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QUALIFIED MEDICARE. BEh;EFLCIARY PROG 

The Medicare program offers protection for aged and certain disabled persons against 
the costs associated with acute health care services. Medicare beneficiaries are required 
to pay a portion of the cost of these services themselves in the form of cost-sharing 
charges. Such charges could pose a potential hardship for some persons, especially those 
who do not have supplementary protection either through an individually purchased 
"Medigap" policy or employer-based coverage. In response to this concern, legislation 
was enacted in 1988 establishing the Qualified Medicare Beneficiary (QMB) program. 
Under this program, certain low-income Medicare beneficiaries are entitled to have their 
Medicare cost-sharing charges paid by the Federal-State Medicaid program. More limited 
Medicaid coverage is offered for two other population groups: (1) persons who meet the 
QMB criteria except that their income is slightly in excess of the poverty line (the 
Specified Low-Income Medicare Beneficiaq~ (SLMB) population); and (2) qualified 
disabled and working individuals (QDWIs). 

Persons meeting the qualifications for coverage under one of these categories, but not 
otherwise eligible for Medicaid, are not entitled to the regular Medicaid benefit package. 
Instead, they are entitled to have Medicaid make specified payments in their behalf. 

When a State pays Medicare cost-sharing charges for its QMB population, it "buys- 
in" Medicare protection for this group. This buy-in for the QMB population is in addition 
to the buqin arrangement that States have traditionally had for some of their Medicaid 
population. Under the traditional buy-in arrangement States enroll in Medicare Part B 
persons who are eligible for both Medicare and full Medicaid benefits (the "dually 
eligible"). 

The Congress has approved a budget resolution which provides for reductions of $270 
billion in Medicare spending and $1 82 billion in Medicaid spending over the FY 1996-2002 
period. As part of the budget reconciliation process, the authorizing committees will be 
identifying specific policies to achieve the savings targets. The specifics of the potential 
changes are not yet available. In the past, Medicare savings have been achieved primarily 
through reductions in palments to providers. However, given the magnitude of the 
potential Medicare savings. it is likely that some beneticiaq~ cost-shaiing charges will be 
increased. Absent any modifications to the QMB program, this would mean increased 
Federal and State spending under Medicaid for the QMB population. 

The interaction of potential Medicare changes with potential Medicaid changes also 
needs to be considered. It is possible that the Congress may approve significant structural 
changes in the current Medicaid program. for example turning the program into a block 
grant or capping Federal Medicaid expenditures. Under either alternative, States are 
expected to be given additional latitude in designing their programs. The current QMB 
mandate might be viewed as incompatible with the concept of giving States more flexibility 
in structuring their programs. Since the specifics of the Medicaid restructuring proposals 
are not currently available, it is difficult to determine how States would respond to 
elimination of a QMB requirement. However, in the face of reduced Federal funding, it 
is possible that some persons could lose protections currently available to them. 
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QUALIFIED mDIC.4RE BENEFICIARY PROGRAM 

INTRODUCTION 

The Medicare program offers protection for aged and certain disabled persons against 
the costs associated with acute health care services. Medicare beneficiaries are required 
to pay a portion of the cost of these services themselves in the form of cost-sharing 
charges. Such charges could pose a potential hardship for some persons. especially those 
who do not have supplementary protection either through an individually purchased 
"hfedigap" policy or employer-based coverage. In response to this concern; legislation 
was enacted in 1988 establishing the Qualified Medicare Beneficiary (QMB) program. 
Under this program, certain low-income Medicare beneficiaries are entitled to have their 
Medicare cost-sharing charges paid by the Federal-State Medicaid program. More limited 
Medicaid coverage is offered for two other population groups: (1) persons who meet the 
QMB criteria except that their income is slightly in excess of the poverty line (the 
Specified Low-Income Medicare Beneficiary (SLMB) population); and (2) qualified 
disabled and uorking individuals (QDWIs). 

Persons meeting the qualifications for coverage under one of these categories. but not 
otherwise eligible for Medicaid, are not entitled to the regular Medicaid benefit package. 
Instead, they are entitled to have Medicaid make specified payments in their behalf. 

