441—75.73(249A) Income under MAGI methodology. The total countable earned and unearned income of the applicant or member included in the household as defined in rule 441—75.72(249A) will be considered when determining initial and ongoing Medicaid eligibility for coverage groups that are subject to MAGI methodology as specified in rule 441—75.71(249A). For eligibility to exist, the total countable monthly income of the applicant’s or member’s household must be at or below the income limit for the applicable coverage group pursuant to rule 441—75.74(249A).
    75.73(1) Household member income exclusions under MAGI. The income of a household member that meets the requirements of paragraph 75.73(1)“a” or “b” is excluded from the household’s total countable income.
    a.  Income of children under age 19. 
    (1)  The income of a child under the age of 19 who is:
    1.  Included in the household of the child’s parent, and
    2.  Not expected to be required to file a federal tax return under 26 U.S.C. Section 6012(a)(1) for the taxable year in which Medicaid is being determined, regardless of whether a tax return is filed by the child for the tax year.
    (2)  A child with income of less than the threshold determined annually by the IRS is considered not expected to be required to file a tax return for the taxable year in which Medicaid is being determined.
    b.  Income of tax dependent other than spouse or child. 
    (1)  The income of a tax dependent other than a spouse or a child who is not expected to be required to file a federal tax return under 26 U.S.C. Section 6012(a)(1) for the taxable year in which Medicaid is being determined is not included, regardless of whether a tax return is filed by the tax dependent for the tax year.
    (2)  A dependent with income of less than the threshold determined annually by the IRS is considered not expected to be required to file a tax return for the taxable year in which Medicaid is being determined.
    (3)  Any cash support provided to the claimed dependent by the tax-filer.
    75.73(2) Countable income under MAGI. For the purpose of determining initial and ongoing MAGI Medicaid eligibility, countable income is the amount that remains after allowable expenses and deductions have been subtracted from gross countable income as defined in paragraph 75.73(2)“a.” Income described in paragraph 75.73(2)“b” is excluded as countable income. Allowable expenses and deductions are limited to those allowed in accordance with paragraphs 75.73(2)“c” and “d.”
    a.  Gross countable income. Gross countable income under MAGI includes income types that are considered as gross income for federal tax purposes pursuant to 26 U.S.C. Sections 61 and 71 through 91 and calculated pursuant to 26 U.S.C. Section 36B(d)(2)(B), except as specified in paragraph 75.73(2)“b.” Gross countable income for the purpose of Medicaid eligibility under MAGI includes but is not limited to the following income types:
    (1)  Earned income, including salaries, wages, tips and other compensation for services that include fees, commissions, fringe benefits such as sick pay, vacation pay, severance pay, and similar items, and including foreign earned income and housing expenses of a U.S. citizen or resident who lives abroad even though these types of income may not be taxable.
    (2)  Gross profit derived from a self-employment trade or business as defined in paragraph 75.73(2)“e” and 26 U.S.C. Section 1402;
    (3)  Capital gains derived from dealings in assets or property;
    (4)  Interest (taxable and non-taxable);
    (5)  Rental income, including room and board;
    (6)  Royalties;
    (7)  Taxable dividends;
    (8)  Alimony and separate maintenance payments;
    (9)  Taxable annuities;
    (10)  Income from life insurance and endowment contracts;
    (11)  Pensions;
    (12)  Income from discharge of indebtedness;
    (13)  Distributive share of partnership or S-corporation gross income;
    (14)  Income in respect of a deceased person;
    (15)  Income from an interest in an estate or trust;
    (16)  Deemed sponsor income;
    (17)  Social security benefits (taxable and nontaxable);
    (18)  Disability payments, including government, private, temporary and permanent payments;
    (19)  Unemployment Insurance Benefits (UIB);
    (20)  Gambling winnings;
    (21)  Survivor’s benefits; and
    (22)  Strike pay.
    b.  Income types excluded from gross income. Income that meets the following criteria is not considered when determining countable gross income under MAGI despite the fact that the income may be considered for federal tax purposes. The exclusion of these income types is in accordance with 42 CFR Section 435.603(e).
    (1)  An amount received as a nonrecurring lump sum from a source that is considered in determining adjusted gross income for federal tax purposes pursuant to paragraph 75.73(2)“a” is counted only in the month received for determining Medicaid eligibility under MAGI. A nonrecurring lump sum received from a source that is not considered in determining adjusted gross income for federal tax purposes is entirely excluded.
