, and telephone and fax numbers of each witness.

Note: All Committee advisories and news releases are available on the World
Wide Web at Attp://waysandmeans.house.gov.

The Committee seeks to make its facilities accessible to persons with disabilities.
If you are in need of special accommodations, please call 202—-225-1721 or 202-226—
3411 TTD/TTY in advance of the event (four business days’ notice is requested).
Questions with regard to special accommodation needs in general (including avail-
ability of Committee materials in alternative formats) may be directed to the Com-
mittee as noted above.

Chairman STARK. If our guests would like to join us and find
a seat, we will begin our hearing on help for low income Medicare
beneficiaries.

Medicare is and should always remain an entitlement for seniors
and people with disabilities. I think we have a duty to ensure that
the most vulnerable low income Medicare beneficiaries are assured
access to this entitlement.

Recognizing this, I introduced the Medicare Catastrophic Cov-
erage Act 20 years ago, at the request of President Reagan, it per-
haps was the shortest lived piece of legislation to come out of this
Committee, but it did have a decent drug benefit, which we do not
have now, and it did have a catastrophic cap, but that is history.

What is left of it, however, is what we now know as the QMB
part of our legislation and the last vestiges of that Act.

We in this Committee have a history on these issues to protect
and advance the coverage of low income beneficiaries. Fifty percent
of the people over 65 have incomes below $20,000 a year and by
the time you add up $1,100 in Part B premiums and $131 Part B
deductible that is going up each year, and $300 or so in Part D pre-
miums, and a Part D deductible that may be $265 and a couple of
hundred bucks more in out-of-pocket costs, many of these bene-
ficiaries are spending over 10 percent of their already limited in-
come on medical care.

The two major programs that target financial relief for low in-
come beneficiaries are the Medicare savings programs, which com-
prise QMB and SLMB and QI programs, help low income bene-
ficiaries pay Medicare premiums and cost sharing.

The low income subsidiary programs help beneficiaries pay for
prescription drugs under Part D.
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These programs provide vital financial safety nets for millions of
Medicare beneficiaries, but they are unnecessarily complex, and the
participation rates are unacceptably low.

Estimates suggest that three to four million people are eligible
but not enrolled in the Part D LIS and in MSP, estimates that 40
to 60 percent of the eligible low income beneficiaries—only 40 to 60
percent get the help to which they are entitled.

Bottom line is that millions of people who could benefit from
these programs do not. I would wager it is not because they do not
need or want the help, it is just they do not know it is there or
how to go about getting it.

Improving the low income subsidy and Medicare programs, sav-
ings 1s the most efficient and effective way to help the beneficiaries
who need it most.

Medicare Advantage plans would have us believe they are the
ones offering the most help to the most vulnerable. That is just not
true. Medicare MSP and LIS are far and away the most important
and comprehensive sources of supplemental coverage for low in-
come Medicare beneficiaries.

Unlike Advantage plans, these programs protect the choices that
matter to beneficiaries. Choice of doctor, choice of hospital, and full
“subsidation” of cost sharing. No games. No profiteering. No low
balls. Just straight up help.

Done right, it is a strategy that is equitable, efficient and effec-
tive.

Today we will hear more about the current state of these pro-
grams and the options for improving them. Simple changes to eligi-
bility and enrollment rules coupled with strong outreach programs
could help millions more beneficiaries get the support and medical
care they need and deserve.

I hope my colleagues will join us in our efforts to do that this
year. I look forward to hearing from our friends, Lloyd Doggett and
Jason Altmire from Pennsylvania. They will discuss legislation that
they have to improve the LIS program.

In the second panel we will hear from CMS and Social Security
about how these programs are running, and I hope help us identify
opportunities for improvement.

The final panel, the State of Louisiana and several advocate and
beneficiary organizations, will discuss the positive and negative as-
pects of the low income programs and what we can do to improve
financial support for vulnerable beneficiaries.

I look forward to the testimony of our witnesses and would like
to yield to Mr. Camp for any remarks he would like to make.

Mr. CAMP. Thank you, Mr. Chairman. I, too, welcome our panels
today. Today we will examine programs that provide help to low in-
come Medicare beneficiaries and certainly these programs are crit-
ical to our most vulnerable seniors who without them would not
have access to health care services.

As we consider ways to improve these programs, we must focus
on measures that give beneficiaries the ability to choose how they
get assistance and also promote the most cost effective strategy for
administering these benefits.

For over 30 years Medicare has provided assistance to low in-
come seniors through Medicare savings programs, which have
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helped to pay premiums, cost sharing and deductibles for eligible
low income beneficiaries.

Yet these programs have not reached enough of the eligible bene-
ficiaries. Some have suggested we should expand these programs
and possibly even require beneficiaries to be automatically en-
rolled.

This approach raises a number of potential concerns. A manda-
tory enrollment program could also raise significant privacy con-
cerns. In order to automatically enroll all eligible seniors, multiple
Government agencies would have to share sensitive and confiden-
tial information which may require changing existing privacy pro-
tections.

These programs are not, however, the only way to assist low in-
come Medicare beneficiaries.

We will hear today from Ms. Emelia Santiago-Herrera, a Medi-
care beneficiary from Orlando, Florida. Ms. Herrera is enrolled in
a Medicare plan that helped her qualify for the low income subsidy
which coupled with her Medicare Advantage plan provides her with
free prescription drugs.

Ms. Herrera’s plan also pays her co-payments and other costs as
well as providing extra benefits that Medicare does not cover, like
diabetes disease management and transportation to her doctor ap-
pointments.

Without these additional benefits, Ms. Herrera would likely be
forced to live in a nursing home.

As we consider ways to assist low income beneficiaries, I hope
that we will consider Ms. Herrera’s testimony as an example of
how beneficiaries can select how they receive their assistance and
not force them into an one size fits all model.

With that, Mr. Chairman, I yield back the balance of my time.

Chairman STARK. Thank you. Now I guess we will hear in ei-
ther order——

Mr. DOGGETT. I am glad to lead.

Chairman STARK. Mr. Doggett, a distinguished member of our
Committee. You have a bill analysis before us.

Mr. DOGGETT. Mr. Chairman, I have passed that out, I believe,
and a bill analysis that we did on each section of that.

[The information follows:]



Denied Applicants for “Extra Help” with Medicare Part D Through the End of 2006

The Office of Policy has analyzed denied applicents for extra help through the end of
2006, This study is based on the fitll universe of denied applicants in the Social Security
Administration’s Medicare Database.

For purposes of this analysis, a denied applicant is an individual for whom at least one
application for the low-income subsidy (LIS) under Medicare Part D has been denied. if an
individual has applicd more than onrce, we consider only the most recent denial.” Denials in this
study exclude applications that have been approved on appeal and those for which g Ippeais
remain open. As of January 1, 2007, we find a total of 2,486,140 denied applicants’.

Overall Reasans for Denials

Reasons for denials are shown in Table 1. Analysis is at the individual level, The

“couple” categary represents the number of individuals who applied with their spouses and were
denied, and the total of 2,486,140 denied applicants includes both members of denied couples.
The deniai categeries are mutually exclusive and sum to 100 percent in eachrow. Table I
includes & category for denials based on béth income and resources. In alf other cases where
muitiple dental reasuns were reported, the individual is assigned 1o the first applicable category.

- Loz example, an individual who was not eligible for Medicare and who also reported high

" resonrees would be classified as “Not a Medicare Beneficiary,” but an individual who ilsted
resoiree and income amourts m exceﬂ;e of pmgram limits would be classified as “Both Income -

and Rcscurces : ‘

butnot Incomne and
Rascurces  Resources

Individual or Couple Application | Bapefislary  Residenl  Cooperata Question 3' _Itamizad

04 72 - 240 a1 400 105

Iclvidual s
so - TUes L 3B 137 a1 420 2y 1000 . S30A4TY

[Couple

Al enfed ficanl. a0 a4 6.0 20.1 10.5 44.9 16.1 1OD.D 2,485,140
Ryhen fie responss 12 Quastion 3 ndicaies excess resaurces, the oppfican! does nci need to provide income information. sos

* Saures; Snoclal Secuity Administration, Medicare Database, January 1, 2007

The most comrumon reasons for denial wers income and resources, Applicants did not
need to provide resource amounts if they checked that resources exceeded program limits in
Question 3 of the apphcanon Therefore, resource denials are divided between individuals who
noted excess resources in Question 3 and those:who were required to provide ftemized resource
information. Income amounts were not always determined for applicants who indicated excess
resources in Question 3. Therefore, the income denials shown in Table 1 are a lower bound for
the frue percentage of denied applicants with excess income. Nonctheless, income is observed o
be a factor for G0 percent.(44.9% plus 15.1%%) of denied applicants, and it was the only factor for
about 43 percent. Resovrces were a factor for over 45 percent (20.1% plus 10.5% plus 15.1%) of
denied applicants, and they were the only factor for about 31 percent.

! A small number of additional cases on the Medicars Database may also be denials even thongh re reason for
denial is given. Most of the ambiguous cases were processed on November 20, 2006. Qur analysis, which is limited
1o unzmbiguous denials, covers more than 99 percent of all possible denied applicants through the end of ZI06.



