RESOURCES                                                                     
                                        ANNUITIES                              


2339 – ANNUITIES

	POLICY STATEMENT
	Annuities are considered trust property.  An annuity that is actuarially sound is treated as a retirement fund.  An annuity that is not actuarially sound is subject to the appropriate trust provisions.  Beginning May 1, 2005, any annuity that is not amortized is treated as a transfer of resources, even annuities that were previously excluded.



	BASIC

CONSIDERATIONS
	An annuity is a financial entity that provides to the purchaser the right to receive periodic payments, either for life or for a specified period of time.

An annuity is usually purchased as part of a retirement plan.  Treatment of annuities is determined by whether or not the individual purchased the annuity as part of a legitimate retirement plan, or as an attempt to shelter resources for purposes of receiving Medicaid.

Using the Social Security Administration’s Life Expectancy Actuarial Tables for the age and sex of the purchaser in this section, determine if the expected return from the annuity is equal to the purchase price.

· If the expected return is equal to or greater than the purchase price, the annuity is actuarially sound.  Treat as a retirement fund.  Refer to Section 2332, Retirement Funds to determine how to treat retirement funds.

· If the expected return is less than the purchase price, the annuity is not actuarially sound.  The difference between the expected return and the purchase price is a trust.  Treat under the appropriate trust provision.  Refer to Sections 2336, Trust 

      Property – Medicaid Qualifying; Section 2337, Trust  

      Property OBRA ’93; and Section 2338, Trust Property, to  

      determine the correct treatment of trusts.



	PROCEDURES

Step 1

Step 2
	Follow the steps below to determine if an annuity is actuarially sound:

Determine the age and sex of the purchaser at the time of purchase.

Verify the purchase price of the annuity.




	PROCEDURES 

(cont.)                              Step 3

Step 4

Step 5

Step 6

Step 7

Step 8

Step 9

PROCEDURES

(cont.)

                                       Step 10

Family Medicaid
	Determine the amount and the frequency of the payments.  Determine the length of time that the individual will receive periodic payments from the annuity.

Determine if the annuity is amortized with a reasonable interest rate (must be at least 1%).  Amortized means that the regular payments are equal so that the last payment is the same as the previous payment.  

· If the annuity is not amortized, consider a transfer of resources penalty on the purchase price of the annuity.  Refer to Section 2342. Transfer of Resources.  Proceed to Step 10.  

· If the annuity is amortized, proceed to Step 5.

Using the Social Security Life Expectancy Actuarial Table, determine the life expectancy of the purchaser from the date of the purchase of the annuity.

Based on the individual’s life expectancy, and the amount, frequency, and duration of the payments, calculate the total dollar amount of the payment the purchaser is expected to receive from the annuity.

If the total dollar amount of the payment from the annuity is expected to equal or exceed the purchase price, the annuity is considered to be actuarially sound.  Treat the annuity as retirement funds.  See section 2332, Retirement Funds, to determine the correct treatment of retirement funds.

If the total dollar amount of payment from the annuity is expected to be less than the purchase price, the annuity is not considered to be actuarially sound.  Proceed to step 8.

Calculate the difference between the purchase price and the expected total payment from the annuity.  The amount of the purchase price that the A/R is expected to receive is considered retirement funds.

Consider the difference between the purchase price and the expected total payment (the amount of the purchase price the A/R is not expected to receive) to be a trust.  Use the appropriate trust provisions (based on the date of purchase and whose funds were used) to determine how to treat the annuity.  The appropriate trust provisions are found in Section 2336 Trust Property – Medicaid Qualifying; Section 2337, Trust Property OBRA ’93; and Section 2338, Trust Property.

If the AU is approved and the annuity is NOT actuarially sound or not amortized, attach a copy of the document to a completed Form DMA-285 and forward to:  (signature of A/R or RP not required)

        Third Party Liability Unit

        P.O. Box 38439

        Atlanta, Georgia 30334

Refer to Section 2301, FM Overview and to Section 2399, Treatment of Resources by Resource Type Chart.


Use the table below to determine the value of compensation for annuities and contracts.  If the exact age is not on the chart, use the next lower age.  For example, if an individual is age 47 at the time of the resource transfer, use the life expectancy corresponding to age 40 on the chart.

LIFE EXPECTANCY TABLE 

	AGE
	Years of Life 

Remaining

Male
	Years of Life 

Remaining

Female
	AGE
	Years of Life 

Remaining

Male
	Years of Life 

Remaining

Female

	0
	73.26
	79.26
	74
	10.12
	12.74

	10
	64.03
	69.93
	75
	9.58
	12.09

	20
	54.41
	60.13
	76
	9.06
	11.46

	30
	45.14
	50.43
	77
	8.56
	10.85

	40
	35.94
	40.86
	78
	8.07
	10.25

	50
	27.13
	31.61
	79
	7.61
	9.67

	60
	19.07
	22.99
	80
	7.16
	9.11

	61
	18.33
	22.18
	81
	6.72
	8.57

	62
	17.60
	21.38
	82
	6.31
	8.04

	63
	16.89
	20.60
	83
	5.92
	7.54

	64
	16.19
	19.82
	84
	5.55
	7.05

	65
	15.52
	19.06
	85
	5.20
	6.59

	66
	14.86
	18.31
	86
	4.86
	6.15

	67
	14.23
	17.58
	87
	4.55
	5.74

	68
	13.61
	16.85
	88
	4.26
	5.34

	69
	13.00
	16.14
	89
	3.98
	4.97

	70
	12.41
	15.44
	90
	3.73
	4.63

	71
	11.82
	14.85
	95
	2.71
	3.26

	72
	11.24
	14.06
	100
	2.05
	2.39

	73
	10.67
	13.40
	110
	1.14
	1.22


Formula:  

Age at time of purchase + yrs. of life remaining (from chart) = expected age for life.  

Then (Expected age for life) – (age at time of purchase + 1 yr.) = remaining yrs.;  

remaining yrs. X 12 (if payments are monthly) = # of annual payments;  

# of annual payments X monthly payment amount = $ amount received in payment.  

If this $ amount is equal to or greater than purchase price, then the annuity is actuarially sound.
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