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 The Medicare Prescription Drug Discount Card Program: 
Implications for Low-income Medicare Beneficiaries 

 
 
 Beginning in May of 2004, Medicare will offer the option to purchase a 
prescription drug discount card to most of its 41 million beneficiaries.  The cards, which 
are to be issued beginning in June, will be offered by private “sponsors” endorsed by 
the Medicare program.  Medicare will also subsidize the purchase of prescription drugs 
with a $600 per year subsidy for low-income Medicare beneficiaries whose prescription 
drugs are not already covered by Medicaid or another insurance plan.  The Centers for 
Medicare & Medicaid Services (CMS) estimates that between 7.3 and 7.4 million 
beneficiaries will enroll in the discount card program, and that 4.7 million of those 
beneficiaries will also receive low-income assistance at a cost to the federal government 
of $5.0 billion.1  The discount card and low-income assistance programs will expire on 
December 31, 2005, immediately prior to implementation of the new Medicare Part D 
prescription drug benefit.  This Issue Paper describes the discount card and low-income 
assistance programs and discusses their implications for low-income Medicare 
beneficiaries and state Medicaid programs.   
 
Discount Card Program 
 
 The Medicare Prescription Drug, Improvement, and Modernization Act of 2003 
(MMA) directs the Secretary of Health and Human Services (HHS) to establish a 
prescription drug discount card program for certain Medicare beneficiaries.2  The 
program is voluntary; eligible beneficiaries are not required to enroll.  Enrollment in the 
discount card program is open to all Medicare beneficiaries other than those who have 
prescription drug coverage under Medicaid.  (In 2002, about 6.1 million aged and 
disabled Medicare beneficiaries, or about 14 percent of all Medicare beneficiaries that 
year, had Medicaid drug coverage as “full duals.”)3  Medicare beneficiaries who have 
prescription drug discount cards that are not endorsed by Medicare may enroll in the 
Medicare-endorsed program if they wish (and they may retain their other cards), but, as 
a general rule, they may not enroll in more than one Medicare-endorsed discount card 
program each year.  CMS estimates that about 7.3 million Medicare beneficiaries will 
enroll in Medicare-endorsed prescription drug discount card programs in 2004, and 7.4 
million will do so in 2005.4 
  
 For those who choose to enroll, the discount card program is intended to offer 
access to discounted prices for prescription drugs purchased at retail or chain 
pharmacies as well as from mail-order pharmacies.  The cards will carry the logo 
“Medicare Approved,” as well as a disclaimer that “This is not a Medicare insurance  
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card.”  As the disclaimer indicates, the discount card will not provide actual coverage for 
the costs of prescription drugs.  Some low-income Medicare beneficiaries will qualify for 
a $600 per year subsidy described below to help pay for drugs through the discount 
card program.  But, those beneficiaries who do not qualify for this “Transitional 
Assistance” will receive only price discounts.  
 

The specific price discounts or “negotiated prices” are not specified in the 
Medicare law.  They will be the prices that the private companies or “sponsors” offering 
the Medicare-endorsed discount cards are able to negotiate with pharmacy 
manufacturers, with dispensing pharmacies, or with both.  The expectation is that 
endorsement of the cards by Medicare will encourage millions of Medicare beneficiaries 
to enroll, giving the sponsors of the cards the leverage associated with high-volume 
purchasing.5  It is believed that this leverage will enable discount card sponsors to 
extract price concessions from manufacturers, from pharmacies, or from both.6   
Nothing in the Medicare law prevents manufacturers from raising the prices against 
which discounts are calculated. 

 
There are no statutory or regulatory standards as to how the Medicare-endorsed 

“negotiated prices” should compare with the prices generally available at local 
pharmacies to Medicare beneficiaries who do not have discount cards or who have 
other discount cards not endorsed by Medicare.  Nor are there standards regarding the 
particular drugs or classes of drugs to which these “negotiated prices” should apply.  
The statute requires only that the prices “take into account” discounts, rebates, or other 
price concessions that the companies offering the cards are able to negotiate and that 
they include pharmacists’ dispensing fees.  The statute does not require that the entire 
discount obtained by the company sponsoring the discount card be passed through to 
the enrollee.7  Discount card enrollees may not, however, be charged more than the 
lower of (1) the “negotiated price” or (2) the “usual and customary price.”8  The 
Administration estimates that the cards will enable beneficiaries to realize savings of  
“about 10 to 15 percent on their total drug costs, with savings of up to 25 percent or 
more on individual prescriptions.”9 
 
