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AABD if his SSI payment is less than 
that amount; 

Medically needy refers to families, 
children, aged, blind, or disabled indi-
viduals, and pregnant women listed 
under subpart D of this part who are 
not listed in subparts B and C of this 
part as categorically needy but who 
may be eligible for Medicaid under this 
part because their income and re-
sources are within limits set by the 
State under its Medicaid plan (includ-
ing persons whose income and re-
sources fall within these limits after 
their incurred expenses for medical or 
remedial care are deducted) (Specific 
financial requirements for determining 
eligibility of the medically needy ap-
pear in subpart I of this part.); 

OAA means old age assistance under 
title I of the Act; 

OASDI means old age, survivors, and 
disability insurance under title II of 
the Act; 

Optional State supplement means a 
cash payment made by a State, under 
section 1616 of the Act, to an aged, 
blind, or disabled individual; 

Optional targeted low-income child 
means a child under age 19 who meets 
the financial and categorical standards 
described below. 

(1) Financial need. An optional tar-
geted low-income child: 

(i) Has a family income at or below 
200 percent of the Federal poverty line 
for a family of the size involved; and 

(ii) Resides in a State with no Med-
icaid applicable income level (as de-
fined at § 457.10 of this chapter); or 

(iii) Resides in a State that has a 
Medicaid applicable income level (as 
defined at § 457.10 of this chapter) and 
has family income that either: 

(A) Exceeds the Medicaid applicable 
income level for the age of such child, 
but not by more than 50 percentage 
points; or 

(B) Does not exceed the income level 
specified for such child to be eligible 
for medical assistance under the poli-
cies of the State plan under title XIX 
on June 1, 1997. 

(2) No other coverage and State mainte-
nance of effort. An optional targeted 
low-income child is not covered under a 
group health plan or health insurance 
coverage, or would not be eligible for 
Medicaid under the policies of the 

State plan in effect on March 31, 1997; 
except that, for purposes of this stand-
ard— 

(i) A child shall not be considered to 
be covered by health insurance cov-
erage based on coverage offered by the 
State under a program in operation 
prior to July 1, 1997 if that program re-
ceived no Federal financial participa-
tion; 

(ii) A child shall not be considered to 
be covered under a group health plan or 
health insurance coverage if the child 
did not have reasonable geographic ac-
cess to care under that coverage. 

(3) For purposes of this section, poli-
cies of the State plan a under title XIX 
plan include policies under a Statewide 
demonstration project under section 
1115(a) of the Act other than a dem-
onstration project that covered an ex-
panded group of eligible children but 
that either— 

(i) Did not provide inpatient hospital 
coverage; or 

(ii) Limited eligibility to children 
previously enrolled in Medicaid, im-
posed premiums as a condition of ini-
tial or continued enrollment, and did 
not impose a general time limit on eli-
gibility. 

SSI means supplemental security in-
come under title XVI of the Act. 

SWICA means the State Wage Infor-
mation Collection Agency under sec-
tion 1137(a) of the Act. It is the State 
agency administering the State unem-
ployment compensation law; a separate 
agency administering a quarterly wage 
reporting system; or a State agency ad-
ministering an alternative system 
which has been determined by the Sec-
retary of Labor, in consultation with 
the Secretary of Agriculture and the 
Secretary of Health and Human Serv-
ices, to be as effective and timely in 
providing employment related income 
and eligibility data. 

[43 FR 45204, Sept. 29, 1978, as amended at 45 
FR 24883, Apr. 11, 1980; 46 FR 6909, Jan. 22, 
1981; 46 FR 47984, Sept. 30, 1981; 51 FR 7211, 
Feb. 28, 1986; 58 FR 4925, Jan. 19, 1993; 66 FR 
2666, Jan. 11, 2001] 

§ 435.10 State plan requirements. 

A State plan must— 
(a) Provide that the requirements of 

this part are met; and 
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(b) Specify the groups to whom Med-
icaid is provided, as specified in sub-
parts B, C, and D of this part, and the 
conditions of eligibility for individuals 
in those groups. 

Subpart B—Mandatory Coverage 
of the Categorically Needy 

§ 435.100 Scope. 

This subpart prescribes requirements 
for coverage of categorically needy in-
dividuals. 

MANDATORY COVERAGE OF FAMILIES AND 
CHILDREN 

§ 435.110 Individuals receiving aid to 
families with dependent children. 

(a) A Medicaid agency must provide 
Medicaid to individuals receiving 
AFDC. 

(b) For purposes of this section, an 
individual is receiving AFDC if his 
needs are included in determining the 
amount of the AFDC payment. This in-
cludes an individual whose presence in 
the home is considered essential to the 
well-being of a recipient (see 45 CFR 
233.20(a)(2)(vi)) and who could be a re-
cipient under the State’s AFDC plan if 
that plan were as broad as allowed 
under the Act for FFP. 

§ 435.112 Families terminated from 
AFDC because of increased earn-
ings or hours of employment. 

(a) If a family loses AFDC solely be-
cause of increased income from em-
ployment or increased hours of employ-
ment, the agency must continue to 
provide Medicaid for 4 months to all 
members of the family if— 

(1) The family received AFDC in any 
3 or more months during the 6-month 
period immediately before the month 
in which it became ineligible for 
AFDC; and 

(2) At least one member of the family 
is employed throughout the 4-month 
period, although this need not be the 
same member for the whole period. 

(b) The 4 calendar month period be-
gins on the date AFDC is terminated. If 
AFDC benefits are terminated retro-
actively, the 4 calendar month period 
also begins retroactively with the first 

month in which AFDC was erroneously 
paid. 

[43 FR 45204, Sept. 29, 1978, as amended at 45 
FR 24883, Apr. 11, 1980] 

§ 435.113 Individuals who are ineli-
gible for AFDC because of require-
ments that do not apply under title 
XIX of the Act. 

The agency must provide Medicaid 
to: 

(a) Individuals denied AFDC solely 
because of policies requiring the deem-
ing of income and resources of the fol-
lowing individuals who are not in-
cluded as financially responsible rel-
atives under section 1902(a)(17)(D) of 
the Act; 

(1) Stepparents who are not legally 
liable for support of stepchildren under 
a State law of general applicability; 

(2) Grandparents; 
(3) Legal guardians; 
(4) Alien sponsors who are not orga-

nizations; and 
(5) Siblings. 
(b) [Reserved] 

[58 FR 4926, Jan. 19, 1993, as amended at 59 
FR 43052, Aug. 22, 1994] 

§ 435.114 Individuals who would be eli-
gible for AFDC except for increased 
OASDI income under Pub. L. 92–336 
(July 1, 1972). 

The agency must provide Medicaid to 
individuals who meet the following 
conditions: 

(a) In August 1972, the individual was 
entitled to OASDI and— 

(1) He was receiving AFDC; or 
(2) He would have been eligible for 

AFDC if he had applied, and the Med-
icaid plan covered this optional group; 
or 

(3) He would have been eligible for 
AFDC if he were not in a medical insti-
tution or intermediate care facility, 
and the Medicaid plan covered this op-
tional group. 

(b) The individual would currently be 
eligible for AFDC except that the in-
crease in OASDI under Pub. L. 92–336 
raised his income over the limit al-
lowed under AFDC. This includes an in-
dividual who— 

(1) Meets all current AFDC require-
ments except for the requirement to 
file an application; or 
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