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WELCOME and INTRODUCTION

WELCOME

The purpose of this Advocates’ Guide is two-fold. First, it is intended to
serve as a detailed source of information and guidance about the “Medicare
Savings Programs” and “Extra Help” -- two programs that provide valuable
coverage and financial benefits to lower income Medicare beneficiaries -- and
how to qualify for the programs.

Second, it is intended to serve as a platform to facilitate exchanges of
information, concerns, ideas, and strategies about these programs among
individuals who are interested in such sharing. One of the reasons for our
formatting the Guide with numerous headings and subheadings is to make
references to particular points easier.

For readers with little familiarity with Medicare, brief synopses of how the
program works in general, and its drug coverage in particular, are included at the
end of the Guide as Appendix A and Appendix B.

The preparation of the original 2016 version of this Advocates’ Guide was
supported with grant funding from the Con Alma Health Foundation, for which
funding we remain deeply grateful.

HOW TO USE THE GUIDE

The first section of the Guide following this Welcome and Introduction --
entitled “Summary Overview” -- contains a condensed discussion of the Medicare
Savings Programs and Extra Help. Readers unfamiliar with these programs may
find that discussion sufficient, especially before they begin to work with clients
who may benefit from these programs. The subsequent sections of the Guide
have more detailed discussions of each program, as well as a discussion of the
little known but extremely valuable “Conditional” Application for Medicare
process.



INTRODUCTION

The “Medicare Savings Programs” (MSPs) and “Extra Help” are both
programs that help lower income Medicare beneficiaries meet the often
substantial out-of-pocket costs that Medicare beneficiaries face.

The three MSPs discussed are Medicaid eligibility categories. They each
cover a beneficiary’s’ Medicare Part B premiums; and -- in the case of one of them
(“QMB”) — the beneficiary’s Medicare cost sharing obligations (deductibles, co-
pays and coinsurance) and, if necessary, the beneficiary’s Medicare Part A
premiums? as well.

“Extra Help” (a/k/a “Low Income Subsidy” [LIS]) is a separate program that
covers part of the costs of a Medicare beneficiary’s prescription drug coverage
(Medicare “Part D”). There are different levels of Extra Help assistance, and
eligibility for a MSP program automatically qualifies a beneficiary for one of the
most generous levels.

Both programs save beneficiaries — and/or their families, who may be
helping with their Medicare out-of-pocket costs -- a considerable amount of
money. They help many beneficiaries retain (and for some, obtain) Medicare
coverage, by making it more affordable.

Many people think Medicare is a program just for seniors. In fact a large
number of individuals under 65 have Medicare, because they receive Social
Security Disability (SSDI) benefits. These beneficiaries can also qualify for MSPs
and/or Extra Help.

The MSPs provide limited-benefit Medicaid coverage. Most notably, they
help Medicare beneficiaries whose income is too high to qualify for a Medicaid
eligibility category that does provide full Medicaid coverage. [[NOTE: Prior to

! Most Medicare beneficiaries do not have to pay the Part A premium, because Part A coverage
is funded mainly by the FICA payroll deductions they or a spouse (and, in some cases, a parent)
paid over the years. With respect to individuals who don’t qualify for premium-free Part A, see
Section V.



January 1, 2021, there was also a resources (a/k/a “assets”) eligibility
maximum]].

The MSPs and Extra Help do not use the “MAGI” method of income
counting with which you may be familiar. Rather, financial eligibility for themis
based on an applicant’s “countable” income and —in the case of Extra Help —
resources (a/k/a “assets”) under an older methodology in which a variety of
disregards are applied to gross income and resources. That methodology is based
on Supplemental Security Income (SSI) income/resources counting rules.



. SUMMARY OVERVIEW

A. MEDICARE SAVINGS PROGRAMS

1. There are four Medicare Savings Program (MSP) Medicaid eligibility
categories, but three of them are the most frequently used: QMB (which stands
for “Qualified Medicare Beneficiary”); SLMB (which stands for “Specified Low
Income Beneficiary”); and Ql (which stands for “Qualified Individual”).

2. The broadest coverage is provided by QMB. It covers a beneficiary’s
Medicare Part A and B premiums, and Part A and B deductibles, coinsurance, and
co-pays. Most Medicare beneficiaries do not have to pay for Part A premiums
(because of FICA contributions they, a spouse, or parent paid over the years). But
for those who have to pay those premiums, QMB coverage is especially valuable
because it will pay for their Part A premiums (see Section V.).

3. The benefit provided by SLMB and QI coverage is identical: coverage of
the individual’s Medicare Part B premiums. The sole difference between SLMB
and Ql eligibility is that Ql uses a higher income eligibility level. This is a result of
the technical legislative history underlying the establishment of the MSPs.

4. The use of the terms “cover” and “coverage” is significant. While
Medicaid pays for MSP beneficiaries’ monthly premiums; it usually does not pay
for QMB beneficiaries’ deductibles, coinsurance, or co-pays. Rather, providers
are legally prohibited from charging QMB beneficiaries for them.

5. QMB coverage begins the month after the month an applicant is found
eligible. Conversely, SLMB and QI coverage can be retroactive for any or all of the
three months prior to the month of application (if the applicant met the eligibility
requirements in those months).

6. The state Medicaid agency’s payment of a beneficiary’s Medicare
premiums is known as the “Buy-In.” Each state has a Buy-In agreement with the
federal government which authorizes those payments. [[Not to confuse things,
but FYI the Buy-In applies to some other Medicaid eligibility categories as welll].



