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(b) Annuities, pensions, and retire-
ment and disability benefits include, 
but are not limited to, veterans’ com-
pensation and pensions, OASDI bene-
fits, railroad retirement benefits, and 
unemployment compensation. 

[43 FR 45218, Sept. 29, 1978. Redesignated at 
58 FR 4937, Jan. 19, 1993] 

§ 436.610 Assignment of rights to bene-
fits. 

(a) As a condition of eligibility, the 
agency must require legally able appli-
cants and recipients to: 

(1) Assign rights to the Medicaid 
agency to medical support and to pay-
ment for medical care from any third 
party; 

(2) Cooperate with the agency in es-
tablishing paternity and in obtaining 
medical support and payments, unless 
the individual establishes good cause 
for not cooperating, and except for in-
dividuals described in section 
1902(l)(1)(A) of the Act (poverty level 
pregnant women), who are exempt from 
cooperating in establishing paternity 
and obtaining medical support and pay-
ments from, or derived from, the father 
of the child born out of wedlock; and 

(3) Cooperate in identifying and pro-
viding information to assist the Med-
icaid agency in pursuing third parties 
who may be liable to pay for care and 
services under the plan, unless the in-
dividual establishes good cause for not 
cooperating. 

(b) The requirements for assignment 
of rights must be applied uniformly for 
all groups covered under the plan. 

(c) The requirements of paragraph (a) 
of this section for assignment of rights 
to medical support and other payments 
and cooperation in obtaining medical 
support and payments are effective for 
medical assistance furnished on or 
after October 1, 1984. The requirement 
for cooperation in identifying and pro-
viding information for pursuing liable 
third parties is effective for medical as-
sistance furnished on or after July 1, 
1986. 

[55 FR 48610, Nov. 21, 1990; 55 FR 52130, Dec. 
19, 1990, as amended at 58 FR 4908, Jan. 19, 
1993. Redesignated at 58 FR 4937, Jan. 19, 
1993] 

Subpart H [Reserved] 

Subpart I—Financial Requirements 
for the Medically Needy 

§ 436.800 Scope. 

This subpart prescribes financial re-
quirements for determining the eligi-
bility of medically needy individuals 
under subpart D of this part. 

MEDICALLY NEEDY INCOME STANDARD 

§ 436.811 Medically needy income 
standard: General requirements. 

(a) To determine eligibility of medi-
cally needy individuals, the agency 
must use a single income standard for 
all covered medically needy groups 
that meets the requirements of this 
section. 

(b) The income standard must take 
into account the number of persons in 
the assistance unit. The standard may 
not diminish by the number of persons 
in the unit (for example, if the income 
level in the standard for an assistance 
unit of two is set at $400, the income 
level in the standard for an assistance 
unit of three may not be less than 
$400). 

(c) The income standard must be set 
at an amount that is no lower than the 
lowest income standard used on or 
after January 1, 1966, to determine eli-
gibility under the cash assistance pro-
grams that are related to the State’s 
covered medically needy group or 
groups of individuals under § 436.301. 

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

[58 FR 4938, Jan. 19, 1993] 

§ 436.814 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 4938, Jan. 19, 1993] 

MEDICALLY NEEDY INCOME ELIGIBILITY 
AND LIABILITY FOR PAYMENT OF MED-
ICAL EXPENSES 

§ 436.831 Income eligibility. 

The agency must determine income 
eligibility of medically needy individ-
uals in accordance with this section. 
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(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 must 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 then 
the first month in the retroactive pe-
riod in which the individual received 
covered services. 

(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 application in 
which the applicant received covered 
services, this election applies to all 
medically needy groups. 

(b) Determining countable income. The 
agency must, to determine countable 
income, deduct amounts that would be 
deducted in determining eligibility 
under the State’s approved plan for 
OAA, AFDC, AB, APTD, or AABD. 

(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 § 436.814, the indi-
vidual is eligible for Medicaid. 