Table 2 includes the denial categories by month of application. Rescurces declined from
heing a faclor in over 50 percent of the eerliest denials to playing a role in only one third of
denials for March 2006 applications. The table provides evidence that the role of resources has
increased somewhat since March 2006. In an effort to ensure that beneficlaries receive the
correct LIS datermination, SSA holds applications that may potentially b affected by the new
resoures levels, which CMS provides in late December, and the new Federal Poverly Guidelines,
which are aveilable in lale January. These held applications are missing from. the distribution of
denials for applications submitted since September 2000,

Resourcas but
VX Faiture to not Insome . Income and Numbar

Manth of Application Beneficiery  Regidenl  Gosparale  Question 3" Hemized Resources Al of Parapns
June 2005 or Earfer 17 o7 6.5 arA B3 398 154 100.0 382,358
| July 2005 24 o4 85 6.1 9.4 411 154 100.0 50k, 056
August 2005 198 - 0.2 B8 230 0.5 424 15.2 100.0, a7aa52
September 2005 22 0.3 57 19.4 120 42.8 176 100.0 ATE545
Qclober 2035 22 03 5.3 16.8 My 426 183 f00.0 231245
Novembar 2005 28 04 58 17.6 12.2 a1.2 17.5 1004 183,677
December 2065 3.1 04 5B 12.0 127 . 804 1AY 1000 110,431 -
fanuary 2005 . 4.1 o7 W12 10.2 120 . i Rl 118 100.0 &B,503|
February 2006 41 . g . 88 LU iza 842 115 - 1000 43,057
Nerch 2006 42 08 &7 104 1¢.9 552 iz 100.0 ., 53414
| Aprit 2008 37 .04 58 - 103 113 554 130 ’
May 2004 ¥ . D& 77 . 95 - 120 540 . 138
June 2006 23 04 7.5 27 oy 29 60.3 131

- Huly 2006 . ag - op2 | 7R 485 118 D B 124 L
iAugus:ZOQE 21" ' n3 43 P 1?.6 . 124 53.8 L1486

* |Saptember 2008 or taler” 123 L nE L 44 7z - 88 58.0 © i, 0D 189,956
Al Danied Applicants - a0 <X 8.0 20.1 10.5° 44.9 151 1000 2.488,140

Tman he response lo Duestion 3 indicates excess rasalrees; the applicant doas not need to provide inceme information. .
2These staflstics excluda applications since September 2005 thal ane held by SSA o onsure corect LIS deteminations with respact
10 new resowce [ev&;.(pﬁr}ided Iy C34S In late December) andior ihe new Federal Poverty Guldelines {available inlate January). .

Source: Soclal Security Admin/slraiion, Medicare Database, Janpar'y 1, 2007

Resource Detail when “Resources” 3 Reason for Denial

Analysis of resource types is limited to the 425,322 individuals who did not check that,
their resources exceeded the cutofss but whe were nonetheless found to have excess resources,

" This group includes a portion of the applicants who were denied due to income as well as
rescurces, The Office of Policy tabulated excess Tesources in two different ways: providing the
distribution of resource types that cause deniai, and indicating whether denied applicants had
each resource type at all.

—— R e
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In Tahle'3 a resource Lype is defined to be a reasen for denial if the amount of this
resource is sufficicnt to disqualify the individual and if ail other reported resource types
cambined would be insufficient to disqualify the individual. This tabulation shows that bank
accounts and investments, which included stocks, bonds, and individual retirement account (IRA)
balances, were both responsible for substantial proportions of resource denials. Almost one third
of the applicants in Table 3 were denied based on a combination of resource types. Resource
denials for couple applivants were more likely then those for individuel applicants to bedue lo a
combination of resource types.

Real Eslate Multiple 3 .
Bank Bords, and Qther.than Life Resource Numker
Individuz! or Couple Applicalion | Accounts IRAS Gash Home Insurancs Types Al of Peraons
Individual 365 21.2 a3 34 7.4 29.1 1000 203,141
Couple: 26.3 204 - 02 58 7.8 . ‘308 1000 136,181
Alt Denied Appliicants 37 21.0 Q.3 41 75 . 325 100.0 420,332

This table excludes paople who were denied because lhey
checked that resources exceeded annual imits in Question 5.

Source: Sodial Securily Agmirfstraltas, Medicars T January 1, 2007

Far ases where resources are 4 reason for deniat, Table 4 shows that over 96 percent of.
individuals reported benk accounts, and over half owned slocks or bonds. -

i Wiienie ircesWerd & Reasonfo ia

Type of Resowrres Single Couple All
Bank Accounts DR . 960 95.7 . - 86.2)"
Stocks, Bonds, and [RAs, . . 478 57.6--. 508
Cash R 10.8 12.3 4.2
Real Estate Other than Home’ 8.6 15.4 10.8|
Lie Insurance > $1500 Face 349 522 40.4
Expects Burial Expenses - ) 720 80.0- . T4.5
Numberof Persane - - | 293141 136181 420322

This table excludes people who were denied because thay
checked that rasources exceeded annual imits in Question 3.

Source: Soclal Security Administration, Medicare Database, January 1, 2007

) " Resource limits are I gher for applicants who indicate that they expect to use some of
theis listed resources for thefr funeral or burial expenses, As shownt in Table 4, nearly three
guarters of those denied due to cxcess TesoUrees anticipate burial expenses.

—_—3 —
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The distribotion of amounis by which countable resources exceeded subsidy limits are
presented in Table 5. This table also includes mean and median excess resources. The mean of
about $32,800 was calenlated omitting about 700 outlier cases with reported resources over one
million dollars. The median amount of excess resources was $14,500.

Couple All

Excess Resources Percent Cumulative Percenl Cumulative Percent: Cumuiative
$100,000 or Mare 5.3 4.3 7.4 7.4 8.0 5.0
350,000 fo <§100,000 1.9 7.2 1.9 9.4 19 79
$50,000 to <§80,060 -2.8 10.0 3.2 12.5 2.8 10.8
370,000 to <$60,00C . 2.0 124 4.4 170 2.8 13.6
$60,000 fo <$70,000 28 147 3.2 20.2 2.8 184
550,000 to <$60,000 ' 3.3 18.0 4.2 24.4 3.8 20.0
945,000 fo <$50,000 2.0 200 2.4 267 2.1 o224
540,000 to <545,000 27 22,71 27 294 27 248
$35,000 to <$40,000 33 258 .32 326 .32 28.0
$30,000 fo <§35,000 34 .. 293 . 39 365 . . 36 - 318
$26,000 {0 <$30,000 4.3 - 337 8.1 418 4.6 368.2
$20,000 fo 525,000 ] 86 .. 392) 5.4 - 470 5.5 A17( .
$16,000 to <$20,000 78 - 47l .0 7.2 - B42 7.6 s 4AB3)
$10,000 10 <$15,000 M6 58.6 .95 83.9 1009 - 603
$7500 to <$10,000 64 .. B51 - &7 898 6,2 G6.5
$3000 to <$7500 70 72 . 8B 78.2 .78 f74.0
$3000 to <$6000 8.3 80.4 .73 B55! 8.0 B2.0
$1500 fo <$3000 . 78 . 883 .-..68.- . 924 75 | 888
$1000 fo <31500 " 34 817 ' 2B -, 953 3.2 | 92.8
3500 to <1000 | ' 4.3 - . 98.0 2.1 074 [ - S <[ 11 B
< $500 : 4.0 100.0 - 26 100.0 3.6 100.0; - -
Median Excess Resources $13,500 $17,500 - §$14,500
Mean Excess Resources® $30,893 - $36080 . . $32824

" [Number of Persons 283,141, 136,181 . 429,322

TThis table excludes people who were denied because they.
checked that resources exceaded annual kmits in Question 3.
Mean is caléulated excluding about 700 authers over $1,000,000.

Source; Social Security Adrrinistration, Medicare Database, January 1, 2007
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Income Detail when “Income” is Reason for Denial

Income is a denial reason for 1,490,968 applicants. An income type is defined to be a
reason for denial if the amount of this income is sufficient to disqualify the individual and if all
other reported income types combined would be insufficient to disqualify the individual. Table
6 shows the distribution of income types that are reasons for denial. Social Security was the
most common single income source that was a reason for denial (30 percent). Over half of the
applicants in Table 6 were denied based on a combination of income types.

\WaS a Reason for Denial’
Social Railroad Wages

Security  Retirement Pensionsor o Self- Veaterans Other MNumber
Benefits Bensfits __ Annuities Employment Benefits income of Persons

100.0 833,087
100.0 657,871

All Denied Applicants 30.1 0.8 4.8 36 0.8 23 57.6 100.0  1.480,888
Source: Saclal Sacurity Administration, Medicare Database, January 1, 2007 .