    (2)  Scholarships, awards, or fellowship grants used for education purposes and not for living expenses are excluded from income.
    (3)  Certain American Indian and Alaska Native income derived from distributions, payments, ownership interests, real property usage rights, and student financial assistance pursuant to 42 CFR Section 435.603(e)(3) is excluded from income.
    (4)  Student financial assistance provided under the Bureau of Indian Affairs education programs is excluded from income.
    (5)  Any other type of income that is not identified as countable in paragraph 75.73(2)“a” and is not otherwise included in “adjusted gross income” for federal tax purposes pursuant to 26 U.S.C. Section 62 is excluded from income.
    c.  Allowable expenses. Expenses that are allowed as deductions from gross income when determining a person’s adjusted gross income for federal tax purposes pursuant to 26 U.S.C. Section 62 are subtracted from gross income as defined in paragraphs 75.73(2)“a” and “b” when determining countable income under MAGI. Allowable expenses include:
    (1)  Educator expenses.
    (2)  Certain business expenses of reservists, performing artists, and fee-based government officials.
    (3)  Health savings account contributions.
    (4)  Moving expenses for members of the Armed Forces.
    (5)  Deductible part of self-employment tax.
    (6)  Contributions to self-employed Simplified Employee Pension (SEP), Savings Incentive Match Plan for Employees of Small Employers (SIMPLE) and Qualified Plans.
    (7)  Self-employed health insurance contributions.
    (8)  Amount of penalty for early withdrawal of savings.
    (9)  Alimony payments made under a divorce or separation agreement executed before January 1, 2019.
    (10)  Certain individual retirement account (IRA) contributions.
    (11)  Student loan interest expense.
    (12)  Expenses directly related with the conduct of a self-employment trade or business, including but not limited to depreciation and capital losses.
    d.  MAGI Income Deduction. An amount equal to 5 percent of the FPL for the applicable household size will be subtracted from the total monthly countable MAGI income amount when:
    (1)  An applicant’s monthly MAGI income exceeds the highest income limit of all of the coverage groups for which the applicant meets the categorical requirements, and
    (2)  Deducting 5 percent results in the applicant’s income being within the income limit of the coverage group with the highest income limit for which the applicant meets categorical requirements.
    e.  Self-employment defined for MAGI purposes. A person is considered self-employed if the person:
    (1)  Carries on a trade or business with the goal of making a profit and is the sole proprietor of the trade or business, or
    (2)  Is an independent contractor and the person paying for the work has the right to control or to direct only the result of the work and not how the work will be done.
    75.73(3) Income verification. The department will accept an applicant’s or member’s attestation of income and use the attested income to determine eligibility when the attested amount is reasonably compatible with electronic data sources as defined in rule 441—75.1(249A).
    a.  Verification not required. The department will not require the applicant or member to provide verification when attested income is reasonably compatible with EDS or verification is available to the department from other sources.
    b.  Verification required. When attested income is not reasonably compatible with EDS or verification is not available to the department from other sources, the applicant or member must provide verification of the income in accordance with 441—subrule 76.8(2) or provide a statement that reasonably explains the discrepancy between the attested income and electronic data sources.
    75.73(4) Budgeting procedures for determining financial eligibility under MAGI. Initial and ongoing financial eligibility under MAGI is based on current monthly household composition and income with consideration given to any anticipated changes or fluctuation in income or expenses pursuant to 42 CFR Section 435.603(h). Total countable earned and unearned income of all persons in the applicant or member household after applicable expenses and deductions is considered in determining financial eligibility under MAGI in accordance with subrules 75.73(1) and 75.73(2).
    a.  Current monthly household income. Both initial and ongoing eligibility will be based on current monthly income when current income and any applicable expenses are a good indicator of future income except when the income is unemployment insurance benefits as described in paragraph 75.73(4)“c.”
    b.  Change in current month’s income. If the household indicates that current countable income is not indicative of future income due to a change that is reasonably expected to occur in the current or next month, the amount of monthly income used for initial and ongoing eligibility will be calculated based on the change. When the anticipated change is with unemployment insurance benefits, income will be budgeted as described in paragraph 75.73(4)“c.”
    c.  Unemployment insurance benefits (UIB). When current income includes UIB, the monthly amount of UIB income used for initial and ongoing eligibility will be determined by annualizing the remaining balance according to the applicable item below:
    (1)  For applicants, the monthly amount is determined by using the remaining balance as of the first day of the month in which the application was filed and dividing the balance by 12. If the UIB will end in the application month, the annualized amount will be used for the application month only and no UIB income will be used for months thereafter.
