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STATE OF WASHINGTON

DEPARTMENT OF SOCIAL AND HEALTH SERVICES

Aging and Long-Term Support Administration

Home and Community Services Division

PO Box 45600, Olympia, WA 98504-5600


H15-032 – Information
 May 29, 2015
	TO: 
	Area Agency on Aging (AAA) Directors
Home and Community Services (HCS) Division Regional Administrators
Developmental Disabilities Administration (DDA) Regional Administrators


	FROM:
	Bea Rector, Director, Home and Community Services Division

Don Clintsman, Deputy Assistant Secretary Developmental Disabilities Administration 



	SUBJECT: 
	Changes to Internal Revenue Service (IRS) tax reporting for individual providers who live with clients who were receiving personal care services through qualified 1915(c) Waiver programs but are now receiving services through Community First Choice 1915(k). 

	Purpose:
	To notify HCS and DDA staff that notices about changes in IRS reporting will be sent to providers in their June invoice. 

To provide HCS and DDA staff with information about how the implementation of the Community First Choice (CFC) 1915(k) program will affect IRS tax withholding for Individual Providers who live with clients they provide care to. 

	Background:
	Background In 2014, the IRS issued guidance that changed the income tax requirements for providers of certain types of personal care services.  Providers who lived with the DSHS clients for whom they were providing services did not have to pay income tax on the income they earned from personal care services.  This change only applied if the client was receiving services under a Medicaid program called a “1915(c) waiver program”.   In 2014, DSHS gave providers an opportunity to file an attestation indicating that they fell into the category of providers who would not have to pay income tax on their earnings.  If they provided the attestation to DSHS, DSHS did not withhold taxes from their payment for providing personal care services, as long as those services were provided under a 1915(c) waiver program. 
For additional information about this change that occurred in 2014 see MBH14-056: IRS tax reporting rule changes that may affect IPs who live with clients receiving personal care services through qualified 1915(c) waiver programs.


	What’s new, changed, or

Clarified

 
	Changes/Updates:
What has Changed    
Beginning July 1, 2015; DSHS will not be paying for personal care services under most 1915(c) waiver programs.   Personal care services, which are currently provided through the COPES, Basic +, Core, and CIIBS waiver programs, will be authorized through the Community First Choice Medicaid State Plan program.  Washington State’s Legislature has directed DSHS to implement the Community First Choice 1915(k) state plan program. Without further IRS guidance or clarification, the income paid under the Community First Choice program does not qualify for the income tax exclusion that may have been available to 1915(c) providers since 2014.
IPs who provide personal care to clients receiving services through COPES, CIIBS, Core, or Basic + waiver  and are paid with an SSPS code indicating that the provider lives with the client  will receive a notice in their June invoice describing this change and providing instructions (see attached). Based upon the information they receive, providers can choose to have DSHS start withholding federal income tax, as it did before 2014.  If so, they will need to complete a W4 and send it to the Tax Desk.
Providers may download a W4 form from the DSHS SSPS Internet:

https://www.dshs.wa.gov/sesa/social-service-payment-system/tax-info
Completed W4 for federal withholding should be sent  to:

Department of Social & Health Services

Attn:  SSPS/PFU

Po Box 45346

Olympia WA  98504-5346

	ACTION:
	Be informed of the changes to IRS tax reporting for IPs who provide personal care to clients who will be transitioning to CFC and qualified for the tax exemption. de
Be aware that notices will be sent to providers in their June invoice that explain the change and provide information about downloading the W4 and sending it to DSHS at the address listed above.

Refer providers to the tax desk for questions. 

	Related 
REFERENCES:
	MBH14-056: IRS tax reporting rule changes that may affect IPs who live with clients receiving personal care services through qualified 1915(c) waiver programs. 

	ATTACHMENT(S):   
	Notice sent to providers in June invoice. 
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	CONTACT(S): 

	Rachelle Ames, HCS Program Manager

(360) 725-2353

rachelle.ames@dshs.wa.gov
Stacy Graff, IP Program Manager
(360) 725-2533

stacy.graff @dshs.wa.gov
Dustin Quinn Campbell, HCS SSPS Program Manager

(360) 725-2535

dustin.quinncampbell@dshs.wa.gov
Jaime Bond, DDA Interim State Plan Services Unit Manager

360-725-3466

Jaime.Bond@dshs.wa.gov
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This is a notice about Internal Revenue Service (IRS) changes that may affect your obligation to pay income taxes. 



Background In 2014, the IRS issued guidance that changed the income tax requirements for providers of certain types of personal care services. Providers who lived with the DSHS clients for whom they were providing services did not have to pay income tax on the income they earned from personal care services. This change only applied if the client was receiving services under a Medicaid program called a “1915(c) waiver program”. In 2014, DSHS gave you an opportunity to file an attestation indicating that you fell into the category of providers who would not have to pay income tax on your earnings. If you provided the attestation to DSHS, DSHS did not withhold taxes from your payment for providing personal care services, as long as those services were provided under a 1915(c) waiver program. 



What has Changed Beginning July 1, 2015, DSHS will not be paying for personal care services under most 1915(c) waiver programs. Personal care services, which are currently provided through the COPES, Basic +, Core, and CIIBS waiver programs, will be authorized through the Community First Choice Medicaid State Plan program. Washington State’s Legislature has directed DSHS to implement the Community First Choice state plan. The Community First Choice program is a 1915(k) program. Unless the IRS provides further guidance or clarification, it is our understanding that income paid under the Community First Choice program will not qualify for the income tax exclusion that may have been available to you since 2014. This is because the IRS’s income exclusion is available only for 1915(c) programs.  



Based upon the information provided above, you can choose to have DSHS start withholding federal income tax, as it did before 2014. If so, you will need to complete a W4.



You may download a W4 form from the DSHS SSPS Internet:

https://www.dshs.wa.gov/sesa/social-service-payment-system/tax-info



Send your completed W4 for federal withholding to:



Department of Social & Health Services

Attn: SSPS/PFU

Po Box 45346

Olympia WA 98504-5346
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