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M0810.005 WHAT IS INCOME 
 
A. Policy Principles 
 

1. Definitions 
 

  
 
Income is  
 
• cash, or  
• its equivalent, unless specifically listed in S0815 as not being 
 income. 

   
2. Amount  Sometimes income includes more or less than is actually received, for 

example: 
• Expenses of obtaining income (less) 
• Garnishment (more) 
• Gross earnings, before any deductions (more). 

   
B. References 
 

 • What is not income, S0815.001. 
• Garnishment, S0810.025. 
• Expenses of obtaining income, S0830.100. 
• Wages, S0820.100. 

 
S0810.007 INCOME EXCLUSIONS 
 
A. Introduction  Medicaid eligibility is based on countable income.  See S0810.300 B.1. 

for the definition of countable income (CI).  In determining CI, consider 
any income exclusions. 
 
Some exclusions totally negate the amount of income received.  Other 
exclusions reduce the amount counted.  For example, any income may be 
wholly excluded (not counted) if it meets the criteria for exclusion of 
income received infrequently or irregularly. 

   
B. Definition  Excluded income is an amount which is income but does not count in 

determining eligibility. 
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M0815.200  CONVERSION OR SALE OF A RESOURCE 
 
A. Policy  Receipts from the sale, exchange, or replacement of a resource are not 

income but are resources that have changed their form. 
 
This includes any cash or in-kind items that is provided to replace or 
repair a resource that has been lost, damaged, or stolen 
 
Capital gains, which are profits made from the sale of capital assets 
(long-term assets such as land or buildings), are also not income.  Any 
proceeds that remain the month after this type of sale must be evaluated 
as a resource. 

   
B. Reference  See S1110.600 B.4. for a complete discussion of the policy. 
   
C. Example  Jerry Wallace sells his 1974 Plymouth Satellite for $300.  The money he 

receives is not income but a resource which has been converted from one 
form (a car) to another form (cash). 

 
M0815.250  REBATES AND REFUNDS 
 
A. Policy  When an individual receives a rebate, refund, or other return of money he 

or she has already paid, the money returned is not income. 
 
CAUTION:  The key idea is applying this policy is a return of an 
individual’s own money.  Some “rebates” do not fit that category.  For 
example, if a cooperative operating as a jointly-owned business pays a 
“rebate” as a return on a member’s investment, this money is unearned 
income similar to a dividend.  Developmental guidelines for interest and 
dividends are in S0830.500. 

   
B. Procedure 
 
 1. General 

  
 
Unless you have reason to question the situation, accept an individual’s 
signed allegation that a rebate or refund of money is a return of money 
already paid and do not count it as income. 

   
 2. Questionable 

Situation 
 In questionable situations, make copies for the file of any documents in 

the individual’s possession, and contact the source of the payment, etc. to 
verify that the payment is a return of money already paid. 

   
C. Example  Rose Woods, an elderly recipient, pays property taxes on the home she 

lives in.  Because of her low income, the city government returns part of 
Mrs. Woods’ property taxes in the form of a check.  This return of money 
already paid by Mrs. Woods is not income. 

   
D. References  See S0830.705 for rules on the exclusion of certain taxes. 
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M0815.270  INCOME TAX REFUNDS 
 
A. Policy 
 
 1. General 

  
 
Any amount refunded on income taxes already paid is not income. 

   
 2. Tax Withheld   
  Prior to 

Application Date 

 Income tax refunds are not income even if the income from which the tax 
was withheld or paid was received in a period prior to application for 
Medicaid. 

   
 3. Tax Refunds  
  and Blind Work 
  Expenses 

 Income tax refunds are not income even if the income taxes were 
included as work expenses of the blind. 
(See S0820.535 B.3.) 

 
M0815.300  CREDIT LIFE OR CREDIT DISABILITY INSURANCE PAYMENTS 
 
A. Definition of Credit 

Life/Disability 
Insurance 

 Credit life and credit disability insurance policies are issued to or on 
behalf of borrowers, to cover payments on loans, mortgages, etc. in the 
event of death or disability.  These insurance payments are made directly 
to loan or mortgage companies, etc. and are not available to the 
individual. 

   
B. Policy  • Payments made under a credit life or credit disability insurance policy 

on behalf of an individual are not income. 
• Food, clothing, or shelter received as the result of a credit life or 

credit disability payment is not income. 
   
C. Example  Frank Fritz, a Medicaid recipient, purchased credit disability insurance 

when he bought his home.  Subsequently Mr. Fritz was in a car accident 
and became totally disabled.  Because of his disability, the insurance 
company pays off the home mortgage.  Neither the payment nor the 
increased equity in the home is income to Mr. Fritz. 
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WAGES 
 
S0820.100  GENERAL 
 
A. Definition  Wages are what an individual receives (before deductions) for working as 

someone else's employee. 
 
NOTE:  Under certain circumstances, services performed as an employee are 
deemed to be self-employment rather than wages (e.g., ministers, real estate 
agents, sharefarmers, etc.) 

   
B. Policy 
 

1. Kinds of 
Wages 

  
 
Wages may take the form of: 
a. Salaries--These are payments (fixed or hourly rate) received for work 

performed for an employer. 
 
b. Commissions--These are fees paid to an employee for performing a 

service (e.g., a percentage of sales). 
 
c. Bonuses--These are amounts paid by employers as extra for past 

employment (e.g., for outstanding work, length of service, holidays, etc.) 
 
d. Severance pay--This payment made by an employer to an employee 

whose employment is terminated independently of his wishes. 
 
e. Military basic pay--This is the service member's wages, which is based 

solely on the member's pay grade and length of service.  See S0830.540 
C.3. 

 
f. Special payments received because of employment. 
 
g. Sick pay received within 6 months after stopping work, which is not 

attributable to the employee's contribution--See S0820.005 
   

2. When To 
Count 

 Wages for each month count at the earliest of the following points: 
• when they are received, or 
• when they are credited to the individual's account, or 
• when they are set aside for the individual's use. 

