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[Prearranged funeral contracts are contractual agreements between the recipient and the funeral home.  They may be funded by life insurance policies, cash, or a combination of both.  All prearranged funeral contracts must include an itemization of goods and services selected for the individual and signed by both the funeral home and the client.  The signature can be from the client, the spouse, power of attorney (POA), or the legal guardian.  The required statement must list each item separately with its value, and cannot be a total package value. Without an itemization of goods and services, only the $1500 exclusion can be allowed.  
For ALL prearranged funeral contracts funded by cash, complete form MA-33 Supp. A, Checklist for Prearranged Funeral Contract funded by Cash.

For ALL prearranged funeral contracts funded with life insurance, complete form MA-33 Supp. B, Checklist for Prearranged Funeral Contract funded with Life Insurance.

For ALL prearranged funeral contracts funded by a life insurance policy purchased through the funeral home, complete form MA-33 Supp. C, Checklist for Prearranged Funeral Contracts funded by a Life Insurance Policy Purchased through the Funeral Home.  

NOTE:  For prearranged funeral contracts funded by a combination of sources, a checklist is required for each source of funding.
The following are some general rules that apply to all prearranged funeral contracts:
· 
There can be no clauses in the contract which indicate that any excess funds, after arrangements are paid, may be returned to a designated individual, such as the beneficiary.  Such provisions indicate possible prohibited transfer of resources.  If an excess remains after all funeral expenses have been paid, the excess must be designated to the estate of the deceased.

· 
If a recipient makes changes or additions to an existing prearranged funeral contract, obtain a written, detailed explanation from the funeral home as to the purpose and nature of the changes.  Obtain verification from the recipient as to the source of the funds added to the contract.  If it is verified that these upgrades or services are not included in the original contract, this is allowable.  A new contract is not required; a signed addendum can be accepted.  If the circumstances are questionable, refer the matter to MSBB for consideration.

· 
If cash, which is paid to a funeral home for a burial contract, is used by the funeral home to purchase an insurance policy, such as Forethought, Investor’s Heritage or Kentucky Funeral Director’s Life Insurance, it is considered a prearranged funeral contract funded by a life insurance policy.   
· 
Any interest or dividends that accrue on a prearranged funeral contract are excluded. 
· 
If a recipient has a prearranged funeral trust agreement with an out of state funeral home, DMS has clarified that we cannot compel the funeral home to follow Kentucky policy.
There are five distinct types of prearranged funeral contracts identifiable according to how they are funded:

A. Prearranged funeral contracts funded by a whole life insurance policy with an irrevocable assignment.  This is a prearranged funeral contract in which the individual has a life insurance policy that they have turned over to the funeral home. This contract is an excluded resource if the irrevocable assignments to the funeral home have been made by the insurance company. 

1.
VERIFICATION:



The following must be verified and documented:



a.
Verification from the insurance company that the irrevocable change 


has been made;  



b.
Detailed itemized statement of goods and services signed by both 


the funeral home and the client;



c.
Face Value (FV); and



d.
Source of cash, such as copy of the check or receipt. 



2.
CONSIDERATION:

The entire value of the prearranged funeral contract is an excluded resource.  Form MA-36, Burial Designation, is not required for this type of burial reserve.


3.
SYSTEM ENTRY:




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 name of the funeral home, not the life insurance company, the individual’s name, SSN and account number on the KAMES Burial Reserve screen;



c.
Choose Option 4, PREARRANGED FUNERAL CONTRACT;



d.
Enter the face value of the contract minus any accrued interest or 


dividends, and the date issued; 


e.
Answer “Y” to the “If Prearranged Funeral Contract, is there Irrevocable Assignment or Trust Agreement?”; and


f.
Enter verification source of WS.  This will exclude the entire amount of this contract.




EXAMPLE:
An individual has a $4500 funeral contract funded by a Golden Life Whole Life insurance policy.  Verification has been received that this policy has been irrevocably assigned to the funeral home.  An itemized statement of goods and services was provided.  The entire $4500 is excluded.

B.
Prearranged funeral contract funded by cash with no Irrevocable Funeral Trust Agreement.  This type of contract is an available resource with certain considerations. 