In-kind support is not listed in Table 6 because it is never sufficient to cause a denial by
itself, However, some people who were denied due to a combination of income types would be -
allowed in the absence of in-kind support. Income denials would have been about 2.2 percent
(32,310 individuals) lower if in-kind support were not counted as income. :

As seen in Table 7, over 98 pefcent of applicants with excess income received Social
Security benefits, and 43 percent received pensions other than veterans or Social Security
benefits. ‘ '

: AVheniincome Was & Reas enial
Type of Income Single Couple Al
Social Security 98.0 99.0 98.4
Railroad Retirement Banefits 2.6 2.0 2.3
Other Pensions or Annuities . . 449 40.1 42.8
Wages or Self-Employment - B 23.8 18.6 21.6
Veterans Benefits 4.8 3.9 4.4
Other Income 201 13.0 17.0
In-Kind Support 8.8 33 6.4
Number of Persons 833,097 657,871 1,490,968

Source: Social Security Administration, Medicare Database, January 1, 2007
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" Table & provides the amoun(s by whicl annual income exceeded subsidy limits for
applicants denied due to income. The median amount of excess income was nearly $6,000, and
aver 50 parcent of denied applicants were §1000 or more above the income cutoff. Mean excess
income was caleutated to be nearly $15,000 after the deletion of about 1,200 cutlier cases with
aver one millicn dollars of income.

helilngome:VWast .0
. Single Couple Alf
Excess Annual Incorme Pergent Cumulative Perceni Cumulative Percent Cumulative
$75,000 or Mare - 34 3.4 3.1 31 33 33
$50,000 to <$75,000 1.2 4.6 1.1 4z 1.1 4.4
340,000 to <550,000 0.8 5.5 0.9 51 09 5.3
930,000 to <$40,000 1.9 T4 1.9 7.0 18 7.2
$25,000 to <§30,000 1.8 a3 1.8 8.8 1.8 9.0
$20,000 to <$25,000 3.2 125, - 3.0 1T 3. 12.2].
%16;000 to <§20,000 89 18.4 53 17.0 5.6 17.8
510,000 to <§15,000 12.8 31.2 10.9 27.8 12,0 | 208
7500 to <$10,000 108 421 10.2 38.2 10.6 an.4
S5000 to <7500 147 .- EB.EB 15.5 538 - 15.0 55.4] -
153000 to <§5000 117 . 835 - 171 J707 - 4t 59.8] -
. 151500 to <§3000 144 .- BB 15.6 - 883 14.86 gdai v
51000 to <F1500 63 . 892 5.6 . 918 . . 80 . 904! .
%500 fo <$1000 72 .. 964 5.5 ar4 8.4 06.83 - .
< $500 . 2.5 100.0 28 100.0 3.2 100.0
Median Excess lncome 36,118 . $6,504 - $5,840
Mean Excess Incame’ $15012 $14,740 $14,832
Number of Perschs 833,087 667,871 1,490,868

"Mean is caloulated excluding about 1,200 outliers ever $1,000,000.

Source: Social Security Adminisiration, Medicare Database, January 1,2007

Denials by State

Table 9 includes the distribution of denial reasons for each state. Address data are only
availzble for Social Security beneficiaries, bul these beneficiaries comprise almost all (38
percent) of the denied applicant pogulation. The number of denjed applicants through the end.of
2006 ranged from about 2,600 in Alaska to over 160,000 in IHnois.

At lgast 10 states have required some beneficiaries to file for extra help: Connecticut,
Delaware, lilinois, Tndiana, Maine, Massachusetts, Montana, Mevada, Rhode [sland, and
Vermont. Information on these states appears in bold in Table 8. For these states the
distributions of reasons for denials are not dramatically diffevent from those of other states.



Insoma and Number
Beneficlary _ Regident _ Couperate Cuesfion @' ltsmized _ Resolztes Resources Al of Persons
| Afahzma 1.7 (1] 72 1248 8.8 518 1.7 1006 48,059
laska 1.8 0.0 as 245 a1 40.8 0.5 100.0 2,821
Adizone 0.9 0.0 58 18.7 756 563 15.6 - 000 35,712
Arkansas 1.5 0.0 55 157 11l §4.1 121 100.6 31,257
Califomin 1.1 0.0 73 K] 9.5 5.4 14.8 4000 155,200
Golorado 11 2.0 5.5 245 87 445 145 149.0 28,275
Comneatisut® 0.6 0.0 £ 225 0.8 234 203 1000 33,693
Dialawiare” 0.3 00 38 8.5 0.3 46.1 20.5 00.8 9,157
Dislict of Golumbiz 10 oG 116 148 95 3.6 o6 109.0 2519
Flaride * 1.0 0.0 a2 8.8 10.3 46.8 156 1000 144152
Geargia 1.2 20 6.8 1584 10.6 52.2 hENS 100.0 67,227
Rawall 149 oo. 8.2 290 143 258 18.4 00,0 12,607
Idaho 0.9 0.0 4.2 228 102 46,8 16.0 100,0 13,2863
Winpis® 0.7 0.0 4.0 227 9.6 348 13 104.0 161,318
Endiana® LK} ae 51 8.4 12.0 415 18.2 100.0 51,654
“Nowa 08 o0 LX) 31,1 14,0 34 197 00.2 38,225
Kansas 0.7 0o 43 247 11.9 q0.4 8.0 100.0 28,282
antucky 12 o0 5.3 17.4. 1.3 50.7 135 1000 50,203
1 oujsiana 17 o0 8.4 131 108 564 0.0 100.0 34,257
Maine® %] 0.0 3.5 - 204 124 484 145 100.0 14,730)
raaryland 08 00 5.9 176 104 48.5 16.7 100.0 38,091
Massachusstis® [ 2.0 44 221 124 4390 17.9 1000 &1,643
Michigan 0.9 ] ‘50 209 1Mz 47.5 153 100.9 73311
Minnasafa [13:3 [ule] 3.8 284 139 k] 175 1000 37,881
Wississipp: 14 0o 8.8 125 a3 a3 . - 1ad * fo0.a 26,051
Missour? 14 or T 4d E 10.5 e 147 4800 57,531
iMantana® (] 00 43 259 124 415 154 100.9 10,345
Nebraska 0.8 o0 23 287 152 22 150 100.0 21,082
Nevada® 1.1 o0 74 181 58 543 128 100.0 18,819
New Hampshire 0.7 [*AH] JRRTAE B 7.8 12,6 48.5 158 100.0 10,541
iNew Jarsey 0.6 oa TE 212 1.9 414 172 100.0 64,027
New Rlexica 12 c.0 8.8 13.5 9.3 501 126 160.0 16,006
|New ok L5} 0.0 as 188 124 44.2 148 1050 183702
HNorth Garaline - 11 L1 5.5 148 1.3 37 142 in.e 35,087
Norfh Dakota 06 00 4.1 208 1.8 303 178 100.0 6592
Cnip 10 - 6.0 55 212 0.2 483 36 100.0 90,884
CKiahome 12 0o’ 63 173 23 530 133 100.0 33,861
Oregon 08 a0 47 221 9.4 ary 6.4 1000 30,811
Pennsyivania o.r 2.0 58 258 0.2 412 16.6 100.0 120,481
Rhade Island® 0.4 0.0 az 160 115 484 7.3 106.0 12,062
Scuth Cardling 14 0.0 75 133 4 §3.0 1.0 106,5 45,150
South Dakola 0B 2.0 47 236 186 s 159 100.0 9,530
fennessas 14 00 45 170 10T 523 41 1000 57,202
Texas 18 a0 a8 152 57 52.1 1.6 1000 147,825
Ulah 08 Top 4.2 184 86 9T 6.9 w009 1241t
Vermant® o7 0.0 © 36 22.4 148 .369 155 100.0 7,148
Virginia 1.2 0.0 &7 186 105 50.0 140 100.0 61.56%
Washington a8 0.0 44 218 20 424 155 1000 40,010
West Virginia 1.6 0.0 5.1 15.8 102 555 18 160.0 24,043
[Wisconsin 08 0.0 a7 26.8 EX] 344 17 000 41,845
Wyaming a7 0.0 52 243 103 427 6.4 1000 4,932
Nz Valit Oala 509 0.5 4.0 8.0 az 168 49 160,0 91,673
4l Denled Apolicants 8.0 K] 6.0 20.1 105 449 15.1 . 1000 2.486,140

2States in bold hava required some keneficiaries fo fila for extra heip,

Seurce: Social Security Admisistration, Medicare Database, Janvary 1, 2007

Wwhen the respansa in Question 3 indicales excess resources, the agplicant dees nof need Lo previde income infermelian,

Please contact Jtim Sears at (202) 358-6104 with any questicns or requests for additional

analyses.

May 2007
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Chairman STARK. Proceed, and enlighten us in any way you are
comfortable.

STATEMENT OF THE HONORABLE LLOYD DOGGETT, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF TEXAS

Mr. DOGGETT. Thank you for convening this important hearing.
Mr. Camp, thank you for your constructive statement. Fellow Mem-
bers of the Committee, I appreciate the opportunity to discuss the
needs of low income seniors and individuals with disabilities to re-
ceive extra help to get the life saving and pain relieving medication
that is so important to them.

The supporters of the Medicare Modernization Act of 2003 high-
lighted the ability of the extra help provisions of that legislation to
afford 13 to 14 million low income Medicare beneficiaries the as-
sistance that they need.

Unfortunately both Part D and extra help have been plagued
with problems that are keeping millions of individuals from receiv-
ing that assistance that was promised to them.

We have, as all you know, debated in this Committee the pros
and cons of that bill. Some of us think it is great. Some of us think
it is not so great.

I am not here today to re-visit those arguments. Rather, the sole
purpose of this very modest bill is to simply see that the original
intent of the supporters of the Part D Medicare provision have
their promises fulfilled, and that we extend that extra help to those
that need it the most.

In her testimony to this Committee on February 13th, Acting
CMS Administrator, Lesley Norwalk, indicated that at least 3.25
million eligible people with Medicare are not receiving extra help.

For all the things that may be said pro or con about the Part D
bill, one thing that is not subject to debate is that for some individ-
uals, some of the poorest individuals in this country, the Medicare
Part D bill is 100 percent failure. They are not getting extra help.
They are not getting any help. It is those folks to which this legis-
lation is targeted.

H.R. 1536, which you have before you, has been endorsed by
AARP, which will be testifying later, the National Committee to
Preserve Social Security and Medicare, the Center for Medicare Ad-
vocacy, which will be testifying, Families USA, Consumers Union,
the National Council on Aging, and a number of national health
care organizations in addition to that, particularly those concerned
with individuals with disabilities and prolonged illnesses.