   
C. Procedure 
 

1. Assumption 
 
 
 
 
D. References 

  
 
• Absent evidence to the contrary, if FICA taxes have been deducted from 

an item, assume it meets the definition of wages. 
• If FICA taxes have not been deducted from an item, determine if it is 

wages per S0820.102. 
 
• Work related unearned income, S0830.530. 
• Advance dated checks, S0810.030 B.2. 
• Wage advances and deferred wages, S0820.115.   
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EARNED INCOME TAX CREDITS 
 
S0820.400  EARNED INCOME TAX CREDITS 
 
A. Definition  The earned income tax credit (EITC) is a special tax credit which reduces 

the Federal tax liability of certain low income working taxpayers.  This tax 
credit may or may not result in a payment to the taxpayer.  EITC payments 
can be received as an advance from an employer or as a refund from IRS. 

   
B. Policy Effective 

January 1, 1991 
 Exclude from income any EITC payments received January 1, 1991 or later, 

either as an advance or as a refund, regardless of the tax year involved. 
   
C. Procedure  No development necessary. 
   
 
ROYALTIES AND HONORARIA 
 
S0820.450  ROYALTIES AND HONORARIA 
 
A. Definitions 
 
 1. Royalties 

  
 
Royalties are payments to the holder of a copyright or patent.  Royalties 
may also be paid to the owner of a mine, oil well, timber tract, or other 
resource, for extraction of a product, including proceeds from the direct sale 
of the product. 

   
 2. Honorarium  An honorarium is an honorary payment, reward, or donation usually 

received in consideration of services rendered (e.g., guest speaker), for 
which no payment can be enforced by law.  However, the amount also may 
include payment for items other than services rendered (e.g., travel expenses 
and lodging). 

   
B. Policy 
 
 1. Royalties 

  
 
Royalties earned by an individual in connection with any publication of 
his/her work are earned income (e.g., publication of a manuscript, magazine 
article, artwork, etc.) 

   
 2. Honoraria  The portion of any honorarium which is received in consideration of 

services rendered is earned income.  An honorarium which is not in 
consideration of services rendered (e.g., for travel expenses) is unearned 
income to the extent that it exceeds expense.   (See S0830.100 B. for 
expenses of obtaining income.) 
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C. Procedure 
 
 1. Verification 

  
 
a. Verify these payments by examining documents in the individual's 

possession which reflect: 
 

• the amount of the payment, 
• the date(s) received, and 
• the frequency of payment, if appropriate. 

 
b. If the individual has no such evidence in his possession, contact the 

source of the payment. 
 
c. If verification cannot be obtained by the above means, accept any 

evidence permitted by either S0820.130 A. or S0820.220. 
   
 2. Assumption  Assume that any honorarium received is in consideration of services 

rendered, absent evidence to the contrary.  Evidence to the contrary would 
include a statement or document indicating that part or all of the 
honorarium is for something other than services rendered (e.g., travel 
expenses or lodging). 

   
 3. Expenses of 

Obtaining 
Income 

 DO NOT DEDUCT any expenses of obtaining income from royalties or 
honoraria that are earned income.  (Such expenses are deductible from 
royalties/honoraria that are unearned income.) 

   
 4. Documentation  Document the file by including copies of documents or indicating in the 

file information provided by the payment source concerning the amount 
and, if appropriate, frequency of payment. 

   
D. References  • Royalties as unearned income, S0830.510. 

• To determine deductible IRWE/BWE, see S0820.535 - .565. 
 
EARNED INCOME EXCLUSIONS 
 
M0820.500  GENERAL 
 
A. Policy 
 

1. General 

  
 
The source and amount of all earned income must be determined, but not all 
earned income counts when determining Medicaid eligibility. 

   
2. Other Federal 

Laws 
 First, income is excluded as authorized by other Federal laws. 

   
3. 2010 Census 

Income 
 Income paid by the U.S. Census Bureau to temporary employees specifically 

hired for the 2010 census is NOT counted when determining eligibility for 
medical assistance. 
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4. Other Earned 
Income 

 Then, other income exclusions are applied, in the following order, to the rest 
of earned income in the month: 
 
a. Federal earned income tax credit payments. 
 
b. Up to $10 of earned income in a month if it is infrequent or irregular. 
 
c. For 2008, up to $1,550 per month, but not more than $6,240 in a calendar 

year, of the earned income of a blind or disabled student child. 
 
For 2009, up to $1,640 per month, but not more than $6,600 in a calendar 
year, of the earned income of a blind or disabled student child. 
 

d. Any portion of the $20 monthly general income exclusion which has not 
been excluded from unearned income in that same month. 

 
e. $65 of earned income in a month 
 
f. Earned income of disabled individuals used to pay impairment-related 

work expenses. 
 
g. One-half of remaining earned income in a month 
 
h. Earned income of blind individuals used to meet work expenses 
 
i. Any earned income used to fulfill an approved plan to achieve self-

support. 
   

5. Unused 
Exclusion 

 Earned income is never reduced below zero.  Any unused earned income 
exclusion is never applied to unearned income. 
 
Any unused portion of a monthly exclusion cannot be carried over for use in 
subsequent months. 

   
6. Couples  The $20 general and $65 earned income exclusions are applied only once to a 

couple, even when both members (whether eligible or ineligible) have income, 
since the couple's earned income is combined in determining Medicaid 
eligibility. 