1.
VERIFICATION:



The following must be verified and documented:



a.
Detailed itemized statement of goods and services signed by both 


the funeral home and the client; and 


b
Source of cash, such as a copy of the check or receipt.

2.
CONSIDERATION:

The value of the prearranged funeral contract is considered an available resource with the following considerations:



a.
Interest or dividends on burial reserves are excluded if allowed to 



accrue;



b.
The value of the burial space items is excluded; 



c.
$1,500 is excluded if Form MA-36 is signed; and


d.
Any remaining value after the above exclusions is a countable resource.

3.
SYSTEM ENTRY:



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 name of the funeral home, the individual’s name, SSN and account number on the KAMES Burial Reserve screen;



c.
Choose Option 4, PREARRANGED FUNERAL CONTRACT;



d.
Enter the face value of the contract (minus interest and dividends that have accrued), and the date issued;



e.
Answer “Y” to “Is there a Loan Against the Policy or are Exempt Items (Casket, Vault, Etc.) in the Prearranged Funeral Contract?”;


f.
Enter the amount of the excluded items in space indicated by “If Yes, What is the Total Amount of the Loan/Exempt Items.”;


g.
Answer “Y” to “If Life Insurance policy, Has the Policy Been Designated for Burial Purposes?”; and 


h.
Enter verification source of WS.  This will exclude $1,500 if form MA-36 has been signed.



EXAMPLE:
A $6,000 prearranged funeral contract is purchased with cash.  The individual has selected a casket for $2,500, burial plot valued at $1,000, opening and closing of grave for $500, funeral services for $1,000, embalming cost of $500, clothing valued at $200, limousine at $200, and flowers at $100.   

The excluded burial space items are determined by adding:  casket at $2,500, burial plot valued at $1,000, and $500 for the opening and closing of the gravesite for a total of $4,000.  The clothing, funeral service, flowers, and limousine are not deducted.  The calculations for the countable resource are:   







$6,000 Value of the contract







-4,000 Value of burial space items







 2,000 Remainder







-1,500 Burial Reserve Exclusion







$  500 Countable Resource

C. 

Prearranged funeral contract funded by cash with an Irrevocable Trust 

Agreement.  This is an excluded resource if the Irrevocable Funeral Trust 


Agreement is signed not more than 30 days prior to the Medicaid application.  

1.
VERIFICATION:



The following must be verified and documented:



a.
Detailed itemized statement of goods and services signed by both 


the funeral home and the client;



b.
Irrevocable Funeral Trust Agreement signed not more than 30 days prior to the Medicaid application; and


c.
Source of cash, such as a copy of the check or receipt. 

2.
CONSIDERATION:

The value of the prearranged funeral contract is considered an excluded resource if the following criteria are met:



a.
All entries are completed on the Irrevocable Funeral Trust Agreement;



b.
The form is signed and dated no more than 30 days prior to the date of application;
 and 


c.
A detailed itemized statement of goods and services for the amount of the cash is provided.

A new irrevocable funeral trust agreement is required if the client leaves vendor payment status for over 30 days.


3.
SYSTEM ENTRY:



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 name of the funeral home, the individual’s name, SSN and account number on the KAMES Burial Reserve screen;



c.
Choose Option 4, PREARRANGED FUNERAL CONTRACT;



d.
Enter the face value of the contract, the date issued;



e.
Answer “Y” to “If Prearranged funeral Contract, Is There Irrevocable Assignment or Trust Agreement?”; and


f.
Enter OR as verification source.  This will exclude the entire amount of the prearranged funeral contract.

D.
Prearranged Funeral Contract funded by cash with a purchase of an insurance policy through the funeral home.  These contracts require a copy of the policy showing it is irrevocably 
assigned or that the funeral home is the owner and a detailed itemized Statement of Goods and Services. 

Examples of this type of policy are Forethought and Investors Heritage.  This is an excluded resource if the policy is assigned to the funeral home and is accessible only at the death of the insured.   


1.
VERIFICATION:



The following must be verified and documented:



a.
Detailed itemized statement of goods and services signed by both 


the funeral home and the client;



b.
A copy of the insurance policy showing it is irrevocable or that it is assigned to the funeral home and can only be accessed at the death of the insured; 


c.
Face Value (FV); and



d.
Source of cash, such as a copy of the check or receipt.

