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LIFE INSURANCE POLICIES 

Life insurance is a means to set aside money to be used at the time of the individual’s death.  Policy holders buy insurance from an insurance company and pay specific periodic amounts (premiums) for the duration of the policy (either a set period of time or for a lifetime).  
A client can designate a life insurance policy for burial purposes.  This will allow a $1,500 exclusion from the cash surrender value (CSV) of the policy.  This can be done  by completing and signing Form MA-36, Burial Designation.  There is no limit to the number of insurance policies that may be designated for burial.  If the total combined CSV of the policies exceed $1,500, any amount in excess of $1,500 is a countable resource.
There are three distinct types of insurance policies:  term life, burial insurance and whole life insurance.  While the verification requirements are identical, each type of life insurance policy is considered individually.  

A. 
TERM LIFE INSURANCE POLICIES
Term Life Insurance policies are active and payable for a designated period of time.  Term Life Insurance policies are those that generally have no cash surrender value or loan value.  The benefits for these policies can be accessed at the death of the policyholder.  Although these policies are totally excluded from consideration for Medicaid, we are still required to enter these policies on KAMES.


1.
VERIFICATION:


The following must be verified and documented:



a.
Name of policy owner



b.
Name of covered individual



c.
Name of company


d.
Policy Number



e.
Face Value


A copy of the policy must be filed in the case record.   

2.
CONSIDERATION:
Term Life Insurance policies are an excluded resource.  Therefore, an MA-36 is not required for Term Life Insurance policies.

3.
SYSTEM ENTRY:



When entering term insurance policies:


a.
Answer “Y” to “Is He/She covered By Life/Burial Insurance Policies/Or A Prearranged Funeral Contract?” on RESOURCE (KIMA31) screen;



b.
Enter the insurance company’s name, policyholder’s name and SSN and account number on the KAMES Burial Reserve screen;



c.
Choose Option 1 – TERM INS;


d.
Enter face value, date of policy issuance.  The KAMES system will exclude the value of this policy.


Another option for Term Life Insurance policies that has recently appeared on the market are Modified Term Life policies.  These can have a cash surrender value and verification is required to determine the amount.  If the policy has a cash surrender value, it is to be entered under Option 3, Whole Life Insurance and the verified cash surrender value entered appropriately.  Document in case comments the reason this was entered under Whole Life.  Do not enter Modified Term Life policies with cash surrender values under Option 1 as the system will not accurately calculate the resources.  All Modified Term Life policies must be verified at application and annually at recertification as this benefit may not be in effect for the entire life of the policy.  Form MA-36 is required for Modified Term Life Insurance policies in order to exclude $1,500 from consideration.
B.
BURIAL INSURANCE POLICIES


A burial insurance is a life insurance policy that can only be used to pay the burial costs for the deceased policyholder.  Burial Life Insurance policies are those that have no cash surrender value or loan value.  The benefits for these policies are only received at the time of death of the policyholder.    Although these policies are totally excluded from consideration for Medicaid, we are still required to enter these policies on KAMES.


1.
VERIFICATION:



The following must be verified and documented:



a.
Name of policy owner



b.
Name of covered individual



c.
Name of company



d.
Policy Number



e.
Face Value


A copy of the policy must be filed in the case record.  

2.
CONSIDERATION:  
Burial Insurance is an excluded resource.  Form MA-36 is not required for Burial Insurance policies.

3.
SYSTEM ENTRY:



When entering burial insurance policies”



a.
Answer “Y” to “Is He/She covered By Life/Burial Insurance Policies/Or A Prearranged Funeral Contract?” on RESOURCE (KIMA31) screen;



b.
Enter the insurance company’s name, policyholder’s name and SSN and account number on the KAMES Burial Reserve screen;

c.
Choose Option 2 – BURIAL INS;


d.
Enter face value, date of policy issuance.  The KAMES system will exclude the value of this policy.