7. Effectuation of any beneficiary’s Buy-In can take up to two-three months
after s/he is found eligible; however beneficiaries will receive reimbursement of
premiums for those months (from Social Security if the premiums were deducted
from their Social Security benefits). The reverse is true when an individual’s
eligibility is terminated; s/he will be docked for the ‘overpayment.’

8. Applications for the MSPs are processed by the Income Support Division
(ISD) of New Mexico’s Human Services Department (HSD). Applications can be
initiated online, by FAX, by mail, or in-person at an ISD office. Applicants must
normally use the same form that is used for any Medicaid application (though an
older, shorter application form can sometimes be used.

[[NOTE: For the duration of the COVID-19 emergency, in-person visits to ISD
offices are strongly discouraged and restricted, but not prohibited]]

B. EXTRA HELP

1. “Extra Help” is the popular name that was adopted for a
Congressionally-mandated “Low Income Subsidy” (LIS) program enacted when
Part D prescription drug coverage was added to the Medicare program.

2. Medicare’s drug coverage is complicated. It is available only from
private Plans; either drug-only Plans or HMO-like “Medicare Advantage” Plans
that offer drug coverage (most do). While the Medicare law specifies a standard
benefit structure, Plans can and do use alternative structures which can vary from
Plan to Plan. See Appendix B.

3. The “standard” benefit structure includes: an initial annual deductible
(described as a dollar amount); followed by a specified dollar amount of coverage
(also described in in a dollar amount) with 25% coinsurance charges; followed by
an unlimited amount of coverage with an up to 5% coinsurance. The dollar
amounts usually increase each year.?

2 A former coverage gap between the two periods, known as the “donut hole” -- which was
part of the standard benefit structure -- was gradually eliminated over the years; coverage
during what would have been that coverage gap is now subject to 25% coinsurance.
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Plans can also have monthly premiums. Moreover, all plans apply co-pays and/or
coinsurance? charges for each drug purchase, though co-pays are more common.

4. Extra Help has two general levels of coverage. The more generous level
-- called “Full LIS” -- covers plans’ premiums (up to a fixed amount), and annual
deductibles, while dramatically reducing co-pays and coinsurance charges. The
less generous level -- called “Partial LIS” -- is for ‘higher income’ beneficiaries, and
provides smaller subsidies.

5. Individuals who qualify for any of the three MSPs automatically qualify
for the more generous level of Extra Help. Nonetheless, applying for both a MSP
and Extra Help at the same time is often helpful (see Section IV.B.).

6. Applications for Extra Help should be submitted to the Social Security
Administration; online, by phone, in person, or by mail (using a special form). For
practical reasons, applying online is best. Eligibility is retroactive to the month of
application. [[NOTE: For the duration of the COVID-19 emergency, in-person
visits to Social Security offices are highly restricted]]

C. PROGRAM SIMILARITIES and DIFFERENCES

1. The income eligibility levels for both the MSPs and Extra Help are based
on various percentages of the Federal Poverty Level (FPL). However, while MSP
income eligibility is based only on the FPL levels for a family size of 1 or 2
(individual or married couple), Extra Help income eligibility can be based on larger
household sizes (based on the number of dependent relatives in the home).

2. While the methodology for determining ‘countable’ income and —in the
case of Extra Help — resources for MSP and Extra Help eligibility is based on SSI
rules, some SSI rules that apply to MSP eligibility -- for example, counting as

3 “Coinsurance” usually refers to cost-sharing charges based on a percentage of the cost of
particular goods or services. “Co-pays” refer to flat payment amounts charged for particular
vices. wever, insu i i u unts.
oods and services. However, “coinsurance” is sometimes used to refer to flat amounts



“income” certain housing and food assistance, and life insurance policies -- do not
apply to Extra Help eligibility.

3. While MSP eligibility is lost promptly when a beneficiary’s income
exceeds financial eligibility levels, Extra Help coverage -- especially for widow(er)s
-- can continue for considerably longer periods.

4. Online applications for both MSPs and Extra Help can be partially
completed and then continued at a later time. Applying for Extra Help online
expedites the eligibility-processing time; that is less likely to be the case with
online applications for MSP coverage.

5. Applicants for MSP coverage will be required to provide what some
applicants often find to be burdensome information-verifying documentation.
Applicants for Extra Help are able to self-declare some information (which SSA will
attempt to verify through databases accessible to the agency).



Il. THE MEDICARE SAVINGS PROGRAMS

A. OVERVIEW

1. The MSPs were designed to provide some financial relief to Medicare
beneficiaries whose income and/or resources (a/k/a “assets”) were “too high” to
qualify for full-benefit Medicaid coverage, but too low to comfortably afford
Medicare’s out-of-pocket costs. [[NOTE: Effective January 1, 2021 resource
eligibility standards were eliminated]]

2. For example, one of the most common ways a lower income Medicare
beneficiary could qualify for full-benefit Medicaid — one benefit of which includes
Medicare premium Buy-In -- was to qualify for SSI. But SSI financial eligibility
levels are extremely low: countable income under $794/month (in 2021),* which
is only about 75% of FPL; and countable resources (a/k/a “assets”) under $2,000.

3. MSP eligibility is mandatory for all state Medicaid programs.

4. Income eligibility levels for the MSPs are based on fixed percentages of
current Federal Poverty Levels (FPLs). Those levels are recalculated annually, and
usually made public between late January and February. However, the new levels
are not implemented by the state until April 1.

