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Notice of Proposed 
Rulemaking (NPRM) 

 NPRM released August 17, 2011. 
 76 Federal Register 51148-51199. 

 Public comment due no later than October 
31, 2011. 
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Key Definitions 
 Caretaker relative: Relative of dependent child  by blood, 

adoption, or marriage with whom the child is living, who 
assumes primary responsibility for the child’s care 
(regardless of whether child claimed as dependent for tax 
purposes). (42 CFR  435.4) 

 Dependent child: Child under age 18, or 18 and full-time 
student, who is deprived of parental support by death, 
absence from the home, unemployment (unless the state 
has waived deprivation requirements). (42 CFR  435.4) 
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Key Definitions 
 Insurance affordability program: Includes Medicaid, CHIP, 

basic health plan (if applicable), coverage in a qualified 
health plan with advance payments of the premium tax 
credit or cost sharing reductions. (42 CFR  435.4) 

 MAGI: Modified adjusted gross income as defined in 
section 36B(d)(2) of the IRS Code of 1986.  (42 CFR  435.603(e)). 

 Newly eligible individuals: Adults who would not have been 
eligible for Medicaid under the state’s eligibility rules in 
effect on Dec. 1, 2009. (42 CFR 433.204) 

 Existing eligibles are those children and adults who would have 
qualified for Medicaid under the state’s eligibility rules in effect on 
Dec. 1, 2009 (regardless of whether they were, in fact, enrolled).   
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Existing NC Medicaid 
Income Eligibility (2010) 

KFF. State Health Facts.  Calculations for parents based on a family of three.   

Currently, 
childless, 
non-
disabled, 
non-elderly 
adults can 
not qualify 
for 
Medicaid 
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Existing NC Medicaid 
Income Eligibility (2014) 

Source: Affordable Care Act (Sec. 2001, 2002).  The ACA expands Medicaid for adults 
up to 133% FPL, but also includes a 5% income disregard.  Effectively, this raised the 
income limits to 138% FPL.  

•Beginning in 2014, 
adults can qualify 
for Medicaid if their 
income is no greater 
than 138% FPL, or 
$30,843 for a family 
of four (2011) 
•ACA requires 
greater outreach 
and enrollment 
simplification 



Medicaid Eligibility Rules 
 Generally requires states to maintain current enrollment 

and eligibility standards until the state Exchange is 
established (Sec. 2001) 

 No asset tests or use of income disregards to determine 
eligibility for children and most adults (Sec. 2002) 

 Asset rules still used for long-term care, home and community based 
services, medically needy program 

 Undocumented immigrants not eligible for Medicaid 
 Most lawfully present immigrants are not eligible for coverage for the 

first five years (except state option for pregnant women and children) 
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Application 

 States must use a single, streamlined application 
for all insurance affordability programs.  The 
application will be developed by the Secretary.  (42 CFR 

435.907) 

 States can use alternative applications if approved by the 
Secretary. 

 States can use supplemental forms to obtain other 
information for people who are not eligible on the basis of 
MAGI.   

 Individuals must be able to apply by internet, telephone, 
mail, in person, or fax. 
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Existing Medicaid 
Eligibles 

 Streamline existing mandatory and optional eligibility 
groups into three categories (in 2014): 
 Parents and caretaker relatives (42 CFR  435.110) 

• Parents can only be covered if their children are also enrolled 
in Medicaid, CHIP or some other health insurance coverage 
that meets minimum essential coverage. (42 CFR  435.119(c)). 

 Pregnant women (42 CFR  435.116) 

 Children (42 CFR  435.118) 
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Mandatory Medicaid Elig: 
Preg. Women, Children, 
Parents 

 States must provide Medicaid to parents and other 
caretaker relatives if their household income is below 
the income standard established by the state. 
 States must establish applicable income standards, 

converted to a MAGI-equivalent standard.   
 Federal government sets minimum and maximum levels, 

states can set income threshold between these amounts. (42 
CFR  435.110-435.118) 

 Similar rules for pregnant women, infants and children. 

14 



Optional Eligibility Groups 
 States can set higher income limits for nonelderly 

adults (42 CFR  435.218). 