   
B. References  For exclusions which apply to both earned and unearned income, see: 

 
• S0810.410 for infrequent/irregular income 
• S0810.420 $20 general exclusion  
• S0810.430 amount to fulfill a plan for achieving self-support  

 
For exclusions applicable only to earned income, see S0820.510 - S0820.570.
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S0820.520  $65 PLUS ONE-HALF REMAINDER PER MONTH EARNED 
                   INCOME EXCLUSION 
 
A. Policy 
 
 1. Amount 

Excluded 

  
 
$65 per month of earned income plus one-half of the remaining earned 
income in the month is excluded. 

   
 2. Order of 

Exclusion 
 The exclusion is applied in the order shown S0820.500 A.3. 

   
B. References  IRWE exclusions, S0820.540. 
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S0820.535  BLIND WORK EXPENSES (BWE) 
A. Definition  BWE represent any earned income of a blind person which is used to meet 

any expenses reasonably attributable to earning the income. 
   
B. Policy 
 
 1. Eligibility 

Requirements 

 BWE are deducted from earned income if the blind person: 
 
• is under age 65; or 
 
• is age 65 or older; and 
 
• received Medicaid due to blindness (or received payments under a 

former State plan for aid to the blind) for the month before attaining age 
65. 

   
 2. Application of 

Exclusion 
 a. The BWE exclusion applies only to earned income.  BWE in excess of 

the earned income an individual receives during the month are never 
deducted from unearned income. 

 
b. The BWE exclusion is applied to earned income immediately after 

applying: 
 
• any portion of the general income exclusion which has not been 

deducted from unearned income; and 
 
• all other earned income exclusion except the exclusion of income used 

to fulfill an approved plan for achieving self-support (PASS). 
   
 3. Deductible 

Items 
 a. Except for items in 4. below, the cost of any work-related item paid by a 

blind person may be deducted as BWE, regardless of: 
 
• any nonwork benefit that may be derived from the item; or  
 
• the item's relationship to the person's blindness. 
 
b. A blind individual can claim the amount withheld for Federal, State, and 

local income taxes even though other factors may affect his or her tax 
liability (e.g., number of dependents, business loss, etc.). 

 
c. Examples of items which may be deductible as BWE are identified in 

S0820.555. 
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  National Defense Student Loans (NDSL) ..................................S0830.460 

 
Pell Grants ...................................................................................  S0830.460 
Private Non-profit Assistance  ............................................  S0830.605 
 
Radiation Exposure Compensation Trust 
  Fund (RECTF) Payments ...........................................................S0830.740 
Refunds of Taxes Paid on Real Property or  
  Food ............................................................................................S0830.705 
Relocation Assistance ..................................................................S0830.655 
Retired Senior Volunteer Program (RSVP) ...............................S0830.610 
 
School Breakfasts  .........................................................................S0830.635 
School Lunches .............................................................................S0830.635 
Senior Companion Program ........................................................S0830.610 
Supplemental Education Opportunity Grant (SEOG) ..............S0830.460 
Special and Demonstration Volunteer Program.........................S0830.610 
State Student Incentive Grants (SSIG) ...................................S0830.460 
State Assistance Based on Need .....................................................S0830.175 
 
University Year for Action (UYA). ..............................................S0830.610 
 
Victim's Compensation PaymentsS0830.660 
Volunteers in Service to America (VISTA) ................................. S0830.610 
 
Walker v. Bayer Settlement Payments............................................ M0830.760
Women, Infants, and Children Program (WIC)......................... S0830.635 
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AMOUNT OF UNEARNED INCOME 
 
S0830.100  EXPENSES OF OBTAINING INCOME 
 
A. Definition  An expense as used in this section is one that is an essential factor in 

obtaining a particular payment(s). 
   
B. Policy 
 

1. Treatment of 
Expenses 

 Unearned income does not include that part of a payment which is for an 
essential expense incurred in getting the payment. 
 
• From a payment received for damages in connection with an accident, 

we subtract legal, medical, and other expenses connected with the 
accident. 

 
• From a retroactive check from a benefit program other than SSI, we 

subtract legal fees connected with that claim. 
   
 2. How to Deduct 

Expenses--
General 

 Except as noted in 3. below, expenses are deducted from the first and any 
subsequent amounts of related income until you have completely eliminated 
all expenses. 

   
 3. Expense 

Money -- 
Assumption 

 You may assume that the following payments for expenses do not exceed 
the expenses and thus do not result in income: 
 
• payments by a government agency for expenses related to obtaining a 

service or participating in a program (e.g., $10 expense money provided 
to jurors); and 

 
• lump sum advances or reimbursements by employers to cover expenses 

of employment paid by the employee (e.g., employee receives a per 
diem allowance, school bus driver is paid $100 per month allowance to 
pay for gas and maintenance). 

 
NOTE:  See C.2. below for verification requirements when this assumption 
is applied. 

   
 4. Repayment of 

Legal Fees 
When Equal 
Access to 
Justice Act 
Payments are 
Involved 

 An attorney who receives duplicate fees under the Equal Access to Justice 
Act (EAJA) and section 206(b) of the Social Security Act is obligated to 
return the smaller fee to the recipient.  Any such payment to the recipient is 
income, provided that the amount of the fee previously had been deducted 
from income. 

 
 



TN #95-5  11/95 ABD INCOME Page 69 
Volume XIII S0830.501 
 
C. Procedure --

Development and 
Documentation of 
Interest Earned on 
Burial Funds 

 
 1. Consider  
 Type of 

Contract 

  
 
 
 
 
 
If funds and space items are held together in the same purchase agreement or 
contract, first determine which portions are funds and which are space items.  See 
M1130.420. 

