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WSR 21-13-163
PROPOSED RULES

HEALTH CARE AUTHORITY
[Filed June 23, 2021, 8:27 a.m.]

Original Notice.

Preproposal statement of inquiry was filed as WSR 21-03-068.

Title of Rule and Other Identifying Information: WAC 182-509-0365
MAGI income—Self-employment income, 182-509-0370 MAGI income—How
self-employment income is counted, and 182-509-0375 MAGI income—Lump
sums.

Hearing Location(s): On July 27, 2021, at 10:00 a.m. In response
to the coronavirus disease 2019 (COVID-19) public health emergency,
the agency will not provide a physical location for this hearing. This
promotes social distancing and the safety of the citizens of Washing-
ton state. A virtual public hearing, without a physical meeting space,
will be held. To attend the virtual public hearing, you must register
at the following link https://zoom.us/webinar/register/

WN wMJYBsAHTh2zJLDCJYIPhw. After registering, you will receive a con-
firmation email containing information about joining the webinar.

Date of Intended Adoption: Not sooner than July 28, 2021.

Submit Written Comments to: Health Care Authority (HCA), Rules
Coordinator, P.O. Box 42716, Olympia, WA 98504-2716, email
arc@hca.wa.gov, fax 360-586-9727, by July 27, 2021.

Assistance for Persons with Disabilities: Contact Amber Lougheed,
phone 360-725-1349, fax 360-586-9727, telecommunication[s] relay serv-
ice 711, email amber.lougheed@hca.wa.gov, by July 16, 2021.

Purpose of the Proposal and Its Anticipated Effects, Including
Any Changes in Existing Rules: The agency is making amendments to up-
date these rules and align them with the Internal Revenue Code.

Changes to WAC 182-509-0365: Subsection (1) includes examples of
self-employment business structures, and new subsection (2) states
that self-employment income is counted as earned income and lists ex-
ceptions.

In subsection (3) (d), the agency added several tax schedules that
a self-employed person may use to report income, to align with the IRS
Code.

In subsection (5), the agency removed examples of self-employ-
ment, as these fall under the more general income descriptions in sub-
section (1).

The agency removed former subsection (6) regarding American Indi-
an/Alaska Native excluded income because this is already addressed in
WAC 182-509-0340.

The agency removed former subsection (7) regarding job duties not
considered to be self-employed, which was redundant with proposed sub-
sections (2) and (3). Former subsection (8) has been moved to subsec-
tion (2).

Changes to WAC 182-509-0370: In subsections (1) and (2), the
agency removed language about working at a business long enough to
file a tax return because some people may not be required to file, re-
gardless of the time worked.

The agency removed subsection (3), which was not needed with the
new language in subsections (1) and (2).

Changes to WAC 182-509-0375: The agency revised subsection (2) to
clarify when a lump sum payment is counted as income.
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The agency removed subsection (4) regarding lump sums received by
members of federally recognized tribes because this income is already
addressed in WAC 182-509-0340.

The agency also removed subsection (5) regarding tax refunds be-
cause this income is already addressed in WAC 182-509-0320.

Reasons Supporting Proposal: See purpose.

Statutory Authority for Adoption: RCW 41.05.021, 41.05.160.

Statute Being Implemented: RCW 41.05.021, 41.05.160.

Rule is not necessitated by federal law, federal or state court
decision.

Agency Comments or Recommendations, if any, as to Statutory Lan-
guage, Implementation, Enforcement, and Fiscal Matters: Not applica-
ble.

Name of Proponent: HCA, governmental.

Name of Agency Personnel Responsible for Drafting: Melinda Froud,
P.O. Box 42716, Olympia, WA 98504-2716, 360-725-1408; Implementation
and Enforcement: Mark Westenhaver, P.0O. Box 45543, Olympia, WA
98504-2716, 360-725-1324.

A school district fiscal impact statement is not required under
RCW 28A.305.135.

A cost-benefit analysis is not required under RCW 34.05.328. RCW
34.05.328 does not apply to HCA rules unless requested by the joint
administrative rules review committee or applied voluntarily.

The proposed rule does not impose more-than-minor costs on busi-
nesses. Following is a summary of the agency's analysis showing how
costs were calculated. These rules do not impose any costs on busi-
nesses.