 Under the CMS implementing regulations, the sponsor of a discount card may 
limit the drugs for which it offers negotiated prices to a specific list, or formulary, that it 
establishes.  There is no minimum federal standard with which a sponsor’s formulary 
must comply.  However, sponsors using a formulary must offer a “negotiated price” on 
at least one covered drug “in each of the lowest level categories for each of the 
therapeutic groups representing the drugs most commonly needed by Medicare 
beneficiaries.”10  Whether or not a sponsor uses a formulary, it must offer a “negotiated 
price” on a generic drug in at least 55 percent of the lowest level categories in each of 
the therapeutic groups representing the drugs most commonly needed by Medicare 
beneficiaries.11   
 

The Medicare discount card program will not offer cards directly through CMS, 
which administers the Medicare program.  Instead, the Medicare drug discount card 
may be offered only by nongovernmental entities, known as “sponsors,” with which the 
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Secretary contracts for this purpose.  (In 2001, five states sponsored prescription drug 
discount card programs for Medicare beneficiaries; these states will not be able to 
qualify for Medicare endorsement.)12  By regulation, the Secretary has stipulated that 
sponsors must, among other things, have three years of private sector experience in the 
U.S. in pharmacy benefits management and, at the time of application, operate a 
pharmacy benefit, discount card, or similar program that serves at least 1 million 
covered lives.13  By regulation, the Secretary has also required that the sponsor (and 
any subcontractors) maintain a “satisfactory” record of “financial stability and business 
integrity” during the term of the discount card program.14  As indicated by the allegations 
in the complaint filed by the Department of Justice against Medco Health Solutions, a 
large pharmacy benefits manager (PMB), concerns about business stability and integrity 
may be well-founded.15 

 
To ensure a choice among different discount cards, the statute requires the 

Secretary to contract with at least two discount card sponsors in each state.  The 
enrollment areas for a sponsor’s discount card program must include the entire state, 
and the program must be available to all eligible individuals within the state.16  An 
approved sponsor may operate Medicare-endorsed discount drug card programs in 
more than one state.  There is an exception to the statewide enrollment requirement in 
the case of Medicare managed care organizations that offer an “exclusive card” that 
limits enrollment to Medicare beneficiaries enrolled in the managed care plan.17  As of 
February 5, 2004, CMS had received 106 applications from nongovernmental entities 
for approval as sponsors or exclusive card sponsors.18  On March 25, 2004, CMS 
announced the selection of 28 general card sponsors and 43 exclusive card sponsors.19 

 
Discount card programs may use mail-order pharmacies, but they must also 

provide enrolled beneficiaries “convenient access” to neighborhood retail pharmacies.  
By regulation, the Secretary has defined “convenient access” to mean that, in urban 
areas, at least 90 percent of Medicare beneficiaries enrolled in the sponsor’s program 
live within 2 miles of a contracted network pharmacy, and in rural areas, at least 70 
percent of enrolled Medicare beneficiaries live within 15 miles of a network pharmacy.20 
   
 Sponsors may charge an annual enrollment fee of up to $30.  The fee, if any, 
must be uniform for all eligible individuals residing in the state.  The sponsor, not the 
Medicare program, is responsible for collecting any fee imposed.  The sponsor, and any 
pharmacy contracting with the sponsor, may not impose any charges on an enrollee 
other than the enrollment fee and the “negotiated price” for the covered drug.  The 
pharmacist’s dispensing fee must be included in the “negotiated price” paid by the 
enrollee.  (In the case of low-income beneficiaries receiving subsidies described below, 
the pharmacist may also collect the specified coinsurance amount.)  The Secretary is 
not authorized to pay any administrative expenses incurred by contracting discount card 
sponsors.  States may, at their option, use their own funds to pay some or all of the 
annual enrollment fees for eligible beneficiaries who are not enrolled in Medicaid and 
who do not qualify for the Transitional Assistance program for low-income beneficiaries. 
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 How will Medicare beneficiaries know what discount card choices are available to 
them in their state?  Under the CMS regulations, the primary source of information will 
be the sponsors, which are required to provide specified information about their 
discount card programs through both the internet and “some other tangible medium 
(such as a mailing).”  The information required includes (1) the annual enrollment fee (if 
any) and (2) the negotiated prices offered for drugs covered by the discount card.21   
Information and outreach materials are subject to review and approval by CMS; 
materials are deemed to be approved if they are not disapproved within 30 days of 
submission.22  Other potential sources of information include Social Security 
Administration District Offices, State Health Insurance Programs (SHIPs), and Area 
Agencies on Aging.23 
 

