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Exclude the following amount which is received either infrequently or irregularly:

The first $30 per calendar quarter of earned income; and
The first $60 per calendar quarter of unearned income.

The exclusion can apply to both earned and unearned income in the same month,
provided the total does not exceed the limits stated above. Thus, it is possible to exclude
as much as $90 in a quarter under this provision when applicable.

NOTES:

A single source of earned income is defined as an employer, trade or a
business.

A single source of unearned income is defined as an individual, a household, an
organization or an investment.

The exclusion is applicable to income received infrequently or irregularly by an
eligible, individual, eligible or ineligible spouse, ineligible parent(s) and ineligible
children.

The dollar amount of the exclusion does not increase, even if both an eligible
individual and spouse (eligible or ineligible) have infrequent or irregular income.
Effective September 8, 2006, if an individual begins receiving a recurring
payment (like a Social Security check) in the third month of a quarter, the
payment does not meet the definition of infrequent because it will be received
in the following month, even though the following month is in another quarter.
The same would be true if the recurring payment ended in the first month of a
quarter but had been received in the prior month in another quarter.

If someone receives UNEARNED And... Then its
income ... receipt is...
No more than once in a calendar Received the same type of income in the | Not
quarter from a single source month preceding or following that month | Infrequent
even if it is in another calendar
quarter
No more than once in a calendar Did not receive the same type of Infrequent
quarter from a single source income in the month preceding or

following that month, but in a separate
calendar quarter
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If someone receives UNEARNED And... Then its
income ... receipt is...
No more than once in a calendar It is the same type of income in each Infrequent
quarter from each of several sources | instance
More than once in a calendar It is a different type of income in each Infrequent
quarter from the same source instance
More than once in a calendar It is the same type of income in each Not
quarter from the same source instance Infrequent
Any number of times in a calendar The individual could not reasonably Irregular
quarter have expected or budgeted for it
Any number of times in a calendar The individual could reasonably have Not
quarter expected or budgeted for it (even if the Irregular

individual did not know the exact

amount)
If someone receives EARNED income... Then its

receipt is...

No more than once in a calendar quarter from a single source or from each of Infrequent
several sources, and did not receive the same type of income in the month
immediately preceding or following in a different calendar quarter
No more than once in a calendar quarter from a single source or from each of | Not
several sources and received the same type of income in the month immediately | Infrequent
preceding or following even if in a different quarter
More than once in a calendar quarter from a single source or from several Not
sources Infrequent
Any number of times in a calendar quarter and the individual could not have Irregular
reasonably expected or budgeted for it
Any number of times in a calendar quarter and the individual could reasonably Not Irregular
have expected or budgeted for it (even if the exact amount was unknown)

Example: Mr. Jones receives $500 rent in October each year for land he rents to a local
farmer. The money meets the definition of infrequent in that it is received only once
during a calendar quarter from a single source and Mr. Jones did not receive
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rental income in the month immediately preceding or immediately subsequent to
October; therefore, the first $60 is excluded, and $440 is counted as unearned income
in the month received.

Medicaid Income Computation

In post-eligibility budgeting to determine Medicaid Income, recurring infrequent income,
such as the annual land rental payment in the example above, is averaged over the
period the income is intended to cover if the client is income-eligible in the month the
payment is received without averaging. Refer to the Institutionalization chapter for more
information.

200A.04.03 PLAN FOR ACHIEVING SELF-SUPPORT (PASS) INCOME EXCLUSION

The Social Security Act permits the exclusion of income and resources of a person
who is blind or disabled if the person needs such income to fulfill a Plan for Achieving
Self-Support under an approved plan. This exclusion applies to a blind or disabled
individual under age 65, or age 65 or older if the individual was receiving SSI,
disability or blind payments, for the month before he became age 65.

The income of a blind or disabled recipient, whether earned or unearned, may be
excluded under an approved PASS when the income is set aside for a planned
expenditure determined necessary to achieve the individual’s occupational objective.

To be eligible for this income exclusion for Medicaid, the individual plan must be
submitted to state office for approval. The plan submitted must:

e Include the objective and time period for achieving it;

e Include the amount of money involved; and

e Be currently in use by the individual.

