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A

ccess to medically necessary healthcare is critical for successful patient outcomes, yet access is
often impeded or blocked entirely by high deductibles, co-pays and coinsurance. These outof-pocket (OOP) costs hit low-income seniors especially hard. For economically vulnerable

Medicare beneficiaries and people with disabilities, the Low-Income Subsidy (LIS) program is a critical
safety net that helps cover OOP costs for prescription drugs. This Issue Brief describes the LIS program,
how it helps low-income seniors and people with disabilities, and what more can be done to ensure that
OOP drug costs do not prevent these beneficiaries from getting the treatment they need.

Out-of-pocket costs should not prevent individuals with life-threatening, chronic and
rare diseases from obtaining their prescribed medications.

WHAT IS THE LIS PROGRAM AND WHO IS ELIGIBLE?
All Medicare beneficiaries are eligible for prescription drug coverage through Medicare Part D drug
plans. Medicare beneficiaries with low incomes and very few assets (e.g. bank accounts, stocks, bonds,
etc.) as well as some people with disabilities may qualify for the LIS program, which helps cover OOP
prescription drug costs. Also called “Extra Help,” the LIS program shields economically vulnerable and
disabled beneficiaries from high OOP drug costs by helping them pay for monthly premiums, annual
deductibles and co-payments for prescription medications obtained through Medicare prescription drug
programs.1
The LIS program is divided into two parts: the “Full LIS program” and the “Partial LIS program,” and
they differ based on who is eligible, how people enroll, and how much support the program provides for
OOP drug costs.
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»

THE FULL LIS PROGRAM

• Who is eligible?
▪ People who are eligible for both Medicare and Medicaid.
▪ Medicare beneficiaries whose 2019 incomes are <135 percent of the federal poverty level (FPL)
(no more than $16,862 for an individual or $22,829 for a couple), and who have very few assets
(no more than $7,730 for an individual or $11,600 for a couple in 2019).

▪ Most beneficiaries do not need to apply for the Full LIS program because they are enrolled
automatically through their enrollment in Medicaid, a Medicare Savings Program or
Supplemental Security Income.

• How does it work?
▪ Although there is no monthly premium or annual deductible in the Full LIS program, many
beneficiaries are still responsible for co-pays of up to $3.40 for generic drugs and $8.50 for
brand name drugs.2 Even these seemingly modest OOP costs can create barriers between
economically vulnerable seniors and disabled adults and the medications they need.

»

THE PARTIAL LIS PROGRAM

• Who is eligible?
▪ Two groups of Medicare beneficiaries:
a. Those whose 2019 incomes are <135 percent of FPL—$16,862 for an individual or
$22,829 for a couple, and
b. Those whose 2019 incomes are between 135 percent and 150 percent of FPL—up to
$18,735 for an individual and $25,365 for a couple.
c. Both groups must also have assets that fall within specific lower and upper limits
depending upon income.

• How does it work?
▪ Unlike the Full LIS program, people who are eligible for the Partial LIS program need to be
aware of the program and apply for it. Once they navigate the enrollment process, beneficiaries
are responsible for an annual deductible of $85. Some must also pay monthly premiums.

▪ In addition, people in the Partial LIS program must pay 15 percent coinsurance on their
prescription medications. Even with support from the Partial LIS program, residual OOP drug
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costs can place insurmountable barriers between low-income seniors and people with
disabilities and the medications they need to manage their health conditions.2

DOES THE LIS PROGRAM HELP LOW-INCOME SENIORS ACCESS
PRESCRIPTION MEDICATIONS?
Yes. By shielding low-income seniors from high OOP prescription drug costs, the LIS program is designed
to facilitate access to needed treatments. There is extensive evidence showing that the LIS program has
been successful in achieving this goal. One study of Medicare beneficiaries showed that the OOP cost to
fill the first prescription of a new cancer medication was $3 for LIS beneficiaries and $3,178 for non-LIS
patients. Beneficiaries in the LIS program were more likely to start the new treatment, and less likely to
have interruptions in treatment.3
Numerous other studies show that non-LIS Medicare beneficiaries are less likely to begin costly
treatment, have longer delays when they do start treatment, and are more likely to stop their treatment.4
,5 ,6 ,7

Importantly, the beneficial impact of the LIS program on access to prescription medications is not

limited to expensive medications or to patients with cancer or rare diseases. These benefits are also
evident for LIS beneficiaries who need less expensive drugs for common conditions like diabetes.8
However, because the LIS eligibility criteria for assets and income are so low, only a small portion of
economically vulnerable Medicare beneficiaries qualify for this program. This leaves large numbers of
people with no protection from high OOP drug costs, and no means to access their treatments.

