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Appendix 1.1: Comparison of Income and Household Calculation Methods for Medicaid and SNAP
In 2014, Medicaid will use a new methodology for calculating income — called Modified Adjusted Gross Income, or MAGI — in determining eligibility
for most people and will keep existing rules for specific categories of coverage such as those serving the aged, blind, and disabled populations. This
appendix highlights key differences in how SNAP and MAGI will count income and calculate household size for eligibility determinations

Comparison of Medicaid and SNAP Income Sources
Under Medicaid today, the treatment of income depends on the category under which an individual becomes eligible for the program. States also
have flexibility to disregard certain income and deduct certain expenses, which has led to significant state-by-state variation in Medicaid income
counting methodologies. By contrast, under the new methodology, the treatment of income will be standardized across eligibility categories as well as
across states. It will be based on MAGI, which is adjusted gross income (AGI) as determined under the tax code, plus social security benefits and any
foreign income or tax-exempt interest that a taxpayer receives.10 AGI includes earned income such as wages, salary, tips, and gratuities, and unearned
income such as unemployment, interest, dividends, rents, and royalties.
SNAP also counts all earned income (before payroll taxes and pre-tax benefits are deducted) from all household members and sources, as well as
unearned income. Generally, however, SNAP income determination includes more income sources — making it more likely that SNAP beneficiaries will
qualify for Medicaid after states expand Medicaid eligibility.
The table below compares how various sources of income are counted in Medicaid today and under the MAGI methodology, and under SNAP.
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Income Sources

Current Medicaid

Medicaid Using MAGI

SNAP Gross Income11

Earned Income:
General Rule

Mostly Included.
Includes all wages and salary of an
employee, income from self employment.

Mostly Included.
Includes all wages and salary of an
employee, income from self employment.
Major exceptions of earned income excluded
from adjusted gross income are listed below
and include certain fringe benefits and
various cafeteria plan benefits.

Mostly Included.
Includes all wages and salary of an
employee, income from self employment,
training allowances from vocational and
rehabilitative services programs recognized
by the state or federal government.

MAGI disregards 5 percentage points off the
poverty line in determining income and does
not allow for any other income disregards.

Includes deduction of 20% of earnings.

C o n s i d e r s all revenues. E x c l u d e s o r
a d j u s t s for various business expenses,
including but not limited to depreciation,
business-related travel and entertainment
expenses (up to a limit), purchase of capital
equipment, employee pay, interest
payments, and business use of a personal
home. If deductions exceed income, losses
can be used to offset other business income,
up to a limit.

I n c l u d e s all revenues, any gains from the
sale of any capital good or equipment,
payment from a roomer or boarder averaged
over the whole year.

Medicaid disregards the first $90 of
earned income and, in some cases, $30
plus one-third of the earned income not
already disregarded.
States can disregard additional income
sources or deduct additional expenses.
Self-employment

I n c l u d e s all revenues and allows for
deduction of some business expenses..
Business losses are not offset against
other income.

E x c l u d e s the costs in producing the
income. However, costs do not include items
such as losses from previous periods, money
set aside for retirements, personal expenses
such as transportation to and from work and
depreciation.12 13

11 States have the option to exclude income that is excluded under their TANF or family-based Medicaid (SSA sec.1931) programs. Some of the basic categories are
still required, but there is opportunity for alignment.
12

7 CFR § 273.11

States have the option to simplify self-employment income determination for SNAP by developing a method to calculate the cost of doing business and using a flat
percentage, a figure based on average costs, or some other method. (AL, CA, DE, GA, ID, IN, KS, MD, MI, OK, OR, SC, SD, UT, WA, and WY use this option as of 2009,
according to Food and Nutrition Services.
13
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Income Sources

Current Medicaid

Medicaid Using MAGI

SNAP Gross Income11

Income used for
various pre-tax
benefits funded by
an employee’s
elective salary
reduction (such as
flex-spending
plans)

I n c l u d e s all earned income before
voluntary pre-tax benefits are deducted
for employer-provided benefits.

Does not include (with some limits)
employer contributions to employee benefits
made pursuant to salary reduction
agreements between the employer and the
employee in which the employee agrees to
contribute a portion of his or her salary on a
pre-tax basis to pay for the qualified benefits.
Salary reduction contributions are not
actually or constructively received by the
employee. Therefore, those contributions are
not considered wages for that employee for
federal income tax purposes.