June 23, 2021
Wendy Barcus
Rules Coordinator

0TS-2988.2

AMENDATORY SECTION (Amending WSR 14-01-021, filed 12/9/13, effective
1/9/14)

WAC 182-509-0365 MAGI income—Self-employment income. For pur-
poses of determining eligibility for modified adjusted gross income
(MAGI) -based Washington apple health ((4WAH))) (see WAC 182-509-0300):

(1) Self-employment income is income earned by a person from run-
ning a business, performing a service, selling items that are made, or
reselling items with the intent to make a profit, after deducting al-
lowable IRS self-employment expenses. This income can be earned if the
person 1is carrying on a trade or business as a sole proprietor or an
independent contractor; a member of a partnership that carries on a
trade or business; or otherwise in business for themselves (including
a part-time business). Examples of self-employment business structures
include, but are not limited to:

(a) Sole proprietorship - An unincorporated business owned by one
person.

(b) Partnership - A relationship between two or more people who
conduct a trade or business.
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(c) Corporation — An entity that conducts business, realizes net
income or loss, pavs taxes, and distributes profits to shareholders.
(d) S corporation - Similar to a corporation, but this structure

passes corporate income, losses, deductions, and credits through to
the shareholders for federal tax purposes.

(e) ILimited liability company (LLC) - An entity formed by one or
more people or entities through a special written agreement that de-
tails the organization of the LILC.

(2) Self-employment income is counted as earned income as descri-
bed in WAC 182-509-0330, except when it is earned by a child or tax
dependent and the income is below the filing threshold, as described
in WAC 182-509-0360(1) .

(3) A person is considered to be self-employed if they earn in-
come without having an employer/employee relationship with the indi-
vidual who pays the income. ((Faeters—te—~censider—are)) Self-employed
people do not work for a specific employer who pays them a consistent
salary or wage. Factors to consider are whether:

(a) The person has primary control or has the right to control
what they do and how they do their job;

(b) The business aspects of the person's job are controlled by
the person and not the payer (this includes things like how the person
is paid, whether expenses are reimbursed, or who provides tools/
supplies);

(c) The person has a ((weitten)) contract stating that ((kRe—er
she—4s)) they are an independent contractor; or

(d) The person reports ((kRis—er—her)) their income using one or
more IRS schedules or forms that include, but are not limited to:

(41) Schedule C((+))

(1i) Schedule C-EZ((+))

(1ii) Schedule E;

(iv) Schedule F;

(v) Schedule K-1((—e*))

(vi) Schedule SE;

(vii) Form 940;

(viii) Form 941;

(ix) Form 942;

(x) Form 943;
(
(

xi) Form 1065; or

xii) Form 1120.

((2¥)) (4) A person is considered to have an employer/employee
relationship when:

(a) The individual the person provides services for has primary
control of how the work is done; or

(b) The person receives an IRS Form W-2 to report the income that
is earned.

( (4-)

(5) Self-employment does not have to be a licensed busi-

)
ness for a person's business or activity to qualify as self-employ-

(Some—exampltes—eof—self—-employmentares

P . B P
| R e =) (=8 [ S
.
’

ment.

n oo 17 r ol o
o OIr T =z Tiey =

B

Certified on 7/1/2021 [ 3 ] WSR 21-13-163



-
IT
LT

o

(@ yw)
il
P
(@ yw) (&8
e
A8 [ NEP .

1 AN
=

ol g
OO0 u_)LJ.J.b/
Ty
-
”
is
d ad

CIT

T TrgTesS
TSEE W2

o oCTT

PR SN B N T SN

T

T T .

+

I |
C O TCTT T
their
lllLJJ.\J_Y A\ Iy

mi
-
o

R R,
LT T TV I U T

WSR 21-13-163
are—h
Qcctiull
effective
ie

T
EN0._.N24N

CL ToTrL
AV,

+ 1
CIT
PENEN
PTroPT T
+
"
£
T
o
=
"

income

o
o
A
h
OTIT
o

(

T
bhiia

I
EENELS
B

T I COTIT
(o
+

and 45 C.F.R.

effective 1/9/14.]

aha 1 .
CIT=—=C7
nyr

199

T

4

CIT LT O
A\ S s S A WA 1§

CIrctit
PR R

r

T

+h o
C

r

L
£ ol a

a2 A
(oW
£
o T
ot
—OoT
NS
[@wn
OO
E S T
T
+
PTOoT
iIrV\Val
|APY
Ao
cCO
ENEZERN
LIt
457,