NOTE: With the implementation of the Working Disabled Program with higher income
and resource limits, PASS income and resource exclusions are rare.
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200A.05 EARNED INCOME EXCLUSIONS

While the source and amount of all earned income must be determined, not all earned
income counts when determining Medicaid eligibility.  First, any earned income excluded
by federal law must be disregarded. Then the applicable income exclusions discussed
in this section are applied in the following order to the rest of the earned income in
the month:
e Earned income tax credit payments (EITC) and child tax credit (CTC) payments
e Up to $30 of earned income in a calendar quarter if it is infrequent or irregular
e Student Earned Income Exclusion (SEIE)
e Any portion of the $50/$20 general income exclusion which has not been
excluded from unearned income in that same month
e $65 of earned income in a month (applied only once to a couple, even when
both members, whether eligible or ineligible, have earned income)
e Earned income of disabled individuals used to pay impairment-related expenses
(IRWE)
e One-half of the remaining earned income in a month
e Earned income of blind individuals used to meet work needs (BWE)
e Any earned income used to fulfill an approved plan to achieve self-support
(PASS)

An unused earned income exclusion is never applied to unearned income and cannot
be carried over for use in subsequent months.

NOTE: Income exclusions are not applicable in long term care budgeting. For
individuals applying for long term care, the total income received in a month is
counted as income in each month for which eligibility is being determined. For
a full discussion, refer to the Institutionalization chapter.

200A.05.01 EARNED INCOME TAX CREDIT (EITC) AND CHILD TAX CREDIT (CTC)
PAYMENTS

These special tax credits are available to certain low income working taxpayers. The
EITC reduces the federal tax liability and results in a payment to the taxpayer, either
as advance from the employer or a refund from IRS. The CTC is a special refundable
federal tax credit that is available to parents, stepparents, grandparents and foster
parents and provides a refund to individuals even if they do not owe any tax. There is
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no advance payment with the CTC. Exclude EITC received either as an advance or as a
refund and CTC refund payments from income.

200A.05.02 STUDENT EARNED INCOME EXCLUSION (SEIE)

Effective April 1, 2005, the Student Earned Income Exclusion was extended to all
individuals who are working students under the age of 22, not just those who meet the
SSI definition of a child. The SEIE will apply to earnings deemed from an ineligible
spouse or parent(s) and it will apply to the joint earned income of eligible couples
when both members are under age 22 and are working students. The SEIE allows an
individual under age 22 and regularly attending school to have earnings up to a
monthly maximum, but not more than an annual maximum. The monthly and yearly
limits are adjusted annually based on cost-of-living index increases, if applicable. The
monthly and yearly maximum exclusion amounts are located in the Appendix, entitled
Student Earned Income Exclusion Chart.

Qualifying for the SEIE Effective April 1, 2005

To qualify for this exclusion, the individual must be:
e Under age 22 and
e A student regularly attending school

This exclusion may apply to an eligible or ineligible:
e Individual
e Child
e Spouse or
e Parent(s)

Application of the Exclusion
Apply the exclusion as follows:

e Consecutively to months in which there is earned income until the maximum
yearly exclusion is exhausted or the individual is no longer a student under
age 22; and

e Only to a student’s own earned income

e Before applying any portion of the general income exclusion which has not
been deducted from unearned income and before applying the $65 plus one-
half of the remaining income.
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Example: Jim Thayer, a 20-year-old student, takes a summer job doing computer
programming. He had no prior earnings during the year, and he has no unearned
income. He earns $2000 in June, July and August 2010. His countable income is
computed as follows for these months:

$2000 Gross Earnings

-1640 Student Exclusion

360

- 50 General Income Exclusion
310

- 65 Earned Income Exclusion
245

-122.50 One-Half Remainder
$122.50 Countable Income

Jim has used $4920 of his $6600 student earned income exclusion ($1640 for June,
July and August). He has $1680 left to be excluded over the remaining calendar year
should he have other earned income through December of 2010.

200A.05.03 $65 PLUS ONE-HALF REMAINDER EARNED INCOME EXCLUSION

$65 per month of earned income plus one-half of the remaining earned income in the
month is excluded in the order listed in 200A.05 above.

200A.05.04 IMPAIRMENT-RELATED WORK EXPENSES (IRWE) EXCLUSION

IRWE expenses are for items or services which are directly related to enabling a
person with a disability (other than blindness) to work and which are necessarily
incurred by that individual because of a physical or mental impairment.