I n c l u d e s all earned income before voluntary
pre-tax benefits are deducted for employerprovided benefits.

Unearned
Income:
(General Rule)

M o s t l y i n c l u d e d . Exceptions are
noted below.

O f t e n e x c l u d e d o r a d j u s t e d . Examples
of unearned income that are excluded from
adjusted gross income are listed below.
In general, any interest received or credited
to an account that can be withdrawn is
counted as income for tax purposes. Some
interest, however, is non-taxable, such as
interest from state or municipal bonds,
interest on savings bonds used for
educational purposes, and interest from
exempt-interest dividends.

M o s t l y i n c l u d e d . Exceptions include
many benefits not in the form of money
payable to the households, including in-kind
and certain vendor payments such as public
assistance vendor payments for child care,
medical and energy assistance; HUD, state or
local housing authority payments; third-party
payments on behalf of a household using
funds not owed the household; many kinds
of educational assistance (loans,
scholarships, and grants, though the rules
are complex); and other loans due in at least
60 days.

Social Security and
equivalent Tier 1
railroad benefits

Included.

Included.

Included.

Need-based
assistance
payments that are
partially or fully
federally funded
(includes the major
benefit programs)

Depends.
States have the option to include or
exclude assistance such as housing
assistance.

Excluded.

Included.
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Income Sources

Current Medicaid

Medicaid Using MAGI

SNAP Gross Income11

Child Support
received

Included.
The first $50 per month is disregarded.

Excluded.

Included.

Veterans’ benefits

Included.

E x c l u d e d . Does not include in income any
veterans' benefits paid under any law,
regulation, or administrative practice
administered by the Department of Veterans
Affairs (VA). (IRS Pub. 525)

I n c l u d e d (as unearned income).

One-time payment
of a personal injury
award

Included.
To the extent it is not earmarked and
used for the purpose for which it is paid,
e.g., monies for back medical bills
resulting from accidents or injury, funeral
and burial costs, replacement or repair of
resources, etc.

Excluded.

Excluded.

Income tax refunds

E x c l u d e d . Considered a resource.

E x c l u d e d (with very minor exceptions)..
Refunds of state income taxes are included
in income if a filer itemized deductions in the
previous tax year and deducted their state
income taxes. Most low-income people
itemize only if they own homes or have large
medical expenses.

Excluded.

Earned Income Tax
Credit

Excluded.

Excluded.

Excluded.
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Income Sources

Current Medicaid

Medicaid Using MAGI

SNAP Gross Income11

Workers’
Compensation

Mostly included (some exceptions).
Amounts received for wage replacement
are included. Amounts earmarked and
used for the purpose for which it is paid,
e.g., monies for back medical bills
resulting from accidents or injury, funeral
and burial costs, replacement or repair of
resources, etc. are excluded.

M o s t l y e x c l u d e d . Amounts received as
workers' compensation for an occupational
sickness or injury are fully exempt from tax if
they are paid under a workers' compensation
act or a statute in the nature of a workers'
compensation act. The exemption also
applies to survivors of someone receiving
workers’ comp. Exemption does not apply to
retirement plan benefits received based on
age, length of service, or prior contributions
to the plan, even if retired because of an
occupational sickness or injury (26 USC
104).

Included.

Nonrecurring Gifts

Included.
Large gifts and inheritances are treated
as lump sum income in the month
received.

Mostly Excluded.

Excluded.

Student aid

Excluded.

Excluded.

Excluded.

Work study

Excluded.

Excluded.

E x c l u d e d , under most circumstances.

Foster care
payments

Excluded.

E x c l u d e d for foster care providers,
payments received from a state, political
subdivision, or a qualified foster care
placement agency for providing care to
qualified foster individuals in your home
generally are not included in income.
However, must include in income payments
received for the care of more than five
individuals age 19 or older and certain
difficulty-of-care payments. (IRS Pub. 17)