(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) of this section, 
in determining incurred medical ex-
penses to be deducted from income, the 
agency must include the following: 

(1) Expenses for Medicare and other 
health insurance premiums, and 
deductibles or coinsurance charges, in-
cluding enrollment fees, copayments, 

or deductibles imposed under § 447.51 or 
§ 447.53 of this chapter; 

(2) Expenses incurred by the indi-
vidual or family or financially respon-
sible relatives for necessary medical 
and remedial services that are recog-
nized under State law but not included 
in the plan; 

(3) Expenses incurred by the indi-
vidual or family or by financially re-
sponsible relatives for necessary med-
ical and remedial services that are in-
cluded in the plan, including those that 
exceed agency limitations on amount, 
duration or scope of services; 

(f) Determination of deductible incurred 
expenses: Required deductions based on 
the age of bills. Subject to the provi-
sions of paragraph (g) of this section, 
in determining incurred medical ex-
penses to be deducted from income, the 
agency must include the following: 

(1) For the first budget period or peri-
ods that include only months before 
the month of application for medical 
assistance, expenses incurred during 
such period or periods, whether paid or 
unpaid, to the extent that the expenses 
have not been deducted previously in 
establishing eligibility; 

(2) For the first prospective budget 
period that also includes any of the 3 
months before the month of applica-
tion for medical assistance, expenses 
incurred during such budget period, 
whether paid or unpaid, to the extent 
that the expenses have not been de-
ducted previously in establishing eligi-
bility; 

(3) For the first prospective budget 
period that includes none of the 
months preceding the month of appli-
cation, expenses incurred during such 
budget period and any of the 3 pre-
ceding months, whether paid or unpaid, 
to the extent that the expenses have 
not been deducted previously in estab-
lishing eligibility; 

(4) For any of the 3 months preceding 
the month of application that are not 
includable under paragraph (f)(2) of 
this section, expenses incurred in the 3- 
month period that were a current li-
ability of the individual in any such 
month for which a spenddown calcula-
tion is made and that had not been pre-
viously deducted from income in estab-
lishing eligibility for medical assist-
ance; 
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(5) Current payments (that is, pay-
ments made in the current budget pe-
riod) on other expenses incurred before 
the current budget period and not pre-
viously deducted from income in any 
budget period in establishing eligi-
bility for such period; and 

(6) If the individual’s eligibility for 
medical assistance was established in 
each such preceding period, expenses 
incurred before the current budget pe-
riod but not previously deducted from 
income, to the extent that such ex-
penses are unpaid and are: 

(i) Described in paragraphs (e)(1) 
through (e)(3) of this section; and 

(ii) Are carried over from the pre-
ceding budget period or periods because 
the individual had a spenddown liabil-
ity in each such preceding period that 
was met without deducting all such in-
curred, unpaid expenses. 

(g) Determination of deductible incurred 
medical expenses: Optional deductions. In 
determining incurred medical expenses 
to be deducted from income, the agen-
cy— 

(1) May include medical institutional 
expenses (other than expenses in acute 
care facilities) projected to the end of 
the budget period at the Medicaid re-
imbursement rate; 

(2) May, to the extent determined by 
the agency and specified in its ap-
proved plan, include expenses incurred 
earlier than the third month before the 
month of application; and 

(3) May set reasonable limits on the 
amount to be deducted for expenses 
specified in paragraphs (e)(1), (e)(2), 
and (g)(2) of this section. 

(h) Order of deduction. The agency 
must deduct incurred medical expenses 
that are deductible under paragraphs 
(e), (f), and (g) of this section, in the 
order prescribed under one of the fol-
lowing three options: 

(1) Type of service. Under this option, 
the agency deducts expenses in the fol-
lowing order based on type of service: 

(i) Cost-sharing expenses as specified 
in paragraph (e)(1) of this section. 

(ii) Services not included in the State 
plan as specified in paragraph (e)(2) of 
this section. 

(iii) Services included in the State 
plan as specified in paragraph (e)(3) of 
this section but that exceed agency 

limitations on amount, duration, or 
scope of services. 

(iv) Services included in the State 
plan as specified in paragraph (e)(3) of 
this section but that are within agency 
limitations on amount, duration, or 
scope of services. 

(2) Chronological order by service date. 
Under this option, the agency deducts 
expenses in chronological order by the 
date each service is furnished, or in the 
case of insurance premiums, coinsur-
ance, or deductibles charges the date 
such amounts are due. Expenses for 
services furnished on the same day 
may be deducted in any reasonable 
order established by the State. 

(3) Chronological order by bill submis-
sion date. Under this option, the agency 
deducts expenses in chronological 
order by the date each bill is submitted 
to the agency by the individual. If 
more than one bill is submitted at one 
time, the agency must deduct the bills 
from income in the order prescribed in 
either paragraph (h)(1) or (h)(2) of this 
section. 