QUALIFIED MEDICARE BENEFICIARIES (QMBs)' 

Definition. State Medicaid programs are required to make Medicare cost-sharing 
assistance available to QMBs. '~ A QMB is an aged or disabled Medicare beneficiary who 
has: (1) income at or below the Federal poverty line: and (2) resources below 200% of 
the limit set for the Supplemental Security Income (SSI) program (the cash assistance 
program for low income aged and disabled persons). Medicaid is required to pay 
Medicare premiums and cost-sharing charges for these persons. Medicaid coverage is 

'The QMB program was authorized under Section 301 of P.L.100-360, the Medicare 
Catastrophic Coverage Act of 1988 (MCCA); enacted July 1. 1988. While most of the provisions 
of that legislation were repealed by the Medicare Catastrophic Coverage Repeal Act of 1989 
(P.L.lO1-234). the QMB provision was retained. Section 4501 of the Omnibus Budget Reconciliation 
Act of 1990 (OBRA 90: P.L.lO1-508) accelerated the implementation of the provhion. 

'Specifically. Section 1902(a)(lO)(Ej(i) of the Social Security Act requires State Medicaid 
progams to make available Medicare cost-sharing assistance (as defined in Section 1905(p)(3) to 
Q.MBs described in Section 1905@)(1,l1 of the Act. 

'The requirement is also mandatotory in any State providhg Medicaid to i b  residenb under a 
waiver granted under Section 11 15 of the Social Security Act, namelq Arizona. The requirement is 
opt~onal in the territories. 



limited to payment of these charges unless the beneficiary is otherwise eligible for 
Med i~a id .~  

Persons meeting the QMB definition must be entitled to Medicare Part A Hospital 
Insurance coverage. Included is the relatively small group of aged persons who are not 
automatically entitled to Part A coverage, but who have bought Pan A protection by 
paying a monthly premium. Not included are working disabled persons who have 
exhausted Medicare Part A entitlement but who have extended their coverage by payment 
of a monthly premium. (See discussion of qualified disabled and working individuals 
(QDWIs), below.) 

To be eligible as a QMB, an individual must have income at or below 100% of the 
Federal poverty line for a family of the same size.' In 1995, the Federal poverty level is 
$7,470 for a single and $10.030 for a couple. The Federal poverty level is published 
annually (usually in mid-February) in the Federal Register. By law, cost-of-living 
increases (COLAS) in social security benefits are disregarded in determining QMB 
eligibility through the month following the month in which the annual update is published. 
Thus. in most years COLAS are disregarded through March. For QMBs without social 
security income, the poverty levels are effective as of the date of publication. 

A QMB must also meet specified resources standards, namely resources cannot 
exceed 200% of that allowed under SSI. For the QMB program, the limits are $1,000 for 
an individual and $6,000 for a couple. Certain items such as an individual's home and 
household goods are always excluded from the calculation. 

Application for Benefits. QMBs are required to meet general nonfinancial 
requirements or conditions of eligibility applicable to persons under the regular Medicaid 
program. This includes f h g  an application for medical assistance with the State 
Medicaid office. furnishing a social security number, proving citizenship or satisfactory 
immigration status, and proving residence. 

Eligibility for QMB benefits begins on the first day of the month after the month in 
which OMB status is first detelmined. Retroactive elieibilitv is not  emitted for this . - 
population group.' An eligibility determination is normally effective for 12 months: 
however, a State may make redeterminations more frequently, but no more frequently than 
every 6 months. The limitation on redeterminations does not apply in cases where the 
State becomes aware of an actual change in an individual's situation that could affect his 
or her eligibility status. 

4Tbe QMB program should not be confused with the Medicaid oprion to provided MI Medicaid 
coverage to elderly and disabled persons whose incomes are below lOOI of the Federal poveay line. 

?he determination of income is made in the same manner as is made for SSI. Individuals with 
income above the threshold are not permitted to spenddown to meet the eligibility criteria. 

'This prohibition is contained in Section 1905(a) of the Social Secmity Act 



Many persons meeting QMB criteria are also eligible for regular Medicaid coverage. 
An applicant may elect to have eligibility determined for all categories for which he or she 
may be eligible. Eligibility as a QMB constitutes an eligibility status in addition to any 
other eligibility status the individual may have. 

QMB Benefits. Medicaid is required to pay Medicare premiums and cost-sharing 
charges for QMBs. as follows: 

* Medicare Part B monthly premiums ($46.10 in 1995). Medicare Part B pays 
for physicians services' and other medical services. Almost all persons entitled 
to Medicare Part A are also enrolled in Medicare Part B. 

Medicare Part A monthly premium paid by the limited number of aged not 
automatically entitled to Part A protection. The premium is $261 in 1995.' 