E x c l u d e d if child is considered a boarder
and excluded from the household, unless
household includes child as member, in
which case payments are included.
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Determining Household Size Under the MAGI Methodology
Currently under Medicaid, a state determines family size and income based on family relationships and the legal liability of household members for
each other.
Under the new MAGI methodology, each Medicaid applicant will be assigned a household size based on his/her relationship with other members of
the household and whether he/she is a taxpayer, a tax dependent, or someone who neither files taxes nor is claimed as a tax dependent. Individuals
within a household could be assigned a household size that is different from each other. Generally, Medicaid will group spouses, parents, step-parents
and children in determining household size for individuals. Additionally, the household of a tax filer who is not claimed as tax dependent by anyone else
will include the tax filer and his/her tax dependents. Pregnant women are counted as two household members when calculating financial eligibility for
the pregnant woman herself, but when determining the eligibility of other household members, states have the option of calculating the pregnant
woman as either one or two individuals in determining the household’s size. The specific rules for determining an individual’s household size are as
follows:
 I n d i v i d u a l s w h o a r e t a x f i l e r s : The household includes the tax filer and tax dependents.
 I n d i v i d u a l s w h o a r e c l a i m e d a s a d e p e n d e n t o n a n o t h e r p e r s o n ’ s t a x r e t u r n : In most circumstances, if the dependent is the child
or spouse of the taxpayer and lives with the taxpayer, the household is the household of the taxpayer claiming the individual. Exceptions apply to
the following circumstances:
a. Dependent who is not a child or spouse of the taxpayer;
b. Child dependent who is living with both parents but parents are unmarried; or
c. Child dependent who is claimed by a non-custodial parent.
For dependents who fall under one of these three circumstances, the rule for non-filers applies.
 I n d i v i d u a l s w h o n e i t h e r f i l e a t a x r e t u r n n o r a r e c l a i m e d a s a t a x d e p e n d e n t : If the individual is an adult, the household includes
the individual and if living with them, the individual’s spouse and minor children (aged 19 or 21, at state option). If the individual is a child, then
the household includes the individual plus the parents and siblings living with the child.
There are other rules that interact with the rules above. For example, for married couples living together, each spouse will always be included in the
household of the other spouse regardless of how they file taxes (using a joint return or as married filing separately). Also, pregnant women are counted
as herself plus the number of babies she is expected.
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In addition, there are state options that will affect the number of people assigned to a person’s household, such as how a pregnant woman is
counted towards the household of family members living with her, and the treatment of students who are not claimed as a tax dependent. h The
following scenarios illustrate how to construct MAGI households under various circumstances:
Scenario 1:
- John and Jane are married and have 2 children together, Peter and Mary.
- John and Jane file jointly and claim both children.
- The household for size for all individuals is 4.

Scenario 2:
- John and Jane are married and have 2 children together, Peter and Mary. Jane
is pregnant.
- John and Jane file jointly and claim both children.
- The household size for John, Peter, and Mary is 4.
- The household size for Jane is 5

Scenario 3:
- John and Jane live together and are the parents of 2 children, Peter and Mary.
John and Jane are not married.
- John is a taxpayer, and claims Jane, Peter and Mary as dependents.
- The household size for John, Peter and Mary is 4.
- The household size for Jane is 3

John
Jane

John
ü
ü

Peter
Mary

ü
ü

Counted in HH
Jane
Peter
ü
ü
ü
ü
ü
ü

ü
ü

HH Size
Mary
ü
ü

4
4

ü
ü

4
4

Counted in HH

HH Size

Jane
ü

Peter
ü

Mary
ü

Fetus

John

John
ü

Jane
Peter
Mary

ü
ü
ü

ü
ü
ü

ü
ü
ü

ü
ü
ü

ü

John
Jane
Peter
Mary

John
ü
ü
ü

Counted in HH
Jane
Peter
ü
ü
ü
ü
ü
ü
ü

ü

4

Mary
ü
ü
ü
ü

5
4
4

HH Size
4
3
4
4
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Scenario 4:
- John and Jane are not married but live together with 2 children, Peter and Mary.
Peter is John’s child. Mary is both John and Jane’s child.
- John and Jane file taxes separately. John claims Peter and Mary.
- The household size for John and Peter is 3.
- The household size for Mary is 4.
- The household size for Jane is 1.

Scenario 5:
- John and Jane are married and live together with 2 children, Peter and Mary.
Peter is Jane’s child. Mary is both John and Jane’s child.
- John and Jane file taxes together and claim Mary. Peter is claimed as a
dependent by his non-custodial father.
- The household size for John, Jane and Mary is 3.
- The household size for Peter is 4.

Scenario 6:
- John and Jane are not married and live together with 2 children, Peter and Mary.
Peter is Jane’s child. Mary is both John and Jane’s child.
- John files taxes and claims Jane and Mary as dependents. Peter is claimed as a
dependent by his non-custodial father.
- The household size for John, Jane, Mary and Peter is 3.

