
 

 RHODE ISLAND MEDICAID  

EXECUTIVE OFFICE OF HEALTH AND HUMAN SERVICES 

MEMORANDUM 

 
TO: NURSING HOME PROVIDERS  
  HOME AND COMMUNITY BASED PROVIDERS 
 

FROM: ELENA NICOLELLA, ASSOCIATE DIRECTOR, EOHHS 

 

SUBJECT: PROCESS TO ADDRESS IMPACT OF NEW TAXATION RULES ON CERTAIN INDIVIDUALS 
ELIGIBLE FOR MEDICAID LONG-TERM CARE 

DATE: 3/12/2012 

CC: SANDRA POWELL, DIRECTOR, DEPARTMENT OF HUMAN SERVICES 

Issue: 
It has come to our attention that new State taxation rules could have the unintended 
consequence of negatively impacting individuals eligible for Medicaid funded Long-term 
Care.  Prior to this filing year, people could deduct medical expenses for both federal and 
state taxes.  Effective this filing year, it is no longer allowable to deduct medical expenses 
when determining your State tax.  The problem arises when a person eligible for Medicaid 
Long-term Care, who is spending almost all his or her income to contribute towards the cost 
of care, is faced with a State tax liability.  This person may not have available funds to pay 
the State tax. 
 
Response: 
Our goal is to ensure people can both pay their taxes and maintain Medicaid eligibility.  We 
are implementing an approach that we hope will ensure individuals who face a state tax 
liability as well as the need to contribute to the cost of their Medicaid-funded care are not 
unduly harmed by having to pay two liabilities when they may have insufficient resources. 
 
The approach is as follows: 
If a person has a state tax liability that is directly related to the change in policy regarding the 
deduction of medical expenses, the person should send to their caseworker at the 
appropriate Department of Human Service Long-term Care Field Office copies of: 

- A letter indicating the tax liability owed is a direct result of the inability to deduct 
medical expenses; 

- Signed and dated RI 1040 Resident tax forms reflecting the tax owed ; 
- a copy of the check sent to the Rhode Island Division of Taxation or proof of 

electronic payment;  
- a copy of the bank statement showing the check was cashed; and 
- Form 2848 Power of Attorney (if necessary) 

 
The Long-term Care Field Offices will review the documentation and if all the information 
is acceptable, will allow the person's patient liability to decrease in the amount equal to the 
tax liability. 
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This approach is supported by existing rules: 
 
0392.15.15.15       Tax Assessments 
REV:06/1994 
 Individuals ordered by the Internal Revenue Service, the Rhode Island Division of  
Taxation, or other State or municipal taxing authority to pay income taxes may retain 
income to pay the taxes. 
 
In order for this approach to comply with federal and state requirements, we need to ensure 
that the tax liability was actually paid before we are able to decrease the patient liability.  In 
the case of someone who has no additional resources, nursing homes and home and 
community based providers may be asked to temporarily forgive a portion of the patient 
liability owed.  We will ensure that providers are made whole for any temporary reduction in 
patient liability.  The following example is provided as an illustration: 
 
A nursing home resident has a patient liability of $1,000 each month that is paid directly to 
the nursing home. 
 
The resident has a State tax liability of $1,000 that she pays to the State of Rhode Island in 
April.  If the only funds she has available are those funds that she uses to pay patient liability, 
she will not pay her patient liability in April.   In situations such as this, we are requesting 
that nursing homes allow the residents to not pay their patient liability without any risk. 
 
The resident will send to the Long-term Care Field Office the documents listed above. 
 
Let us assume for this example, those documents are received and reviewed in May.  They 
are found to be sufficient, and the Long-term Care Field Office will decrease the patient 
liability by $1,000 in order to make the nursing home whole for April.  In May, the resident 
will pay her full patient liability as well.  In May, the nursing home will receive the $1,000 in 
patient liability for May as well as $1,000 in additional nursing home reimbursement to 
account for the decreased patient liability in April.  
 
We are asking nursing homes and home and community-based providers for their 
cooperation in this endeavor.  We will be monitoring this approach to determine the level of 
administrative burden and complexity.  If necessary, we will work with the RI Department of 
Taxation to develop alternative responses in the next filing year. 

                                                      
 Nursing home resident is indicated for example purposes only; this approach will have application to some 
home and community based care participants as well. 

 



 

 
Please contact the following for additional information: 
 
Questions specific to the new tax policy or other taxation related concerns: 
Michael Canole: (401) 462-2448 
 
Questions regarding reimbursement: 
Kelly Leighton:  (401) 784-8013 
 
Questions regarding patient liability, please contact the appropriate Long-term Care Field 
Office.   

http://www.dhs.ri.gov/tabid/836/Default.aspx
http://www.dhs.ri.gov/tabid/836/Default.aspx
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