It is co-sponsored by over 160 of our colleagues. My colleague,
Jason Altmire, shares a strong concern for seniors and the dis-
abled. He will be addressing his bill, which addresses one of the
issues that mine touches in part.

I salute his active and informed role in ensuring that our seniors
and individuals with disabilities get the assistance that they need.

In 2003, Medicare itself estimated to us on this Committee that
over 58 percent more seniors and individuals with disabilities
would sign up for extra help than have actually done so since that
time.
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Many of the eligible individuals who thought they would receive
assistance with this Act are not in fact covered today. The bill has
just really four very simple objectives.

Identify the eligible people. Notify them. Simplify the process.
Adjust the asset test.

First, on identification. As to those three and a quarter million
people that are not now covered, the Inspector General of the
Health and Human Services Department last Fall said “Access to
IRS data would help CMS and the Social Security Administration
identify the beneficiaries most eligible for subsidy.”

Indeed, the Social Security Administration realized this when it
requested this same data shortly after the Medicare bill was adopted.

The Internal Revenue Service said it could not supply that infor-
mation without a change in the law.

Mr. Camp has referenced privacy protections and as a member
of the Privacy Caucus here in Congress, I am keenly aware of the
need to do that.

This particular bill would simply require identification not of all
income, but where IRS simply gives a yes or no on potential eligi-
bility based solely on income. This does not automatically enroll
anyone. It does not automatically force anyone into a Medicare pre-
scription drug plan if they do not want to be in it.

IRS will say if someone has less than $13,783 in income this year
that they are probably eligible. They may not be, but they are
someone to look at, and if they are above $15,315 in income, they
will say they are probably not eligible. Only for the narrow group
in between those figures will there be any actual income informa-
tion supplied to Social Security, and there are other safeguards on
confidentiality included.

On notifying, we provide for a much clearer and direct and pre-
cise notification than has occurred to date.

On simplifying, it is a fairly complex application that is required
to be filed right now. Some of that relates to matters that are in-
cluded in income.

For example, if a child assists their parents with their groceries
or something else, cleaning the house, this may be calculated as in-
come. I think it is neither good family values nor good Government
to demand that be calculated.

My bill removes those items from the income calculation and
simplifies that application.

Fourth, the asset test adjustment. No one wants to provide the
wealthy with free prescription drugs or discounted prescription
drugs under this extra help program. The current limitation of life-
time savings is less than $8,000 for an individual, all the savings
that they have been able to accumulate all their life and about
$12,000 for a couple, in order to get the full subsidy.

I make modest adjustments in those levels, raising them to
$12,000 and $18,000 appropriately, and modest adjustments for the
partial subsidy.

The people who meet this income requirement but are disquali-
fied by the restrictive asset test are by the way, according to the
studies, mostly women, widows, living alone with no college degree.
For the full subsidy, an individual would still be restricted to no
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more than $12,000 for an individual, $18,000 for a couple in sav-
ings. That is hardly a luxurious retirement.

There are other changes that are made in the bill. I see I am
over my time, and I would be glad to respond to questions.

I hope we can build bipartisan support for modest changes that
we can afford and reach more of these people and fulfill the prom-
ise of the Medicare prescription drug bill.

Thank you, Mr. Chairman.

Chairman STARK. Thank you very much.

Jason, would you like to enlighten us on your bill?

STATEMENT OF THE HONORABLE JASON ALTMIRE, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF PENNSYL-
VANIA

Mr. ALTMIRE. Thank you, Mr. Chairman and Ranking Member
Camp. I want to include my colleague Phil English from Pennsyl-
vania.

Chairman STARK. Jason. I am sorry, not Justin.

Mr. ALTMIRE. That is okay.

I very much appreciate the opportunity to testify today about my
bill, H.R. 1310, the Relief and Elimination of the Medicare Enroll-
ment Deadline Penalty Act, REMEDY Act.

As part of the Medicare Modernization Act of 2003, Congress in-
cluded provisions to apply a late enrollment penalty to the monthly
premiums of Medicare beneficiaries who failed to select a prescrip-
tion drug plan by the end of the initial enrollment period, which
concluded on May 15, 2006.

A late enrollment penalty, one percent of the base beneficiary
premium, is added to each uncovered month that a beneficiary was
eligible for coverage but did not enroll.

For Medicare beneficiaries who were onthe rolls prior to January
1, 2006, the clock began after the initial enrollment period ended.

Their next opportunity to enroll was not until the annual enroll-
ment period, which ran from November 15, 2006 through December
31. Individuals who deferred enrollment during the initial sign up
period and decided to wait until the open enrollment period would
therefore have seven uncovered months and are penalized an addi-
tional seven percent, starting with their 2007 monthly premium.

This penalty applies for as long as the beneficiary is enrolled in
Part D.

The MMA does include exceptions. Individuals who are able to
maintain creditable coverage through a current or former employer,
or union, for example, are exempt. Other examples include
TRICARE, the Federal Employees Health Benefits Plans, and cov-
erage through the VA.

In Pennsylvania, seniors are able to maintain creditable coverage
through the PACE, PACENET and PACE Plus Medicare programs.

Certain categories of low income populations, including dual eli-
gibles, enrollees in Medicare savings programs, and supplemental
security income recipients, are automatically enrolled in the plans,
and therefore, face no penalties.

The MMA also extends low income subsidies to individuals with
incomes below 150 percent of poverty and with assets below $10,000
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for an individual and $20,000 for a couple, but these beneficiaries
may be subject to the late enrollment penalty.

Outside of those exceptions, Medicare beneficiaries are subject to
a late enrollment penalty for all uncovered months. It is perma-
nently added to their monthly premiums and the amount is ex-
pected to increase each year as it is recalculated annually to the
greater of the amount CMS determines is actuarially sound or one
percent of the base beneficiary premium.

In the months leading up to the initiation of the Medicare Part
D program, beneficiaries were inundated with information about
coverage options which often caused confusion and frustration
among seniors.

In my home in the Pittsburgh area, seniors had to choose from
over 60 different plans that were submitted to them. It is simply
too much information to consume within a short period of time.

On top of the new plan options, the initiation of the program led
to a number of access issues to the beneficiaries. Thousands of sen-
iors were forced to wait days and in some cases weeks to obtain
vital prescriptions.

Considering the hurried initiation of the program, I introduced
H.R. 1310 to provide Medicare beneficiaries with sufficient time in
which to evaluate the myriad of coverage options available to them.
Choosing a health care plan is one of the most important decisions
one can make. It is only fair to provide beneficiaries with the time
necessary to properly choose the appropriate plan.

My bill provides the needed relief to millions of Medicare bene-
ficiaries, particularly those with limited incomes. My bill delays im-
plementation of the late enrollment penalty for the first two years,
2006 and 2007, of the program. These are the people that were di-
rectly impacted by the fact that it was a hastily prepared program
and did not get off to a quick start.

The bill directs HHS to devise a system in which to distribute
rebates to any Medicare beneficiaries who paid the late enrollment
penalty and it permanently eliminates the late enrollment penalty
for low income subsidy beneficiaries who might find it otherwise
difficult to pay for the increase in their monthly premium.

I note that CMS in January did delay the late enrollment pen-
alty for these people for one year, and my bill simply codifies this
waiver and makes it permanent.

Approximately 4.5 million eligible Medicare beneficiaries did not
have prescription drug coverage last year at the deadline and thus,
may be subject to the late enrollment penalty.

In my district, the Pennsylvania Department of Aging estimates
that 14,000 individuals are eligible for this coverage but are not en-
rolled.

I urge the Committee to delay the late enrollment penalty for
two years and provide seniors with the time necessary to evaluate
their health care options without being penalized. It is a straight-
forward approach that maintains the current design of the program
and protects against adverse selection while providing relief for
millions of seniors.

Thank you again, Mr. Chairman, and the rest of the Committee
for the opportunity to testify.

[The prepared statement of the Honorable Jason Altmire follows:]
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Prepared Statement of The Honorable Jason Altmire, a Representative in
Congress from the State of Pennsylvania

Thank you, Mr. Chairman, Ranking Member Camp, and Members of the Com-
mittee, including my colleague from Pennsylvania, Mr. English, for providing me
with the opportunity to testify today about my bill, the Relief and Elimination of
the Medicare Enrollment Deadline Penalty (or REMEDY) Act, H.R. 1310.

As part of the Medicare Modernization Act of 2003 (MMA), Congress included pro-
visions to apply a late enrollment penalty to the monthly premiums of Medicare
beneficiaries who failed to select a prescription drug plan by the end of the initial
enrollment period on May 15, 2006. The rationale for a late enrollment penalty was
based in part on experience with the Medicare Part B program and to prevent ad-
verse selection.

The late enrollment penalty—1% of the base beneficiary premium—is added for
each uncovered month that a beneficiary was eligible for coverage and did not en-
roll. For Medicare beneficiaries who were on the rolls prior to January 1, 2006, the
clock began after the initial enrollment period ended on May 15, 2006. Their next
opportunity to enroll was during the annual open enrollment period, which ran from
November 15, 2006 through December 31, 2006. Individuals who deferred enroll-
ment during the initial signup period and decided to wait until open enrollment
would have a total of seven uncovered months and would be penalized an additional
7% starting with their 2007 monthly premium. The average monthly penalty in this
case is $1.91 and the percentage penalty applies for as long as the beneficiary is
enrolled in a Part D plan.