Scenario 7:
- Jane lives with her mother, Rose, and her daughter, Mary.
- Jane supports both of them and claims them as dependents on her tax return.
- The household size for Jane and Mary is 3.
- The household size for Rose is 1.

Module 1: Eligibility Process

John
Jane
Peter
Mary

John
ü
ü
ü

Counted in HH
Jane
Peter
ü
ü

Counted in HH
Jane
Peter
ü

John
Jane
Peter

ü
ü

ü
ü

Mary

ü

ü

John
Jane
Peter
Mary

John
ü

ü

ü
ü

ü

John
ü

Mary
ü
ü
ü

Mary
ü

ü

Counted in HH
Jane
Peter
ü
ü
ü
ü
ü

3
1
3
4

HH Size
3

ü
ü

3
4

ü

3

Mary
ü
ü

ü

HH Size

ü
ü

Counted in HH
Jane

Mary

Rose

Rose
ü

Jane
Mary

ü
ü

ü
ü

ü
ü

HH Size
3
3
3
3

HH Size
1
3
3
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Scenario 8:
- Jane lives with her mother, Rose, and her daughter, Mary.
- Rose and Jane each file taxes. Jane claims Mary as a dependent.
- The household size for Jane and Mary is 2.
- The household size for Rose is 1.

Module 1: Eligibility Process

Rose
Jane

Rose
ü

Mary

Scenario 9:
- Rose lives with and supports her daughter, Jane, and her granddaughter, Mary.
- Rose files taxes and claims both Jane and Mary as dependents.
- The household size for Rose and Jane is 3.
- The household size for Mary is 2.

Rose
Jane
Mary

Rose
ü
ü

Counted in HH
Jane
Mary

HH Size

ü

ü

1
2

ü

ü

2

Counted in HH
Jane
Mary
ü
ü
ü
ü
ü

ü

HH Size
3
3
2

Comparison of Medicaid and SNAP Households
For SNAP, financial eligibility for the program and benefit amounts are based on households. A SNAP household consists of individuals who live
together in the same residence and who customarily purchase and prepare food together. Some related individuals must be counted in the SNAP
household unit if they are living together (regardless of whether they purchase and prepare meals together); examples include spouses and children up
to age 22.
Some categories of individuals are not eligible for SNAP and may not be included as a member of a SNAP household, but may meet Medicaid
qualifications. These include unemployed childless adults who have exhausted their three months of SNAP benefits (unless the three-month time limit
is waived in the area in which the adult lives) or have failed to meet work requirements, workers who are on strike, and intentional SNAP program
violators. When an individual is excluded from a household, SNAP applies different rules to determine whether all of the excluded person’s income is
included in determining the household’s income or whether a pro-rata portion is included. Medicaid would include income from these individuals, and
they would be counted in the household size.
Students living away from home also are ineligible for SNAP and also are not counted toward the parents’ household size, and their income is not
assigned to the household for purposes of SNAP eligibility. Students living away from home could be eligible for Medicaid, and they would be subject to
regular income and household rules in MAGI.
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Undocumented immigrants are ineligible for both SNAP and Medicaid. SNAP is more inclusive than Medicaid in the eligibility of lawfully present
immigrants. In general, non-citizens who entered the United States for humanitarian reasons and qualified legal immigrant adults who have been in the
U.S. for at least five years meet the immigration requirement for SNAP. In addition, legal immigrant children and people receiving disability-related
benefits meet the immigration requirement without having to wait five years.14 The ACA does not change current federal immigrant eligibility restrictions
for Medicaid. These restrictions include a five-year waiting period for most lawfully residing immigrants before they can qualify for Medicaid.15 Some
states have taken the option to eliminate the five-year wait for lawfully residing immigrant children and pregnant women.
Both SNAP and Medicaid have special income counting rules for households that include both eligible and ineligible individuals based on their
citizenship or immigration status (mixed-status families). SNAP gives states options for counting the income of ineligible immigrants and people not
wishing to disclose their immigration status; all but three states have taken an option that counts a prorated amount of such as individual’s income
toward the household income.16 If Medicaid uses the income-counting methodology that will be used to determine the income of mixed-status families
for premium credits, Medicaid will establish the poverty status of a family by comparing a reduced family income to the poverty threshold for the family
size excluding the ineligible family members. Family income would be reduced by the ratio of the poverty threshold appropriate to the family size
excluding ineligible members to the poverty threshold appropriate to the family size including ineligible members. These differences would result in
Medicaid counting a larger share of an ineligible immigrant’s income toward the family’s income than SNAP does.17

Stacy Dean and Dorothy Rosenbaum, “Implementing New Changes to the Food Stamp Program: A Provision by Provision Analysis of the 2002 Farm Bill,” Center on
Budget and Policy Priorities, August 2002, pp. 17-20, http://www.cbpp.org/8-27-02fa.pdf.

