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Tips for Optimal Quality 

Sound Quality 

If you are listening via your computer speakers, please note that the quality  

of your sound will vary depending on the speed and quality of your internet 

connection. 

 

If the sound quality is not satisfactory, you may listen via the phone: dial  

1-866-961-9091 and enter your PIN when prompted. Otherwise, please  

send us a chat or e-mail sound@straffordpub.com immediately so we can 

address the problem. 

 

If you dialed in and have any difficulties during the call, press *0 for assistance. 

 

Viewing Quality 

To maximize your screen, press the F11 key on your keyboard. To exit full screen,  

press the F11 key again. 

 

 

FOR LIVE EVENT ONLY 



Continuing Education Credits 

In order for us to process your continuing education credit, you must confirm your 

participation in this webinar by completing and submitting the Attendance 

Affirmation/Evaluation after the webinar.  

 

A link to the Attendance Affirmation/Evaluation will be in the thank you email 

that you will receive immediately following the program. 

 

For additional information about continuing education, call us at 1-800-926-7926 

ext. 35. 
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Program Materials 

If you have not printed the conference materials for this program, please 

complete the following steps: 

• Click on the ^ symbol next to “Conference Materials” in the middle of the left-

hand column on your screen.   

• Click on the tab labeled “Handouts” that appears, and there you will see a 

PDF of the slides for today's program.   

• Double click on the PDF and a separate page will open.   

• Print the slides by clicking on the printer icon. 

 

FOR LIVE EVENT ONLY 
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Annuities for 
Medicaid 
Planning 

Lori J. Parker 

Parker Law Office 

lori@parker-law-office.com 



The Basics:  The Rare Magic of 
Annuities 

 
Annuities transform assets—typically cash—into a stream 

of income 
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If we’re using it for Medicaid planning, 
it  

should be Medicaid-compliant 

Enter, the SPIA – the one and only Medicaid-
compliant annuity 
 
  “Single Premium Immediate Annuity” 
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Qualities of a Medicaid-Compliant 
Annuity 

• Irrevocable – lump sums go in….but they don’t come 
out; 

• Medicaid program is named as primary beneficiary, to 
the extent to benefits paid (exceptions for disabled or 
minor child); 

• Payout begins immediately – there’s no deferral; 
• Actuarially sound – its payments are based on the 

amount paid in, as paid out over actuarial life 
expectancy; 

• Locks the client in – it’s non-assignable/non-
transferrable; 

• Equal payment amounts; no balloon payments; 
• Single premium. 
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One more really important thing 
about SPIAs 

SPIAs are the Emergency Department of Medicaid 
planning.  They’re damage control.  They control the 
bleeding….they don’t stop it. 
 
By contrast, timely-undertaken irrevocable trusts, asset 
transfers, and long-term care insurance are “preventative 
care”.  They eliminate the need for a trip to the Annuity 
E.D. 
 
Moral of the Story:  Plan early and often!!  Clients ought 
not to be dealing with SPIAs unless and until they are 
confronted with payment for institutional long term care 
and don’t have any other plan in place. 
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Contrast SPIA to: 

Deferred annuity 
 
• The most common type of annuity; 
• Not Medicaid-compliant – “deferred” and “Medicaid-

compliant” are mutually exclusive; 
• Deferred annuities are investment vehicles; they work 

like an IRA/401k plans, allowing the investor to  defer 
taxes on earnings until retirement 

• Revocable – Invested funds can be withdrawn 
(although probably subject to penalty); 

• Revocability and availability means that for Medicaid 
purposes, deferred annuities are countable resources. 
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Contrast SPIA to: 

 
Medicaid “friendly” annuity  
  
• Sold to elders who want to be prepared and 

prudent…but whose knowledge is limited; 
• “It’s a tax-deferred investment for now…and it can 

be annuitized to help cover nursing home costs!!  
You can get onto Medicaid right away!!” 

• Tax-deferred – so NOT Medicaid-compliant; 
• Friendly!?!?!??  To whom???  

32 



Is a SPIA the right choice?  

