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MEMORANDUM
DATE: December 28, 2007 TRANSMITTAL #: P-07-12-0017
TO: ACCESS Florida Operations Managers

ACCESS Florida Program Offices

FROM: Nathan Lewis, Chief, Program Policy
SUBJECT: Treatment of Reversionary Annuities

The purpose of this memorandum is to provide clarification on treatment of reversionary
annuities in the determination of asset eligibility for SSI-related Medicaid programs.

There has been a recent increase in the use of a new financial instrument, called a
Reversionary Annuity, by individuals divesting their funds (usually large amounts)
shortly before applying for Institutional Care Program Medicaid.

A Reversionary Annuity is a Life Insurance policy with no cash value. Unlike a regular
Life Insurance policy, the Reversionary Annuity does not pay a lump sum payment upon
the death of the insured. Instead, the policy becomes an annuity for the beneficiaries,
and they receive regular payments for a set time-period.

The Reversionary Annuity provides no fair compensation to the insured. Therefore ifan
applicant purchases a Reversionary Annuity within the look-back period of an

application for Medicaid Institutional Care Benefits (ICP, HCBS or Hospice), it is
considered a transfer without fair compensation. The uncompensated value is the total
amount of funds used to purchase the Reversionary Annuity. All standard transfer of
assets provisions apply.

The individual must exercise all efforts to recover the transferred assets or to receive
fair compensation, even if the contract indicates it is irrevocable and non-assignable,
such as:

e Making a written request to the president or other executive in the insurance
company’s home office to revoke the contract and make funds available to pay
for the individual's care and providing proof of the company’s response.

» Making efforts to sell the annuity contract on the open market to at least three
companies, and provide proof of the companies’ responses. (Information about
companies that buy annuities and life insurance policies is on the internet.)
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o Requesting fair compensation from the contract’s beneficiary(s) and provide
proof of their responses.

Staff should review the responses with their supervisor and if necessary, seek help from
Headquarters’ policy staff.

Region or Circuit program office staff that have questions about this memorandum may
contact Carrie Sheffield by e-mail, or by telephone at SC 292-8002 or (850) 922-8002.
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