MMA does include exceptions. Individuals who are able to maintain creditable
coverage through a current or former employer, or union for example, are exempt.
Other examples include TRICARE, the Federal Employees Health Benefits Plans,
and coverage through the Veteran’s Affairs Administration. In Pennsylvania, seniors
are able to maintain creditable coverage through the PACE, PACENET, and PACE
Plus Medicare programs.

In addition, exceptions are made for low-income individuals. Certain categories of
low-income populations, including Dual Eligibles (those eligible for Medicare and
Medicaid), enrollees in the Medicare Savings programs, and Supplemental Security
Income recipients, were automatically enrolled in plans, and therefore face no pen-
alty. The MMA also extends low-income subsidies to individuals with incomes below
150% of poverty and with assets below $10,000 for an individual and $20,000 for
a couple, but these beneficiaries may be subject to the late enrollment penalty.

Outside of these exceptions, Medicare beneficiaries are subject to a late enroll-
ment penalty for all uncovered months. It is permanently added to their monthly
premiums and the amount is expected to increase each year as it is recalculated an-
nually to be the greater of: (1) the amount CMS determines is actuarially sound or
(2) 1% of the base beneficiary premium.

In the months leading up to the initiation of the Medicare Part D program, bene-
ficiaries were inundated with information about coverage options, which often
caused confusion and frustration among seniors. In the Pittsburgh area, seniors had
the option of selecting one from over 60 available plans. It was simply too much in-
formation to consume within too short of a time frame.

On top of the new plan options, the initiation of the program on January 1, 2006
led to a number of access issues for beneficiaries. Thousands of seniors were forced
to wait days, in some cases weeks, to obtain vital prescriptions. It was clear to all
outside observers that the Medicare Part D program was not ready for prime time.

Considering the hasty initiation of the program, I introduced the REMEDY Act,
H.R. 1310, to provide Medicare beneficiaries with sufficient time in which to evalu-
ate the myriad of coverage options available to them. Choosing a health care plan
is one of the most important decisions one can make. It is only fair to provide bene-
ficiaries with the time necessary to properly choose an appropriate plan. The REM-
EDY Act provides much needed relief to millions of Medicare beneficiaries, particu-
larly those with limited incomes.

H.R. 1310 does the following:

§ It delays implementation of the late enrollment penalty for the first two years,
2006 and 2007, of the program.

§ It directs the Secretary of Health and Human Services to devise a system in
which to distribute rebates to any Medicare beneficiaries who may have paid a late
enrollment penalty.

§ It permanently eliminates the late enrollment penalty for low-income subsidy
beneficiaries, who may otherwise find it difficult to pay for the increase in their
monthly premium. I note and applaud the announcement of Centers for Medicare
and Medicaid Services (CMS) in January to delay the late enrollment penalty for
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low-income enrollees for one year. My bill will codify this waiver and make it perma-
nent.

As of June 11, 2006, approximately 4.4 million Medicare beneficiaries did not
have prescription drug coverage and thus may be subject to a late enrollment pen-
alty. CMS has not released data about the specific number of Medicare beneficiaries
who have started to pay the penalty in 2007. But in my district, the Pennsylvania
Department of Aging estimates that 14,000 individuals are eligible for coverage, but
are not enrolled.

I urge the committee to delay the late enrollment penalty for two years and pro-
vide seniors with the time necessary to evaluate their health care options without
being penalized. It is a straightforward approach that maintains the current design
of the program and protects against adverse selection, while providing relief for mil-
lions of seniors.

Thank you again, Mr. Chairman, for the opportunity to testify today in support
of my bill.

Chairman STARK. Thank you. Thank you both. The Rector of
Justin was the founder of the Groton School. I don’t know where
that comes from in my memory bank, but I apologize again. You
first heard about these problems in your town meetings?

Mr. ALTMIRE. That is right. As I said, I have 14,000 Medicare
beneficiaries who are subject to the penalty and a number of them
have approached me.

Chairman STARK. They all come to your town meetings?

Mr. ALTMIRE. They do not all come, but a number of them
have, and the chief complaint was they were inundated with so
much information in a short period of time.

Chairman STARK. Your bill now makes this permanent; is that
correct?

Mr. ALTMIRE. Correct. It’s a two year fix.

Chairman STARK. You are not suggesting that we do away with
the other late enrollment penalties, charges for say late enrollment
into Medicare and those sorts of things which keep us from having
adverse selection?

Mr. ALTMIRE. I am not; right.

Chairman STARK. Thank you very much.

Lloyd, often we can solve the problems that you suggest through
administrative changes when there is cooperation. Did you discuss
this with CMS or the administration on how we might correct this
in an administrative fashion?

Mr. DOGGETT. I attempted to. I must say I have not met with
great success in that regard and after some months, they deter-
mined that there was a need for an actual change in the law, but
just to give you some background, actually, one year ago exactly
today, the head of CMS, at that time, Dr. Mark McClellan, was sit-
ting in this chair testifying to the Committee.

I was asking him about these problems. Because I did not feel
I was getting a very complete response about what was being done
for the low income individuals, on May 26th, after his testimony,
I was joined by 145 colleagues in sending a letter to him, at that
time, thinking this could all be done administratively.

It took over four months for us to get a response back that was
essentially “don’t worry, be happy,” we are doing a great job, not
indicating there was a statutory barrier to targeting these low in-
come individuals.
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We also wrote him again in June following further testimony he
had given to the Subcommittee, seeking information. That also was
a communication that was very delayed in getting back and very
incomplete.

Only when the Inspector General of the Health and Human Serv-
ices Department came out with his report recommending that we
do exactly what we had been asking CMS to explore, did I get any
firm indication that a statutory change would be necessary.

The fact that Ms. Norwalk, the current acting head of CMS, told
this Subcommittee in February that despite all of their efforts, all
their outreach, they still had about the same number of people that
were not signed up that they had a year ago indicates that more
needs to be done.

A fact, which had not been made known to me previously, the
fact that the Social Security Administration essentially asked for
the same information this bill would authorize to IRS, because they
thought that was the best way to target the information.

Chairman STARK. Excuse me. The Social Security Administra-
tion asked for the same information?

Mr. DOGGETT. According to the Inspector General’s report, and
without going through all of——

Chairman STARK. Did they get it?

Mr. DOGGETT. They were told that a change in the law would
be necessary, that under existing law, they could not provide that.

I have tried to work to craft, sharing the same concern Mr. Camp
voiced about privacy, to craft the narrowest change possible. It is
very similar to an approach that Senator Gordon Smith and Sen-
ator Jeff Bingaman have offered, after we filed this bill over in the
Senate, trying to work with them to see how can we target rather
than do a scatter shot.

I have sought to work with the folks at CMS right through last
night when unfortunately they again declined to really give a care-
ful review of this legislation that has been pending, to tell us if
there were any aspects that would create problems for them in ad-
ministratively, or that would not achieve the goal.

There is no doubt they are doing significant outreach, but that
significant outreach has not brought in many of the people that
need to be reached.

I am not suggesting we replace what they are doing, but target
it and do it with a simple, direct application that has a better
chance of achieving success.

Chairman STARK. Thank God you did not turn the problem over
to the military recruiters. You might have even worse results.

Mr. DOGGETT. I would just bring to your attention, today’s USA
Today has several articles outlining this problem with an article
entitled “Many Low Income Seniors Don’t Get Drug Benefit, Advo-
cates/Feds Failing to Reach Out to the Neediest.” It really is just
a summary of the same problems that I have been testifying about,
that this bill is designed to correct.

Chairman STARK. Maybe we can make some steps in that direc-
tion. Mr. Camp?

Mr. CAMP. Thank you, Mr. Chairman. Mr. Doggett, thank you
for your testimony today. Obviously, we would like to reach out to
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those eligible for the prescription Part D benefit as much as pos-
sible.

Tell me, with the changes that you are proposing, have you had
a chance to have this scored?

Mr. DOGGETT. Other than protecting privacy, that is my biggest
concern, because I'm committed to pay as you go, and I requested
a score or the Subcommittee requested a score on this about two
months ago. We continue to encourage the Congressional Budget
Office to move forward on it, but we do not have it today.

I have asked for a section by section analysis so that if we cannot
do all of this, perhaps we can do some of it within the budget con-
straints that we face. I do not have a score today.

Mr. CAMP. As you know, the cost of the entire prescription Part
D program received a lot of attention. Unfortunately, it is coming
in under what was suggested, but still the costs of this are going
to be absolutely critical, and will be a big part of the policy changes
that we are going to be able to make.

Mr. DOGGETT. Absolutely. That concern is a very legitimate
concern. Many of the advocacy groups that we work with that are
concerned about protecting more people wanted to move to more of
an automatic enrollment and eliminate the asset test entirely.

There are some good arguments for that. I did not do that, and
in fact, I reduced the asset test so that it makes some adjustment
but a fairly modest adjustment, because of cost concerns.

Mr. CAMP. Yes. Once you get that and then obviously how then
we meet those PAYGO rules will be something we will have to
grapple with within the Committee.

Thank you very much for your testimony.

Mr. DOGGETT. Thank you.

Mr. CAMP. Thank you. Thank you, Mr. Chairman. I yield back.

Chairman STARK. Mr. Pomeroy, would you like to inquire?

Mr. POMEROY. Just one feature, and I intend to pursue it more
extensively with the Social Security Administration representative
in the next panel.

It is my understanding that SSA was given some initial funding,
which has now expired, relative to handling the inquiries and mak-
ing the eligibility determinations for the extra help.

I have been informed that without additional funding continuing,
they are literally diverting resources away from the normal work
of a Social Security office on a zero sum gain. We want them to
tend obviously to the enrolling of those that are appropriate for
extra help and making those determinations. We want the Social
Security activities to continue.