[[NOTE: In any year when there is a cost-of-living (“COLA”) increase in Social
Security benefits, the amount of an individual’s monthly COLA is disregarded
until April 1]]

5. Each of the three MSPs discussed here have 2-3 word titles; however
they are commonly referred to by their acronyms.

4 The amount is effectively $814 (for 2021) in most cases, since SSA disregards the first
$20/month of the applicant’s other income. Additional income disregards may apply to some
types of income (e.g., work income).



B. QvVB

1. The initials stand for “Qualified Medicare Beneficiary.” QMB was the
first of the MSPs to be required for state Medicaid programs.

2. There is only an income financial el8gbility test for QMB. Applicants
must have countable incomes under 100% of the FPL; and countable assets under
set levels (see Section II.F.2. for a chart of current financial eligibility levels).

“Countable” refers to the fact that some of an applicant’s actual income is
disregarded (not counted) in determining eligibility; such as the $20 income
disregard noted in footnote #4. See Section II.D.

3. There are only two income eligibility levels, one for an individual and the
other for a married couple. [[NOTE: If the spouse of the applicant is not eligible
(e.g., s/he doesn’t have Medicare), the amount of her/his income “deemed”
available to the applicant is reduced by a “FPL disregard,” see § 8.240.500.15.B.1
NMAC]].

4. QMB covers a beneficiary’s Medicare Part B -- and, if necessary, Part A --
premiums as well as Part A and B cost-sharing (deductibles, coinsurance, and co-

pays>).

NOTE: Regarding premiums, “covers” means that Medicaid actually pays them.
Regarding cost-sharing, “covers” means that regardless of whether Medicaid
makes any payment to a provider in addition to the amount paid by Medicare
QMB beneficiaries cannot lawfully be billed for the balance.

QMB eligibility also results in automatic eligibility for a reduction in
Medicare Part D prescription drug out-of-pocket costs. It does so by making the
beneficiary automatically eligible for “Extra Help” (discussed in Section Ill.).

5. QMB coverage is only prospective; meaning that the coverage does not
begin until the month after the month the applicant is found eligible.

5> Regarding the difference between “Coinsurance” and “Co-pays,” see note #3.
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C. SLMB and Ql

1. The initials stand for “Specified Low Income Medicare Beneficiary” and
“Qualified Individual.”

2. There is an income test for both SLMB and QI coverage.

a. SLMB applicants must have countable incomes above 100% of the
FPL but under 120% of the FPL.

b. Ql applicants must have countable incomes at or above 120% of
the FPL, but under 135% of the FPL.

Regarding the meaning of “countable,” see Section II.D.

3. As with QMB, there are only two income eligibility levels -- one for an
individual and the other for a married couple (see Section II.F.2. for a chart of
current financial eligibility levels). [[NOTE, however, that the FPL disregard
referenced in Section 11.B.3. does not apply to SLMB or Ql]]

4. SLMB and Ql both cover only the beneficiary’s Medicare Part B
premium. However, as with QMB, SLMB and QI eligibility also results in
automatic eligibility for “Extra Help.”

NOTE: Since SLMB and Ql both provide the exact same coverage, why are they
two separate eligibility categories? The reason is based on legislative history.
While federal law always required states to provide QMB and SLMB coverage, Ql
coverage — which is 100% federally funded -- was limited by special federal
authorization and appropriations. Those restrictions have been relaxed. As a
result, it is OK to screen clients by just looking at the Ql income eligibility level.

5. SLMB/QI coverage is retroactive up to three months prior to the month
of application; if the applicant met the eligibility criteria (see Section I.A.5.).

a. However, the state’s Medicaid application forms do not
adequately alert applicants to their right to get the retroactive coverage.
Question #8 on the HSD 100 and MAD 100 application forms only ask if the
applicant has “received medical services” in the previous three months.
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b. Until the forms are amended to alert SLMB/QI applicants to the
possibility of retroactive coverage, we suggest applicants (1) answer yes to
those questions, and add the words “Medicare premiums;” and (2) if necessary,
specifically discuss the matter with an ISD worker.

D. “COUNTABLE” INCOME

1. “Countable” refers to the fact that not all of an applicant or beneficiary’s
actual income is counted in determining financial eligibility. There are some
amounts and types that are disregarded.

a. Income disregards include $20/month of any type of income,
$65plus half of earned income, and special income disregards for Native
Americans.

2. In determining income eligibility, an applicant’s gross income is first
determined, and then any applicable disregards are applied to determine
countable income.

Individuals may not appreciate this; for example, they commonly consider
the monthly Social Security payment they receive is their “income,” but it is
commonly their gross benefit amount minus a deduction for their Medicare Part
B premium. In fact, they may be considered to have more countable “income”
than they think.

a. For example, applicants and others can be surprised to learn that
there is some income that is counted against them that they don’t even have!
For example, income deducted from Social Security or SSI benefits to collect on
overpayments is counted for income eligibility determination purposes;

b. More surprisingly, individuals who are determined to have their
shelter or food costs ‘subsidized’ by others -- what is called “In-Kind Support &
Maintenance” -- can have substantial amounts of ‘income’ attributed to them.

11



E. ADDITIONAL BENEFITS OF MSP COVERAGE

1. Coverage under any of these MSPs eliminate any “late enrollment”
premium penalties beneficiaries might otherwise have to pay out-of-pocket.

2. By automatically qualifying eligible beneficiaries for “Extra Help” with
Medicare prescription drug costs, each of these programs makes beneficiaries
eligible for the other advantages of that coverage (see Section IIl.D.).

3. QMB coverage can also help certain low income seniors (age 65 or older)
obtain Medicare coverage, where it would be otherwise unaffordable, under a
process called a “Conditional” Application for Medicare (see Section V).