A&

m
A

+ 1
CITT
S
o
I I
(& yw)
£
L4\
17
filed 12/9/13,

4

bility for modif

lllt./J_\J_Y TIT
£
435,
ton apple health

£
A -
~
CIITTaT
1 OTIT

T

Tr C\Julb/u.xl_y
oo

¥
e
igi

TTOTIT

=

e
\R s

=
NS
£ 4.
L CTT
s
[SAVAY i =y w
e A
CUTThO 1K -

PTroT T Cy
e
cogrtEed
Patient Protection and Affordable
§§ 431,

O IO

filed 12/9/13,

N vt
(&Y b/LAJ.L_
haed £
(&Y P A8 [ S N
K

How self-employment

P I IR
KT CToSTIIg

+ 2

T TIttio

or—a
F CIT
A=
(&1 -
nul—
is
ining e
ing

4
LTT
o
[ S
|y e W §
4

4

S

m
T
ey

m
171 3
T Titg

333 == =a w4

13 a+a~A
T oC

S
C
o
A\
income—

n
[}

K
1T

_
[ N .
-

s o]

[ S Ny @ R
£
[SAVAY i =y w
o
=)
~

otk
=
42 C.F.R.
§ 182-509-0365,
based Wash

e aws
r

Washington State Register

=
o

N

o

RCW 41.05.021,
)_

cCO oI T
n

r
| e
nIr

4

T
o

-
o~
T o0t~
mir
T
£2 ooy
.

(Amending WSR 14-01-021,

A+ o
JOOo—CotTt =T

~
PPN
(&Y TS TIT
~
A8 AL i I,
Wi T
rm
MAGI

h

v
™
Sz
2y

TTOTLT

ra
T o OTT
T

=

11 3rme e

T oIty
n

111-148),

OOy It
WSR 14-01-021,

r
mi

T

+

CTT

Ara ok Sy
b/J.U\_A\.A\_/ L v

o o

L

o
[ 5 WP g s v W iy

1O U1
P R R

o
n
1
e
r
r
O

i

cao It

T iTg
]

(6) A person must keep records of

self-employment income and deductions and provide this information to

A =
the agency upon request.
TP
CIT
J - -

£ oo

O

mh
IITT

ol o

\_/J.J.(_A.J.\j A8

Retain

J

¥

Rasrnr o o~

L LALLLLJ.Ll\j

ol

[
neaaA

CUTT oI -

(P.L.
For purposes of determ
income

n
o

o
o

C
7
e
7
o
=}

i
T
T
o

7
O

WAC 182-509-0370 MAGI

counted.

(= 2\
vtL7
(1)
Ity
L7
>
(7
(Q\

4

Sz am o Nt o
KT LtaCtTtcIOTt
£2 ooy

o117

-
I I PR
UL/J.J_\j(_AL_J.ULL
an

=
cao LT

4

O Lol T

[Statutory Authority

AMENDATORY SECTION

1/9/14)

1

e wAw AW § A=
£

A\ -
J.J.u_)LJ.J.Ll\j I
Tha o

[ N B R Sy )

i

WITOT \w awy
noxrt

L./(_A.J. C
Care Act
155.

ted gross

-

cO

o

o
OO

1

[CAV S mp i §

nerekh A+ +
J.J.\J\Avll [ & N CTIT

ney
ESAESAT

A
<

PR PNE|
AATZ =)

o o
T oo TS

CIT

TE +1
-

T

)
7

o
T1T 15 A
.-
T J\J_Y
+ o
CTr
o
[=a=] (- a
=9
T T

3

T CO

o
=}
1

n

It

WSR 21-13-163

nt o
oo
ENES
T
it
oo Tt
Y M
ENEE
s A
wooTO 1O

=}
T T
3z
nesz
T
3z
CTOTT
T

n
o

v OoOTo
n

13
CIT

-
T A
ll.lt/_L\J-Yll.l
g
PT
P S S EL 1N
J.J.U\Avl.l T
e
C TV -
+ 1 Toct
CIT
OTIT A\ aw i
e
1o ITT
Al
Sy aw s

ot 1
CTITTO T

T
CIT

o

n
n

~ o~ A
T+t

o
+h
Tt
PTEIE IRt
]