It is a little mind boggling to think that they would just think
after an initial start up period there would not be any staffing con-
sequences for the work that SSA has carried on this extra help de-
termination.

Lloyd, are you aware of anything regarding that?

Mr. DOGGETT. I believe there will be some modest adjustments
necessary. As you know, yesterday in the Subcommittee on Social
Security, we were concerned about the same issue as it related to
handling disability claims. They are going to be best positioned to
answer that.
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We basically seek to have the Social Security Administration go
back and re-ask the same inquiry to the Internal Revenue Service
they did originally, perhaps with some variation given the privacy
protections we have here, get that data, and then use it for a tar-
geted notice out to these folks.

There would be some costs attendant to that. I know costs was
a concern that you had in deciding to join as a co-sponsor of this
legislation, which I appreciate, the same concern Mr. Camp raised.

Hopefully, when we hear from Social Security and we get back
the score, we can focus any new dollars where they will do the
most good to get the most people.

Mr. POMEROY. Great. Thank you. Thank you, Mr. Chairman. I
yield back.

Chairman STARK. Mr. Hulshof?

Mr. HULSHOF. Thank you, Mr. Chairman. I accept to my col-
league, Mr. Doggett, your invitation to move forward, but I think
I need to take a quick glance in the rear view mirror, having been
in many hearings leading up to Part D.

We heard the complaints that there were going to be zero choices
for seniors, and then of course, we saw the flood of plans because
the private sector saw this was something that could happen, and
then the complaint was there were too many choices.

It was proposed by some that we should actually have to legislate
the monthly premium because we were not going to see $35 pre-
miums. In fact, we have not. In fact, in Missouri, you can find a
monthly premium as low as $15, and every senior in Missouri has
had the opportunity to have the doughnut hole covered.

There have been wild estimates of costs, as Mr. Camp pointed
out. There was an attempt to embarrass the White House in this
Committee, and now as some of us predicted, cost estimates were
over blown.

We supported the idea, for instance, Mr. Doggett, of means test-
ing Part D for wealthy seniors. That was in the House version of
the bill. I remember when we had that discussion on the Floor, if
memory serves, that vote of means testing for wealthy seniors was
rejected unanimously by those on your side.

I am not here to play “gotcha.” When we had the debate on the
Floor about drug negotiation, I asked the Majority Leader, why is
it so difficult to at least provide some credit for those of us that
got at least part of it right.

I think this place would work a lot better when we did not care
who got the credit when things go well.

Mr. Altmire, you said “hastily prepared program.” “Hasty initi-
ation.” Well, I respectfully disagree in that we had the interim
drug card. Yes, there were glitches during the massive roll out, but
the fact that eight out of ten senior citizens think this has been a
good program for them.

Yes, we should improve where we should improve.

I would ask you, Mr. Altmire, you waived the penalty for Medi-
care beneficiaries who do not enroll in Part D, there are about
800,000 beneficiaries who pay a late enrollment penalty in Part B.
Why do you not address those folks?
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Mr. ALTMIRE. In answering both of your comments, and I ap-
preciate the question, in saying it was “hastily prepared,” maybe
I did not articulate. It was not a pejorative statement.

I was merely getting to the fact that in my home state of Penn-
sylvania, beneficiaries had 60 different plans to choose from in a
relatively short period of time, something they had not been asked
to do before, and then the fact that the penalty kicks in for seven
months before they have the opportunity to make their next plan.

It was not an editorial comment on the program. It was just
merely getting to the fact that as you pointed out, there were more
choices than people thought they were going to have, and as a re-
sult, some of them were unable to make their selection in time and
then were subject to the penalty, which leads me into the second
part, unless you want to follow up on that.

Mr. HULSHOF. I would follow up in the sense that your written
statement said “It was clear to all outside observers that the Medi-
care Part D program was not ready for prime time.”

You were on the health care side before coming here, were you
not? A lobbyist or in some fashion?

Mr. ALTMIRE. I was. I took that part out of my—you are right.
That was in my written statement. I took it out for my comments.
I thought that was over the top, admittedly.

Mr. HULSHOF. Let me ask you, either from your experience in
the health care industry before coming here, or now that you have
joined this body, is there a reason for a late enrollment penalty?

Mr. ALTMIRE. Yes. There is absolutely a reason with regard to
adverse selection, and that is the reason, and Mr. Camp mentioned
costs, as you did as well. That is the reason this is only a two year
fix. This not an open-ended situation.

I just wanted to resolve or remedy the problem for people who
were caught in this trap of having too many plans to choose from
in a short period of time and are now subject to the penalty.

I understand how adverse selection works and the cost issues as-
sociated. I only made this a two year bill for that reason.

Mr. HULSHOF. I would say and would you agree that there are
some seniors, I do not know what the percentage might be, we are
all concerned about those that are not covered, but there are some
seniors, healthy seniors, or maybe even some that just choose not
to participate in some Government run program? Would you agree
with that?

Mr. ALTMIRE. Absolutely. They still would have the right to do
that.

Mr. HULSHOF. Again, I appreciate each of you, as we try to—
no one on this side or either side is saying there is not room for
improvement. Certainly, providing access to those who need it, cer-
tainly on the low income side, again, the original version said for
those that are the affluent who do not need help with drugs, we
had that in the original House version, but it did not make the
final version, but I appreciate the Chairman indulging me with my
time.

Chairman STARK. If the gentleman would yield, I would yield
him time to yield back, I do want to suggest that your review of
how we got where we are was accurate.
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I think that now, I do not suspect any of us want to repeal this
law and start over. It is incumbent on us in the nature of oversight
to see what we can do. We have the law. We ought to see that it
gets administered fairly and probably directing some help to those
who are less capable of understanding it.

I think we have all had in every town meeting come and say I
do not understand it, and we have had people call our district of-
fices and try to get it explained.

To that extent, I hope we could work together either to simplify
or to make the process more user friendly. I think that is the inten-
tion of this hearing.

Mr. HULSHOF. Would you yield?

Chairman STARK. I would be glad to; yes.

Mr. HULSHOF. I absolutely acknowledge and agree with the
statement you just made, Mr. Chairman. What is extraordinary is
that given the difficulty and almost the unanimous opposition
when this plan first came out, the fact that if you believe the polls,
and some people may not——

Chairman STARK. It was not unanimous. It passed by one vote.

Mr. HULSHOF. I am saying the unanimous—just a handful, Mr.
Chairman, on your side, that supported the bill. Again, I am not
here to point fingers. It is just as difficult as it was to get Part D
passed, and certainly the implementation, I think it is extraor-
dinary in the short amount of time to have the vast majority of
senior citizens who now are covered with drugs that they need and
the satisfaction rate given the difficulty to get it passed and cer-
tainly the almost unanimous opposition on the gentleman’s side of
the aisle.

Yes, let’s fix what needs to be fixed.

Chairman STARK. If it will help the gentleman in deliberating
on this issue, I will admit that I am happy we lost, and I think

Mr. HULSHOF. I am going to write that down.

Chairman STARK. We think we now have the bill. It is not the
bill T would have written, and it may not have been the bill the
gentleman would have written.

All T can say is let’s live with it and improve it in whatever way
we can afford to improve it to help the people who we hope are
served by it.

Mr. DOGGETT. Mr. Chairman, may I respond if there is time?
I am not so happy that we lost, but we did, and you prevailed. The
thrust again is only on ensuring that since you prevailed, we fulfill
the promise that was made at that time.

I am concerned that one of the reasons, not perhaps the major
reason, but one of the reasons those cost figures have come in
much lower than were predicted is that a significant number of the
13 to 14 million people that Billy Tauzin talked about and that
Medicare estimated would qualify for extra help, that they just
have not gotten it.

If there is a way to achieve that within the cost constraints and
within the privacy constraints, that is all I am trying to do.

Chairman STARK. I thank the gentleman. Mr. Kind, would you
like to inquire?
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Mr. KIND. Thank you, Mr. Chairman. Just briefly. I want to
thank my two colleagues for the good work they are putting into
both of these measures.

Mr. Doggett, first of all, we are taking a look at the bill. We are
quite frankly just waiting for some cost figures to come back. I
think for some time now, we have to take a look at the asset limit
for LIS individuals, but if you could refresh my recollection, are you
proposing indexing those assets for future inflationary, or are you
just bumping the asset limits up to increase eligibility?

Mr. DOGGETT. I think we are just proposing to raise them and
not to index them. They do need to be indexed. That might be an
appropriate adjustment to the bill.

Mr. KIND. Mr. Altmire

Mr. DOGGETT. If I might clarify that, apparently they are al-
ready indexed under current law. I know the income limit is in-
dexed or has an inflation factor in it under current law. Our bill
does not change that. There is something there already.

Mr. KIND. You are also proposing in your legislation that you
would waive the penalties for low income subsidy individuals on a
permanent basis?

Mr. DOGGETT. We do, and that is similar—it covers part of the
population that Mr. Altmire does in his bill.

Mr. KIND. Mr. Altmire, you are just proposing a two year waiv-
er?

Mr. ALTMIRE. Correct.

Mr. KIND. Not only for low income subsidy but for?

Mr. ALTMIRE. Anyone that is subject to the penalty.

Mr. KIND. I agree. I had a lot of forms as far as sign up sessions
when Part D eligibility enrollment period first opened up, tremen-
dous amount of confusion, the complexity of it. A lot of people were
not quite sure where to go for accurate information. It was difficult.
If they did not enroll during that limited sign up period, they were
shut off for about seven months and those penalties were accruing
during that time.