F. APPLYING for MEDICARE SAVINGS PROGRAM COVERAGE

1. Applications are submitted to the state Human Services Department’s
Income Support Division (“ISD”).

a. Online through the state’s “Yes New Mexico” ‘portal’
(www.Yes.state.nm.us/) ; by Faxing (1-855-804-8960) or mailing a paper
application (to: Central Aspen Scanning Area (CASA), PO Box 830, Bernalillo, NM

87004); or in person, at an ISD office serving the area where you live.

[[NOTE: For the duration of the COVID-19 emergency, in-person visits to ISD
offices are strongly discouraged and restricted, but not prohibited]]

2. As with any Medicaid coverage, applicants must also satisfy a number of
other requirements; e.g., residency, citizenship (including LPR status, etc.),
providing documents verifying financial and other eligibility requirements.

[Chart Showing MSP Financial Eligibility on Next Page]
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The Current* Countable Income Limits

for the Medicare Savings Programs Are:

Category |[INCOME** RESOURCES
QMB

Individual | $1,094/month|No Limit
Couple $1,472/month | No limit
SLMB

Individual |$1,308/month |No limit
Couple $1,762/month |No Limit

QI

Individual |$1,469/month | No Limit
Couple $1,980/month |No Limit

*These income eligibility figures increase annually, effective

April 1;

** The income figures include the $20 disregard.

G. IMPLEMENTATION

1. Implementation of any beneficiary’s premium Buy-In involves electronic
communications among the state Medicaid agency, the federal Medicare agency

(“CMS”), and the Social Security Administration (SSA).

2. Traditionally it could take 2-3 months for the agencies’ computers to

“talk” with one another to start (or stop) premium deductions from the

13




beneficiary’s Social Security benefits; causing retroactive payments (or debits) of
applicants’ benefits.

This time lag has been markedly shortened by the NM Human Services
Department’s eligibility processing system (called “ASPEN”), but there can still be
problems when the identifying information the agencies have about particular
individuals is not exactly the same.

a. If implementation is delayed, SSA will send the beneficiary a
refund for the months when Buy-In coverage should have been in effect.

b. The situation is reversed when a beneficiary is terminated from
MSP coverage; the beneficiary’s Social Security benefits will be docked for any
non-coverage month.

3. Staff specialists with HSD’s Medical Assistance Division have been very
helpful in resolving But-In problems.

4. The federal Office of Personnel Management (“OPM”) is also able to
arrange for Medicare premiums to be deducted from federal retirees’ monthly
annuity payments, but that is separate from the above-described Buy-In process.

14



IIl. EXTRA HELP (a/k/a “LIS”)

A. BACKGROUND and OVERVIEW

1. Medicare implemented comprehensive coverage of prescription drugs in
2006. A limited amount of drug coverage already existed before then --under
Part B -- and that coverage continues to exist under Part B.

a. The comprehensive coverage is commonly referred to as Medicare
“Part D” (named after the section of the Medicare law that authorizes the
coverage).

NOTE: Medicare beneficiaries who also have full-benefit Medicaid
coverage must use Medicare’s drug coverage for almost all of their
medications.

2. Unlike Part A and B coverage, which beneficiaries can choose to use on a
fee-for-service basis (i.e., seeing any provider who accepts them as a Medicare
patient), Part D coverage is available only from private Plans.

a. There are both statewide drug-only Plans (“PDPs”), and Medicare
Advantage Plans serving particular geographic areas that include drug
coverage (“MA-PDs”)

3. Medicare drug coverage is complicated because of the way it is
structured and because the scope and cost of coverage can vary from plan to
plan. Each Plan can adopt its own formulary -- a list of the specific drugs it covers
and the manner in which it covers them. Appendix B has a more detailed
description of how the coverage works.

4. Moreover, the coverage can involve a substantial amount of out-of-
pocket “cost-sharing:” co-pays and coinsurance®); and possible premiums and
deductibles. [[NOTE: A former non-coverage gap, (k/a the “Donut Hole”), has

¢ Regarding the difference between “Coinsurance” and “Co-Pays,” see footnote #3.
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been replaced with a period during which Plans are able to charge up to a 25%
coinsurance per prescription]].

5. Recognizing the potential financial burden, the law authorizing Part D
included a program of financial assistance for low-income beneficiaries to cover

some of those costs.

a. The Medicare law originally called this program “Low Income
Subsidy” (“LIS”); a term you will still often see.

b. Early on however, the Medicare and Social Security agencies
began to refer to the program as “EXTRA HELP.”

B. How Extra Help Works

1. Extra Help pays all or part of an enrolled beneficiary’s:
a. Part D premiums and deductibles, if any; and
b. Part D coinsurance and co-pays.

HOWEVER, there are several levels of coverage, based on income and

resources (a/k/a “assets”) levels.

2. Beneficiaries with “countable” income up to 150% of the Federal
Poverty level can get some assistance. However, beneficiaries with countable
income under 135% of FPL -- which is the Medicaid Ql eligibility level (see the
chart in Section II.F.2.) -- and “countable” resources under specified levels get the
most generous help. Beneficiaries who receive Medicaid — including any MSP
coverage — automatically qualify for the more generous level of Extra Help.

3. Beneficiaries with “countable” incomes under 135% of FPL and
“countable” resources under specified levels level get:

a. Coverage of monthly premiumes, if any, but only up to a
“benchmark” amount;

b. Coverage of their Plan’s deductible, if any; and

c. Substantially reduced coinsurance/co-pay charges —in 2021, $3.70
for generics, and $9.20 for brand names [however, if a beneficiary’s

16



income is at or under 100% of FPL, the coinsurance/co-pay charges
are $1.30 for generics; $4.00 for brand names].