   
 2. Entire Burial  
 Fund is 

Excluded 

 Do not document interest if entire burial fund is excluded. 

   
 3. Only a Portion 

of the Burial 
Fund is 
Excluded 

 a. Use the following procedure to determine countable interest to be counted: 
 
STEP   ACTION 
1    Determine total interest paid on the commingled 

account following development guidelines in 
S0830.500. 

 
2    Determine the ratio of the nonexcluded portion of 

the fund to the excluded portion by dividing the 
value of the nonexcluded portion of the fund by the 
total value of the fund.  Carry the quotient to 3 
decimal places. 

 
3    Multiply the decimal obtained in step 2 

representing the nonexcluded portion by the total 
amount of interest earned on the fund.  The result is 
the amount of interest paid on the nonexcluded 
portion of the fund for the period in question. 

 
NOTE:  The same action (in step 2) may be used every month as long as there 
are no deposits to or withdrawals from the total fund. 

 

http://www.dss.virginia.gov/files/division/bp/me_famis/policy/manual/s11.pdf
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  b. EXAMPLE - Computation When Only a Portion of the Burial Fund is 

Excluded.   
 
Mr. Sam Rogers filed for Medicaid on January 8, 1990.  His assets as of 
January 1, 1990 included the following: 
 
• Savings account ($1,000 resources) $1,050 
 ($50 interest income posted 1/1/90) 
• Irrevocable burial contract $1,200 
• Nonhome real property $  500 
• Checking account $  474 
     $1,974 
 
Mr. Rogers designated $500 of his savings account for burial.  His available 
burial fund exclusion is $1,300. ($2,500 - $1,200 irrevocable burial contract.) 
 
Computation of countable interest using steps above: 
 
• $500 = nonexcluded portion of funds 
 
• Divided by $1,000 (total resources in savings account for January)  
 
• Percentage of nonexcluded funds = 50 percent 
 
• Total interest paid = $50 
 
• Percentage of countable interest = 50 percent x $50 = $25 countable 

income for January. 
   
 4. Burial Fund 

Exclusion No 
Longer Applies 

 If you determine that application of the burial funds exclusion ceased during a 
past period, the interest paid on the burial funds in the months the burial funds 
are not excluded may result in countable income the month of receipt and 
countable resource following the month of receipt.  Follow interest income 
development for each month that the burial funds exclusion does not apply. 

   
D. Procedure --

Interest Earned On 
Burial Space 
Purchase 
Agreements 

 a. Consider Type of Contract - See C.1. above. 
 
 
b. Entire Burial Space Purchase Agreement is Excluded 
 Do not document interest if entire burial fund is excluded. 
 
c. Only a Portion of Burial Space Purchase Agreement is Excluded 
 Follow the interest computation procedures explained in C.3. above when 

excluded and nonexcluded burial space items are held in the same purchase 
agreement or contract. 
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M0830.505  RENTAL INCOME 
 
A. Policy 
 
 1. Definitions 

  
 
a. Rent is a payment which an individual receives for the use of real or 

personal property, such as land, housing or machinery.   
 
b. Net rental income is gross rent less the ordinary and necessary expenses 

paid in the same taxable year. 
 
c. Ordinary and necessary expenses are those necessary for the production 

or collection of rental income.  In general, these expenses include: 
 

• interest on debts; 
 

• State and local taxes on real and personal property and on motor fuel; 
 

• general sales taxes; and 
 

• expenses of managing or maintaining property. 
 See A.10. below a for more specific list.   

   
 2. Depreciation 

Not Deductible 
 Depreciation or depletion of property is not a deductible expense. 

   
 3. When to Deduct 

Expenses 
 We deduct expenses when paid, not when incurred. 

   
 4. Earned or 

Unearned 
Income 

 Net rental income is unearned income unless it is earned income from self-
employment (e.g., someone who is in the business of renting properties). 

   
 5. Rental Deposits  Rental deposits are not income to the landlord while subject to return to the 

tenant.  Rental deposits used to pay rental expenses become income to the 
landlord at the point of use. 

   
 6. Rent/Expenses 

Prior to 
Eligibility 

 In determining net rental income, we do not consider rents received or 
expenses paid in months prior to Medicaid eligibility. 
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7. Multiple Family 

Residence 
 In multiple family residence: 

 
• If the units in the building are of approximately equal size, we prorate 

allowable expenses based on the number of units designated for rent 
compared to the total number of units.   

 
• If the units are not of approximately equal size, we prorate allowable 

expenses based on the number of rooms in the rental units compared to the 
total number of rooms in the building.  (The rooms do not have to be 
occupied.) 

 
NOTE:  Any expenses strictly related to a particular rental unit are deducted in 
total from the rent for that unit.  Such expenses are not prorated 

   
 8. Rooms in Single 

Residence 
 For rooms in a single residence: 

 
a. We prorate allowable expenses based on the number of rooms designated 

for rent compared to the number of rooms in the house. 
 
b. We do not count bathrooms as rooms in the house. 
 
c. We count basements and attics only if they have been converted to living 

spaces (e.g., recreation rooms). 
 
NOTE:  Any expenses strictly related to a particular rental room are deducted 

in total from the rent for that room.  Such expenses are not prorated. 
   
 9. Land  We prorate expenses based on the percentage of total acres that is for rent. 
   
 10. Deductible 

Expenses 
 Example of deductible expenses: 

 
• Interest and escrow portions of a mortgage payment (at the point the 

payment is made to the mortgage holder); 
 
• real estate insurance; 
• repairs (i.e., minor correction to an existing structure); 
• property taxes; 
• lawn care; 
• snow removal; and 
• advertising for tenants. 