CMS will expand the capacity of its toll-free 1-800 MEDICARE “helpline” to 
answer beneficiary questions about the discount card program.  In addition, for those 
beneficiaries (or their families) who have access to and facility with the internet, CMS 
will operate a “Price Compare” website in the Prescription Drug and Other Assistance 
Programs section of www.medicare.gov.  The site will display each sponsor’s maximum 
price at the pharmacy level for each drug covered under that sponsor’s discount card 
program in a state.24  CMS anticipates this database will be accessible as of April 29, 
2004.  A discount card sponsor is permitted to change its “negotiated price” on any drug 
it covers once per week.25  According to a Kaiser Family Foundation survey, only about 
21 percent of the elderly have access to the internet and 3 percent have used the CMS 
Medicare website.26   
 
Transitional Assistance Program for Low-income Beneficiaries 
 

The MMA establishes a “Transitional Assistance” program of subsidies for low-
income Medicare beneficiaries who are not receiving prescription drug coverage 
through Medicaid or another insurance plan.  Like the drug discount card program, the 
low-income assistance program is temporary.  It begins in June 2004 and expires on 
December 31, 2005; implementation of the new Medicare prescription drug benefit is 
scheduled for January 1, 2006.  The amount of assistance to which each eligible 
beneficiary is entitled is $600 in each calendar year; funds unused during 2004 can be 
rolled over into 2005.27  These funds may be used to pay the cost of prescription drugs 
covered through the card.  In addition, the Medicare program will pay the annual 
enrollment fee, if any, charged by a discount card program in which a beneficiary who 
qualifies for Transitional Assistance enrolls.  CMS estimates that of the 7.3 to 7.4 million 
beneficiaries who will enroll in a discount card program, 4.7 million will receive 
Transitional Assistance, at a cost to the federal government of about $5.0 billion over 
the course of the program.28     
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The Medicare Prescription Drug Discount Card: 

Key Facts on the Transitional Assistance Program for Low-income Beneficiaries 
 

The Medicare Prescription Drug Discount Card program is intended to provide discounts on the prices of 
drugs purchased by Medicare beneficiaries who choose to enroll.  Beginning in June 2004, private 
“sponsors” will issue cards endorsed by the Medicare program that give enrollees access to discounted 
prices negotiated by the sponsors with pharmacy manufacturers and/or dispensing pharmacies.  Almost all 
Medicare beneficiaries, regardless of income, are eligible to enroll in a Medicare-endorsed discount card 
program, except for those who have Medicaid prescription drug coverage.  Discount card sponsors may 
impose annual enrollment fees of up to $30.  Under the Transitional Assistance program, certain low-income 
Medicare beneficiaries who are not enrolled in Medicaid can have their enrollment fees paid and can receive 
$600 per year toward the purchase of prescription drugs at the discounted price. 
 

What is the Transitional Assistance program?   
• The Transitional Assistance program provides $600 per year during 2004 and 2005 toward the costs of 

prescription drugs and pays any annual fee for enrolling in a Medicare-endorsed discount card program.  
 

Which Medicare beneficiaries qualify for Transitional Assistance? 
• The beneficiary may not have prescription drug coverage under Medicaid or an employer-sponsored 

group plan, an individual health insurance policy, TRICARE, or the Federal Employee’s Health 
Benefits Program (FEHBP). 

• The beneficiary’s income may not exceed 135 percent of the federal poverty level ($12,568 for an 
individual, $16,862 for a couple in 2004). 

 

What cost sharing are Transitional Assistance beneficiaries required to pay? 
• The $600 annual subsidy cannot be used to cover the entire discounted cost of a drug.  
• Beneficiaries with incomes at or below 100 percent of the federal poverty level ($9,310 for an individual, 

$12,490 for a couple in 2004) must pay 5 percent of the discounted cost of the drug. 
• Beneficiaries with incomes between 100 and 135 percent of the federal poverty level ($12,568 for an 

individual, $16,862 for a couple in 2004) must pay 10 percent of the discounted cost of the drug. 
 

How do qualified beneficiaries enroll in the Transitional Assistance program? 
• To receive Transitional Assistance, a beneficiary must apply to enroll in a Medicare-endorsed discount 

card program by submitting a standard enrollment form to the program sponsor. 
• CMS will verify the beneficiary’s eligibility for Transitional Assistance. 
 

