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Medical Benefits for Children with Disabilities or Serious Illness

By Bridget Asay, Leighton Holness, and Kathleen Roberts

A loophole in the New Jersey Care regulations works to the advantage of children who have disabilities but are not income-eligible for Medicaid through SSI or otherwise because their parents’ income has been “deemed” to them.  If there is another child in the family, the child with a disability may be eligible as a so-called Medicaid “companion case.”  SCHS case managers are aware of this loophole, and refer eligible families to the local county welfare agency.

Ordinarily, if a child with a disability applied for Medicaid under the New Jersey Care program, the parents’ income would be deemed available to the child in order to determine eligibility.  “Companion case” means that another child in the family applies for Medicaid under the Medically Needy program at the same time that the child with a disability applies for New Jersey Care.  This is why the process is sometimes called a “split application.”  The parents’ income is “deemed” to the other child, who is listed as eligible pending spend-down for the Medically Needy program.  The spend-down is usually very high, so the other child does not receive any benefit.  However, since the parents’ income has all been deemed to the other child, the child with a disability can now be considered on his or her own.  Unless the child has substantial income of his or her own, s/he will be income-eligible for New Jersey Care as an individual with a disability.  The regulatory authority for this practice is NJAC 10:72-4.4(d), which deals with income deeming in New Jersey Care programs.  The last sentence reads:

No income shall be deemed to an aged, blind, or disabled individual from a person who is a member of a household unit of an eligible pregnant woman or child under the provisions of this chapter or who is in the budget unit of eligible AFDC-related Medically Needy cases (including a case that is eligible pending spend-down.

A child at any income level could be eligible pending spend-down for Medicaid under the Medically Needy program.  The deductible would just be extremely high.  Generally, there is no point in a family bothering to apply if there is no prospect that medical expenses will reach that high; families with a child with a disability, however, can take advantage of this loophole to obtain Medicaid benefits for their child with a disability.

Here’s how it basically works.  The child with a disability must meet the SSI disability requirements, and there must be at least one other child in the family.  There is a resource limit of $6,000 (or slightly higher depending on family size), which the other child must meet in order to qualify for the Medically Needy program.  The family home is exempt, but not most other resources, such as cash, bank accounts, IRAs, stocks, a car depending on its value, and life insurance policies.

To start the application process, the family should call the county welfare agency to make an appointment.  The family should always mention that there is a child with a disability in the family, and that s/he wants to apply for a Medicaid companion case or make a split application.  If the clerk or intake worker does not understand, the family should ask to speak to a supervisor.

The family should bring to the appointment birth certificates, Social Security cards, proof of address, and documentation of income and resources including two months’ income documentation (pay stubs, etc.), bank statements, stock certificates, a car payment coupon book, etc.  S/he should also bring any available medical records of the child with a disability (child study team reports are sometimes the easiest to get).  Any medical records the family can bring will speed up the approval process, but don’t delay the appointment to wait for records.  The caseworker will have the family sign release forms for any additional records that are needed.

The medical records are sent to the Disability Review section of the Division of Medical Assistance and Health Standards for evaluation of the child’s disability according to Social Security disability standards.  The process can take about 60 days, but can take longer if a doctor or hospital is slow to send out records.  If the child is found to have an eligible disability and to be financially eligible, Medicaid will pay medical expenses for three months retroactive to the date of application, so be sure to get proof of that date.

Meanwhile, the other child is put on Medically Needy pending spend-down, with a deductible of one-third gross salary every six months.  This means that the deductible may be several thousand dollars, so in practice the other child never gets any Medicaid benefits.  This is simply a device to qualify the child with a disability for Medicaid.

NJAC 10:72-4.4(d) does not apply only to children with disabilities, but all people who are disabled, blind, or aged.  A disabled or elderly spouse or parent can become eligible for New Jersey Care in the same way, if there is a child in the family who can apply for the Medically Needy program.

However, a child with a disability who has no brothers or sisters can’t take advantage of the loophole because parental income will be deemed to him or her, potentially making the child ineligible for Medicaid.  On the other hand, a wealthier family with two or more children would be able to get Medicaid for one or more other children, if they have a disability.  One other objection to the companion case loophole is that in effect there are no income limits on eligibility for families with more than one child.

According to the State Department of Human Services, an unknown but significant number of people with disabilities have achieved Medicaid eligibility through this loophole.  Advocates should be aware, however, that the federal Health Care Financing Administration may, under new or current federal regulations, disapprove of this aspect of the state’s income budgeting methodology for Medicaid applicants.