   
 11. Nondeductible 

Expenses 
 Examples of nondeductible expenses: 

 
• principle portion of a mortgage payment; and 
 
• capital expenditures (i.e., an expense for an addition or increase in the 

value of property which is subject to depreciation for income tax 
purposes). 
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B. Procedures 
 
 1. Evidence 

  
 
a. Use documents in the individual's possession (e.g., bills, receipts, etc.) to 

verify the gross rent and the dates received, and the expenses and the dates 
paid. 

 
NOTE:  The individual's most recent Federal tax return including Schedule E 
will be helpful in identifying past expenses and in estimating future rental 
income.   
 
b. If no documents are available, obtain a signed statement explaining why 

no documents are available and providing an allegation of the gross rent 
and expenses paid for the period involved.  Do not contact the tenants to 
verify the allegation.   

 
c. If you are uncertain whether an expense is allowable (e.g., whether it is an 

incidental repair or a capital expenditure), contact the local Internal 
Revenue Service (IRS) or refer to IRS Publication 527.  Document the file 
with the information obtained from IRS. 

   
 2. Computation  a. Determine gross rent received and deductible expenses month-by-month. 

 
b. Subtract deductible expenses paid in a month from gross rent received in 

the same month.   
 
c. If deductible expenses exceed gross rent in a month, subtract the excess 

expenses from the next month's gross rent and continue doing this as 
necessary until the end of the tax year in which the expense is paid.   

 
d. If these are still excess expenses after applying b. above, subtract them 

from the gross rent received in the month prior to the month the expenses 
were paid and continue doing this as necessary to the beginning of the tax 
year involved.  

 
 NOTE:  Do not carry excess expenses over to other tax years nor use them 

to offset other income. 
   
 3. Documenting 

Calculations 
 Document the proration of allowable expenses and the calculation of net rental 

income. 
   
 4. Joint Owners  Absent evidence to the contrary, apportion net rental income equally among 

owners.  (A signed statement can be acceptable evidence if it reasonably 
explains why apportionment is not equal.) 
 
If the gross rent is split between two joint owners before expenses are paid, 
deduct expenses paid by the Medicaid recipient from his/her portion of the 
gross rent. 
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B. Procedure 
 
 1. General 

  
 
Follow the instructions at M0830.545 pertaining to death benefits. 

   
2. Establishing 

Date of Receipt
 Individual State laws establish when an inheritance is received. 

 
If it is not specified in state law when an inheritance is "received", assume 
the individual derives no income until the earliest of: 
 
• the date the individual alleges receiving the inheritances (using a signed 

statement from the individual or documents in the individual's 
possession); or 

• the date the estate is closed (which may be determined by contacting the 
court or an attorney involved in the closing of the estate). 

   
3. Amount 

Received 
 a. Verify the amount or value of the inheritance using: 

 
• documents in the individual's possession; 
• a court order closing the estate; 
• a copy of the will; or 
• an estimate from a knowledgeable source, if real property involved.

 
b. Based on what the inheritance is, apply the appropriate instructions for 

valuing what was received.  Depending upon what has been received, 
some instructions will be found in S0810 (Income) and some in 
S1120.001. (Resources).  See C. below. 

   
C. References  Trusts, M1120.200 

 
Types of liquid resources, S1110.305 
 
Inheritance and unprobated estates, M1120.215 
 
Real property, M1130.100. 
 
Personal property--household goods and personal effects, M1130.430 
 
Personal property--automobile, M1130.200 

 

http://www.dss.virginia.gov/files/division/bp/me_famis/policy/manual/s11.pdf
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EXCLUSIONS INVOLVING ASSISTANCE PROGRAMS 
 
S0830.600 LOW INCOME ENERGY ASSISTANCE 
 
A. Introduction  Through a block grant, the Federal Government provides funds to States for 

energy assistance (including weatherization) to low income households.  This 
assistance may be provided by a variety of agencies (e.g., state or local 
welfare offices, community action agencies, special energy agencies, etc.) 
and known by a variety of names (e.g., HEAP, Project Safe, etc.)  It is most 
often provided in a medium other than cash (e.g., voucher, two-party check, 
direct payment to vendor, etc.) but may be in cash. 

   
B. Policy  Home energy assistance payments or allowances provided under subchapter 

II of chapter 94, title 42 of the U.S. Code (Low-Income Energy Assistance) 
are excluded from income and resources. 

   
C. Procedure  Use documents in the individual's possession, contact with the provider or 

agency involved, or a precedent to verify that assistance from a particular 
program is provided under the Federal Low-Income Home Energy 
Assistance Program or "LIHEAP".  Once this is verified, no further 
development or documentation is necessary. 

   
D. References  Home energy assistance and support and maintenance assistance, S0830.605.
 
S0830.605  HOME ENERGY ASSISTANCE AND SUPPORT AND  
                   MAINTENANCE ASSISTANCE (HEA/SMA) 
 
A. Background  The legislative intent of this exclusion was to address charitable efforts by 

the community to help Medicaid recipients. 
 
NOTE:  See S0830.600 for instructions pertaining to energy assistance 
provided under Federal programs.   

   
B. Policy — 

Definitions 
 
 1. Appropriate 

State Agency 

  
 
 
The appropriate State agency is the agency designated by the chief 
executive officer of the State to handle the State responsibilities with regard 
to the home energy assistance and support and maintenance (HEA/SMA) 
exclusion.  In Virginia it is the Department of Social Services. 