• Who needs the annuity – single person or married couple; 
• What’s our goal – preserve whatever assets we can; 
• When/where are we considering a SPIA – in the ”Emergency 

Department” of Medicaid planning, when no prior planning 
has been done, or prior planning no longer “fits”; 

• Why do we think that a SPIA would help– create income 
security for Community Spouse; preserve inheritance for 
future generations; 

• How do other planning options compare – turning 
countable assets into non-countable assets versus turning 
countable assets into income; commercial annuity versus 
private annuity. 
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The identity and circumstances of the 
client govern the structure and funding 

of our SPIA 

Married couples – we’re looking for a lifetime stream 
of income for the Community Spouse; more siuted to 
commercially-available annuity; 
 
Single individuals – shorter-term goals - here, we’re 
doing a “half-a-loaf” type plan, i.e., intentionally 
creating a penalty period by gifting roughly 50 
percent of the client’s assets to others; then using 
the remaining funds to pay for the cost of care during 
the penalty period; better suited to private annuity. 
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We want to preserve as much as 
possible, and in a way that’s most useful 

to the client 
For married couples: 
 
• Is their income already sufficient?   
• Would income from a SPIA be of help (spousal refusal)? 
• Could a Family Court order provide for the income needs of the Community 

Spouse? 
 
 
For both single and married: 
 
Are there other, more beneficial ways that we could use the money? 
 
Examples: 
• Pre-paid funeral and burial (single or married) 
• Improvements to residence 
• Payment for home care rather than institutional care (could use SPIA to fund 

home care) 
• New car 
• Items that may be helpful/life-enhancing for the client 
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SPIA downsides – the lesser of two evils 
 

• SPIA represents the loss of some component of 
value in order to retain some other component of 
value; 

• Income generated may be taxable; 

• No ability to access principal; 

• No adjustment for inflation; 

• If purchased from an investment advisor, may not 
be Medicaid-compliant; 

• Some states may disfavor private annuities. 

 

 
36 



Funky situations 
 

• Nursing Home Spouse dies shortly after the annuity has been 
purchased (short nursing home stay….minimal Medicaid 
payback)—Community Spouse is stuck with the periodic 
payments….even if they would be better off with a lump sum 

• Community Spouse buys the annuity, then subsequently needs 
nursing home care – benefit of the annuity is greatly diluted; will 
be part of Community Spouse’s self-payment amount.   

• Community Spouse predeceases Nursing Home Spouse – Nursing 
Home Spouse will likely be forced into taking elective share 

• Client bought a non-compliant annuity; now needs nursing home 
care—non-compliant annuity can likely be sold, liquidated 
(probably with surrender penalty)…or maybe treated as a tax-free 
1035 exchange; in either case, funds from the non-compliant 
annuity are used to purchase the SPIA 
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1. MEDICAID ANNUITIES 

• MUST BE CAUTIOUS! 

• Annuity must be Medicaid compliant 

• Use to maximize spousal income 

(particularly if already over MMMNA) 

• Must be actuarially sound 

• Must have Medicaid as beneficiary 

• SO DIFFICULT LOOK AT 

ALTERNATIVES 

40 



 

MEDICAID 

QUALIFICATIONS/STRATEGIES 
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        INCOME AND RESOURCES 
• Income below $ 2205 for applicant, 

some states count couples’ income 

• Single – Countable Resources 

below $2000 

• Married -- Countable Resources 

below $241,800 

• Life insurance/burial funds less 

than $ 1500 (or $5000) each 
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1. EXEMPT  PURCHASES 

• Funeral/Burial 

• House 

• Car 

• Pay debt (mortgage, minimize debt for 

community spouse) 

• Work on home 
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 MAXIMIZE INCOME: MEDICARE 

SAVINGS PROGRAM 

• QMB/SLMB/QI 

• Income driven: 1025/1226/1377 

• Married 1374/1644/1847 

• Most states limit assets 
(federal limit: single: 7390, 
married: 11,090) 

• Several states (including AL) 
do not count assets 
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EXAMPLE: EXEMPT PURCHASES 

• MARRIED CLIENT IS GOING IN NURSING HOME, HAS 

$65,000.00.  