NOTE: Within the above “group,” beneficiaries receiving Medicaid-
covered nursing home, home and community based “waiver,” or
“PACE” program services, have coinsurance/co-pays waived.

4. In 2021, beneficiaries with monthly “countable” income at or above
135% of FPL, but below 150% of FPL [$1,630 for individuals; $2,198 for married
couples; and “countable” assets up to $14,679 (529,520 for couples)] receive less
generous assistance (but see Section IV.B.2.d.).

There are four differing levels of help for that group, based on whether the
individual’s or couple’s countable income is:
up to 135% of FPL;
from 135% to 140% of FPL,;
from 140% to 145% of FPL; or
from 145% to 150% of FPL.

NOTE: The 135% of FPL figure applies to individuals with income under that
level who don’t qualify for MSP coverage

C. Applying For Extra Help

1. Applications are usually made to the Social Security
Administration (SSA), and can be made in three ways:
a. By submission of a special paper application form;
b. Online at www.ssa.gov/prescriptionnhelp;
c. By phone 1-800-772-1213 (TTY 1-800-325-0778); or
d. In person.’

Online applications are preferable.

’ [[During the Coronavirus emergency, all Social Security offices are closed to all but “dire
need” situation-person visits]]
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NOTE: Paper applications can only be made on special forms available from

SSA. Photocopies or downloads of the form cannot be used.

2. Online applications must be completely filled out; SSA will make follow-
up calls to individuals submitting incomplete paper forms.

3. You can also apply through state Income Support Division (ISD) offices —
where access is restricted -- but applying through SSA is decidedly preferable.

4. Coverage is retroactive to the first day of the month in which the
application is submitted.

5. Applicants can apply for both Extra Help with SSA; and MSP coverage
with state ISD offices, even at the same time. There are some advantages to
doing that (see Section IV.B.).

NOTE: You must be enrolled in a Medicare drug plan (including Medicare
Advantage plans with drug coverage) before the Extra Help assistance can
take effect. If you don’t select a Plan, the Medicare agency will assign you

to one (you can switch to a different Plan).

D. Benefits of Having Extra Help

1. The coverage eliminates responsibility for any Part D late enrollment
penalties.

2. Beneficiaries are able to apply for Extra Help throughout the year. If
they are not enrolled with a Part D plan when found eligible, the Medicare agency
will enroll them in a plan within about two months. In the interim, the
beneficiaries can obtain drugs (with the subsidies) through a special program
called “LI NET” (most pharmacies are familiar with LI NET).

3. Beneficiaries have the right to “switch” to other Part D plans (including
Medicare Advantage plans with drug coverage) one time during each of the first
three calendar quarters of the year. “Switching” is not encouraged, unless your
current coverage proves to be unsatisfactory.
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4. If the beneficiary has not enrolled with a drug plan, s/he will
automatically be assigned to one (but see point 3).

NOTE: All these consequences occur whether the beneficiary gets Extra
Help by applying for it, or by automatically getting it as a result of obtaining

Medicare Savings Plan coverage.

E. Post-Eligibility Developments

1. The federal Medicare agency (CMS) will automatically enroll Extra Help
eligibles in a prescription drug only plan (PDP) if the beneficiary has not chosen a
different Plan.

2. CMS first notifies these eligibles in writing that they should enroll with a
Plan or opt out of the coverage.

3. Each year, in August, CMS selects a number of beneficiaries for re-
determination of eligibility. They are selected from among those who became
eligible between May of the previous year and April of the current year.

a. Eligible individuals who were deemed eligible because, for
example, they have MSP coverage, are excluded from that process. Their
eligibility continues through the end of the following year regardless of changes in
their deemed status.

b. In the case of an eligible couple, if one spouse dies during the year,
the widow(er)’s coverage lasts for an additional year.

c. Eligible individuals can also report changes in circumstances that
would affect their eligibility and/or amount of help. However, there does not
seem to be any penalty for failing to do so.

4. The actions noted above generate a large number of written Notices for
eligible individuals, which come on different colored paper.
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IV. MSPs vs. EXTRA HELP ---
SIMILARITIES AND DIFFERENCES

A. Some Similarities

1. Obtaining coverage under a Medicare Savings Program automatically
qualifies a beneficiary for the more generous level of Extra Help assistance.

2. Each benefit requires an application, and the applicant must satisfy
countable income and —in the case of Extra Help -- resources tests.

B. Some Differences

1. Extra Help pertains solely to Medicare’s drug coverage

2. MSP eligibility can terminate any time a beneficiary’s monthly
countable income and resources exceed eligibility levels; Extra Help for those
individuals lasts at least until the end of the year.

In addition, where both members of a married couple were found eligible
for Extra Help and one spouse dies, the Extra Help coverage for the widow(er)
continues for an additional year.

3. MSP financial eligibility involves only an income test, while Extra Help
financial eligibility involves income and resources tests.

4. Extra Help uses more liberal income-counting rules than the Medicare
Savings Programs. For example, under Extra Help (but not under the Medicare
Savings Programs):

a. Family size (for determining the FPL amount) includes other
dependent relatives living in the household (MSPs use only family sizes one or
two);

b. “In-kind support and maintenance” is not considered;

c. The value of life insurance policies is not counted;
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d. A $1,500 per applicant burial fund resource disregard is available
based simply on declared intent to use assets for burial expenses.