14

15

Title XXI of the SSA as amended by Section 214 Children’s Health Insurance Program Reauthorization Act of 2009.

16 United States Department of Agriculture, “Supplemental Nutrition Assistance Program State Options Report: Eight Edition,”
http://www.fns.usda.gov/snap/rules/Memo/Support/State_Options/8-State_Options.pdf
17 This assumes Medicaid will align its methodology with the required methodology for counting income for premium credits, as defined in Section 1402 (e) of the
Patient Protection and Affordable Care Act.
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Appendix 1.2: PowerPoint Presentation on ACA Eligibility Process Requirements
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Expands Medicaid to 133% of the poverty line for most adults


The Supreme Court upheld the Affordable Care Act but made it so states are not required to expand
Medicaid.



Federal government picks up bulk of expansion cost for state that do expand.

States must make changes to their Medicaid and CHIP eligibility processes regardless of their decision to
expand:


Adopt new methodology for counting income known as MAGI, which stands for Modified Adjusted Gross
Income.



Change all applications



Increase reliance in third-party verification



Adopt new renewal processes



Coordinate eligibility determinations with exchanges
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ACA Impleme ntation and
Program Integratio n Toolkit

In States That Expand Medicaid, Most People With
Incomes Up to 133% of the FPL Will Qualify for Medicaid

3
In states that expand Medicaid, most people with incomes at or below 133% of the poverty line will qualify
for Medicaid coverage. That means the people who will newly gain Medicaid coverage include:


“Childless adults”



Parents



Some people with disabilities



Some children currently in CHIP who will move to Medicaid

57

ACA Implementation and Program Integration Toolkit

Module 1: Eligibility Process

Once someone is found eligible for SNAP they and/or someone in their household almost certainly will meet
the eligibility requirements for Medicaid. To avoid duplication in staff efforts, states should explore strategies
to capitalize on this overlap by using information verified for SNAP to facilitate Medicaid determinations. For
example:


In preparation for the Medicaid expansion, states can run data queries in their SNAP caseload to identify
uninsured individuals who will qualify for Medicaid. States can put processes in place to use SNAP data to
fast track enrollment on January 1, 2014.



On an ongoing basis processes can be put in place to ensure that new uninsured SNAP participants are
also enrolled in Medicaid.



For renewals, when SNAP participants complete their re-certification, Medicaid can be reset so that
Medicaid beneficiaries can stay enrolled for 12 months.

States can’t assume that individuals that are eligible for Medicaid will meet the SNAP eligibility
requirements, so there is less opportunity to fast track Medicaid beneficiaries into SNAP. But Medicaid
should still offer consumers a pathway from health door to explore the possibility of accessing SNAP and
other human services. This can be done by:


In an online application, allowing consumers to select to apply for multiple human services at the start.
Applications can also be programmed so that if an individual did not choose to apply for a program like
SNAP at the start, but he/she appears to qualify for that program, the application can give them another
opportunity to apply once the health application is submitted.



Paper applications can give consumers the option to be considered for other human services benefits by
answering a few optional questions based on their selection.
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N o t e : The data on program overlap is based on CBPP analysis of 2010 Current Population Survey. This is a
rough analysis to get a sense of the scope of overlap and it should not be viewed as a precise estimate.
We model SNAP and MA-MAGI income and unit rules, but cannot from the data tell who files taxes or eats
together or assess all types of income. This looks only at income eligibility (below 130% of federal poverty level
(FPL) for SNAP and 138% FPL for Medicaid). We are not able to model other factors such as immigration or
ABAWD status. CPS has annual income information rather than monthly.
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Regardless of a state’s decision to expand Medicaid, all states must make major changes to their eligibility
processes and systems. It is envisioned that the eligibility process for health insurance coverage will provide
a 21 Century, first in class consumer experience. This means states will have to:


Provide a “no wrong door” one-stop shopping experience rather than making consumers figure out where
to seek specific health programs.