 States can limit coverage for pregnant women with higher 
income limits to pregnancy only services.  (42 CFR 435.116(d)) 

 Special rules for parents/caretaker relatives if living 
with dependent child.   
 Can not receive coverage unless the child is enrolled in 

minimum essential coverage (public or private) (42 CFR 
435.119) 
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Eligibility Determination: 
Overview 

 All Medicaid applicants will be required to 
demonstrate proof of: 
 Citizenship or lawful permanent status 
 Residency 
 Income  

• Financial eligibility determinations for most people based on Modified 
Adjusted Gross Income (MAGI). 

• 5% income disregard (which effectively raised income limits from 
133-138% FPL).  No other income disregards allowed.  (42 CFR  
435.603(d)(1)) 

 Some Medicaid applicants will also need to meet 
other requirements, including proof of disability or 
blindness, and resources. 
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Eligibility Verification 

 Self-attestation allowed for most eligibility 
requirements (42 CFR 435.956; 42 CFR 457.380):   

 Residency (allowed), pregnancy (required),  household 
composition (required), and age and date of birth (allowed), 
unless the state has other information that is not “reasonably 
compatible” with such attestation. 

 States may not use self-attestation for citizenship and 
immigration status. 
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Electronic Data Match 

 States must rely on electronic data matches with 
trusted third party data sources to determine 
eligibility (or redeterminations), to the maximum 
extent possible. (42 CFR  435.942(b)) 

 State must also share data with other agencies, including 
other insurance affordability programs, child support 
enforcement, Social Security Administration 

 Agency must notify individual that the agency will obtain 
information from other agencies to verify eligibility.   
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Electronic Data Match 

 Agency may not request additional information 
from applicant unless the information cannot be 
obtained electronically, or if the information which 
the agency received electronically is “not 
reasonably compatible” with information provided 
by, or on behalf, of the applicant. (42 CFR  435.952; 42 CFR 
457.380) 

 If additional information is needed, the agency must give the 
applicant a reasonable period to furnish the information. 

 If the information is reasonably compatible, then the agency 
must determine or redetermine eligibility on such information. 
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Electronic Data Match 
 Electronic data matching (Sec. 1137, 453, 1942 of SSA; 42 CFR 435.945, 948; 

457.380) 

 Income eligibility: data matches with State Wage Information 
Collection Agency (SWICA), IRS, Social Security 
Administration, or Employment Security Commission, and 
information related to eligibility or enrollment in public 
assistance, SNAP, and other insurance affordability 
program. 

 Citizenship verification through Social Security 
Administration (SSA).  (42 CFR 435.907, 910; 42 CFR 457.340(b)) 

• States may not require non-applicants to provide Social Security 
numbers, or information about citizenship, nationality or immigration 
status. 

• Applicants required to provide SSN.  States must assist individuals 
who do not have SSN in obtaining one. 

 Lawful immigration status Department of Homeland Security 
(DHS). 
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Social Security Number 

 The state may require SSN from applicants, 
but not from individuals who are not applying 
for themselves. (42 CFR  435.907(e)) 
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Residency 

 Generally, state of residence is where the 
individual intends to reside even if no permanent 
address.  Special rules: 
 If incapable of showing intent, residency is where the 

person is living. 
 If under age 21 and not emancipated or living in an 

institution, residency is where the youth resides (including 
with a custodial parent/caretaker relative). (42 CFR  435.603) 
435.403; 42 CFR 457.320) 
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Income: Modified Adjusted 
Gross Income (MAGI) 

 Individuals will first be determined to be eligible for 
Medicaid/CHIP using MAGI income determination (42 CFR 

 435.911; 435.1200; 457.315). 

 Can be either newly eligible or an existing eligible. 
 If determined to be income eligible (eg, below 138% FPL), 

then enrolled automatically. 
 If not determined to be eligible for coverage under 138% (or 

higher income limits, for example, for pregnant women), then 
the state must determine if the person is eligible for Medicaid 
on any other basis. 

 If not eligible for Medicaid, or eligibility pending determination 
of disability or blindness status, eligibility for other insurance 
affordability programs must be determined. 