2.
CONSIDERATION:

When a contract is funded by cash and a policy is purchased at the funeral home and the policy has an irrevocable assignment, or an irrevocable assignment of beneficiary or ownership to funeral home, the entire value of the prearranged funeral contract is an excluded resource.  The Irrevocable Funeral Trust agreement is not required. The MA-36 is also not required.


3.
SYSTEM ENTRY:



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 name of the funeral home, not the life insurance company, the individual’s name, SSN and account number on the KAMES Burial Reserve screen;



c.
Choose Option 4, PREARRANGED FUNERAL CONTRACT;



d.
Enter the face value of the contract minus any accrued interest or dividends, and the date issued;



e.
Answer “Y” to the “If Prearranged Funeral Contract, is there Irrevocable Assignment or Trust Agreement?”; and


f.
Enter verification source of WS.  This will exclude the entire amount of this contract.

E.
Prearranged Funeral Contracts funded by a combination of funding sources.  These types of contracts require an irrevocable assignment of the life insurance policy and an Irrevocable Funeral Trust agreement for the cash, signed no more than 30 days prior to the Medicaid application.  If both are provided with a detailed itemized Statement of Goods and Services, the entire prearranged funeral contract is excluded.  

1.
VERIFICATION:



The following must be verified and documented:



a.
Verification from the insurance company that the irrevocable change has been made; 



b.
A detailed itemized statement of goods and services signed by both 


the funeral home and the client; 


c.
Irrevocable Funeral Trust Agreement for the cash portion of the contract signed no more than 30 days prior to the Medicaid application; and 



d.
Source of the cash, such as a copy of the check or receipt.

2.
CONSIDERATION:

When a prearranged funeral contract is purchased with a combination of life insurance and cash, the following applies:



a.
An Irrevocable Funeral Trust Agreement with all entries completed for the cash portion of the contract signed no more than 30 days prior to application;



b.
An irrevocable assignment of beneficiary or ownership to the funeral home for the life insurance portion (verification must be received from the insurance company, not funeral home); and


c.
A detailed itemized statement of goods and services.



A new irrevocable funeral trust agreement is required if the client leaves vendor payment status for over 30 days.   

Form MA-36 is not required.


3.
SYSTEM ENTRY:



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 name of the funeral home, the individual’s name, SSN and account number on the KAMES Burial Reserve screen;



c.
Choose Option 4, PREARRANGED FUNERAL CONTRACT;



d.
Enter the face value of the contract and the date issued;



e.
Answer “Y” to “If Prearranged funeral Contract, Is There Irrevocable Assignment or Trust Agreement?”; and


f.
Enter OR as verification source.   This will totally exclude the entire amount of the prearranged funeral contract.

F.
General funding rules:

UNDER-FUNDED:  An underfunded contract means the individual has selected goods and services that total more than the funds allocated by cash or a life insurance policy.  The individual still has a liability to the funeral home for the remaining balance.  If the individual has selected over $10,000 in goods and services but has only provided the funeral home with $5,000 in cash or life insurance, this is an under-funded funeral contract.  The funding provided to the funeral home is the value of the contract and the amount entered into the system.

FULLY FUNDED:  A fully funded contract means all goods and services needed for the individual’s burial are paid for and the funeral home has guaranteed the price.  Guaranteed prices limit inflationary costs of funeral services and merchandise.  If 
the individual has a fully-funded prearranged funeral contract, and is not upgrading (such as oak casket exchanged for a cherry casket), they cannot add funds to this prearranged funeral contract.
OVER FUNDED:  An over funded contract means the individual has provided funds in excess of the selected goods and services.   When reviewing an over funded funeral contract, verify the date the source of funding (cash or life insurance) was assigned (life insurance) or put in a trust (cash).   

If the date is beyond the look back period for transfer of resources, the entire amount of the contract is entered on the KAMES system.  KAMES will exclude the entire contract as long as all requirements for exclusion are met.   

If the date is within the look back period, enter the prearranged funeral contract on the KAMES system and input the amount of itemized goods and services as the funeral value.   The remainder of the funding above this amount is input on the transferred resource screen using the date of the assignment as the transfer date.] 
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