\.iu_Lt/ll.l
daionon

Y
cCOoOL Iy

+
&
=}
n
ney
EXAESAT
o
WL CIr It
= A
T
+
T

3z
O OTT

v OoOTo
+

n
A

+

O
-
&

3

o
v OoOTo

ot

A=

rxzra o~
T

4
1 m
3

-

Ittt
\

rm
<z
Y

N

szt
P
S
_Y oL |
P I
OO TIT
treyae ]
VA= = )
+ 1
1
r+ <7
J_L.,_Y
Ly r+
Ut/ [ S @ N WS S W i
o
TTCr J
S i
[ SN U5 R

3
TITT
n

N A

3
8
o
OO

+ 1
CTT
et
CTTOUTThO
;
.
SS—PToP
A
T
in
.
J__L_L_Ll.lv (=5

3

TIans
12N

[ S N
+ 1
1o ITT
g onon
1
TTTOWOS Ly
it
]
[ S N iy @ R Y
2

ISCEW
oo

’

A AL~
[CEyavasavaAv av

1 ey

CTITg oo oL

SR g
Tt

o

m
OTIT
TITrC

o
OO

Qi oo
[, ¥ W G my & §

1 ey
3z

m

OTIiT
Ty OO Tt

i S

e

i S

- CIT
11
K

+ 1

CIT

£ o+

o
=}

TE +1
e

T
[CAV S np i §

T
A=
m

3

o1
+ 1
T
A s
S S

CIT

£
| g
PRI IR
[SyS== s
(D)
T
£
T OTtt
1 m + 1
(S
TAZNAY
7
TN
T T OW
A +

Certified on 7/1/2021

jyNIesw §
+
CTIIT
T

mo



Washington State Register WSR 21-13-163

n + E
1T C b/
1l aoat+ 7o
LTTO T _Y &% g S
(2 T +1h noracnn Vo A~ b g a PSR NNE —E NS N~ N S - =] £ £
\N=i J S - CIT b/ 1O UTT [=] |2 g S ITC L TT T U \w awy [=] IToT - b/J. [=] ITC TT 1S A= I -
Broo atreod 2o~ o o sz1 Adaoana~sa~d ey o~ ENECSE I AN no £ Lo alh ar e o
b/J.UJ = C A8 L TT O U & e A= \w § T A8 LI_Y . a1 LTTT A I T T T ITUTTOS A - SR S U & g - uu.u.u.\j [=]
1 1o + 1 PPN AWAE T IR ~NPNE SN I = + 1 oy o P + at 4 N s~ T x 7 S~
LTT L TT U I CIT (_A.\j Ll\_/_y b/ [ S § § g Sy Sy ) CIT b/ 1O UTT [ o C LT T (&1 IO TT T IO UITTT
by—averaging—inecome) ), the medicaid agency counts self-employment in-
come by:

(1) Adding together gross self-employment income and any profit
made from selling business property or eguipment over a period of
time; and

(2) Subtracting business expenses and income deductions allowed
by the Internal Revenue Service that the person would be entitled to
if thev were filing a federal tax return and:

(a) Averaging the income to come up with a monthly amount based
on the period of time the business has been in operation within the
last vyear; or

(b) Averaging the income over a representative period of time if
the current income does not represent the person's projected income as
shown by clear indications of future changes in income; or

(c) By averaging the self-emploved income and deductions claimed
on the previous year's tax return over a representative period of
time.

[Statutory Authority: RCW 41.05.021, Patient Protection and Affordable
Care Act (P.L. 111-148), 42 C.F.R. §§ 431, 435, 457, and 45 C.F.R. §
155. WSR 14-01-021, § 182-509-0370, filed 12/9/13, effective 1/9/14.]

AMENDATORY SECTION (Amending WSR 14-01-021, filed 12/9/13, effective
1/9/14)

WAC 182-509-0375 MAGI income—Lump sums. For purposes of deter-
mining eligibility for modified adjusted gross income (MAGI)-based
Washington apple health ((4WAHY)) (see WAC 182-509-0300):

(1) A lump sum payment is money that a person receives but does
not expect to receive on a continuing basis, such as an insurance set-

tlement.
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and it otherwise qualifies as ((rereeurnted)) countable income under
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[Statutory Authority: RCW 41.05.021, Patient Protection and Affordable
Care Act (P.L. 111-148), 42 C.F.R. §§ 431, 435, 457, and 45 C.F.R. §
155. WSR 14-01-021, § 182-509-0375, filed 12/9/13, effective 1/9/14.]
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