23 



MAGI Modifications: 
Income Eligibility  

 CMS proposed rules include a few changes to regular 
MAGI  rules (42 CFR  435.603(e)): 

 Lump sum payments only counted in month received 
 Scholarships or fellowship grants for educational 

purposes excluded 
 Certain income for American Indians and Alaska Natives 

excluded. 
 Income of child in the household who is not required to 

file taxes is not counted.   
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Income: MAGI 
 MAGI does not apply to: (42 CFR  435.603(i)): 

 Individuals who are eligible by reason of SSI determination or 
Express Lane eligibility 

 Individuals who are age 65 or older 
 Individuals who are eligible because they are blind or disabled 
 Individuals whose eligibility determine because of the need for 

long-term care or home and community based services 
 Individuals eligible for Medicare cost sharing (QMB) 
 Medically needy individuals 
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Income Eligibility  
 Financial eligibility for new applicants must be based on 

the households income and family size at time of 
application (42 CFR 435.602(h)). 

 However, ongoing financial eligibility for current 
Medicaid eligibles can be based on either current 
monthly household income and family size or projected 
annual household income for the current calendar year.   
 Basing ongoing eligibility on an annual basis would 

prevent individuals who experience small changes in 
income from bouncing between programs. 
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MAGI Modifications: 
Household Definition 

 Eligibility will be based on household—not family income. (42 
CFR  435.603)  

 In general, CMS is adopting MAGI household definition and 
size for tax filers. However, some exceptions include, but 
are not limited to: 
 Child will only be counted in the household of a custodial parent (not 

a non-custodial parent, even if the non-custodial parent claims the 
child as a tax deduction). 

 Will count each spouse in the household of the other as long as they 
are living together, regardless of whether they file joint returns. 

 Different rules apply to non-tax filers (ie, individuals with incomes 
less than $9,350, or $19,800 for a couple in 2010). 

• Household comprised of individual, spouse, and children under age 19/21. 
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Other Information 
 Agency must rely on the information person supplies, if  

the information is “reasonably compatible” with 
information obtained through data matches or other 
agency.  (42 CFR 435.952) 

 Reasonably compatible is not the same as identical. 
 Reasonably compatible is not defined in the regulations; 

left to the states to determine. 
 The agency may not request additional information 

unless there is a discrepancy, or the agency could not 
obtain needed information through data match 
electronically. 
 May not require SSN for non applicants. 
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Assistance with Application 
and Redetermination 

 Agency must provide assistance to any individual 
seeking help with the application or redetermination 
process.  (42 CFR  435.908) 
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Resource Test 

 No resource test or income disregard for people 
whose eligibility is determined based on MAGI—
eg, most children and nonelderly adults. (42 CFR  
435.603(g)) 

 Resource tests still apply to individuals who are 
receiving Medicare, or who are applying on the 
need for long-term care services, or under the 
medically needy program. 
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Medicaid Recertification 
 For MAGI groups, must redetermine eligibility once every 

12 months. (42 CFR 435.916; 42 CFR 457.343) 

 The agency must make a redetermination without requiring 
information from the individual if able to do so, based on 
information from data matches. 

 If agency does not have all the needed information, it must send 
out a pre-populated renewal form to the individual, with at least 30 
days to provide necessary information. 

• If the person’s application is terminated for failing to bring in necessary 
information, the agency must reconsider eligibility if the person subsequently 
supplies the needed information in a reasonable period after termination. 

 If individual no longer eligible for Medicaid, the agency must assess 
the individual for eligibility in other insurance affordability programs 
(ie, HBE premium tax credit and cost sharing subsidies). 
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Medicaid Recertification 
 For non-MAGI groups, must redetermine eligibility at 

least every 12 months (can be more often). (42 CFR 435.916) 

 The agency may assume that the person’s disability or blindness 
continues, unless it has information to the contrary. 

 Individuals have independent responsibility to report 
changes. 
 Must allow individual to report changes in same way 

individual can supply information for initial application (eg, 
Internet, mail, in person, fax). 