   
 2. Based on Need  For purposes of this exclusion, based on need means that the provider of 

the assistance: 
 
• does not have an express obligation to provide the assistance ; 
• states the aid is given for the purpose of support and maintenance 

assistance or for home energy assistance (e.g., vouchers for 
heating/cooling bills, storm door); and 

• provides the aid for an Medicaid applicant/recipient, a member of the 
household in which a Medicaid applicant/recipient lives, or a  Medicaid 
applicant/recipient ineligible spouse, or parent. 
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S0830.610  ACTION PROGRAMS/DOMESTIC VOLUNTEER SERVICES 
 
A. Introduction  The Federal government through the ACTION, the Federal domestic volunteer 

agency, is involved in a number of volunteer service programs including: 
 
• Volunteers in Service to America (VISTA); 
• University Year for ACTION (UYA); 
• Special and Demonstration Volunteer Programs; 
• Retired Senior Volunteer Program (RSVP); 
• Foster Grandparent Program; 
• Senior Companion Program. 

   
B. Policy 
 
 1. General 

Exclusion 
 

  
 
Payments to volunteers under chapter 66 of title 42 of the U.S. Code Domestic 
Volunteer Services (ACTION programs) are excluded from income and 
resources. 

   
 2. Exception  Payments are not excluded if the Director of the ACTION agency determines that 

their value, adjusted to reflect the hours served, is equivalent to or greater than 
the minimum wage in effect under the Fair Labor Standards Act of 1938 or the 
minimum wage under the applicable State law, whichever is greater. 
 
NOTE:  See assumption in C.3. below.  To date, the Director of Action has not 
made the above determination and the ACTION agency does not foresee that 
such a determination will ever be made.   

   
C. Procedure 
 
 1. Assume 

Excluded 

  
 
Assume that all payments made by ACTION programs are excludable. 

   
 2. Verify 

Program 
 Use documents in the individual's possession, contact with the program or agency

involved or a precedent to verify that a program is one of those listed in A. above 
or is otherwise funded by or according to agreement with the Federal government 
under an ACTION program. 

   
 3. Accept 

Allegation 
 Accept an individual's allegation of participation in an ACTION program and 

exclude any payments from income and resources without further development 
or documentation. 
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S0830.615  COMMUNITY SERVICE BLOCK GRANTS 
 
A. Background  The Department of Health and Human Services makes community service 

block grants to States to provide a broad range of services and activities to 
assist low-income individuals and alleviate the causes of poverty in a 
community.  States may subsequently make grants or enter into contracts  
with private nonprofit organizations or political subdivisions.   

   
B. Policy--Principle  Assistance involving community service block grants is subject to the  

general rules pertaining to income.  It is neither IBON (S0830.170) nor  
ABON (S0830.175). 

   
C. Operating 

Procedures 
 Determine the nature of the assistance and apply the appropriate operating 

instructions pertaining to income and income exclusions.  Related sections 
include: 
 

S0815.050, Medical and Social Services 
S0830.605, Home energy Assistance and Support and Maintenance  
Assistance 
S0810.420, $20 General Income Exclusion 

 
M0830.620  DISASTER ASSISTANCE--PRESIDENTIALLY-DECLARED 
                   DISASTER 
 
A. Background 
 
 1. General 

  
 
This section addresses presidentially-declared disasters.  There are no specific 
instructions or exclusions addressing other disasters. 

   
 2. Declaration  At the request of a State governor, the President may declare a major disaster 

when the disaster is of such severity and magnitude that effective response is 
beyond the capabilities of the State and local governments, and Federal 
assistance is needed.  Disasters include such things as hurricanes, tornadoes, 
floods, earthquakes, volcano eruptions, landslides, snowstorms, drought, etc. 

   
 3. Source  Assistance provided to victims of a presidentially-declared disaster includes 

assistance from: 
 
• Federal programs and agencies; 
• joint Federal and State programs; 
• State or local government programs; 
• private organizations (e.g., the Red Cross). 
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B. Policy 
 
 1. Support and  

Maintenance 
Other Than 
Repair or 
Replacement 
of Property 

 

  
 
The value of support and maintenance in cash or in kind is excluded from 
countable income if: 
 
a. the individual lived in a household which he or she (or he/she and 

another person) maintained as his/her or their home at the time a 
catastrophe occurred in the area; and 

 
 
b. the President declared the catastrophe a major disaster for purposes of the 

Robert T. Stafford Disaster Relief and Emergency Assistance Act 
(formerly the Disaster Relief Act of 1974); and 

 
c. the individual stopped living in his/her home because of the catastrophe 

and began to receive support and maintenance within 30 days after the 
catastrophe; and 

 
d. the individual receives support and maintenance while living in a 

residential facility maintained by another person.  A residential facility is 
to be interpreted broadly, including a private household, a shelter, or any 
other temporary housing arrangement resorted to because of the disaster.

   
 2. Other Disaster 

Assistance 
 Assistance (other than support and maintenance described in B.1. above) 

received under the Robert T. Stafford Disaster Relief and Emergency 
Assistance Act or any other Federal statute because of a catastrophe which 
the President declares to be a major disaster, is excluded from countable 
income.  This includes assistance to repair or replace the individual's own 
home or other property, and disaster unemployment assistance. 

   
 3. Interest 

Earned 
 Any interest earned on assistance described in B.2. above is excluded from 

countable income.   
   
C. Process--

Verification of 
Presidential 
Declaration 

 A declaration by the President of a major disaster will be public information, 
i.e., newspaper, television, radio, and printing in the Federal Register.  The 
Office of the ARC, Programs for the area is responsible for confirming a 
presidential declaration of a major disaster and the geographic area involved 
and communicating this information.    
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 3. HUD or 

FMHA 
Involvement 
Unknown 

 If an individual alleges receipt of housing assistance and it is not known 
whether HUD or FMHA is involved, use documents in the individual's 
possession, contact with the appropriate housing authority, or a precedent  
(see Note below) to verify whether HUD or FMHA is involved. 
 