Coinsurance and deductibles under Medicare Part A and Part B. This includes 
the Medicare hospital deductible ($716 in 1995), the Part B deductihle ($100) 
and the Part B coinsurance (20% of Medicare's approved payment amount that 
applies to most Part B services). 

Coinsurance and deductibles that health maintenance organizations (HMOs) and 
competitive medical plans (CMPs) charge their enrollees. These are in lieu of 
the Medicare coinsurance and deductibles wluch would be paid if the individuals 
were not enrollees of these plans. States, at their option may also pay the HMO 
and CMP enrollment premiums. 

A person entitled to regular Medicaid benefits as well as QMB assistance is entitled 
to Medicaid payment for Medicare premiums and cost-sharing charges as well as to the 
full range of Medicaid services otherwise available to them. 

Payment of QMB Benefits. States are required to pay Part A and Part B premiums 
in full for the QMB population. They are also required to pay the requisite deductibles 
and coinsurance, though the actual amount of required payment has been the subject of 
some controversy. 

State Medicaid programs frequently have lower payment rates for services than those 
applicable under Medicare. Federal program guidelines permit States to either (i) pay the 
full Medicare deductible and coinsurance amounts; or (ii) only pay those amounts to the 
extent that the Medicare provider or supplier has not received the full Medicaid rate for 
the service. For example, assume Medicare's recognized payment amount for a service 
is $100 and Medicaid's recognized amount is $75. Medicare actually pays $80 (assuming 
the beneficiary h a s  met the deductible) leaving $20 in coinsurance charges. Under the 

7 Part A coverage is available at a reduced premium to persons who do not have coverage as 
social security or railroad retirement beneficiaries but who have at least 30 quarters of social security 
or railroad retirement coverage. The premium for these person- is $183 in 1995. 



guidelines. Medicaid could pay nothing (since the provider had received more than the full 
Medicaid rate) or any amount up to $20 (the full Medicare coinsurance amount). 

If the Medicare service is not covered under the State Medicaid program, the State 
may either pay the full Medicare deductible and coinsurance amounts or alternatively 
provide for reasonable payments (subject to approval by DHHS). 

As of March 1995, 29 States were reported to be using payment rates below those 
applicable under Medi~are .~  However. the United States Court of Appeals for four 
judicial circuits have issued decisions which require States in their jurisdictions to pay the 
full Medicare cost-sharing expenses for QMBs.' As a result, eight of the 29 States are 
required to change their policies. 'O 

Beneficiary Cost-Sharing. A State may require QMBs to pay nominal cost-sharing 
charges. Medicaid's actual payment plus any Medicaid copayment paid by the QMB is 
considered payment in full for Medicare coinsurance and deductibles. 

A QMB may not be billed for any physicians' charges which exceed Medicare's 
recognized payment amount (so-called bnlnnce billing chrges). However. a QMB-only 
individual may be liable for balance billing charges if certain services (e.g., durable 
medical equipment) are provided by a supplier who has not accepted Medicare assignment 
for the service (i.e., has not accepted Medicare's recognized payment amount as payment 
in full). The supplier may not balance bill if the beneficiary is eligible for full Medicaid 
benefits. 

Buy-In. All States have buy-in agreements with the Secretary of the Department of 
Health and Human Services (DHHS) for their QMB population. Under a buy-in 
agreement, States enroll their QMB population in Medicare Pan B. Some States have also 
elected to include payment of Part A premiums under their buy-in agreements. Payment 
of premiums under a buy-in agreement is advantageous to the State, because premiums 
paid through this method are not subject to delayed enrollment penalties which might 
otherwise be applicable in the case of delayed enrollment or re-enrollment. 

'Alabama, Arizona, California. Colorado, District of Columbia, Florida, Kansas, Maine, 
Maryland, Massachusetts. Michigan, Minnesota,Maryland, Montana, Nevada, New Hampshire. New 
Jersey, Oklahoma, Oregon, P e m y l \ , a ~ a ,  RhodeIsland. T e ~ e s s e e ,  Texas, Utah, Vermont, Virginia, 
W-ashington_ West Virginia, and Wisconsin. 

9Tl~e following rulings affect States in the Second, Third, Fourth, and Eleventh Judicial Circuits: 
(1) New York Cify Health and Hospitals Corporation v. Perules, 954 F.2nd 854 (2nd Cir. 1992); 
(2j Pennsylvania Medico.! S c i e f y  v. Snider. et al., 29 F. 3d 886 (3rd Cir. 1994) No. 93-775: (3j 
Hqnes Ambulance Senice, h c .  v. State ofAlabanw. et al., 36 F.3d 1071 (11th Cir. 1994): and (4j 
Rehabilitazion Association of Vir~inia, Inc. v. Kozloivski and Shalala, 42 F.3d 1444 (4th Cir. 1994). 