 Agency must promptly redetermine eligibility any time the 
agency has information about changes that may affect 
eligibility. 
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Federal Medical Assistance 
Percentage (FMAP) (  433.10; 
433.204) 

 Federal government will pay 100% of costs of newly 
eligibles in first three fiscal years (2014-2016)* (Sec. 2001(3), 
amended Sec. 1201 Reconciliation) 

 After first three years, federal government will pay 95% 
(2017), 94% (2018) , 93% (2019) and 90% (2020 and 
thereafter) 

 States receive regular FMAP for people who would have 
been eligible (“existing eligibles”) using eligibility rules in 
effect in Dec. 2009. 
 Current FMAP rate in North Carolina is 64.71 (FFY 2011) 

 States must submit annual report on the number of 
individuals enrolled and newly enrolled in Medicaid 

 *Different rules apply to states that had already expanded Medicaid eligibility to 
childless, nonpregnant adults above 100% FPL. 



Methodology to Determine 
New Eligibles (42 CFR  433.206) 

 States have a choice of methodology to determine 
which individuals are newly eligible vs. existing 
eligibles 
 Apply state specific eligibility thresholds and proxies (42 CFR  433.208) 

 Conducting statistically valid sample (42 CFR  433.210) 

 Using CMS established FMAP proportion rate (42 CFR  433.212) 

 States must notify CMS no later than Dec. 31, 2012 
(initially), or at least 2 years prior to the year in which 
the state will implement the method. 
 States must use the methodology for at least 3 consecutive years 

before changing to another method. 
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State Specific Eligibility 
Thresholds (42 CFR 433.208) 

 State may use state specific methodology approved 
by CMS that: 
 Incorporates state eligibility standards, disregards and other 

adjustments in place in Dec. 2009. 
 Is applied to individual applicants determined eligible for adult 

Medicaid. 

 Methodology must show how state will determine 
eligibility.  States may use: 
 Self-declaration, claims history, receipt of Social Security disability 

income, disability determination by SSA, information from the 
Asset Verification system, information from tax returns, historical 
data on proportion of individuals ineligible due to assets or 
disability status, other disability and asset data sources. 
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Statistically Valid Sample 
Methodology (42 CFR 433.210) 

 States may implement statistically valid sampling 
methodology. 
 Methodology must be submitted to CMS on or before 

Jan. 1 of the CY. 
 The state must evaluate each individual randomly 

selected adult in the sample to determine if the individual 
is a newly eligible or existing eligible. 

 The state will extrapolate the expenditure from the 
sample of newly and existing eligibles to the expenditures 
of the entire population. 

 Retroactive adjustment of claims once expenditure 
information for year finalized. 
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CMS Established FMAP 
Proportion (42 CFR 433.212) 

 CMS will publish state-specific estimate of FMAP 
proportion, using data sources including MEPS and 
MSIS  
 Rates will be published by October of the preceding year 

(or by Jan. 1, 2013 for 2014) 
 Validation measures will be incorporated into the 

estimate on annual basis (CY 2014-2021), on a 3-year 
basis (CY 2022-2029), and then on a 5-year basis 
thereafter. 
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Enrollment Simplification 
 States will be required to simplify enrollment and 

coordinate between Medicaid, CHIP, and the new 
Health Insurance Exchange. (Sec. 2201; 1413; 435.907, 435.1200, 
457.10, 457.80; 457.330; 457.348; 457.350) 

 State must create an internet website, linked to HBE, through 
which the individual may apply for Medicaid, CHIP, or 
subsidized insurance through the HBE.  Website must be 
accessible to people with Limited English Proficiency and 
disabilities. 

 Secretary will develop a single streamlined enrollment form 
that will be used to apply for all applicable state health 
subsidy programs (Medicaid, CHIP, subsidy). 

 Form may be filed online, in person, by mail, or by telephone.  
Agency must accept electronic signature or telephonically 
recorded signature. 
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Agreement between 
Medicaid, CHIP, and HBE 

 States must enter into agreements between Medicaid, 
CHIP, and HBE agencies to ensure seamless eligibility 
and enrollment (42 CFR 435.1200).  Three options: 
 Medicaid, CHIP, and HBE can enter into an agreement to 

allow one of the agencies to perform all or some of the 
eligibility/enrollment/redetermination functions. 