3. There are even different colors of the notices applicants and
beneficiaries receive under both programs.

a. Under the MSPs, the notices -- which are sent by the state Human
Services Department’s Income Support Division -- are almost all on white

paper;

b. Under Extra Help, notices — which are sent by the Social Security
Administration and/or the federal Medicare agency (CMS) -- come in a
variety of colors depending on which of many diverse situations is involved
(see Section IlI.E.).
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V. “CONDITIONAL” APPLICATIONS
FOR MEDICARE

A. Purpose of the Conditional Application

1. A “Conditional” application for Medicare is an application an individual
aged 65 or older can submit, under which Medicare coverage will not take effect
should the applicant fail to qualify for Medicaid “QMB” coverage.

2. Such applications are extremely valuable for low income people who do
not qualify for premium-free Medicare “Part A” -- typically, people who
themselves or their spouse lack enough lifetime work in Social Security covered
employment.

3. If anindividual needs to purchase Medicare, it is very expensive. In
2021, the premiums alone cost up to $471/month for Part A; and at least
$148.50/month for Part B. Such individuals are unlikely to be able to afford the
premiums.

4. If an applicant qualifies for Medicaid QMB, that coverage will pay for
his/her Part A and B premiums, insulate her/him from liability for Medicare cost-
sharing (e.g., deductibles and co-pays), and automatically qualify her/him for
“Extra Help” financial assistance with Medicare drug costs (see Section 11.B.4.).

B. How the Application Process Works

1. To use the “conditional” application process, the individual must first
apply for Medicare Part A (and Part B, if s/he doesn’t have it) with the Social
Security Administration (SSA), stating s/he is doing so on a “conditional basis.” In
New Mexico, there are two times when this can be done.

a. The application can be filed during what Medicare calls the “Initial
Enrollment Period” (IEP), the seven month period that begins with the third
month before the month of the individual’s 65th birthday. When the conditional
application process is completed, the Medicare coverage will begin quickly.
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b. However, If, as is commonly the case, the individual did not apply
during their IEP, thereafter they can apply during the first three months of any
subsequent year (what Medicare calls the “General Enrollment Period” [GEP]).
When the conditional application process is completed, the Medicare coverage
cannot begin until July of that year.®

2. Then, once the applicant receives written confirmation from SSA that
s/he qualifies for Medicare, s/he should apply for QMB coverage with the state
Human Services Department’s Income Support Division (ISD).

3. If the applicant is found eligible for QMB, the Medicare coverage will
start automatically, and the state will pay the individuals Part A and B premiums.
If the QMB application is denied, Medicare coverage will not begin (hence the
term Conditional application).

C. Complications or Problems that Can Arise

1. For several years, workers with both SSA and ISD were not sufficiently
aware of the process; and, accordingly, failed to provide information about it to
affected individuals and/or provided misinformation (even telling individuals no
such application process existed!).

a. Recognizing the problem, in June 2018 SSA revised a
provision in its “POMS Manual” that describes the process, and publicized the
revision to its workforce nationwide. The POMS Manual is a compilation of rules
on which SSA workers rely. The provision is “POMS Section HI 00801.140” (In
particular subsection B).

2. Having to apply for two separate benefits at two separate agencies can
result in administrative difficulties, and patience and persistence will often be
needed.

8 In most states, such individuals can invoke the conditional application process at any time of
the year. New Mexico could adopt that ‘year round’ process, but has chosen not to.
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3. Itis advisable to submit the QMB application as soon as possible,
because QMB does not take effect until the month after the month during which
you are found eligible.

D. Citizenship

1. Applicants do not have to be U.S. Citizens to qualify for Medicare; but if
not they do have to be a Lawfully Permanent Resident (LPR) who has resided in
the United States during the five years immediately before the month the
Medicare application is submitted.

2. QMB applicants do not have to be U.S. Citizens either, but Medicaid’s
complicated rules for non-Citizen eligibility can add additional complications.

3. Non-U.S. citizens are advised to consult with an experienced advisor
before submitting applications for QMB and conditional applications for
Medicare.

[[NOTE: the Senior Citizens’ Law Office has a Fact Sheet on “Conditional
Applications for Medicare” on the “Information Center” of its web site,
www.sclonm.org (Search by clicking on “Healthcare,” then on “Medicare”).

24


http://www.sclonm.org/

APPENDIX A

MEDICARE: A BASIC INTRODUCTION

Medicare is a nationwide health insurance program. Enacted by Congress in
1965, Medicare was intended to pay for health care services to ensure a basic
level of health care for the nation’s elders (and later, persons with disabilities).
Just as with most private health insurance, Medicare coverage includes cost-
sharing in the form of premiums, deductibles, co-pays, and coinsurance.

1. Who Can Get Medicare?

Individuals age 65 or older and who are eligible for Social Security; individuals
receiving Social Security Disability benefits for 24 months; certain individuals
receiving Railroad Retirement benefits; individuals who worked for governmental
agencies and paid into Medicare; and individuals with end-stage renal disease
(ESRD). Individuals 65 or older, but not otherwise eligible for Medicare, can
purchase the coverage.

2. What Is the Difference Between Medicare and Medicaid

Medicare is run by federal agencies, and its rules are the same throughout the
country. Eligibility is not “means tested.” Medicaid eligibility always depends on
whether you meet financial eligibility tests. Each state runs its own Medicaid
program, and eligibility and coverage rules can vary from state to state.

3. How Does Medicare Coverage Work?

Coverage is divided into three “parts;” A, B, and D. Almost all beneficiaries take
Parts A and B; most also take Part D.