'Wabama. Florida, Maryland, New Jersey. Pennsylvania, Vermont, Virginia, and West 
Virginia. 



The buy-in agreement for the QIvlB population is in addition to the traditional buy-in 
agreement that States have for other population groups. Under these traditional buy-in 
agreements, States enroll in Medicare Pan B persons who are eligible for both Medicare 
and Medicaid. As a minimum, States may limit buy-in coverage to persons receiving cash 
assistance; alternatively they may add some or all categories of other persons who are 
eligible for both Medicare and Medicaid. States are given a financial incentive to cover 
all of their dual eligibles under a buy-in agreement A State may not claim Federal 
matching payments for any Medicaid expenditure which would have been a Medicare 
expenditure if the State had covered the beneficiary under a buy-in agreement. States 
receive Federal matching assistance for payment of the Part B premium in behalf of 
"categorically needy" persons. (These are generally persons the State is required to cover 
under its Medicaid program.) States pay the full cost of Part Bpremiums for other buy-ins 
(except for QMBs and SLMBs). 

Administration of Buy-In. States send to Medicare a tape containing the names of 
persons (including QMBs) covered under a buy-in agreement. These names are matched 
with social security records so that deductions for Part B premiums will not be made from 
beneficiaries' social security checks. Medicare bills State Medicaid plans for the 
premiums; State Medicaid plans then claim appropriate Federal matching funds. In the 
case of Medicare cost-sharing charges, State Medicaid programs pay the providers of 
services and claim appropriate Federal matching funds. 

SPECIFIED LOW-INCOME MEDICARE BENEFICIARIES1' 

Beginning in 1993, States were required to pay Medicare Part B premiums for 
persons meeting the QMB criteria except for income. The income limit forthese specified 
low-income beneficiaries was 110% of the Federal poverty line in 1993, rising to 120% 
of the Federal poverty line beginning in 1995. Unlike the rules applicable for QMBs, 
retroactive eligibility is available for up to 3 calendar months. 

Medicaid protection is limited to payment of monthly Part B premiums unless the 
beneficiary is otherwise eligible for benefits under the program. Medicare Part B 
premiums are set at 346.10 in 1995. 

QUALIFIED DISABLED AND WORKING INDIVIDUALS (QDWIs)" 

Medicaid is authorized to provide partial protection against Medicare Part A premium 
charges for another population group known as QDWIs. 

Medicare allows certain disabled persons to buy Medicare Part A (Hospital Insurance) 
protection. These are individuals who were previously entitled to Medicare Part A on the 

''This coverage was authorized by Section 4501 of OBRA 90 which added a new Section 
1902(a)(lO)(E)(iii) to the Social Security Act. 

I2This coveraze was authorized under Section 6012 of the Omnibus Budset Reconciliation Act 
of 1989 (OBRA 89. P.L. 101-239) which added Section 1902(A)(IO)(E)(ii). 



basis of a disability, who lost their entitlement based on earnings from work, but who 
continue to have the disabling condition. Medicaid is required to pay the Medicare Part 
A premium for such individuals if their incomes are below 200% of the Federal poverty 
line, their resources are below 200% of the SSI limit: and they are not otherwise eligible 
for Medicaid. These persons are known as QDWIs. 

Income and resources eligibility is determined using the methodologies of the SSI 
program. States are permitted to impose apremium for individuals with incomes between 
150% and 200% of the poverty level. The premium is to be based on apercentage of the 
Medicare Part A premium according to a sliding scale increasing in reasonable increments 
as an individual's income increases. 

Medicaid benefits for QDWIs are limited to payment of the Medicare Part A 
premium. 

PROGRAM DATA 

There is limited data on both the numbers of QMBs and SLMBs as well as 
expenditures for these population groups. 

As of March 1995, Medicare reported that there were 281,024 Medicare Part A 
beneficiaries for whom QMB payments were being made. As of the same date, States 
reported a total of 4,662,785 Part B buy-ins'; of which 2,346,407 were separately 
identified as QMBs: however this later number is low due to reporting problems. (See 
table 1.) It should be emphasized that the QMB numbers include many persons who were 
eligible for the full Medicaid benefit package. No QMB-only number is available. HCFA 
reports that nationwide, there were 122.293 SLMBs and 14 QDWIs in June 1995; this 
information is not broken down by State." 

