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For Medicare beneficiaries with
incomes that are above 120 percent
and less than 175 percent of the
FPL, the Balanced Budget Act
(BBA) of 1997 (Public Law 105-33)
establishes a capped allocation to
States, for each of the 5 years 
beginning January 1998, for payment
of all or some of the Medicare SMI
premiums. These beneficiaries are
known as Qualifying Individuals
(QIs). Unlike QMBs and SLMBs,
who may be eligible for other
Medicaid benefits in addition to
their QMB/SLMB benefits, the QIs
cannot be otherwise eligible for
medical assistance under a State
plan. The payment of this QI benefit
is 100 percent Federally funded, up
to the State’s allocation.

CMS estimates that Medicaid currently
provides some level of supplemental
health coverage for about 6.5 million
Medicare beneficiaries.

For More Information 
For more information about
Medicare and Medicaid, please visit
www.cms.hhs.gov on the Web.

The Medicare Learning 
Network (MLN)
The Medicare Learning Network
(MLN) is the brand name for official
CMS educational products and
information for Medicare Providers.
Please visit the MLN website at
www.cms.hhs.gov/medlearn for access
to other educational products such
as web-based training courses,
Medlearn Matters articles, brochures,
fact sheets and more.
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Overview of Medicaid
Title XIX of the Social Security Act is a
Federal/State entitlement program that
pays for medical assistance for certain 
individuals and families with low incomes
and resources. This program, known as
Medicaid, became law in 1965 as a 
cooperative venture jointly funded by the
Federal and State governments (including
the District of Columbia and the Territories)
to assist States in furnishing medical 
assistance to eligible needy persons.
Medicaid is the largest source of funding
for medical and health-related services for
America’s poorest people.

Within broad national guidelines established
by Federal statutes, regulations, and policies,
each State:

(1)establishes its own eligibility standards;

(2)determines the type, amount, duration, 
and scope of services;

(3) sets the rate of payment for services; 
and

(4)administers its own program.

Medicaid policies for eligibility, services, and payment
are complex and vary considerably, even among
States of similar size or geographic proximity. Thus,
a person who is eligible for Medicaid in one State
may not be eligible in another State, and the services
provided by one State may differ considerably in
amount, duration, or scope from services provided
in a similar or neighboring State. In addition, State
legislatures may change Medicaid eligibility, services,
and/or reimbursement during the year.

The Medicare-Medicaid Relationship
Medicare beneficiaries who have low incomes and
limited resources may also receive help from the
Medicaid program. For such persons who are eligible
for full Medicaid coverage, the Medicare health care
coverage is supplemented by services that are available
under their State’s Medicaid program, according to
eligibility category. These additional services may
include, for example, nursing facility care beyond
the 100-day limit covered by Medicare, prescription
drugs, eyeglasses, and hearing aids. For persons enrolled
in both programs, any services that are covered by
Medicare are paid for by the Medicare program before
any payments are made by the Medicaid program,
since Medicaid is always the “payer of last resort.”

Certain other Medicare beneficiaries may
receive help with Medicare premium and
cost-sharing payments through their State
Medicaid program. Qualified Medicare
Beneficiaries (QMBs) and Specified Low-
Income Medicare Beneficiaries (SLMBs) are
the best-known categories and the largest 
in numbers. QMBs are those Medicare 
beneficiaries who have resources at or below
twice the standard allowed under the SSI
program, and incomes at or below 100 
percent of the FPL. For QMBs, Medicaid
pays the Hospital Insurance (HI) and
Supplementary Medical Insurance (SMI)
premiums and the Medicare coinsurance
and deductibles, subject to limits that States
may impose on payment rates. SLMBs are
Medicare beneficiaries with resources like
the QMBs, but with incomes that are higher,
though still less than 120 percent of the
FPL. For SLMBs, the Medicaid program
pays only the SMI premiums.

A third category of Medicare beneficiaries
who may receive help consists of disabled-
and-working individuals. According to the
Medicare law, disabled-and-working individuals
who previously qualified for Medicare because
of disability, but who lost entitlement because
of their return to work (despite the disability),
are allowed to purchase Medicare HI and
SMI coverage. If these persons have incomes
below 200 percent of the FPL but do not
meet any other Medicaid assistance category,
they may qualify to have Medicaid pay their
HI premiums as Qualified Disabled and
Working Individuals (QDWIs).


