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HEARING DECISION 

This matter is before the undersigned Admini strative Law Judge pursuant to MCL 400. 9 
and MCL 400.37 upon  claimant's request for a hearing.   After due notic e, a telephone 
hearing was held on September 21, 2010. Claimant personally appeared and testified.  
 

ISSUE 
 

Did the Department of Hum an Services (the department) properly determine that  
claimant had excess  income for purpos es of Medical Assistance (MA-P) and a 
deductible spend-down? 
 

FINDINGS OF FACT 
 
The Administrative Law Judge, based upon the com petent, material and substantial 
evidence on the whole record, finds as material fact:   

 
(1) Claimant currently has an active Medical Assistance deductible spend-

down case.    
 
(2) Claimant’s monthly household income is $  in RSDI income.    
 
(3) The depar tment, after allowing deductions of $  unearned income 

deduction and a protected inc ome limit  of  $  determine that claimant  
had excess income f or purposes of M edical Assistance and a deductible 
spend-down in the amount $ per month. 

 
(4) On December 12, 2009,  the department  casework er sent claimant notice 

that the Medicaid benef its would be denied based  up on ex cess i ncome 
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and the case would be transferred to  deductible spend-down effective 
November 1, 2009.   

 
(5) On November 4, 2009, the claimant filed a request for a hearing to contest 

the department’s negative action.   
 

CONCLUSIONS OF LAW
 
The Medical Assistance (MA) program is estab lished by Title XIX of the Social Sec urity 
Act and is  implement ed by T itle 42 of the C ode of Federal Regulations  (CFR).  The 
Department of Human Services  (DHS or  department) administers the MA program 
pursuant to MCL 400.10, et seq., and MCL 400.105.  Department  policies are found in 
the Program Administ rative Manual (PAM), the Program Eligibili ty Manual (PEM) and 
the Program Reference Manual (PRM). 
 
Michigan provides MA for eligible clients under two general classifications: Group 1 and 
Group 2 MA. Claimant qualified under the Group 2 classification because s he receives 
RSDI inco me, which  consists of clients w hose e ligibility result ing from the state 
designating certain types of indiv iduals as medically needy. BEM, Item 105. In order to 
qualify for Group 2 MA, a medic ally needy client  must have inc ome that is equal to or 
less than the basic protected monthly income level.  
 
Department policy sets forth a method for de termining the basis maintenance level by  
considering: 
 

1. The protected income level, 
 
2. The amount diverted to dependents, 

 
3. Health insurance and premiums, and 

 
4. Remedial services if determining the eligibility for claima nts in adult care 

homes. 
 
If the claim ant’s income exceeds the protec ted income level, the excess income must 
be used to pay medical expenses before Group 2 MA coverage can begin. This process 
is known as a deductible spend- down. The policy requires the depar tment to count and 
budget all income received that is not specif ically excluded. There are three main types 
of income: countable earned, countable unearned, and exc luded. Earned incom e 
means income received from another person or organization or  from self-employment 
for duties that were performed for remunerat ion or profit.  Unearned income is any 
income that is not earned. The amount of income c ounted may be more than the 
amount a person actually receives, because  it is the amount before deductions are 
taken, including the deductions  for taxes and garnis hments.  T he amount before any  
deductions are taken is called the gross amount.  BEM, Item 500, p. 1.  
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The department, in the instant case, calculated claimant’s income based upon receipt of 
$  per month in RSDI income from the Social Security Administration.    
 
After giving claimant the appropriate $ earned and unearned expense deductions, the 
claimant was receiving $  per month in  net monthly income. The depart ment also 
gave claimant a deduction of $  for an insurance premiu m which left a net income 
of $   The Administrative  Law Judge has  reviewed t he r ecord and the exhibit s 
and finds that the fiscal group’s net income after being provided with the most beneficial 
unearned income deductions is  $  per mont h. Federal regulations at 42 CFR  
435.831 provide standards for t he determination of the MA monthly protected incom e 
levels. T he department, in this  case, is in  complianc e with the Program Reference 
Manual, Tables, Charts, and Schedules, Table 240-1. Table 240-1 indicates that the 
claimant’s monthly protected income level for claimant ’s fiscal group of one person is  
$  per month, which leaves her with an ex cess income in the amount of $  The 
department’s determination that claimant ha s excess income for purposes of Medical 
Assistance eligibility is correct.  
 
