Medicaid and Life Insurance: Can
Your Past Financial Planning
Jeopardize Your Eligibility?

Most people are aware that, in order to qualify for Medicaid benefits an applicant must meet
strict state-imposed income and resource restrictions. Luckily, when determining which
resources are available, many assets are exempt from counting towards the Medicaid resource
limit. Some examples include:

1. Principal place of residence, lot, and sale proceeds if another residence is purchased
within 3 months of the sale.

2. Household goods and personal effects up to a specified amount.
3. Engagement and wedding rings.

4. Automobile used for necessary transportation, such as for transportation to
employment or medical treatments.

5. Automobile not used for the above purposes, up to a specified value.
6. Business property and life insurance policies up to a specified amount.

Unfortunately, many of these excluded resources are limited in value to a relatively small
amount. This holds true for life insurance policies, an asset which many individuals own.
Although each state may have differing resource limits, in general, to be an excluded asset, life
insurance must not exceed $1,500 in death benefits. If the death benefit exceeds this amount, the
policy’s cash value is seen as an available asset, and may serve to disqualify the Medicaid
participant.

For example, assume Samuel, a Medicaid applicant, owns a life insurance policy with a death
benefit of $2,000 and a cash value of $700. The policy’s death benefit exceeds the life insurance
excluded resource limit by $500. Therefore, the cash surrender value of life insurance policy
valued at $700 is seen as an available resource to Samuel. Depending upon Samuel’s other
available resources; this may push him beyond the Medicaid allowable limits, thereby preventing
Samuel from receiving government assistance.

This particularly becomes a problem for certain older Medicaid applicants. It is not unusual for
older individuals to own several small insurance policies purchased 20 or more years ago, only to
have later forgotten about the policies. Although the policies may be small in death benefit
value, once accumulated, the policies are oftentimes large enough to disqualify a Medicaid
applicant.
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How is this possible? Assume Margaret, a Medicaid applicant, purchased three different life
insurance policies 20 years ago. The policies are all relatively small in death benefit value:
Policy A has a death benefit of $500; Policy B has a death benefit of $500; and Policy C has a
death benefit of $750. Although individually each policy fits well within the $1,500 resource
limit to have the life insurance excluded, when aggregated, Margaret’s policies surpass the limit
by $250. Therefore, Medicaid will determine the cash value of each policy and the total amount
will be considered as an available resource to Margaret.

So what can be done if you’re in the above situation? Be informed. Meet with a qualified estate
planning attorney who specializes in Medicaid planning, such as those at MHK before applying
for government assistance. This will allow you to get a clear picture of your chances for
receiving assistance. Failing to do so could jeopardize your chances at qualifying for valuable
aid when you need it most.

This communication may not be used and is not intended or written to be used and cannot be used, by you
for the purpose of avoiding penalties that may be imposed on you by the Internal Revenue Service.
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For over forty years, the attorneys at Morris, Hall and Kinghorn, P.LLC. have been providing
quality estate planning documents for our clients. Helping our clients protect their assets for those
that they love has been our goal from the very beginning. We are recognized throughout the
Southwest for our expertise in educating individuals about the importance of proper estate planning.
We do this through various speaking engagements and seminars; and further, we keep our clients
up-to-date through constant communication, complimentary reviews and phone calls and more
advanced seminars.

At MHK, we focus on protecting families from the expense and delay of probate, providing long-
term care planning options and minimizing tax consequences. We also implement the basic and
advanced estate planning strategies for clients and assist in administering clients’ estates upon death
or disability. As we do no other law other than estate planning, our focused practice allows us to
answer the complex questions and concerns consumers have about estate planning,.

Morris, Hall, and Kinghorn is staffed with experienced attorneys and paralegals, trained in the
complex areas of probate, trust, elder law, life care planning and tax law. The aim of our law firm is
to help you, our client, understand the basic principles of estate planning, its importance and why
each individual needs a plan. We have helped thousands of individuals secure their assets and eased
the mind of them and the families left behind. By taking advantage of the services that MHK has to
offer, you can be assured that your legacy and your family will be protected.

If you like a current schedule of seminars in your area or would like to schedule a consultation
with an attorney, please visit www.morristrust.com or call toll free 888.222.1328.
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This Academy Report reflects the opinion of the American Academy of Estate Planning Attorneys. 1t is based on onr understanding of national trends and procedures, and is
intended only as a simple overview of the basic estate planning issues. We recommend you do not base your own estate planning on the contents of this Academy Report alone.
Review your estate planning goals with a qualified estate planning attorney.

The American Academy of Estate Planning Attorneys is a member organization serving the needs of attorneys committed to providing their clients with the best in estate
planning. Through the Academy’s comprebensive training and educational programs, it fosters excellence in estate planning among its bers and helps them deliver the highest
possible service to their clients.
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