Any earned income of a person who is disabled (but not blind) that is used to meet
any reasonable, non-reimbursable impairment-related work expenses is not counted.
The IRWE exclusion may be applied to the earnings of a disabled person who is under
age 65 or is age 65 or older and received SSI and Medicaid or a disability payment
for the month prior to attaining age 65.
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The IRWE exclusion applies only to earned income.  The exclusion is deducted after
applying any portion of the general income exclusion which has not been deducted
from unearned income and the $65 earned income exclusion and immediately before
deducting one-half of the remaining earned income.

NOTE: Before applying the IRWE exclusion, obtain clearance from state office.

200A.05.05 BLIND WORK EXPENSES (BWE) EXCLUSION

BWE represent any earned income of a blind person which is used to meet any
expenses reasonably attributable to earning the income.

Exclude BWE from earned income if the blind person is under age 65 or is age 65 or
older and received SSI and Medicaid or disability payments for the month before
attaining age 65.

The BWE exclusion applies to earned income only. The exclusion is deducted after
applying any portion of the general income exclusion not deducted from unearned
income and all other applicable earned income exclusions except the PASS exclusion.

NOTE: Before applying the BWE exclusion, obtain clearance from state office.

200A.06 UNEARNED INCOME - GENERAL

Unearned income is all income that is not earned income. The monthly amount of any
unearned income must be determined and verified for all applicants and recipients,
except in cases where ineligibility results from another factor of eligibility. Verification
of unearned income will normally be by documentation from the source of the
unearned income. Another means of verification may be used only if the source and
amount of unearned income can be clearly established. The case record will clearly
show the method and particulars of the verification used to establish the unearned
income.
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200A.06.01 WHEN TO COUNT UNEARNED INCOME

Unearned income is counted as income in the earliest month it is:
e Received by the individual.
e Credited to the individual’s account.
e Set aside for the individual’s use.

NOTE: To determine when to count retroactive RSDI benefits, refer to 200A.07.02.
200A.06.02 UNEARNED INCOME EXCLUSIONS

An exclusion is an amount of income that does not count in determining eligibility and
payment amount. Except for the $50/$20 general exclusion, no unused unearned
income exclusion may be applied to earned income.

200A.06.03 EXPENSES OF OBTAINING INCOME

The amount of unearned income which must be counted in determining eligibility for
Medicaid is the gross amount due the client; however, the gross amount of unearned
income may be reduced by certain expenses that are an essential factor in obtaining a
particular payment(s). Therefore, unearned income does not include that part of a
payment that is for an essential expense incurred in getting the payment. For example:
e From a payment received for damages in connection with an accident, subtract
legal, medical and other expenses connected with the accident.
e From a retroactive check from a benefit program other than SSI, subtract legal
fees connected with that claim.

The following fees are considered essential to obtaining income and are allowed as
deductions:

e Document Fees — A fee to acquire documentation to establish that an individual
has a right to certain income is an essential expense and reduces the amount
of unearned income which is countable.  Examples include fees for obtaining
birth or death certificates, legal papers, medical examinations, filing fees, etc.

e Guardianship Fees — A guardianship fee is an essential expense only if the
presence of a guardian is a requirement for receiving the income.
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Deducting Allowable Expenses
Use the following criteria when deducting expenses essential to obtaining the unearned
income:

e Expenses are deducted from the first and any subsequent amount(s) of related
income until the expense is completely offset.

e Excludable expenses can be offset against the income when it is actually or
constructively received.

e Allow any verified expenses which were paid by the recipient prior to the receipt
of the income (e.g., a partial payment to an attorney made from an individual’s
savings account) as long as they are essential to obtaining the income.

e Proof of having incurred the expense (bills, canceled checks, money orders, etc.)
is required. If an expense has been incurred, but not paid, assume the individual will
pay the expense.

The remainder is unearned income subject to the general rules pertaining to
income and income exclusions.

200A.06.04 OVERPAYMENT RECOVERY

Unearned income includes that part of a benefit that has been withheld to recover a
previous overpayment. However, the amount withheld to reduce a prior overpayment is
not included as income if double counting would result. Double counting (counting the
unearned income twice) would result if:

e The individual received both SSI and the other benefit (or deemed income using
the other benefit) at the time the overpayment of the other benefit occurred;
and

e The overpaid amount was included in figuring the SSI payment (and resulting
Medicaid eligibility) at the time.

This policy applies to the following types of benefits:
e Annuities and pensions
e Retirement or disability benefits (including veteran’s pensions and compensation)
e Workers’ Compensation
e Social Security benefits
e Railroad Retirement benefits
e Unemployment benefits
e Black Lung benefits
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Overpayment means “overpayment as defined by the entity paying the benefit” and
may include overpayments made to someone other than the person whose benefits are
withheld.