Ensure a seamless process so that handoffs and sharing information occurs behind the scenes avoiding all
gaps and potential stumbling blocks for consumers.



Create streamlined processes that maximize the use of technology and lessens reliance on paper.
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No Wrong Door
 Access to all insurance affordability programs
regardless of where consumers apply
 One application for all IAPs
 Multiple ways to apply: online, phone, inperson

6
The ACA requires that states set up streamlined “no wrong door” access to all insurance affordability
programs:


This means that it doesn’t matter where individuals apply — whether through the exchange, Medicaid, or
CHIP agency — they will be assessed for eligibility for all those programs and they will be enrolled in the
appropriate program. This is important because consumers will not likely know which program they will
qualify for, and they won’t have to.



The single, streamlined application is key in that it should give consumers the opportunity to only have to
provide their information once.



States are also required to set up processes that allow consumers to submit applications and renewals
through the mail, in-person, telephone and online (further discussed in the Application and Renewal
sections of this toolkit)
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Seamless
 Adoption of similar income counting rules
 No “ping ponging” between programs
 Seamless hand-offs between interconnected
systems that take place behind the scenes
 Transitions between programs without gaps

7
The process should be seamless. That means there should be no gaps but also no overlaps.


Key to providing a seamless process, states are required to use a new methodology for counting income for
all insurance affordability programs.



If states have different entities determining eligibility for the different programs, handoffs should be
accomplished electronically and behind the scenes. For example, people who apply at the Medicaid agency
and found by the Medicaid agency to likely be eligible for premium credits are not told to physically reapply to
the exchange. Rather, their information is transferred to the exchange.



In addition to the seamless transfer of information, once the exchange or Medicaid agency verifies an
eligibility factor, the consumer will not be required to re-verify it, even if their case is transferred.



There may be cases, however, when one door like the exchange does not complete the verification
requirements in the same way Medicaid requires and in those cases, the consumer may have to have their
information verified in another way. For example, if the exchange only uses tax information to verify income
but Medicaid requires more recent information and uses quarterly wage information, then the person will
have their more recent information verified.



It is important to note: in states that choose not to expand, there will be low-income individuals who will not
qualify any subsidized coverage. They may earn too much income to qualify for Medicaid, but their income is
too low (below the poverty level) to qualify for subsidies in the exchange. This will be disruptive to a
seamless process that would otherwise ensure that there are no gaps in coverage.
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The process should be seamless. That means there should be no gaps but also no overlaps.


Key to providing a seamless process, states are required to use a new methodology for counting income
for all insurance affordability programs.



If states have different entities determining eligibility for the different programs, handoffs should be
accomplished electronically and behind the scenes. For example, people who apply at the Medicaid
agency and found by the Medicaid agency to likely be eligible for premium credits are not told to physically
reapply to the exchange. Rather, their information is transferred to the exchange.



In addition to the seamless transfer of information, once the exchange or Medicaid agency verifies an
eligibility factor, the consumer will not be required to re-verify it, even if their case is transferred.



There may be cases, however, when one door like the exchange does not complete the verification
requirements in the same way Medicaid requires and in those cases, the consumer may have to have their
information verified in another way. For example, if the exchange only uses tax information to verify
income but Medicaid requires more recent information and uses quarterly wage information, then the
person will have their more recent information verified.



It’s important to note: in states that choose not to expand, there will be low-income individuals who will not
qualify any subsidized coverage. They may earn too much income to qualify for Medicaid, but their income
is too low (below the poverty level) to qualify for subsidies in the exchange. This will be disruptive to a
seamless process that would otherwise ensure that there are no gaps in coverage.
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Seamless Method of Counting Income:
Modified Adjusted Gross Income (MAGI)
 Adjusted Gross Income plus:
– Non-taxable Social Security benefits
– Any excluded foreign income and/or tax-exempt
interest

 Used for all insurance affordability programs
 Eliminates disregards and deductions that
currently apply
8
Key to a seamlessness process, ACA requires the adoption of a common set of rules that will be used for
calculating income and household size to determine Medicaid and CHIP eligibility.
The use of Modified Adjusted Gross Income (also referred to as MAGI) is necessary to standardize and simplify
income eligibility across states and among all health coverage programs and is key to achieving the
seamlessness goal.
MAGI is essentially Adjusted Gross Income and adds back in certain income sources.
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Key Income Counting Changes
 Current Medicaid includes and Medicaid based on MAGI
excludes:
– Benefits such as TANF and SSI
– Child support received

 Self employment business expenses are counted
differently. Both can deduct many business expenses.
Medicaid based on MAGI can deduct the following
expenses that are not deducted in current Medicaid:
– Depreciation, personal business and entertainment expenses,
purchase of capital equipment and payments on the principal
of loans for capital assets or durable goods.