C.
WHOLE LIFE INSURANCE POLICIES

Whole life insurance builds a Cash Surrender Value (CSV) over time, which the policyholder can withdraw or borrow against.    This is considered an available resource.   The individual can designate a whole life insurance policy for burial purposes which will allow a $1,500 exclusion from the countable resource by signing Form MA-36.

1.
VERIFICATION




The following must be verified and documented:



a.
Name of policy owner



b.
Name of covered individual



c.
Name of company



d.
Policy Number



e.
Face Value



f.
Cash Surrender Value (at application, reapplication and recertification)


g.
Loan Balance, if any (at application, reapplication and recertification)
A copy of the policy must be filed in the case record.  If the whole life insurance policy does not have a current table of cash surrender values, verification of current values (face and cash surrender/loan value) is required.   This typically occurs when the policy is over 20 years old as most policies only have a table for that length of time.  It is the responsibility of the individual to request the verification from the insurance company.  If the policy was written by a company no longer in business in Kentucky, the Department of Insurance can be contacted to determine what company has taken responsibility for this policy.  The current phone number for the Department of Insurance is (800) 595-6053.

2.
CONSIDERATION:

Compare the Face Value and the Cash Surrender Value (minus any loan balance) of a whole life insurance policy.  The lesser amount of the two is a countable resource.  A $1,500 exclusion is only allowed if the individual signs the form MA-36.  Any remaining amount is a countable resource.    There is no limit to the number of life insurance policies that may be designated for burial purposes.  However, only one $1,500 exclusion is allowed.  If the form MA-36 is not signed, the $1,500 exclusion is not allowed.  

If an individual has more than one form of burial reserve, only one can be excluded.  

Example:  Client has a prearranged funeral contract for $3,000 that is irrevocably assigned to the funeral home.  Client also has two whole life insurance policies with a CSV of $1,400 (no loan value).  The entire amount ($3,000) of the prearranged funeral contract is an excluded resource.  Therefore, the $1,500 exclusion cannot be allowed for the two life insurance policies.  The total countable resources in this example would be $1,400.


3.
SYSTEM ENTRY:



When entering whole life insurance policies:


a.
Answer “Y” to “Is He/She covered By Life/Burial Insurance 
Policies/Or A Prearranged Funeral Contract?” on RESOURCE 
(KIMA31) screen;



b.
Enter the insurance company’s name, policyholder’s name and SSN 
and account number on the KAMES Burial Reserve screen.;



c.
Choose Option 3 – WHOLE LIFE INS 


d.
Enter face value, date of policy issuance, cash surrender value, and 
amount of loans (if any).


e.
If a MA-36 has been appropriately signed for this policy, answer “Y” 
to “If Life Insurance Policy, Has the Policy Been Designated for 
Burial Purposes?”



f.
Enter a verification source of WS.  KAMES will allow the $1,500 
exclusion and calculate the remaining countable resources (if any).


EXAMPLE 1:

An individual has a whole life insurance policy with a CSV of $1,250, which is not designated for burial (no form MA-36 signed).  There is a $300 loan against the policy.





$1,250 CSV





-   300 Loan against policy





=  950 Countable resource 



EXAMPLE 2:

An individual has a whole life insurance policy with a CSV of $2,000, which has been designated for burial (form MA-36 signed).  There is a $600 loan against the policy.





$2,000 CSV





-   600 Loan against policy




$1,400 Remainder





-1,500 Burial exclusion (MA-36 signed)





        0 Countable resource


EXAMPLE 3:


An individual has two whole life insurance policies with Silver Life, with a 

cash surrender value of $600 each.   They have two policies with Gold 


Shield, with a cash surrender value of $1,000 each.    There is one policy 

with Golden Age, with a cash surrender value of $2,000.   There are no 

outstanding loans on any of the policies, and a MA-36 has been signed 


for each policy to designate for burial.  




$  600 – Silver Life policy




    600 – Silver Life policy 




 1,000 – Gold Shield policy




 1,000 – Gold Shield policy




 2,000 – Golden Age policy




5,200 – total CSV for all policies




$5,200 – total CSV for all policies




-1,500 – burial exclusion (MA-36’s signed)




$3,700 – total countable resource
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