How is the Transitional Assistance Program administered? 
• The Medicare program pays the $600 subsidy to the sponsor of the discount card program in which the 

beneficiary chooses to enroll. 
• The sponsor pays the network pharmacy 95 or 90 percent of the cost of the drug at the time the 

beneficiary fills a prescription, depending on the beneficiary’s income 
 

 
In order to qualify for the $600 annual subsidy and payment of any enrollment 

fee, a Medicare beneficiary must (1) have an income at or below 135 percent of the 
federal poverty level ($12,568 per year for an individual, $16,862 for a couple in 2004) 
and (2) not have prescription drug coverage under Medicaid, employer-sponsored 
group health insurance coverage, an individual health insurance policy, TRICARE, or 
the Federal Employee’s Health Benefits Program (FEHBP).  There is no assets test. 
(This is in sharp contrast to the assets tests that apply under Medicaid and under the 
low-income subsidy program in connection with the Medicare Part D drug benefit.)  The 
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$600 annual subsidy payment is not taken into account in determining eligibility for 
Medicaid, Supplemental Security Income, or any other Federal program.29 

 
To qualify for Transitional Assistance, a Medicare beneficiary must first enroll in 

one of the discount card programs offered in his or her state.  The beneficiary must then 
submit a standard enrollment form to the discount card program, stating his or her 
income, family size, and whether he or she has prescription drug coverage, and sign the 
form under penalty of perjury.  CMS will verify the individual’s certification.  Individuals 
enrolled in Medicaid for premium or cost-sharing subsidies only – the so-called 
Medicare Savings Programs – are deemed to meet the income requirements and 
eligible for the subsidy because they do not have drug coverage through Medicaid.30  
These are Qualified Medicare Beneficiaries (QMBs), who have annual incomes no 
greater than 100 percent of the federal poverty level ($9,310 for an individual, $12,490 
for a couple in 2004); Specified Low-Income Medicare Beneficiaries (SLIMBs), who 
have incomes between 100 percent and 120 percent of the poverty level ($11,172 for 
an individual and $14,988 for a couple in 2004); and Qualified Individuals (QIs), who 
have incomes between 120 percent and 135 percent of the poverty level ($12,569 for 
an individual and $16,862 for a couple in 2004).  In all three cases, countable assets 
may not exceed $4,000 for an individual and $6,000 for a couple. 
 
 The annual $600 subsidy is not paid directly to an eligible individual.  Instead, 
after CMS has verified an individual’s eligibility for Transitional Assistance, the funds will 
flow from the Medicare Part B Trust Fund directly to the approved discount card 
sponsors into which the eligible beneficiary has enrolled.  The discount card sponsor, in 
turn, will apply each eligible enrollee’s $600 subsidy to the cost of prescription drugs 
covered by paying the network pharmacy at which the enrollee fills the prescription.  
The $600 subsidy may not be applied to the cost of non-prescription or over-the-counter 
(OTC) drugs that the discount card program covers (if any).  Discount card programs 
must make available to enrollees, both through a toll-free telephone number and at the 
point of sale through all network pharmacies, information on the amount of the $600 
subsidy that they have not used. 31   
 

The individual beneficiary remains responsible for a portion of the cost of the 
covered drug, depending on income.  In the case of a beneficiary with income at or 
below the federal poverty level ($9,310 per year for an individual, $12,490 for a couple 
in 2004), the subsidy funds can pay 95 percent of the price of the covered drug.  In the 
case of a beneficiary with an income above 100 percent but not greater than 135 
percent of the federal poverty level ($12,568 for an individual, $16,862 for a couple in 
2004), the subsidy funds can pay 90 percent of the price of the drug.  The regulations 
do not define the term “price” of the covered drug for this purpose, but the statute 
specifies that the costs incurred for covered drugs must “take into account” the 
“negotiated price” (if any) for the drug.32  

 
The beneficiary is responsible for the remaining 5 percent or 10 percent 

coinsurance amount.33  However, states may, at their option, use their own funds to pay 
some or all of the coinsurance, so long as these payments are made directly to the 
pharmacy.  In addition, a pharmacy may reduce or waive the 5 or 10 percent 
coinsurance altogether if (1) the waiver is not offered as part of an advertisement, (2) 
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the pharmacy does not routinely waive the coinsurance, and (3) the pharmacy has 
determined in good faith that the individual is in financial need or has failed to collect the 
coinsurance after making reasonable efforts to do so.34   