 A state could develop a fully integrated system where the 
responsibilities of all entities are performed by a single 
integrated entity. 

 Each entity could fulfill its own functions, but seamlessly 
exchange information and data. 
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Delegation of Eligibility 
Determinations ( 431.10-11) 

 State Medicaid agency may enter into agreement 
with other federal, state or local agencies to make 
Medicaid eligibility determinations, but: 
 Single state agency has responsibility for quality 

control and oversight, and to ensure that eligibility 
determinations are made in the best interest of 
applicants and beneficiaries 

 Must be written agreement specifying the 
responsibilities of different agencies 

 State agency must guard against improper incentives 
and/or outcomes 
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State Options: Eligibility 
Thresholds and Applications 

 Expand eligibility beyond federal minimums. (Sec. 2001(e) of The 
ACA, 42 CFR  435.218). 

 Eliminate deprivation requirement (for definition of dependent 
child) (42 CFR  435.4) 

 If pregnant woman in the household, pregnant woman can be 
counted as family of 1 or 2 for purposes of determining eligibility 
for other people in the household.  Always counted as household 
of 2 in determining eligibility for pregnant woman coverage. (42 CFR 
 435.603) 

 States can use their own streamlined application, if 
approved by the Secretary.  (42 CFR  435.907(b)(2)).  
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State Options: 
Determining Eligibility 

 In determining initial eligibility, states may taking into 
account future changes in income that can be reasonably 
anticipated (eg, seasonal workers who are coming to end 
of season, or someone with layoff notice). (42 CFR 435.603(h)(1)) 

 States can determine ongoing eligibility for individuals 
determined to be eligible using annual income (instead of 
current income). 
 Minimizes extent to which individuals experience relatively small 

fluctuations bounce between program (Medicaid and HBE) ( 42 CFR 
 435.603(h)(2)). 

 States may adopt reasonable methods to account for future 
reasonably anticipated changes in future income. 
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State Options: Eligibility 
Verification 

 Reliance on self-attestation to determine eligibility, 
consistent with federal regulations, and other ways to 
verify eligibility.  (42 CFR  435.940-956). 

 States must determine what is “reasonably compatible” (42 CFR  
435.952(c)). 

 Must continue to ensure program integrity (42 CFR  435.945; 457.380). 

 If approved by the Secretary, states can seek income 
information from a source other than those specifically listed in 
the regulations if it will reduce administrative burden on 
individuals and states, and improve accuracy or minimize 
delay.  (42 CFR  435.948(d)) 
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State Options: Eligibility 
Verification 

 States can modify other methods to collect and verify 
information, subject to approval by the Secretary, if it reduces 
administrative burden and improves accuracy.  (42 CFR 457.380(i)). 

47 



State Options: Enrollment 
and Coordination 

 Structure to ensure seamless eligibility and enrollment 
between HBE, Medicaid, and CHIP.  (42 CFR  435.1200(c)(2)) 
457.348). 

 Options for determining new eligibles from existing 
eligibles.  (42 CFR 433.206(a)). 
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State Options: Assistance 
 Providing assistance to individuals who need help 

with the application or redetermination process. (42 CFR  
457.340) 

 States have flexibility in designing assistance, but must 
meet needs of people with disabilities or who have limited 
English proficiency. 

49 



Feds Seeking Comments 

 1) Certain amounts of Social Security benefits are 
not counted as income in the MAGI determination. 
 This could make more people eligible for Medicaid. 
 Seeking comments on whether CMS should adopt 

different income rules for Social Security benefits. 
 2)  Whether private agencies, if they operate the HBE, 

should be able to determine eligibility for Medicaid.   (p. 
51169). 
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Continuity of Coverage for 
People Who Move 
Between Medicaid/HBE 

 Enrollment in Exchange plan begins on the first day of 
the following month (if determined eligible before 22nd 
day of month), or the first day of the second month (if 
determined eligible after 22nd day). 

 CMS considering whether to extend Medicaid eligibility 
to the date when person would be eligible for coverage 
in the HBE to prevent gaps in coverage. 
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