Example: Joe Jones started receiving RSDI benefits and SSI in January 2010. His SSI
terminated in December 2010. In January 2011, he received a notice explaining that he
was overpaid $150 in RSDI benefits from April 2010 through August 2010 and $30 will
be withheld from his RSDI benefit from March 2011 through July 2011 to recover the
overpayment. Since the overpaid amount was used to determine his SSI payment from
April 2010 through August 2010, the $30 a month overpayment recovery is not
included in the determination of his countable unearned income for March through July
2011.

Do not apply this exception if the individual was determined ineligible for SSI based on
countable income that included the overpayment and no SSI payment was received for the
months the overpayment occurred.

200A.06.05 GARNISHMENT OR OTHER WITHHOLDING

Unearned income includes amounts withheld because of a garnishment or to make
certain other payments (such as Medicare premiums).

Unearned income includes amounts withheld whether the withholding is:
e Purely voluntary;
e To repay a debt; or
e To meet a legal obligation.

NOTE: This policy does not apply to amounts withheld to pay the expenses of
obtaining the income since such amounts are not income.
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The following are types of items for which amounts may be withheld,
but the withheld amounts are considered income received:

Federal, State or Local Income Taxes Life or Health Insurance Premiums
Supplementary Medical Insurance (SMI) —

Medicare Part B Union Dues

Loan Payments Garnishments

Child Support Bank Service Charges

Return of Money Previously Deducted

If any of the types of deductions listed above are later returned to the individual by the
original source, agency or organization which received the deduction (e.g., refund of
Medicare premiums), the refunded amounts cannot again be income.

However, refunded amounts can be available resources when received and would be
counted if retained into the following month.

200A.06.06 PAYMENTS IN FOREIGN CURRENCY

Occasionally, an individual receives income tendered in a monetary unit other than US
dollars. This usually will be in the form of a check or a direct deposit to a bank.
The US dollar value of a payment made in foreign currency, less expenses, is income.

Foreign currency payments are counted as income when received unless the individual
can establish that the payment was received too late in the month for conversion prior
to the following month. Use a check or documents in the individual’s possession to
verify receipt of a foreign payment and the amount in foreign currency. If the payment is
made directly to a bank, the bank may provide a statement of the amount received.

Verify the exchange rate for conversion of the foreign currency into US dollars using a
receipt for the individual’s last exchange or a telephone call to a local bank or
currency exchange. Use the established exchange rate until the next redetermination
or until a change is reported/verified.
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200A.06.07 DEEMED INCOME

Deemed income is unearned income attributed to an applicant or recipient for
Medicaid eligibility from an ineligible spouse or parent. Deeming only applies in
household situations. There is no deeming of income in any month of
institutionalization and deemed income is not used in determining Medicaid Income. A
discussion of the deeming process is found later in this chapter.

200A.06.08 INCOME BASED ON NEED (IBON)

Income based on need is assistance which is:
e Provided under a program which uses income as a factor eligibility; and
e Funded wholly or partially by the federal government or a nongovernmental
agency (e.g., Catholic Charities or Salvation Army) for the purpose of meeting
basic needs.

IBON is unearned income that is not subject to the $50/$20 general exclusion. If
received by a client, IBON is counted in its entirety. However, if IBON is received by an
ineligible spouse, parent or child, it is not deemed to a client. Refer to the discussion
of deemed income later in this chapter.

200A.06.09 ASSISTANCE BASED ON NEED (ABON)

Assistance based on need is assistance which is:
e Provided under a program which uses income as a factor of eligibility; and
e Funded wholly by a state, a political subdivision of a state or a combination of
such jurisdictions.

Assistance based on need is excluded from income. If a program uses income to
determine payment amount, but not eligibility, it is not ABON, e.g., some crime victim
compensation programs.
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200A.07 SOURCES AND TREATMENT OF UNEARNED INCOME

The following sections list different sources of unearned income and how they are
treated in the eligibility process.

200A.07.01 ANNUITIES, PENSIONS, RETIREMENT AND DISABILITY PAYMENTS

An annuity is a sum paid yearly or at other specific times in return for the payment of
a fixed sum. Annuities may be purchased by an individual or by an employer.

Pensions and retirement benefits are payments to a worker following retirement from
employment. These payments may be paid directly by a former employer, by a trust
fund, an insurance company or other entity.

Disability benefits are payments made because of injury or disability.