 
Note that the eligibility requirements for Transitional Assistance apply only at the 

time a Medicare beneficiary applies to enroll in a discount card program and applies for 
Transitional Assistance.35  If, after enrolling in a discount card program and qualifying 
for Transitional Assistance, a low-income beneficiary becomes eligible for and enrolls in 
Medicaid, the beneficiary is not disqualified from Transitional Assistance.  Once enrolled 
and qualified, a beneficiary remains eligible for Transitional Assistance through 
December 31, 2005, or until the beneficiary chooses to disenroll.36 
 
Implications for Low-income Medicare Beneficiaries 
 
 For the majority of low-income Medicare beneficiaries – the 6.1 million or so who 
receive prescription drug coverage through Medicaid – the Medicare discount drug and 
Transitional Assistance programs will be of no benefit because they will keep the 
coverage they currently have.  However, for those who do not have Medicaid 
prescription drug coverage, the discount card offers the possibility of significant price 
discounts on prescription drugs.  Additionally, there are nearly 12 million Medicare 
beneficiaries not residing in institutions who have incomes at or below 135 percent of 
the federal poverty level ($12,568 for an individual, $16,862 for a couple in 2004).37  
Those who do not have prescription drug coverage through Medicaid or another 
insurance plan also could benefit from the Transitional Assistance program, which could 
provide (1) up to $60 in annual enrollment fee subsidies and (2) up to $1,200 over one 
year and a half towards the purchase of drugs.  If CMS estimates that 4.7 million 
Medicare beneficiaries will qualify for Transitional Assistance are correct, the Medicare 
program could pay out over $5.0 billion over the next two years in enrollment fee and 
annual subsidies.  
 

The implications of the Medicare discount card for a low-income Medicare 
beneficiary depend, in part, on the state in which he or she resides.  As of February 
2004, 29 states were operating State Pharmacy Assistance Programs (SPAPs).  Of 
these, 22 states provided subsidies for some or all of the cost of covered prescription 
drugs, 4 states offered both subsidy and discount programs, and 7 states provided price 
discounts only.38  Four states are operating their SPAPs under a Medicaid section 1115 
“Pharmacy Plus” waiver.39  The Medicare statute does not prohibit Medicare 
beneficiaries who enroll in the Medicare-endorsed discount card program from also 
enrolling in an SPAP.   
 

In a state without an SPAP, the Medicare discount card is the only public option 
for discounts on prescription drug prices.  In states with SPAPs, the potential benefit will 
depend on the size of the state program discounts and how they compare to those 
available under the Medicare drug discount program.  In states with SPAPs that include 
purchasing subsidies, the potential advantage of the Medicare drug discount program 
will depend on how the SPAP subsidy compares to the Transitional Assistance 
payment.  The potential benefit will also depend upon whether states continue to 
operate their SPAPs when the Medicare discount card and Transitional Assistance 
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programs are launched in June.  One state (South Dakota) has enacted legislation 
terminating its state-run discount card program within 120 days after the issuance of the 
Medicare-endorsed discount card.40  Two other states (Maine and Wyoming) have 
taken a different approach, enacting legislation requiring eligible Medicare beneficiaries 
to use the Medicare-endorsed discount card before using the state card.41 
 
 Regardless of the state in which a low-income beneficiary lives, the process of 
enrolling in the Transitional Assistance program has the potential to be non-intrusive 
and beneficiary-friendly.  This is because enrollment in the Transitional Assistance 
program will occur through the program “sponsor” rather than a state or county welfare 
office, because qualifying for Transitional Assistance does not depend upon meeting an 
assets test, and because the beneficiary may apply for Transitional Assistance through 
a standard enrollment form that can be made simple.  Of course, beneficiaries must still 
be educated about the existence of the discount card and must decide to enroll in a 
Medicare-endorsed card program to be able to access the $600 annual subsidy.    
 
 The marketing and outreach efforts that are undertaken by sponsors and CMS in 
connection with the discount card have the potential to link low-income Medicare 
beneficiaries into other assistance programs, including the so-called “Medicare Savings 
Programs” (e.g., QMB, SLIMB, and QI) that subsidize Medicare Part B premiums and, 
in some cases, deductible and coinsurance requirements.42  As Dorothy Rosenbaum 
has pointed out, the Food Stamp program currently serves only about 30 percent of the 
elderly who are eligible for its benefits and only about 50 percent of the eligible adults 
with disabilities.  Many of these low-income elderly individuals, if enrolled in Food 
Stamps, would receive a benefit of more than $50 per month – more than the $600 
annual Transitional Assistance subsidy.43  If the discount drug outreach efforts were 
also to include information about Food Stamps and other programs designed to assist 
low-income beneficiaries, participation in these other programs could improve.  
 