DHHS has no data source which separately identifies the amount of expenditures 
made by the States for Medicare deductible and cost-sharing charges for the QMB 
population. In part, this reflects the fact that there is considerable overlap between the 
QMB population and the population eligible for the full range of Medicaid benefits. 
DHHS does have some data reported by the States on the total amount of payments made 
for Medicare Part A and Part B premiums. However, the data appear incomplete. 

ISSUES 

Enrollment. The QMBISLMB programs were enacted by Congress in response to 
the concern that Medicare cost-sharing charges could pose a potential financial hardship 
for low-income persons not eligible for Medicaid. Since the program has been 
implemented there has been concern that a significant portion of the population eligible for 
these henefits has not taken advantage of them. A Januaq 1993 survey of the 

l3TIk number iucludes all Part B buy-ins. Some Part B buy-ins are not QMBs 

'4Conversation with HCFA official, July 1995 



implementation of the QblB program by Families USA!' indicated that many potentially 
eligible seniors were not receiving program benefits because they were not aware of its 
existence. The organization stated that QMB benefits were reaching about 58% of the 4.2 
million seniors with incomes helow poverty. The newly established SLMB program 
reached less than 1 % of an estimated 0.9 million persons who were eligible in the f ~ s t  
month. 

In response to earlier concerns, DIIHS set up mechanisms to increase beneficiary- 
program awareness. Some observers suggested that if Social Security offices: rather than 
State .Medicaid offices, performed the eligibility determination function, more potential 
eligihles would enroll in the QMB program. However, DHHS noted that while the Social 
Security Administration could assist in public awareness activities, it did not have the 
capability of making complete income eligibility determinations. 

Section 154 of the Social Security Amendments of 1994 (P.L. 103-432) required the 
Secretary, witbin 1 year of enactment, to establish and implement a method for (i) 
obtaining from newly eligible Medicare beneficiaries information that could be used to 
determine whether they might be QMB-eligible, and (ii) transmitting such information to 
the States. In response to this directive, a new policy was implemented in April 1995. 
SSA will transmit. on a monthly basis, to the Health Care Financing Administration 
(HCFA) a computer tape identifying potential QMB eligibles. The identification of 
potential QMB eligibles will be hased on data from the master heneficiary file for new 
Medicare beneficiaries. Persons identified as potentially eligihle will be those that are 
entitled to Part A, have a monthly income less than $643, pay their own Part B premium, 
and are not receiving SSI benefits. HCFA will forward the information to the States; it 
is expected that the States will use this information to contact potentially eligible persons. 

Implications of Potential Changes in Medicare and Medicaid. The Congress has 
approved a budget resolution which provides for reductions of $270 billion in Medicare 
spending and $182 billion in Medicaid spending over the FY 1996-2002 period. As part 
ofthe budget reconciliation process, the authorizing committees will be identifying specific 
policies to achieve the savings targets. The specifics of the potential changes are not yet 
available. In the past, Medicare savings have been achieved primarily through reductions 
in payments to providers. However. given the magnitude of the potential Medicare 
savings, it is likely that some beneficiary cost-sharing charges will be increased. Absent 
any moditications to the QMB program, this would mean increased Federal and State 
spending under Medicaid for the Q-MB population. 

The interaction of potential Medicare changes with potential Medicaid changes also 
needs to be considered. It is possible that the Congress may approve significant structural 
changes in the current Medicaid program, for example turning the program into a block 
grant or capping Federal Medicaid expenditures. Under either alternative, States are 
expected to be given additional latitude in designing their programs. The current QMB 
mandate might be viewed as incompatible with the concept of giving States more flexibility 
in structuring their programs. Since the specifics of the Medicaid restructuring proposals 

15Families US.4. The Medicare Buy-In: A Promise Unfulfiird. Washington, Mar. 1995 



are not currently available, it is difficult to determine how States would respond to 
elimination of a QMB requirement. However, in the face of reduced Federal funding, it 
is possible that some persons could lose protections currently axrailable to them. 

1 TABLE 1. Qualified Medicare Beneficiaries by State, March 1995 1 

See footnotes at end of table. 



See footnotes at end of table. 



Tncludes all Part B buy-ins, including QMBs, SLMBs, and persons covered 
under traditional buy-in agreements. Many Pan B buy-ins are not QMBs. 
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