It is my understanding that CMS has waived the penalty in 2007
for 1‘;)W income subsidy individuals, but that is it so far. Is that cor-
rect?

Mr. ALTMIRE. Yes. In my bill, I codify that into the legislation.

Mr. KIND. Very good. Thank you again for your work. Thank
you, Mr. Chairman.

Chairman STARK. Mr. Emanuel, would you like to inquire?

Mr. EMANUEL. Thank you, Mr. Chairman, I would. I apologize
for coming in late. I thank my colleague, Mr. Doggett

Chairman STARK. Did you bring a note from your mother?

Mr. EMANUEL. My mother has a couple of other things she
would like to bring besides a note, but I will make sure she knows
you said that. She usually carried a 2 x 4 for her kids. My mother
would actually like this whole forum just for her. That is the dedi-
cation of a Jewish mother.

Mr. Doggett, you cited the USA Today story and the fact is that
outside of the automatic enrollment, those low income seniors have
not actually enrolled in the prescription drug Part D benefit. I was
going to take note of that, but if it has been noted already in the
interest of time, I will not do that.
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If you go back to the debate we had on the Floor, all those who
were champions of the bill said how well it would do for low income
seniors. In fact, the data shows it has not reached those, and there
are about 3.2 million low income seniors who are not enrolled who
would clearly benefit.

I think our obligation is how do we figure out how to get to those
folks. There are a lot of things to do. I want to compliment my col-
league from Pittsburgh for his idea of waiving the fee.

You have it obviously for everybody, but at a bare minimum, and
I would hope, Mr. Chairman, we take note of his idea, at least codi-
fying what CMS did for an one year proposal. If it was good for one
year, it may be good for the second year when you have 3.2 million
folks who are not enrolled that could be enrolled.

We have to be doing everything we can. I would hope that obvi-
ously we look at this and take some recommendations of our two
colleagues here. I am most impressed with the idea of codifying and
expanding this idea of waiving the fee for seniors so we do not put
up road blocks.

If it was intended to get people in, they got in. Those who are
left out, it is clearly not working for its intention. The intention
was to have a fee to move people. We are past that stage. Now we
have to figure out what we have to do to get them in because the
late fee is a penalty to incentivize you to move, and that is past
its prime. Its best days are behind it.

I would point to my colleague from Pittsburgh who has come up
with a piece of legislation where I cannot stress enough that we
take consideration of and look into.

To the debate between you and my colleague from Missouri, I
will say that I wish this was not the plan. I do not think it was
right. I think when we had the debate about $395 billion and it
turned out to be closer to $800 billion, we should have know that
information.

We would have had a different judgment about whether we
should have done this bill. That said, it is here. One of the things
that concerns me and I hope as we look at it and debate this is
the fact is when we looked in the 1980s and 1990s at the HMO and
the privacy industry to save costs, the reason people looked at
those plans was because they were supposed to be cheaper than
Medicare fee for service.

By the time we got to 2000, the advantage of the private plans
from being more efficient than Medicare, the only way we got to
those plans if we had to give them a 12 percent bonus on top of
the fee for service.

Their sales pitch in the 1980s and 1990s was they were cheaper,
better, more efficient. By 2000, it became we had to pay them extra
to get them to take on the Medicare.

I am not suggesting that we eliminate all of the HMO benefits.
They may work better in rural areas where you do not have a den-
sity, et cetera. All that we are doing here is trying to find after this
period of time a better way to deliver a benefit in a more cost effec-
tive way, because it was never going to be $394 billion. It is now
$800 billion.

We have got to be better with taxpayer money so we can get a
better benefit.
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Mr. HULSHOF. Would you yield for clarification, Mr. Emanuel?

Mr. EMANUEL. Only if my mother is here. Yes, I will.

Mr. HULSHOF. The Congressional Budget Office certified that
the drug benefit was $395 billion and the Congressional Budget Of-
fice has not budged off that number.

The reference to the larger number was the Office of Manage-
ment and Budget under the administration that made different as-
sumptions than the Congressional Budget Office, and it is the Of-
fice of Management and Budget that has indicated that because of
the prevalence of wellness and preventive drugs, that the cost has
been coming down.

The record should indicate that CBO, the official score keeper for
this institution, has held firm to the $400 billion or less. It is the
administration’s budget numbers that were the number.

Mr. CAMP. Would the gentleman yield for one minute?

Mr. EMANUEL. I think I need my mother.

Mr. CAMP. It went down 30 percent from the initial projection.
The fact is the costs are down 30 percent. That is unprecedented
in the history of any Government program.

Mr. EMANUEL. As you both know, because you are both very
good and very studious and committed, one of the reasons the costs
are down is because enrollment is not up. Fact.

As Ronald Reagan used to say “Facts are a stubborn thing.”

The truth is and we all know it, yes, they are down, no doubt.
B, one of the reasons they are down is enrollment is not up. C, one
of the things that our two colleagues, from Texas and Pittsburgh,
are trying to do is trying to figure out how to get enrollment up
among the audience and parts of the population that are in most
need of it. D, Richard Foster nearly lost his job for having—it was
a different set of numbers, granted, but I believe had we known
that, I do not think we would have gotten this bill.

That is all I have to say. Thank you, Mr. Chairman.

Chairman STARK. Would any of the members like to further in-
quire?

[No response.]

Chairman STARK. If not, I want to thank both the witnesses. I
know Mr. Doggett will stay with us. Jason, if you would like to join
us for the rest of the session up here and sit in and listen, you
would be welcome.

I am going to call our second panel with the caveat that we are
expecting two votes sometime between 11:00 and 11:15. If Mr. Law-
rence Kocot, Senior Advisor to the Administrator for CMS, and Ms.
Beatrice Disman, Regional Commissioner of the New York Region
of the Social Security Administration, would like to come forward,
we will empanel you.

Ms. Disman, if you would like to proceed to enlighten us. I think
we will have time to get through the summary of your presen-
tation, and then if we can prevail on you to stick around for a few
minutes, the members will return after the vote and may wish to
inquire.

Please go ahead and enlighten us in any manner you are com-
fortable with.
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STATEMENT OF BEATRICE DISMAN, REGIONAL COMMIS-
SIONER, NEW YORK REGION, SOCIAL SECURITY ADMINIS-
TRATION

Ms. DISMAN. Thank you, Mr. Chairman, and Members of the
Committee. On behalf of Commissioner Astrue, I thank you for in-
viting me to provide an update on Social Security’s ongoing efforts
to sign up eligible Medicare beneficiaries for the low-income sub-
sidy or “extra help” as it is known in the community.

As you said, I am Bea Disman. I am the Regional Commissioner
of the New York Region, and I have had the good fortune for the
last three years to chair Social Security’s Medicare Planning and
Implementation Taskforce.

In doing this, I have had the opportunity of seeing the truly tire-
less and dedicated efforts of so many Social Security employees as
they have attempted to reach out to those individuals who could
benefit from the “extra help.”

I am pleased to provide you with an update of our story. During
the last year, Social Security has continued to use every means at
our disposal to reach those who could benefit from “extra help.”

We have been in the communities and senior citizens’ centers,
pharmacies, public housing, churches, any place we thought senior
citizens or the disabled were likely to be found.

We have also continued to work with State pharmaceutical pro-
grams, State health insurance programs, area agencies on aging,
local housing authorities, community health centers, prescription
drug providers, and others to identify those with limited income
and resources.

Throughout these efforts, Social Security’s goal has been to reach
every potentially eligible Medicare beneficiary multiple times in a
variety of ways. Whether there were 300 or three million people,
Social Security’s job is the same, find them. Find them where they
live. Find them in the communities where they work, find them in
any way we can.

Our message is simple. If you could possibly benefit from this
program, Social Security will help you apply.

For more detail on the many avenues Social Security has used
to inform low-income beneficiaries about “extra help,” for example,
our multiple targeted mailings, telephone calls or targeted events,
I refer you to my written testimony.

Today, however, I would like to focus on a new initiative. On be-
half of Commissioner Astrue, I am pleased to announce a new
1s:ltrlategy in our continuing efforts to inform the public about “extra

elp”.

This outreach initiative, “Show Someone You Love How Much
You Care,” is designed to inform relatives and care givers, the sons,
daughters, grandchildren and family friends who count a Medicare
beneficiary among the important people in their lives.

By specifically focusing on these caregivers, SSA hopes to reach
even more individuals who could be assisted through the “extra
help” program.

Last week, Commissioner Astrue met with the advocacy organi-
zations, some of whom will be testifying later, and encouraged
them to help us in this new strategy. We have actually worked
with all these organizations over the last three years.
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We plan to launch this new initiative around Mother’s Day as we
celebrate the most important special people in our lives. This year
we are asking that people show someone they love how much they
care by learning more about that “extra help” that is available with
Medicare prescription drug costs.

We are asking them to take a further step to help their loved
ones apply. In the week preceding Mother’s Day, Social Security
employees around the country will be visiting their flower shops,
restaurants and place of worship to make information about the
“extra help” available. That is where mothers spend Mother’s Day.

I personally will be visiting one of the largest African American
churches in Jamaica, New York on Mother’s Day, and I filmed TV
spots publicizing extra help for NBC’s local consumer reporter yes-
terday.

I have seen the activities from around the nation, in which my
colleagues and their staff are actively engaged. Social Security also
plans to publish related articles in the local media.