9
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Calculating Household Size
 Relationship and the composition of tax filing units (as
applicable) will be considered in calculating household
size for Medicaid resulting in Medicaid largely retaining
current definitions of households, with some exceptions:
– Step-parents included in household
– State option whether to include children between 19 and 21
who are not students and not claimed as dependents
– States have the option to count pregnant women as one or two
persons when calculating the household sizes for her family
members.

 For premium tax credits, generally the tax filing unit

10
For the most part Medicaid and CHIP will follow current Medicaid rules for defining households with some
exceptions including adding step parents and giving states the option to include children between 19 and 21 who
are not students and are not claimed as dependents.
Premium tax credits and cost sharing subsidies in the exchange will for the most part use tax filing unit to calculate
household size for purposes of determining household size.
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Streamlined
 Heavy reliance on electronic data for
verification
 Renew coverage based on information already
available
 “Real time” eligibility determinations

11
The process also needs to be streamlined.


There are high expectations for verification. As much as possible, states must use electronic data sources to
verify information provided by consumers.



The rules also allow for self-attestation of most eligibility factors (not citizenship and immigration status).



Consumers can be asked to provide paper documentation only when information cannot be electronically
verified, or when there is a conflict between the information provided by the consumer and information
collected through data matching that would have an impact on eligibility.



This kind of streamlined process also applies to renewals.



Also, with the heavier reliance on technology and electronic data matches, there is a high expectation for
eligibility determinations to be conducted in real time.
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Funding Eligibility IT System Changes
 States can get 90% federal funding for IT
system changes until 12/31/2015
– Must meet standards and conditions
– States can get 75% federal funding for maintenance
and operational costs

 Waivers of cost allocation for IT systems that
include human services programs available
for costs incurred by 12/31/2015
– Maintenance and operational costs must be cost
allocated

12

To meet these eligibility process requirements, states will need to make significant changes to their IT
systems.
States can get 90% federal matching funds for IT investments that improve eligibility determinations for
Medicaid and CHIP. In order to qualify for this funding IT systems must meet specific requirements that ensure
timeliness, accuracy, efficiency and integrity. IT systems for Medicaid and CHIP need to be operational and
fully tested by the summer of 2013 but overall costs for the design, development, installation and
enhancement of the IT systems must be incurred before 12/31/2015.
States can get a special waiver from normal cost-allocation rules set forth in OMB Circular A-87 so states that
include human services programs in their IT enhancement and/or development are not required to contribute
larger sums to the cost of these investments. States need to incur costs before December 31, 2015.
Key resources:
Final rule: http://www.gpo.gov/fdsys/pkg/FR-2011-04-19/pdf/2011-9340.pdf
Guidance on IT conditions and standards: http://www.medicaid.gov/Medicaid-CHIP-Program-Information/ByTopics/Data-and-Systems/Downloads/EFR-Seven-Conditions-and-Standards.pdf
http://www.medicaid.gov/Medicaid-CHIP-Program-Information/By-Topics/Data-andSystems/Downloads/exchangemedicaiditguidance.pdf
Cost allocation waiver tri-agency guidance: http://www.medicaid.gov/Medicaid-CHIP-Program-Information/ByTopics/Data-and-Systems/Downloads/Cost-Allocation-IT-Systems.pdf http://www.medicaid.gov/FederalPolicy-Guidance/Downloads/SMD-01-23-12.pdf
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There are many ways that states can set up their eligibility systems and processes to accomplish the
requirements around seamlessness. Potential models include:


I n t e g r a t e d : Same entity processes eligibility across all programs.



I n t e r o p e r a b l e : Separate entities process eligibility, consumer cases are transferred seamlessly
through secure interfaces.



H y b r i d : There are shared services, such as a shared rules engine, between separate entities and
information is transferred seamlessly between entities.
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