HOW MANY PEOPLE DOES THE LIS PROGRAM HELP?
In 2018, more than 12 million Medicare beneficiaries received assistance through the LIS program—
about 29 percent of all beneficiaries who were enrolled in Medicare prescription drug programs that
year.9 However, because current eligibility criteria for the LIS program require older adults to have
extremely low income—less than 150 percent of FPL—millions of Medicare beneficiaries who live
on the fringe of poverty are unable to afford their prescription medications because their assets—
although very modest—render them ineligible for the program. To understand how many economically
vulnerable Medicare beneficiaries could benefit from the LIS program, it is helpful to understand how
many older adults live close to the poverty line.
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HOW MANY OLDER ADULTS LIVE ON THE EDGE OF POVERTY?
In 2017, there were 15.4 million people aged 65 and older with incomes below 200 percent of FPL (less
than $23,512 for an individual). Of these, 10.7 million—21 percent of all adults over the age of 65—lived
between 100 percent and 199 percent of FPL.
Because eligibility for the LIS program is restricted to Medicare beneficiaries with household incomes
below 150 percent of FPL, millions of economically vulnerable beneficiaries who need prescription
treatments are ineligible for the LIS program because their modest assets are above the LIS threshold.
These beneficiaries are especially vulnerable to high OOP costs for prescription medications because they
do not have sufficient savings to cover these costs. In 2017, 25 percent of Medicare beneficiaries had less
than $14,550 in savings, and 8 percent had no savings or were in debt.10 These beneficiaries are unable to
shoulder the cost of medical or other emergencies, including covering high OOP medication expenses.

WHAT IS “POVERTY” AND WHY DOES IT MATTER FOR PRESCRIPTION
MEDICATIONS?
OOP Medical Costs as a Driver of Poverty in Older Adults
The U.S. Census Bureau reports two different measures of poverty: The official poverty measure and the
Supplemental Poverty Measure (SPM).
The official poverty measure is a set of income thresholds that vary by family size to determine who is
in poverty. The Census Bureau’s official poverty measure is used by the U.S. Department of Health and
Human Services as a basis for calculating the FPL guidelines that are used in many federal programs,
including Medicare’s LIS program.11,12
A key distinction between the official poverty measure and the SPM is that the SPM takes financial
liabilities into account, including OOP spending for prescription medications and other OOP medical
costs.13 When the two measures are compared, the number of adults 65 and older who live under 200
percent of the poverty line is much larger using the SPM definition (21.4 million) than its official one (15.4
million), and the share of older adults living in poverty under the SPM is higher than the official measure
in all 50 states. Researchers attribute this striking difference to the fact that SPM accounts for OOP
medical expenses and the official measure does not, highlighting the important role that OOP medical
costs have in driving poverty in older adults.14
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The Importance of How Poverty Is Calculated
The FPL is adjusted each year to reflect changes in inflation, and these changes are important because
eligibility for many federal programs—including the LIS—are based on FPL. Recently, changes to how
inflation is adjusted each year when the FPL is calculated have been proposed.15 These changes would
lower the poverty line, causing more than 250,000 Medicare beneficiaries to lose eligibility for the LIS
program.12

POLICY SOLUTIONS ARE NEEDED
The LIS program needs to be improved and simplified to enable more economically vulnerable older
adults to access needed medical treatments. This can be accomplished by:

• Extending full LIS benefits to eligible Medicare beneficiaries whose incomes are <200 percent FPL;
• Eliminating the partial LIS program, and
• Eliminating the asset test as a program eligibility criterion.
The PAN Foundation
The PAN Foundation is an independent, national 501 (c)(3) organization dedicated to helping federally
and commercially insured people living with life-threatening, chronic and rare diseases with the
OOP costs for their prescribed medications. PAN provides the underinsured population access to the
healthcare treatments they need to best manage their conditions and focus on improving their quality of
life. Since its founding in 2004, PAN has provided nearly one million underinsured patients with over $3
billion in financial assistance through close to 70 disease-specific programs.
For more information about this Issue Brief, contact Amy Niles, Vice President of External Relations, at
aniles@panfoundation.org.