    (2)  For members in the review process described in rule 441—76.14(249A), the monthly amount is determined by using the remaining balance as of the first day of the month of the new certification period and dividing the balance by 12. If the UIB will end in the first month of the new certification period, the annualized amount will be used for the first month and no UIB income will be used for months thereafter.
    (3)  For members reporting a change and not due for review as described in rule 441—76.14(249A), the monthly amount is determined by using the remaining balance as of the first day of the month in which the change can be acted upon in accordance with rule 441—76.16(249A).
    d.  Recurring lump-sum income. Recurring lump-sum earned and unearned income, except for the income of the self-employed, will be prorated over the number of months for which the income was received and applied to the eligibility determination for the same number of months.
    (1)  Income received by an individual employed under a contract will be prorated over the period of the contract.
    (2)  Income received at periodic intervals or intermittently will be prorated over the period covered by the income and applied to the eligibility determination for the same number of months.
EXCEPTION: Periodic or intermittent income from self-employment will be treated as described in paragraph 75.73(4)“h.”
    (3)  Applicable expenses and deductions will be applied to the monthly prorated income.
    e.  Conversion of weekly or biweekly income to a monthly amount. When income received weekly or biweekly (once every two weeks) is projected for future months, it will be projected by adding all income received in the time period being used and dividing the result by the number of instances of income received in that time period. The result will be multiplied by four if the income is received weekly, or by two if the income is received biweekly, regardless of the number of weekly or biweekly payments to be made in future months.
    f.  Self-employment income. Countable income from self-employment not received on a regular weekly, biweekly, semimonthly or monthly basis will be annualized (annual income averaged over a 12-month period of time) to arrive at the monthly amount to be used to determine eligibility, even if the income is received within a short period of time during that 12-month period. Countable self-employment income is gross countable income as defined in paragraph 75.73(2)“a” less allowable expenses pursuant to subrule 75.73(2)“c.” Any change in self-employment will be handled in accordance with subparagraph 75.73(4)“f”(3).
    (1)  When a self-employment enterprise that does not produce a regular weekly, biweekly, semimonthly or monthly income has been in existence for less than a year, income will be averaged over the period of time the enterprise has been in existence to arrive at a projected monthly amount to be used to determine eligibility. If the enterprise has been in existence for such a short time that there is very little income information or income in the period of time is not a good indicator of future income, the department will establish, with the cooperation of the applicant or member, a reasonable estimate of the projected monthly income to be used for eligibility.
    (2)  The policies outlined in this paragraph apply when self-employment income is received before the month of decision and the income is expected to continue, in the month of decision, after assistance is approved.
    (3)  A change in the cost of producing self-employment income is defined as an established, permanent, ongoing change in the operating expenses of a self-employment enterprise that will result in a significant change in the person’s annual net income. Change in self-employment income is defined as a change that will result in a significant change in the person’s annual income.
    1.  When an applicant or member reports that change in operating expenses has occurred and the person’s self-employment income has been annualized, the department will recalculate the expenses on the basis of the change.
    2.  When a change in self-employment income occurs and the person’s self-employment income has been annualized, the department will recalculate income and expenses on the basis of the change.
    3.  A change in the cost of producing self-employment income or income received from self-employment that occurs as a result of seasonal business fluctuations is not considered a change for the purpose of this subparagraph.
    g.  Rounding procedures. The following rounding procedures apply when determining countable MAGI income.
    (1)  The third digit to the right of the decimal point in any calculation of income will be dropped.
    (2)  When the monthly countable income is converted to a percentage of the FPL and the resulting percentage is not a whole number, the FPL percentage is rounded up to the next whole percentage.
    75.73(5) Shared living arrangements. When an applicant or member shares living arrangements with another family or person, funds combined to meet mutual obligations for shelter and other basic needs are not income. Funds made available to the applicant or member exclusively for the applicant’s or member’s needs are considered income, except as described at 75.73(1)“b”(3).
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