NOTE:  A precedent may be used to establish HUD or FMHA involvement 
when it has been verified that a project provides only HUD or FMHA 
assistance. 

   
 4. State, Local or 

Indian 
Assistance 

 In some cases, States, Indian tribes, or local housing authorities may control 
public housing and provide assistance without Federal involvement.  See the 
instructions listed below for pertinent instructions for this and other non-
Federal housing assistance. 

   
D. References  Assistance programs with governmental involvement--general S0830.165 

Home energy assistance and support and maintenance assistance, S0830.605 
 
S0830.635  FOOD PROGRAMS WITH FEDERAL INVOLVEMENT 
 
A. Policy 
 
 1. Food Stamp 

Program 
 

  
 
The value of the food under the food stamp program to any household is 
excluded from income and resources.   

   
 2. School Lunch 

Programs 
 The value of any assistance to children under chapter 13 of title 42 of the U.S. 

Code, School Lunch Programs, is excluded from income and resources.   
   
 3. Child 

Nutrition 
Programs 

 The value of any assistance to children (e.g., school breakfasts, WIC  
Program, Milk Programs) under chapter 13A of title 42 of the U.S. Code, Child 
Nutrition, is excluded from income and resources. 

   
 4. Nutrition 

Programs for 
Older 
Americans 

 The value of any assistance (other than a wage or salary) provided by any 
project under chapter 35 of title 42 of the U.S. Code, Programs for Older 
Americans, is excluded from income.   
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S0830.640  PROGRAMS FOR OLDER AMERICANS 
 
A. Introduction  The Federal Government through the Administration on Aging is involved in 

a variety of programs for older Americans.  The programs may be operated 
by State or local governments or community organizations.  Some types of 
programs are: 
 
• health services; 
• nutrition services (see S0830.635); 
• legal assistance; and 
• community service employment. 

   
B. Policy 
 
 1. Wage or 

Salary 

  
 
A wage or salary paid under chapter 35 or title 42 of the U.S. Code, 
Programs for Older Americans, is earned income subject to the general 
Medicaid policies on earned income. 

   
 2. Not a Wage or 

Salary 
 Anything provided under chapter 35 of title 42 of the U.S. Code, Programs 

for Older Americans, other than a wage or salary is excluded from income. 
   
C. Procedure 
 
 1. Verify 

Program 

  
 
Use documents in the individual's possession, contact with the provider or a 
local council on aging, or a precedent to verify that the program is funded  
by the Federal Government under chapter 35 of "The Older Americans Act" 
and whether a wage or salary is paid. 

   
 2. Wage or 

Salary 
 See S0820.100. 

   
 3. Not a Wage or 

Salary-Accept 
Allegation 

 Accept the individual's allegation of receipt of anything other than a wage  
or salary and exclude it without further development unless you have reason 
to question the allegation. 

   
D. References  ACTION programs (e.g., foster grandparents, retired senior volunteer 

program, senior companion program), S0830.610 
 
Food programs with Federal involvement, S0830.635 
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E. Examples  These examples show how regular income and resources rules apply to IIM 

accounts. 
 
Example 1 - Restricted Account 
 
In March, Mr. Strong's $2,200 annual individual Indian trust income payment 
is deposited, as required by BIA, into the restricted IIM account.  The same 
month, his title II check of $250 is also directly deposited into that account.  
Because Mr. Strong's title II check was available to him in March (though he 
opted to have it deposited into his restricted account), regular income rules 
require treating the $250 as unearned income for that month.  If retained in the 
restricted account, the title II benefits are not a resource.   
 
Under P.L. 103-66, $2,000 of lease income would be excluded per S0830.850. 
However, per S1140.200, none of the lease income is income when deposited 
or a resource when retained in the IIM account since Mr. Strong does not have 
direct control of the funds. 
 
In April, the BIA releases $200 to Mr. Strong.  Per S0810.030 A., $200 is 
counted as unearned income for the month of April since the nonexcludable 
$200 of the $2,200 lease income was then available to him.  Per S1130.700 
B.2., the EW assumes that the nonexcludable lease income funds are 
withdrawn first, leaving as much of the excludable funds in the account as 
possible. 
 
Example 2 - Unrestricted Account 
 
In May, a $150 per capita payment from locally managed tribal funds is 
deposited into Mr. Thornton's unrestricted IIM account.  Development reveals 
that these funds were not held in trust by the Secretary of the  
Interior and, therefore, are not excluded from income and resources.  The 
$150 counts as income to Mr. Thornton in May, per S0810.030 A., and counts 
as a resource, to the extent retained, in June per S1120.005 B.2.  In June, Mr. 
Thornton withdraws the money from his account.  The $150 is a conversion of 
a resource in June per S0815.200, and is therefore not  
counted as income for that month. 

   
F. References  • When income is counted, S0810.030 

• What is income, S0810.005 
• What is not income, S0815.001 
• Conversion of a resource, S0815.200 
• Definition of resources, S1110.100 
• Checking and savings accounts, S1140.200 
• Comingled funds, S1130.700 
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S0830.830  INDIAN-RELATED EXCLUSIONS ACCOUNTS 
 
A. Introduction  For Medicaid purposes, many Federal statutes provide for the exclusion from 

income and resources of certain payments made to members of Indian tribes 
and groups.  Some statutes pertain to specific tribes or Indian groups while 
others apply to certain types of payments.  Some statutes that predate the SSI 
program provide that some payments made under those acts shall not be 
considered as income or resources when determining eligibility for assistance 
under the Social Security Act. 