Part A covers hospital, skilled nursing home, home health, and hospice services.
Most people do not have to pay a premium for Part A, because they or a spouse
paid into Medicare from their past earnings. There are large cost sharing charges
for hospital stays, and skilled nursing home stays after the 20th day.

25



Part B covers outpatient services, including doctor visits, lab and X-rays, medical
equipment and ambulance trips. Unlike Part A, everyone is responsible for paying
a monthly premium for Part B (others, including Medicaid if you're eligible, can
pay it for you). The standard amount in 2021 is $148.50/month. Your premium
might be higher depending on your income. There are cost sharing charges for
most services, except for many preventive services.

Part D covers prescription drugs. Coverage is available only from private plans,
and each plan’s coverage rules — including the drugs they cover -- can and do
differ. Plans can have a monthly premium and an annual deductible, and will
always charge varying co-pays for each prescription. All these rules can change
from year to year, and it is worthwhile to compare Plan options at least annually.

4. What Is Medicare “Part C”?

Part C refers to the part of the Medicare law that authorizes private, mostly HMO-
like, health plans to provide Medicare services to beneficiaries willing to sign up
with them. They are technically known as “Medicare Advantage” (MA) plans.

5. How Do You Sign Up For Medicare?

A few months before your 65th birthday, or the 24th month of Social Security
disability benefits, you will get a mailing that includes a Medicare card showing
you will soon have Part A and B. Everyone else has to apply, usually with the
Social Security Administration. You will have the chance to decline Part B, but
unless you or your spouse is working and has health coverage you will face higher
premiums and delayed coverage when you try to take it later.

6. What Are Your Basic Medicare Choices?

When you first get Medicare, it is on a fee-for-service basis (“Original Medicare”);
you can use any willing medical provider. You can buy “Medigap” insurance,
which mainly covers some Part A and B cost sharing. You can choose to sign up
with a Part D plan (if you don’t have other drug coverage, you may pay higher
premiums if you choose to sign up later). You can choose to sign up with a MA
plan -- which often includes Part D coverage -- but must get all or most of your

26



Medicare services through the Plan’s providers. Any Medigap, MA or Part D Plan
premiums are in addition to your Part B premium

Medigap insurance does not work with MA plan coverage. Medigap insurers
cannot reject you for health reasons during the first six months you have
Medicare (and certain other times). MA and Drug plans must usually accept you
regardless of your health status whenever you choose to sign up with them.

You can sign up with MA or Part D plans when you first sign up for Medicare. You
can also sign up with, drop, or switch MA and drug plans during an annual
October 15 — December 7 “Open Enrollment” period; and, if you are enrolled with
a MA Plan you can also drop or switch MA plans during the first three months of
the year (this is often referred to as the “MA Open enrollment Period.” [[If you
drop your MA Plan, you can enroll with a Part D Plan]]

7. Can You Appeal Medicare Decisions?

Yes, you can appeal most decisions about your eligibility, premium charges, and
services coverage. In most cases you will get written notices that tell you how to
appeal.

8. Is There Help With Paying for Medicare Costs?

There are programs that assist lower income seniors in paying some of the
Medicare cost sharing. For example, there are programs that help with Medicare
premiums and cost-sharing. Contact the Senior Citizens’ Law Office for more
information.
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APPENDIX B

MEDICARE’s PRESCRIPTION DRUG COVERAGE

Medicare’s prescription drug coverage is codified as “Part D” of the Medicare Act.
It was adopted by legislation in 2003, and implemented in 2006. Unlike Part A
and B coverage -- which beneficiaries can choose to use on a fee-for-service basis
-- Part D coverage is available only from private plans. The coverage rules under
Plans can vary considerably.

1. What Types of Plans Are Available?
There are two types:
a. PDPs, drug-only Plans that operate statewide; and

b. MA-PDs, “Medicare Advantage” Plans that include drug coverage. They are
available to residents of limited geographical areas within the state.

2. What Drugs Are Covered?

All Medicare drug Plans have their own formulary --- a list of the drugs they cover.
Each Plan must cover at least two drugs in a large number of drug classifications
(more in certain classes). It is possible for beneficiaries to get “exceptions” to
their Plan’s formulary (and/or cost-sharing amounts) based on medical need, but
it is not always easy.

3. How Does the Coverage Work?

The structure of coverage is complicated, because: (1) while the law creates a
“standard” benefit, Plans can and do use alternative coverage structures so long
as they are “actuarially equivalent” to the standard benefit; (2) Plans can have
differing formularies and cost-sharing arrangements; (3) Plans can also have
monthly premiums, which are not part of the standard benefit (see #6); and (4)
Plans can designate particular pharmacies as “preferred” (which can affect the
cost-sharing you pay).
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4. What Is the “Standard” Benefit?
a. The standard benefit, established in the Medicare Act, in 2020 consists of:
i. An annual deductible, of up to $445, followed by;

ii. An “initial coverage period”, with 25% coinsurance, which lasts until the

total amount of the beneficiary’s and plan’s drug costs total $4,130, followed by;

iii. A period also with 25% coinsurance -- formerly known as the “Donut
Hole” because there was originally no coverage during it — which lasts until $5,184
is spent; followed by;

iv. A “catastrophic benefit period”, with up to 5% coinsurance for each

prescription, until the beneficiary’s total, annual out-of-pocket costs reach
$6,550.

5. Do Plans Charge Premiums?

All stand-alone drug Plans (PDPs ) have monthly premiums. Most Medicare
Advantage Plans with drug coverage (MA-PDs) offer a zero-premium Plan option.

NOTE: Any plan premiums are in addition to beneficiaries Medicare Part A
and B premiums. Also, as with Part B, higher income beneficiaries must pay
a higher Part D premium (if any).

