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(ii) The State establishes a maximum 
deduction amount that will not be ex-
ceeded for any individual under the 
waiver. 

(2) For an individual with only a 
spouse at home, an additional amount 
for the maintenance needs of the 
spouse. This amount must be based on 
a reasonable assessment of need but 
must not exceed the higher of— 

(i) The more restrictive income 
standard established under § 435.121; or 

(ii) The medically needy standard for 
an individual. 

(3) For an individual with a family at 
home, an additional amount for the 
maintenance needs of the family. This 
amount must— 

(i) Be based on a reasonable assess-
ment of their financial need; 

(ii) Be adjusted for the number of 
family members living in the home; 
and 

(iii) Not exceed the higher of the 
need standard for a family of the same 
size used to determine eligibility under 
the State’s approved AFDC plan or the 
medically needy income standard es-
tablished under § 435.811 for a family of 
the same size. 

(4) Amounts for incurred expenses for 
medical or remedial care that are not 
subject to payment by a third party, 
including— 

(i) Medicare and other health insur-
ance premiums, deductibles, or coin-
surance charges; and 

(ii) Necessary medical or remedial 
care recognized under State law but 
not covered under the State’s Medicaid 
plan, subject to reasonable limits the 
agency may establish on amounts of 
these expenses. 

[46 FR 48540, Oct. 1, 1981, as amended at 50 FR 
10026, Mar. 13, 1985; 57 FR 29155, June 30, 1992; 
58 FR 4932, Jan. 19, 1993; 59 FR 37716, July 25, 
1994] 

Subpart I—Specific Eligibility and 
Post-Eligibility Financial Re-
quirements for the Medically 
Needy 

§ 435.800 Scope. 

This subpart prescribes specific fi-
nancial requirements for determining 

the eligibility of medically needy indi-
viduals under subpart D of this part. 

[58 FR 4932, Jan. 19, 1993] 

MEDICALLY NEEDY INCOME STANDARD 

§ 435.811 Medically needy income 
standard: General requirements. 

(a) Except as provided in paragraph 
(d)(2) of this section, to determine eli-
gibility of medically needy individuals, 
a Medicaid agency must use a single in-
come standard under this subpart that 
meets the requirements of this section. 

(b) The income standard must take 
into account the number of persons in 
the assistance unit. Subject to the lim-
itations specified in paragraph (e) of 
this section. The standard may not di-
minish by an increase in the number of 
persons in the assistance unit. For ex-
ample, if the income level in the stand-
ard for an assistance unit of two is set 
at $400, the income level in the stand-
ard for an assistance unit of three may 
not be less than $400. 

(c) In States that do not use more re-
strictive requirements than SSI, the 
income standard must be set at an 
amount that is no lower than the low-
est income standards used under the 
cash assistance programs that are re-
lated to the State’s covered medically 
needy eligibility group or groups of in-
dividuals under § 435.301. The amount of 
the income standard is subject to the 
limitations specified in paragraph (e) 
of this section. 

(d) In States that use more restric-
tive requirements for aged, blind, and 
disabled individuals than SSI: 

(1) For all individuals except aged, 
blind, and disabled individuals, the in-
come standard must be set in accord-
ance with paragraph (c) of this section; 
and 

(2) For all aged, blind, and disabled 
individuals or any combination of 
these groups of individuals, the agency 
may establish a separate single medi-
cally needy income standard that is 
more restrictive than the single in-
come standard set under paragraph (c) 
of this section. However, the amount of 
the more restrictive separate standard 
for aged, blind, or disabled individuals 
must be no lower than the higher of 
the lowest categorically needy income 
standard currently applied under the 
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State’s more restrictive criteria under 
§ 435.121 or the medically needy income 
standard in effect under the State’s 
Medicaid plan on January 1, 1972. The 
amount of the income standard is sub-
ject to the limitations specified in 
paragraph (e) of this section. 

(e) The income standards specified in 
paragraphs (c) and (d) of this section 
must not exceed the maximum dollar 
amount of income allowed for purposes 
of FFP under § 435.1007. 

(f) The income standard may vary 
based on the variations between shelter 
costs in urban areas and rural areas. 

[58 FR 4932, Jan. 19, 1993] 

§ 435.814 Medically needy income 
standard: State plan requirements. 

The State plan must specify the in-
come standard for the covered medi-
cally needy groups. 

[58 FR 4933, Jan. 19, 1993] 

MEDICALLY NEEDY INCOME ELIGIBILITY 

§ 435.831 Income eligibility. 
The agency must determine income 

eligibility of medically needy individ-
uals in accordance with this section. 

(a) Budget periods. (1) The agency 
must use budget periods of not more 
than 6 months to compute income. The 
agency may use more than one budget 
period. 

(2) The agency may include in the 
budget period in which income is com-
puted all or part of the 3-month retro-
active period specified in § 435.914. The 
budget period can begin no earlier than 
the first month in the retroactive pe-
riod in which the individual received 
covered services. This provision applies 
to all medically needy individuals ex-
cept in groups for whom criteria more 
restrictive than that used in the SSI 
program apply. 

(3) If the agency elects to begin the 
first budget period for the medically 
needy in any month of the 3-month pe-
riod prior to the date of the application 
in which the applicant received covered 
services, this election applies to all 
medically needy groups. 

(b) Determining countable income. The 
agency must deduct the following 
amounts from income to determine the 
individual’s countable income. 

(1) For individuals under age 21 and 
caretaker relatives, the agency must 
deduct amounts that would be de-
ducted in determining eligibility under 
the State’s AFDC plan. 

(2) For aged, blind, or disabled indi-
viduals in States covering all SSI re-
cipients, the agency must deduct 
amounts that would be deducted in de-
termining eligibility under SSI. How-
ever, the agency must also deduct the 
highest amounts from income that 
would be deducted in determining eligi-
bility for optional State supplements if 
these supplements are paid to all indi-
viduals who are receiving SSI or would 
be eligible for SSI except for their in-
come. 

(3) For aged, blind, or disabled indi-
viduals in States using income require-
ments more restrictive than SSI, the 
agency must deduct amounts that are 
no more restrictive than those used 
under the Medicaid plan on January 1, 
1972 and no more liberal than those 
used in determining eligibility under 
SSI or an optional State supplement. 
However, the amounts must be at least 
the same as those that would be de-
ducted in determining eligibility, 
under § 435.121, of the categorically 
needy. 

(c) Eligibility based on countable in-
come. If countable income determined 
under paragraph (b) of this section is 
equal to or less than the applicable in-
come standard under § 435.814, the indi-
vidual or family is eligible for Med-
icaid. 

(d) Deduction of incurred medical ex-
penses. If countable income exceeds the 
income standard, the agency must de-
duct from income medical expenses in-
curred by the individual or family or 
financially responsible relatives that 
are not subject to payment by a third 
party. An expense is incurred on the 
date liability for the expense arises. 
The agency must determine deductible 
incurred expenses in accordance with 
paragraphs (e), (f), and (g) of this sec-
tion and deduct those expenses in ac-
cordance with paragraph (h) of this sec-
tion. 

(e) Determination of deductible incurred 
expenses: Required deductions based on 
kinds of services. Subject to the provi-
sions of paragraph (g), in determining 
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