   
B. Definition Per 

Capita Payments 
 Per capita payments are payments that are made according to the number of 

individual in a specific group and in which each individual shares equally. 
   
C. Policy - Type of 

Payment 
 The following statutes provide that certain types of payments made to 

members of Indian tribes are excluded from income and resources (1.-4., 
below), or only from income (5., below). 

   
 1. Indian 

Judgment 
Funds 
Distribution 
Act—Public 
Law (P.L.) 

   93-134 

 Effective October 19, 1973, per capita distribution payments to members of 
Indian tribes who are due judgment funds, according to a plan of the Secretary 
of the Interior (or legislation, when a plan cannot be prepared or is not 
approved by the Congress) are excluded from income and resources.  This 
does not include payments of funds distributed or held in trust (i.e., in the 
possession or care of a trustee) according to public laws enacted before 
October 19, 1973. 

   
 2. Distribution 

of  Indian 
Judgment 
Funds—P.L. 
97-458 

 Effective January 12, 1983, Indian judgment funds held in trust (i.e., in the 
possession or care of a trustee) or distributed per capita, pursuant to an 
approved plan, or their availability, are excluded from income and resources  
Indian judgment funds include interest and investment income accrued while 
the funds are held in trust.  Initial purchases made with distributed judgment 
funds are excluded from resources. 

   
 3. Per Capita 

Act — P.L. 
98-64 

 Effective August 2, 1983, per capita distributions of all funds held in trust by 
the Secretary of the Interior to members of Indian tribe are excluded from 
income and resources. 
 
NOTE:  Any local tribal funds that a tribe distributes to individuals on a per 
capita basis, but which have not been held in trust by the Secretary of the 
Interior (e.g., tribally managed gaming revenues) are not excluded from 
income and resources under this provision. 
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 4. Alaska Native 

Claims 
Settlement Act 
(ANCSA) — 
P.L. 100-241 

 Effective February 3, 1988, the following items received from a native 
corporation are excluded from income and resources:   
 
• cash received from a native corporation (including cash dividends on 

stock received from a native corporation) to the extent it does not exceed 
$2,000 per individual per year;   

 
• stock (including stock issued or distributed by a native corporation as a 

dividend or distribution on stock); 
 
• a partnership interest; 
 
• land or an interest in land (including land or an interest in land received 

from a native corporation as a dividend or distribution on stock); 
 
• an interest in a settlement trust. 
 
The ANCSA also provides that up to $2,000 in retained distribution from a 
native corporation may be excluded from resources for each year beginning 
with 1988. 

   
 5. Payments 

From 
Individual 
Interests in 
Trust or 
Restricted 
Lands — P.L. 
103-66 

 Effective January 1, 1994, up to $2,000 per year received by Indians that is 
derived from individual interests in trust or restricted lands is excluded from 
income.  (See S0830.850.)   
 
NOTE:  Interests of individual Indians in trust or restricted lands are excluded 
from resources (S1130.150.) 

 

http://www.dss.virginia.gov/files/division/bp/me_famis/policy/manual/s11.pdf
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S0830.850  EXCLUSION OF INCOME FROM INDIVIDUAL INTERESTS IN 
                    INDIAN TRUST OR RESTRICTED LANDS 
 
A. Introduction  Native American income derived from tribal trust lands is excluded by 

federal statutes (see S0830.830 B).  Individual interests of Native  
Americans in trust or restricted lands are excluded from resources (see 
S1130.150).  The Omnibus Budget Reconciliation Act of 1993 (P.L. 103- 
66), enacted August 10, 1993, further provides for an exclusion of income 
derived from those individual interests in Indian trust or restricted lands for 
purposes of determining Medicaid eligibility. 
 
This income (often called individual Indian trust or lease income) generally 
comes from interests in lands that were allotted to individual Indians many 
years ago.  The income generated by those interests may be quite small 
since many of the original interests in allotted lands have fractionated over 
time, e.g., due to inheritance by multiple heirs over several generations. 

   
B. Policy  Up to $2,000 per year in payments derived from individual interests in  

Indian trust or restricted lands is excluded from income.  Such payments 
include any interest which accrues on funds while held by B/A and before 
being distributed or credited to an individual's account. 
 
This exclusion applies to the income of an ineligible spouse or ineligible 
parent(s) in the deeming process.   
 
For purposes of applying the $2,000 annual exclusion, for both eligibles and 
deemors, only payments received in months of the Medicaid individual's 
eligibility count toward the $2,000 annual exclusion. 

   
C. Procedure--

Development and 
Documentation 

 Verify and document income derived from individual interests in trust or 
restricted lands per S0830.820 E. 
 
If that income exceeds $2,000 per calendar year, determine the month that 
the $2,000 annual exclusion was exceeded, and count the excess as 
unearned income in the months received. 
 
EXAMPLE:  During a redetermination interview, Mr. Elwell, a member of 
the Yakima Indian Tribe, reports receiving accumulated lease payments of 
$2,800 in 1994 from his individual interests in allotted Indian grazing  
lands.  He alleges receiving $1,000 in March, $700 in June and $ 1,100 in 
October.  Review of case records shows that the payments for March and 
June were reported timely, but Mr. Elwell was ineligible for Medicaid in  
June due to receipt of earned income.  The eligibility worker (EW) excludes 
the payment received in March and $1,000 of the payment received in 
October, and does not consider the $700 received in June.  The EW 
determines unearned income of $100 for October, the month the $2,000 
annual exclusion was exceeded.   

   
D. References  • Other Indian related exclusion, S0830.830 

• Resource exclusion of individual Indian interests in trust or restricted 
lands, S1130.150 

• Rental Income, S0830.505 
 