JULY 2019 • ISSUE BRIEF 11: MEDICARE’S LOW-INCOME SUBSIDY PROGRAM

5

Supporting Literature
1

Extra Help with Medicare Prescription Drug Plan Costs https://secure.ssa.gov/i1020/start (accessed May 28, 2018).

2

National Council on Aging. Center for Benefits Access.
https://www.ncoa.org/wp-content/uploads/part-d-lis-eligibility-and-benefits-chart.pdf. Accessed June 10, 2019.
3

Olszewski AJ, Dusetzina SB, Eaton CB, Davidoff AJ, Trivedi AN. Subsidies for Oral Chemotherapy and Use of Immunomodulatory Drugs
Among Medicare Beneficiaries With Myeloma. J Clin Oncol. 2017 Oct 10;35(29):3306-3314.
4

Doshi JA, Li P, Huo H, Pettit AR, Kumar R, Weiss BM, Huntington SF. High cost sharing and specialty drug initiation under Medicare Part
D: a case study in patients with newly diagnosed chronic myeloid leukemia. Am J Manag Care. 2016 Mar;22(4 Suppl):s78-86.
5

Li P, Wong YN, Jahnke J, Pettit AR, Doshi JA. Association of high cost sharing and targeted therapy initiation among elderly Medicare
patients with metastatic renal cell carcinoma. Cancer Med. 2018 Jan; 7(1): 75–86.
6

Doshi JA, Takeshita J, Pinto L, et al. Biologic therapy adherence, discontinuation, switching, and restarting among patients with psoriasis in
the US Medicare population. Journal of the American Academy of Dermatology. 2016;74(6):1057-1065.e4.
7

Jalpa A. Doshi Tianyan Hu Pengxiang Li Amy R. Pettit Xinyan Yu Marissa Blum. Specialty Tier‐Level Cost Sharing and Biologic Agent Use in
the Medicare Part D Initial Coverage Period Among Beneficiaries With Rheumatoid Arthritis. Arthritis Care & Research, 68: 1624-1630.
8

Stuart B, Xianghua Y, Davidoff A, Simoni-Wastila L, Zuckerman I, Shoemaker JS, Doshi J. Impact of Part D Low-income Subsidies on
Medication Patterns for Medicare Beneficiaries With Diabetes. Med Care. 2012 Nov;50(11):913–919.
9

Cubanski J, Damico A, Neuman T. Medicare Part D in 2018: The Latest on Enrollment, Premiums, and Cost Sharing. Available at: https://
www.kff.org/medicare/issue-brief/medicare-part-d-in-2018-the-latest-on-enrollment-premiums-and-cost-sharing/. Accessed May 28,2019.
10

Jacobson G, Griffin S, Neuman T, Smith K. Income and Assets of Medicare Beneficiaries, 2016-2035. Available at:
https://www.kff.org/medicare/issue-brief/income-and-assets-of-medicare-beneficiaries-2016-2035/. Accessed May 31, 2019.
11

United States Census Bureau. How the Census Bureau measures poverty. Available at:
https://www.census.gov/topics/income-poverty/poverty/guidance/poverty-measures.html. Accessed May 30, 2019.
12

Aron-Dine A, Broaddus M. Center on Budget and Policy Priorities. Poverty Line Proposal Would Cut Medicaid, Medicare, and Premium
Tax Credits, Causing Millions to Lose or See Reduced Benefits Over Time. Available at:
https://www.cbpp.org/research/poverty-and-inequality/poverty-line-proposal-would-cut-medicaid-medicare-and-premium-tax. Accessed
May 31, 2019.
13

United States Census Bureau. The Supplemental Poverty Measure: 2017. Available at:
https://www.census.gov/library/publications/2018/demo/p60-265.html. Accessed May 30, 2019.
14

Cubanski, J, Koma W, Damico A, Neuman T. How many seniors live in poverty? Available at:
http://files.kff.org/attachment/Issue-Brief-How-Many-Seniors-Live-in-Poverty. Accessed May 30, 2019.
15

Office of Management and Budget, Request for Comment on the Consumer Inflation Measures Produced by the Federal Statistical Agencies,
May 7, 2019, https://bit.ly/2LA5Skw.

JULY 2019 • ISSUE BRIEF 11: MEDICARE’S LOW-INCOME SUBSIDY PROGRAM

6