• COUPLE HAS NO LIFE INSURANCE, NO FUNERAL POLICY 

• OPTION 1: do nothing, spenddown on the nursing home, 

give spouse 1/2 (or may have to spenddown to $25,000), 

once below $2000 then client qualifies for Medicaid. When 

client passes away, spouse pays for funeral out of that 

spouse's 1/2 

• OPTION 2: buy a prepaid policy that complies with your 

state's regulations, spouse gets a minimum of 24,180.00, 

spenddown on nursing home. At death, funeral is paid from 

policy. THIS IS BETTER. 



2. EXEMPT  TRANSFERS 

 

• To spouse (but if spouse is sick…) 

• To disabled child (everything) 

• To caretaker child (house) 

• To sibling with an equity interest (house) 

• To minor child (house) 

• To special needs trust (for disabled child or 

self settled if under age 65) 

• To special needs trust (pooled for over age 65) 
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EXAMPLE: EXEMPT TRANSFER 

   

 

 

• MARRIED CLIENT IS GOING IN NURSING HOME, 

HAS $50,000*.  

• HAS NO RESOURCES FOR ITEMS SHE/HE MAY NEED 

• OPTION 1: do nothing, give spouse 1/2*, spenddown rest 

on the nursing home, once below $2000 then client 

qualifies for Medicaid. When client needs something (lift 

chair, uncovered therapy, maybe private room fees (but 

maybe not), property taxes, insurance, cell phone, 

eyeglasses), spouse pays out of their $25,000. 

• OPTION 2:  give spouse 1/2, open a special needs trust 

for the other 1/2, you are spentdown on nursing home.  

The client's trust pays for uncovered needs. At death, 

Medicaid gets what is left. THIS IS BETTER. 

• *Some states permit the spouse to keep up to $120,800 

without spending any on the nursing home, like Florida 



COMMUNITY SPOUSE INCOME 

• In most states, community spouse can 
keep all of his income (if over the MMMNA) 

• The MMMNA (Minimum Monthly 
Maintenance Needs Allowance) changes 
each July: it is $2002.50 per month (more 
in Alaska and Hawaii)(minimum) $3002.50 
(maximum) $600.76 for excess shelter 
resource 

• So for spouses that will need MMMNA 
avoid strategies that maximize income of 
spouse  
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COMMUNITY SPOUSE ASSETS 

• CSRA – community spouse resource 
allowance – spouse may keep up to ½ 
of the resource amount ($120,800) 

• Some states permit up to half 

• Some states require s “spenddown” – 
must spend ½ to keep ½ 

• Spouses may keep a minimum of 
$24,180 without spenddown) 
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FANCY STUFF 

• Consider resetting the snapshot date if the 

planning has not been done 

• For example:  Client has spouse who will 

keep home, has $40,000.00 and is admitted 

to nursing home.  House needs work (or 

has mortgage).  Consider having client go 

home with care, perform repairs (or pay 

mortgage), then transfer home to spouse 
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INCOME ONLY TRUSTS 

• Beware trust language 

• Effective if done correctly 

• Still subject to 5 year lookback 

period for planning 

51 



IF  YOU HAVE TIME TO PLAN 

• Long term care insurance 

• Irrevocable Trust 

• Correct problems with spending (paying for 

family member obligations, gifting) 

• Transfer home, reserve life estate (some 

states may seek recovery)  

• CCRC buy in 
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WHAT’S YOURS IS MINE, WHAT’S MINE 

IS MINE, WHAT’S OURS IS MINE 

• Medicaid will count couple as one 
person 

• Spouse at home can generate further 
penalties by transferring assets 

• Beware the “caretaker” at home, once 
assets are split, Medicaid will still 
monitor those assets, must strictly 
comply with rules 

53 



• If you are married and community spouse has more income than 

MMMNA 

• BUT it will ALWAYS BE RISKY 

SO WHEN SHOULD YOU GET AN ANNUITY? 