Implications for States 
 

The implications of the Medicare discount card program for states are far less 
significant than those of the Medicare Part D drug benefit.44   With one exception, states 
have no administrative responsibilities with respect to the marketing of the Medicare 
discount card program, the enrollment of low-income beneficiaries in Transitional 
Assistance, or the administration of the $600 annual subsidies.  The exception is that, 
on a monthly basis, states must provide CMS data needed by the Medicare program to 
verify beneficiary eligibility for Transitional Assistance.45  In fact, even if a state wants to 
assume programmatic responsibilities it cannot do so because the new Medicare law 
prohibits states and other public entities from becoming sponsors of the Medicare-
endorsed discount card programs.   
 

Although they cannot operate a Medicare-endorsed discount card program, 
states can continue to offer their own discount card programs.  If they do so, Medicare 
beneficiaries may enroll in both the state-run discount card program and one of the 
Medicare-endorsed discount card programs offered in the state (the cards may offer 
different discounts on different drugs).  Those beneficiaries who are eligible for 
Transitional Assistance – e.g., those without drug benefits through Medicaid or another 



 9

insurance plan with incomes at or below 135 percent of the federal poverty level 
($12,568 for an individual and $16,862 for a couple in 2004) – may receive the $600 per 
year annual purchasing subsidy while also receiving discounts through both the 
Medicare-endorsed and state cards.  These Transitional Assistance beneficiaries are 
also eligible for payment of the $30 fee (if any) for enrolling in a Medicare-endorsed 
card program.  States may use their own funds to pay any annual enrollment fees 
imposed by Medicare-endorsed cards on behalf of beneficiaries who are not eligible for 
Transitional Assistance.46   
 

States cannot operate the Transitional Assistance program (this is done by 
Medicare and the discount card sponsors; states cannot be sponsors).  However, a 
state that operates its own subsidy program can “wrap around” the $600 federal 
subsidy.  New Jersey, for example, estimates that 81,000 of its 190,000 Pharmaceutical 
Assistance to the Aged & Disabled (PAAD) program enrollees will quality for the $600 in 
Transitional Assistance; if those who are eligible use this subsidy before they use their 
PAAD benefits, the state estimates it will save $90 million.47  Similarly, a state can use 
its own funds to pay network pharmacies for all or part of the 5 or 10 percent 
coinsurance owed by Transitional Assistance beneficiaries.48   

 
Conclusion 
 
 Over the next year and a half, the Medicare program will launch, operate, and 
then close down a national discount card program in which 7.4 million beneficiaries are 
expected to enroll.  Of those expected to enroll, the majority – over three fifths – are 
expected to have incomes at or below 135 percent of the federal poverty level ($12,568 
for an individual and $16,862 for a couple), thereby qualifying them for an annual 
subsidy of $600 and payment of any annual enrollment fee.  Under these estimates, 
Medicare could pay out over $5.0 billion to discount drug card sponsors in enrollment 
fees and Transitional Assistance subsidies.  The challenge of launching, operating, and 
terminating a program of this scope in such a short time period is formidable. 
 

While CMS is implementing the discount card program, it also will be preparing to 
launch outpatient prescription drug coverage for 41 million Medicare beneficiaries the 
day after the discount card program ends.  The operational challenges of implementing 
drug coverage are far greater than those of a discount card program, and the transition 
from one program to the next is not likely to be seamless.  One significant discontinuity 
relates to eligibility rules for assistance for low-income people.  The discount card 
program considers only a beneficiary’s income when determining eligibility for 
Transitional Assistance.  The new Medicare Part D program, in contrast, bases eligibility 
for its low-income subsidy on both income and assets.49  All low-income Medicare 
beneficiaries who qualify for Transitional Assistance under the discount card will also 
qualify for the low-income premium and cost-sharing subsidy under Part D if their 
income remains below 135 percent of the federal poverty level.  However, many of 
these individuals will not receive these subsidies, either because the assets test under 
Part D deters them from applying or because it disqualifies them from receiving 
assistance.  This discontinuity is likely to be the source of considerable confusion and 
administrative burden to low-income beneficiaries.  

This issue paper was prepared by Andy Schneider, Principal, Medicaid Policy, LLC. 
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