6. Why And How Do Plans’ Coverage Differ so much?

As mentioned in #4, while there is a “standard” benefit structure set forth in the
Medicare law, Plans can and do adopt varying alternative benefit structures so
long as the structures are “actuarially equivalent” to the standard benefit. In
addition, some Plans have premiums. Here are ways in which Plans’ coverage can
vary:

a. They can have monthly premiums in varying amounts;
b. They can have their own list of covered drugs (“formulary”);
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¢. They can reduce, or eliminate any deductible;

d. They can have varying co-pay and/or coinsurance charges for drugs;

e. They can assign drugs to different “tiers,” with each tier requiring a different
amount of co-pay or coinsurance;

f. They can apply ‘administrative controls’ over access to particular drugs such as
prior authorization, quantity limits, and “step-therapy;”

g. They can have Plan offerings with higher premiums, which can offer broader
coverage.

Plans can have a restricted “network” of the pharmacies you can use, and within
that network designate some as “preferred” (where cost-sharing is usually
lowest). In addition, Plans can make some changes to their formularies annually,
and even during the year (subject to advance notice).

7. When Can You Select Prescription Drug Plans?

Beneficiaries can enroll with a PDP or MA-PD during the same seven-month
period they use to sign up for Medicare initially, or within two months after they
lose other public or private prescription drug coverage

They can also enroll with, drop, or switch between Plans during an annual
October 15-December 7 “Open Enroliment” period. In addition, beneficiaries
who are enrolled in MA plans can drop their MA plan, and enroll with a Part D
plan, during the first three months of the year.

In addition, there are several special enrollment periods (SEPs) applicable to
diverse situations, and beneficiaries who get “Extra Help” subsidies (see #10) can
switch their Part D coverage one time during each of the first three calendar
quarters of the year..

8. Is There A Penalty For Enrolling With a Prescription Drug Plan Late?

Yes. If a beneficiary chooses to enroll in a Part D Plan outside the periods noted in
#7, they will be penalized in the form of permanently higher premiums unless
they had “creditable” drug coverage up to two months before their enroliment.
“Creditable” coverage means coverage as good as Medicare’s, and most major
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sources of drug coverage satisfy that standard. The penalty amount is based on
the number of months the beneficiary lacked creditable coverage, and is
comparably modest.

8. How Can You Determine What Plan Is Best For You?

The Medicare program has a “Plan Finder” tool. You can access it on the
program’s www.medicare.gov web site; or by phone call to the program’s 1-800-

MEDICARE toll-free phone line. You can also get help from New Mexico’s “Aging
& Disability Resource Center” (ADRC) (toll-free 1-800-432-2080; TTY 476-4937)
and from numerous other public and private organizations and insurance agents,
all of whom likely utilize the website-based tool.

Although the tool enables beneficiaries to compare Medicare Advantage plan
coverage as well as Plans’ prescription drug coverage, it is set up to first ask about
the beneficiary’s prescription drug usage. You input the name, strength, and
dosage of each drug you use, and the pharmacies you use; and choose to review
PDP and/or MA-PD options.

The results will show each plan that supposedly covers your drugs, ranked from
the lowest overall costs to you (including any premiums) to the highest. You can
access more detailed information about each covered drug, and, for example,
about your costs through the year. If you take multiple drugs, making a Plan
choice can be difficult because of the differing coverage structures of plans. In
addition, it is recommended that you contact the Plan(s) you are considering to
confirm the information. It is not an easy task to use the tool and make decisions
if you use multiple prescription drugs.

9. Can You Appeal Coverage Decisions By Your Part D Plan?

Yes. You can appeal any coverage decision, but two types of appeals are most
noteworthy: appeals from “exception” requests, and “tier” assignments. An
exception request seeks coverage of a drug that’s not on the Plan’s formulary, but
which is medically needed for the beneficiary. A tier exception appeal seeks to
have a lower tier’s co-pay or coinsurance charge applied to your drug. The written
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support of your provider is indispensable to these appeals. Denials of exceptions
can be appealed.

There are a few levels of appeals that can be pursued, and no fees or charges for
them. A major problem is that you usually do not know that coverage has been
denied until you go to get your prescription at the pharmacy counter. Even
then, beneficiaries must ask their Plan for an actual coverage determination in
order to appeal. This oddly bureaucratic requirement discourages many
beneficiaries from appealing.

10. Is There Financial Assistance Available to Help Meet Part D Out-Of-Pocket
Costs?

Yes. The same law that authorized Medicare’s Part D coverage established a
program of assistance for lower-income beneficiaries to help defray the out-of-
pocket costs that arise under Part D coverage. Originally called “Low Income
Subsidy” (LIS, a term you will still often see), it became known as “Extra Help.”
There are several levels of Extra Help, which defray various portions of any Plan’s
premium (if any), deductible (if any), Donut Hole costs, and co-pays and
coinsurance amounts.

The most generous assistance is provided to individuals who have SSI, full-benefit
Medicaid, Medicaid “Medicare Savings Program” (QMB, SLMB, and Ql) coverage,
or meet the financial eligibility tests for SMB, SLMB, or Ql.

Beneficiaries with SSI, Medicaid, or Medicare Savings Program eligibility are
automatically deemed eligible for Extra Help. All others must apply with the
Social Security Administration --- online, in person, or through SSA’s national toll-
free service (1-800-772-1213; TTY 1-800-325-0778).

[[NOTE: During the current Coronavirus emergency, all Social Security offices
are closed to all but “dire need” in-person visits.]]
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