Outreach efforts have also included distribution of special pam-
phlets explaining “extra help,” and I provided those pamphlets to
each one of you so you could see them. The campaign will also con-
tinue throughout this year with a second series targeted at Fa-
ther’s Day.

We also did officially send you pamphlets within the last day or
two with a note from Commissioner Astrue. We are excited about
this new initiative and its timing during Older Americans Month
and its prospects for assisting low-income Medicare beneficiaries.

I would now like to turn to another topic of great importance to
SSA and this Committee, outreach to individuals potentially eligi-
ble for Medicare savings programs.

In May 2007 as in prior years, Social Security will be sending an
annual notice to approximately six million beneficiaries who based
on our data and systems matching of data with Veterans Affairs,
Office of Personnel Management and the Railroad Board, are po-
tentially eligible for Medical Savings Programs (MSP).

As in prior years, the MSP letters are tailored to address the pro-
grams which they are potentially entitled to based on our records.
These letters also address “extra help” where appropriate.

In addition to the notices we send information about MSP assist-
ance to the various States. Information such as income along with
names, and addresses of those individuals are shared electronically
right after the mailing, thus providing vital information for the
States to use in their own outreach programs.

SSA also assists the States in MSP through the buy-in process.
In 32 States and the District of Columbia, SSA has an agreement
where a determination for SSI imparts Medicaid eligibility, there-
fore, MSP. Even in those States where we do not have an auto en-
rollment agreement with the State, we generate an alert that the
State can use in assessing MSP.

Finally, I would like to let you know that SSA decision letters
about “extra help” have information about MSP. Information on
“extra help” decisions themselves are transmitted to CMS, thus,
CMS knows about whether “extra help” is approved or denied.
They also receive certain information on income and resources.
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In terms of “extra help,” SSA has made a special effort with CMS
to reach those beneficiaries who lost their deemed status effective
January 2007. Of the approximately 630,000 individuals affected,
247,000 have applied for “extra help” and 168,000 are eligible. This
is in addition to those who have been re-deemed.

Social Security is currently calling 188,000 individuals who have
not yet filed.

For this fiscal year, almost 850,000 beneficiaries have filed for
the “extra help,” about 200,000 of these are unnecessary—I have
about another 15 seconds, if I can continue—because they auto-
matically were eligible or because they filed more than one applica-
tion.

For this fiscal year, we have found 350,000 individuals that are
eligible for the “extra help”. We continue to receive about 30,000
applications a week or over 100,000 a month.

In conclusion, I want to express to this Committee my personal
thanks and the thanks of Commissioner Astrue for your continuing
support for the Agency. I can assure you that the dedicated em-
ployees of Social Security will continue to do our very best in ad-
ministering the “extra help” assistance and in partnering with the
state and CMS in the promotion of Medicare Savings Plans.

We realize our job is not complete. We continue to look for ways
in which we can reach out to those in need.

We look forward to our continued dialogue with organizations,
advocacy groups and of course, this Committee.

Thank you. I will be glad to answer any questions you have.

[The prepared statement of Beatrice Disman follows:]

Prepared Statement of Beatrice Disman, Regional Commissioner, New York
Region, Social Security Administration

Mr. Chairman and Members of the Committee:

On behalf of Commissioner Astrue, I thank you for inviting me to provide an up-
date on the Social Security Administration’s (SSA’s) ongoing efforts to sign-up eligi-
ble Medicare beneficiaries for the low-income subsidy (LIS)—or “extra help” as it is
commonly called, under the Medicare Prescription Drug Program. I am Bea Disman,
and I have served for over a decade as Regional Commissioner of the New York Re-
gion. I have also spent the past 3 years as Chair of SSA’s Medicare Planning and
Implementation Task Force. In this role I have seen the truly tireless and dedicated
efforts of so many SSA employees, as they have reached out to those individuals
who could benefit from “extra help.” I am pleased to provide you with an update
of our story—exactly one year to the day after we last met to discuss this very im-
portant issue.

Since we last spoke, SSA has continued its intensive efforts to locate low-income
Medicare beneficiaries, and provide them with an opportunity to apply for “extra
help” assistance. We have used targeted mailings, phone calls, computer data
matches, community forums, partnerships with State agencies and non-profit orga-
nizations, public information fact sheets, word-of-mouth—in short, any and all
means at our disposal—to reach those eligible to receive assistance with out-of-pock-
et costs associated with Medicare prescription drug coverage. Today’s testimony
looks back at some of those efforts, but more importantly, it looks at how SSA’s out-
reach initiatives are moving forward.

Background

To begin, it may be helpful to recap Social Security’s role and responsibilities re-
garding the new Medicare Prescription Drug Program. This provides the context to
further describe SSA’s activities in getting low-income people the “extra help” in-
tended by Congress.

SSA was given the responsibility by Congress to take “extra help” applications
and to make eligibility determinations for individuals who were not automatically
eligible, by virtue of their receipt of full Medicare and Medicaid, Supplemental Secu-
rity Income (SSI), or Medicare Savings Programs (MSPs). In order to be eligible for



31

“extra help,” individuals must have incomes below 150 percent of the poverty level
applicable to their corresponding household size. In 2007 this is $15,315 for an indi-
vidual and $20,535 for a couple. Individuals with incomes between 135 percent and
150 percent of poverty are eligible for a subsidy amount based on a sliding scale.
The income limits adjust annually, based on the Federal Poverty Level (FPL).

Individuals must also meet a resource test. The resource level is $11,710 for sin-
gle individuals or $23,410 for couples. (These figures include the $1,500 credit given
to individuals who will use their resources for funeral or burial expenses.) Those
who have countable resources of less $6,120 for an individual and $9,190 for cou-
ples, receive the most cost-sharing assistance. The resource limits adjust annually
based on the Consumer Price Index, or CPIL.

SSA was given these responsibilities because of its network of nearly 1,300 offices
across the country, and because of its already existing role in administering some
parts of the Medicare program. Over the past 70 years, SSA has gained a reputation
for helping people in the communities where they live, and Congress realized that
SSA’s presence “on the ground” would be vital in the launch of the Medicare “extra
help” program. Also, the low-income subsidy was designed with many similarities
to SSI, a means-tested assistance program for low-income aged, blind and disabled
individuals, which SSA has administered for more than 30 years.

Application Process Improvements

When we last met, I described for you the extensive research and review that
went into the creation of SSA’s application for “extra help.” Focus groups and cog-
nitive testing experts, automation experts, advocate organizations, form design pro-
fessionals, and Congressional staffs all contributed to this undertaking. The result-
ing application was the most extensively tested form SSA has ever produced. But
you should also know that our efforts to improve the application—to provide an easy
way for beneficiaries to apply for “extra help”—are continuing.

For example, we have added fields to the application that allow the applicant to
enter the amount of his or her Social Security benefit. Of course SSA already knows
this information, and the original application instructions stated that the applicant
did not need to supply Social Security benefit amounts. But our analysis of applica-
tions received showed that applicants were trying to enter the information anyway,
and this was frequently leading to inaccurate entries and inaccurate eligibility de-
terminations. In addition, we revised the application to request the applicant’s date
of birth, so that we can identify him or her if they entered the wrong Social Security
number. In another example, we simplified the question about filing as a couple and
changed the resource amounts to reflect the 2007 resource limits.

In response to advocates and Congressional concerns, SSA is currently reviewing
the paragraph at the end of the “extra help” application (sometimes referred to as
the “penalty clause”). Our review has been prompted in response to concerns some
have raised that such language might inhibit individuals from filing.

Another interesting note is the way Medicare beneficiaries are currently filing for
“extra help.” Since the beginning of Fiscal Year 2007, about 22 percent of new appli-
cations are Internet filings. This means that, as a percentage of applications re-
ceived, the online “extra help” application has even exceeded the success of SSA’s
online Application for Retirement benefits. The online application has been a real
success story, receiving one of the highest scores ever given to a public or private
sector organization by the American Customer Satisfaction Index.

Outreach Efforts

I would now like to summarize the efforts SSA has undertaken to inform bene-
ficiaries about the “extra help” available for costs with prescription drugs. Efforts
to educate the public about the new, “extra help” program began almost imme-
diately after passage of MMA, and this outreach continues today. As I mentioned
earlier, SSA has worked with CMS and other Federal agencies, community based
organizations, advocacy groups, and State entities in order to spread the word about
the available “extra help.”

We have been in the communities—“in senior citizen centers, pharmacies, public
housing, churches—“any place in which we thought senior citizens or the disabled
were likely to be found. We also continue to work with States that have their own
pharmaceutical programs, State Health Insurance Programs, Area Agencies on
Aging, local housing authorities, community health clinics, prescription drug plans,
and others to identify people with limited income and resources who may be eligible
for the “extra help.”

Throughout these efforts, SSA’s goal has been to reach every potentially eligible
Medicare beneficiary multiple times, in a variety of ways: for example, by targeted
mailings and events, and follow-up phone calls. And while we are confident we have
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taken appropriate steps to reach out to those who may be eligible for the “extra
help,” our outreach efforts are continuing. Because there is no enrollment period for
the “extra help,” a Medicare beneficiary can apply at any time. This means there
is no inappropriate time to reach out to our lower-income beneficiaries, and there
is no wrong time for these individuals to complete an application.

As you know, many estimates have been made as to the size of the eligible popu-
lation. But whether there are 300 or 3 million people, SSA’s job is the same—find
them. Find them where they live, find them in the communities where they work,
find them in any way we can. Our message is simple: if you could possibly benefit
from this program, SSA will help you apply.

SSA’s Initial Outreach Efforts

To further explain how this outreach philosophy has translated into action, I
wo