Annuities, pensions, retirement benefits and disability benefits are counted as unearned
income. One exception is certain accident disability benefits paid within the first 6
months after the month an employee last worked are treated as earned income. Refer
to the Earned Income section for the discussion of these benefits.

Verify the source, type, amount and frequency of these payments by award letters,
other documents in the individual’s possession or contact with the organization making
the payment.

200A.07.02 TITLE II/RETIREMENT, SURVIVORS AND DISABILITY INSURANCE (RSDI

Retirement, Survivors and Disability Insurance monthly benefits are counted as
unearned income. Special age 72 benefits, also known as Prouty benefits, are also
counted as unearned income.

The amount of Title II is determined based on the following factors:

e The amount of premiums deducted from RSDI for the optional Supplemental
Medical Insurance (SMI) premium under Medicare or Medicare Part D is unearned
income. Refunded SMI/Medicare Part D premiums are not income.

e The Title II benefit payable to the beneficiary is rounded at different points in
the computation process by SSA. When verifying Title II benefits through
BENDEX, charge as income the amount of Title II shown as the “Net Monthly
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Benefit Amount”. This is the amount of the benefit after rounding, but before
the Medicare premium is deducted.

e When using SVES to verify Title II benefits, the Gross Benefit Amount payable
prior to the state buy-in of the Part B premium is less than the benefit payable
after state buy-in occurs. To account for this difference for applicants, the
“Gross” amount shown on the SVES must be rounded up to the nearest dollar
to determine the amount of Title II to count as income prior to state buy-in.

Example: If the “Gross Benefit Amount” shows $677.10 at the time of application,
round up to $678.
Exceptions to rounding:
o Rounding does not apply to Prouty benefits. The gross benefit shown is
the amount counted as income for all J1 or K1 beneficiaries.
o If a monthly benefit payment has been reduced because of a Workers’
Compensation offset, the net amount of the benefit received (plus any
SMI, Medicare Part D premium withheld) is unearned income. A Title II
benefit is reduced dollar for dollar in the amount of any monthly
Workers’" Compensation paid.

e Overpayments recovered from SSA benefits are included unless the overpayment
occurred when the person was receiving SSI, and the overpaid amount was
included at that time. In this instance, the amount deducted for an overpayment
is not included in calculating countable Title II income.

e Refund of recovered monies based on a waiver approval is not income if the
money was previously withheld to recover a Title II overpayment, both SSI and
Title II benefits were received at the time of the overpayment and the
overpaid amount was included in figuring the SSI payment at that time.

e If a monthly Title II benefit payment has been reduced because of a
garnishment, the gross amount of the benefit received (plus any SMI premium
withheld) is counted as unearned income.
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200A.07.02A WHEN TO COUNT RETROACTIVE RSDI BENEFITS

Retroactive RSDI benefits, whether paid in one lump sum or by installment, are treated
as unearned income in the month payment is received, with the following exceptions:

e Retroactive RSDI benefits must be paid in installments when paid to
representative payees of persons who are eligible because of Drug Addiction or
Alcoholism (DAA). The total of retroactive RSDI benefits paid in installments is
treated as if paid in a lump sum in the usual manner. The total of such
benefits paid in installments is considered unearned income in the month in
which the first installment is made.

e Retroactive RSDI benefits paid for a month for which a person also received an
SSI payment (i.e., an offset month) have been reduced by an amount equal to
the amount of SSI that would not have been paid had the RSDI benefits been
paid when due. The balance of these retroactive RSDI benefits are considered
income not when received, but rather in the month regularly due. The award
letter issued to the recipient will specify the offset amount. Any payment over
and above this amount is income in the month received.

NOTE: Retroactive RSDI benefits paid for periods outside of an offset period are
not subject to reduction and are considered income when received.

e In certain situations, SSA will agree at the recipient’s request to pay by
installment retroactive RSDI benefits that would otherwise be paid in one lump
sum. In such cases, the total of retroactive RSDI benefits (except for amounts
considered paid in a windfall offset as discussed above) is counted as unearned
income in the month the benefits were set aside for the person’s use.

Resource Exclusion for Retroactive Payments
Retroactive SSI benefits are SSI benefits issued in any month after the calendar month

for which they are paid. SSI benefits for January that are issued in February are
retroactive. Retroactive RSDI benefits are those issued in any month that is more than
a month after the calendar month for which they are paid. RSDI benefits for January
that are issued in February are not retroactive; howeve