(i) Eligibility based on incurred medical 
expenses. (1) Whether a State elects 
partial or full month coverage, an indi-
vidual who is expected to contribute a 
portion of his or her income toward the 
costs of institutional care or home and 
community-based services under 
§ 436.832 is eligible on the first day of 
the applicable budget (spenddown) pe-
riod— 

(i) If his or her spenddown liability is 
met after the first day of the budget 
period; and 

(ii) If beginning eligibility after the 
first day of the budget period makes 
the individual’s share of health care ex-
penses under § 436.832 greater than the 
individual’s contributable income de-
termined under this section. 

(2) At the end of the prospective pe-
riod specified in paragraph (f)(2) or 
(f)(3) of this section and any subse-
quent prospective period or, if earlier, 
when any significant change occurs, 
the agency must reconcile the pro-
jected amounts with the actual 
amounts incurred, or with changes in 
circumstances, to determine if the ad-
justed deduction of incurred expenses 
reduces income to the income stand-
ard. 
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(3) Except as provided in paragraph 
(i)(1) of this section, if agencies elect 
partial month coverage, an individual 
is eligible for Medicaid on the day that 
the deduction of incurred health care 
expenses (and of projected institutional 
expenses if the agency elects the option 
under paragraph (g)(1) of this section) 
reduces income to the income stand-
ard. 

(4) Except as provided in paragraph 
(i)(1) of this section, if agencies elect 
full month coverage, an individual is 
eligible on the first day of the month 
in which spenddown liability is met. 

(5) Expenses used to meet spenddown 
liability are not reimbursable under 
Medicaid. Therefore, to the extent nec-
essary to prevent the transfer of an in-
dividual’s spenddown liability to the 
Medicaid program, States must reduce 
the amount of provider charges that 
would otherwise be reimbursable under 
Medicaid. 

[59 FR 1674, Jan. 12, 1994] 

§ 436.832 Post-eligibility treatment of 
income of institutionalized individ-
uals: Application of patient income 
to the cost of care. 

(a) Basic rules. (1) The agency must 
reduce its payment to an institution, 
for services provided to an individual 
specified in paragraph (b) of this sec-
tion, by the amount that remains after 
deducting the amounts specified in 
paragraphs (c) and (d) of this section 
from the individual’s total income. 

(2) The individual’s income must be 
determined in accordance with para-
graph (e) of this section. 

(3) Medical expenses must be deter-
mined in accordance with paragraph (f) 
of this section. 

(b) Applicability. This section applies 
to medically needy individuals in med-
ical institutions and intermediate care 
facilities. 

(c) Required deductions. The agency 
must deduct the following amounts, in 
the following order, from the individ-
ual’s total income as determined under 
paragraph (e) of this section. Income 
that was disregarded in determining 
eligibility must be considered in this 
process. 

(1) Personal needs allowance. A per-
sonal needs allowance that is reason-
able in amount for clothing and other 

personal needs of the individual while 
in the institution. This protected per-
sonal needs allowance must be at 
least— 

(i) $30 a month for an aged, blind, or 
disabled individual, including a child 
applying for Medicaid on the basis of 
blindness or disability; 

(ii) $60 a month for an institutional-
ized couple if both spouses are aged, 
blind, or disabled and their income is 
considered available to each other in 
determining eligibility; and 

(iii) For other individuals, a reason-
able amount set by the agency, based 
on a reasonable difference in their per-
sonal needs from those of the aged, 
blind, or disabled. 

(2) Maintenance needs of spouse. 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 ex-
ceed the higher of— 

(i) The amount of the highest need 
standard for an individual without in-
come and resources under the State’s 
approved plan for OAA, AFDC, AB, 
APTD, or AABD; or 

(ii) The amount of the highest medi-
cally needy income standard for one 
person established under § 436.811. 

(3) Maintenance needs of family. For 
an individual with a family at home, 
an additional amount for the mainte-
nance 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 highest of the fol-
lowing need standards for a family of 
the same size: 

(A) The standard used to determine 
eligibility under the State’s Medicaid 
plan, as provided for in § 436.811. 

(B) The standard used to determine 
eligibility under the State’s approved 
AFDC plan. 

(4) Expenses not subject to third party 
payment. Amounts for incurred ex-
penses for medical or remedial care 
that are not subject to payment by a 
third party, including— 
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