Deductible spend-down is a proc ess which allows the customer with excess income to 
become eligible for Group 2 MA if sufficient allowable medical expe nses are inc urred. 
BEM, Item 545, p. 1. Meeting the spend-down means reporti ng and verifying allowable  
medical expenses that equal or exceed t he spend-down/deductible amount for th e 
calendar month tested. BEM, Item 545, p. 9. The group mu st report expenses by the 
last day of the third month following the month it wants MA coverage for. BEM, Item 103 
explains verification and timeliness standards. BEM, Item 545, p. 9. 
 
The department’s determination that claimant had a spend-down in the amount of $
per month is correct based upon the information contained in the file.  
 
Claimant testified on the record that the spend-down is  unfair and too expens ive 
because she is on d ialysis and has other bills  and cannot afford to pay her spend-down  
and all of her other bills. 
 
The claimant’s grievance centers on dissatisfaction with the department’s current policy. 
The claim ant’s request is not  within th e scope of authority del egated to this 
Administrative Law Judge pursuant to a wr itten directive signed by the Department of 
Human Services Director, which states: 
 

Administrative Law J udges hav e no aut hority to make 
decisions on constitutional gr ounds, ov errule statutes, 
overrule promulgated regulatio ns or overrule or make 
exceptions to the department policy set out in the program 
manuals. 

 
Furthermore, administ rative adjudication is an exercise of execut ive power r ather than 
judicial power, and restricts th e granting of equitable remedies .  Michigan Mutual 
Liability Co. v Baker, 295 Mich 237; 294 NW 168 (1940). 
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Therefore, the Administrative Law Judge fi nds that the department  has est ablished by 
the necessary, competent, material, and subst antial evidence on t he record that it was 
acting in c ompliance with depar tment policy when it determined that claimant had 
excess inc ome for purposes of Medical A ssistance benefit eligib ility and when it 
determined that claimant had a monthly deductible spend-down in the amount of $
The Administrative Law Judge has no equity powers in this case and cannot act outside 
of department policy. 
 

DECISION AND ORDER 
 
The Administrative Law Judge, based upon t he above findings of fact and conclusion s 
of law, dec ides that t he department has established by  the necessary c ompetent, 
material and substantial ev idence on the r ecord that it was  ac ting in com pliance wit h 
department policy when it propos ed to cancel claimant’s M edical Ass istance benefits 
and open a spend-down case fo r claimant in the amo unt $  per month based upon 
claimant’s possession of excess income.   
 
Accordingly, the department’s decision is AFFIRMED. 

 
 
 
 
 
 
 
 
 

     ___/s/__________________________ 
      Landis Y. Lain 
 Administrative Law Judge 
 for Ismael Ahmed, Director 
 Department of Human Services 

 
 
Date Signed:_ October 13, 2010     ______ 
 
Date Mailed:_ October 13, 2010______ 
 
NOTICE:  Administrative Hearings may or der a rehearing or  reconsideration on either  
its own motion or at t he request  of a party within 30 days of the mailing date of this 
Decision and Order.  Administrative Hear ings will not orde r a rehearing or  
reconsideration on the Department's mo tion where the final decis ion cannot be 
implemented within 90 days of the filing of the original request.  
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The Claimant may appeal the Decision and Order  to Circuit Court within 30 days of the 
mailing of the Decis ion and Order or, if a ti mely request for rehearing was made, within  
30 days of the receipt date of the rehearing decision. 
 
LYL/alc 
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