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This is for clients who are anticipating long-term care in 2 or 3 years.  
 
 

Medicaid Eligibility Rules and Steps in a Marital Setting 
Revised 5/2024 

 
A. General Medicaid Qualification Rules:  Sometime in the future, should either spouse need 
to subsequently apply for Medicaid benefits, we know that in order to qualify the first spouse for 
Medicaid, the combined assets of both spouses (as determined on the 1st day of the month) are 
counted in determining eligibility, regardless of their “separate” or “community” property 
character.  If those combined assets amount to less than: (1) a home of any value, (2) a vehicle of 
any value, and (3) $70,301 in other resources (up to $156,140, depending upon the circumstances), 
then the disabled spouse can qualify for Medicaid for the remainder of their lifetime.  We also 
know that should their combined resources exceed the Community Spouse Resource Allocation 
(CSRA) limit of $68,301 plus $2,000 allowed for the disabled spouse ($70,301 combined total 
exempt amount), then we can shelter the non-exempt excess resources (the amount over our CSRA 
limit) through either: (1) paying down any mortgages against the home and paying off other debt, 
(2) purchasing other exempt assets (burial plans, burial plots, new car, etc.), (3) enhancing the 
value of previously exempt assets (i.e., remodel the home, etc.), (4) privately paying any required 
“private pay” requirement periods of any Medicaid eligible Adult Family Homes the disabled 
spouse may be living, and finally, (5) purchasing an immediate annuity in the name of the 
“Community Spouse” (i.e., the non-disabled spouse) immediately prior to submitting an 
Application for Benefits, or (6) purchasing an immediate annuity in the name of the disabled 
spouse immediately prior to submitting an Application for Benefits and transferring some of the 
disabled spouse’s income to the Community Spouse. See illustrations attached. Once we are 
successful in obtaining Medicaid eligibility for the disabled spouse, then we would be required to 
transfer all of the remining assets from the disabled spouse’s name into the sole name of the 
Community Spouse within one year of eligibility (i.e., Quit Claim Deed of the disabled spouse’s 
interest in the home to the Community Spouse’s name and opening new bank/investment accounts 
in the Community Spouse’s sole name to hold the other assets), since the disabled spouse is 
required to own less than $2,000 to maintain their ongoing Medicaid eligibility.  However, if we 
were planning to purchase an immediate annuity in the name of the Community Spouse to get the 
disabled spouse eligible, then we would need to transfer all of the assets into the sole name of the 
Community Spouse prior to eligibility and prior to the purchase of the annuity (i.e., necessary to 
purchase the annuity from a separate property account in the Community Spouse’s sole name).  
Remember, transfers or gifts from one spouse to another, is not subject to “gifting” penalties 
and is not subject to Medicaid’s 5-year “look-back” period (nor are transfers at death, which 
are not deemed gifts or transfers during one’s lifetime). 
 
B. Standard “Spend-Down” Considerations:  In order to properly reduce their excess funds 
down to the appropriate $70,301 combined threshold without simply spending down on care, any 
of the following options may be employed: 
 
 1. Pay off the mortgage on the home, which will simply enhance the value of the 
largest exempt asset. 
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 2. Do capital improvements to “enhance the value” of previously existing exempt 
assets such as the home (new roof, repairs, new appliances, etc.), or car maintenance on the exempt 
vehicle, etc.  Keep in mind that if you were to do capital improvements to the home, you cannot 
pre-pay the bid, unless the work has been “substantially completed” prior to Medicaid application, 
to avoid having the “unapplied” portion be deemed an available resource (i.e., right to be 
reimbursed). 
 
 3. Pay off debt (credit card debt, real estate taxes for the entire year, car and 
homeowner’s insurance for the year, etc.).  However, the debt must be incurred and billed in order 
to pay it.  As such, you cannot pre-pay rent for a year if billed monthly (the right of reimbursement 
of additional months is viewed as a resource). If you receive a monthly bill (e.g., PUD, 
water/sewer, and other utilities, that bill only monthly), that is not a bill you can pre-pay.  As for 
dental work, if the services are rendered before eligibility, then you can pay them.  However, if 
you pre-pay for dental work that is not scheduled to be performed until after eligibility, then that 
will not work since you will have the right to be reimbursed.  The same is true of home 
improvements.  If you pre-pay for a new roof, then it is only okay if the work is substantially 
completed before eligibility, otherwise the work has yet to be completed and you have the right to 
be reimbursed.  Another example is when an IRA account needs to be liquidated, then the tax 
would be owing when liquidated. In that case, you can withhold an amount that you will need to 
pay the taxes, provided that you get a letter from a CPA that states a reasonable estimate of what 
to withhold.  
 
 4. Purchase other exempt assets such as a newer vehicle, burial plots, pre-paid burial 
plans, clothes, personal property, etc. 
 
 5. IRA accounts in the name of a potential disabled spouse.  If we are not sure which 
spouse may need to apply for Medicaid assistance in the future, we know that that particular spouse 
cannot own more than $2,000 in resources.  Therefore, if we have, for an example, three (3) years 
before we anticipate needing to seek eligibility for either spouse, then consider: 
 
  (a) IRA account in the spouse more likely to need long term care first:  
Remember, the anticipated disabled spouse cannot own more than $2,000 in resources when they 
become eligible.  As such, if the anticipated disabled spouse owns an IRA account (which cannot 
be transferred to the other spouse) and, for an example, we anticipate needing eligibility in three 
years, then consider liquidating the IRA over time (i.e., 1/3rd in year one, 1/3rd in year two, and 
the balance in year three), or converting the IRA to a Roth IRA over the same time span (i.e., 
convert 1/3rd in year one, 1/3rd in year two, and the balance in year three, and liquidating later, 
without tax consequences, when we need to apply for Medicaid for the disabled spouse), in order 
to spread out the income tax liability over multiple tax years, thereby avoiding higher marginal tax 
rates should you liquidate the entire IRA in the year of eligibility.    Be sure to withhold for income 
taxes at the time of liquidation (rather than waiting until the time you file your 1040 return), since 
you will have “incurred a debt” to the IRS at the time of liquidation and can pay the debt (via 
withholding) at the time of liquidation.  You may need to obtain a letter from a CPA to provide 
you with a reasonable recommended withholding percentage (i.e., you cannot withhold more than 
the anticipated tax to be paid simply to receive a larger refund after eligibility). If Medicaid is 
needed immediately, and if we don’t expect the disabled spouse to live long due to some medical 
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issue, a useful strategy could be to purchase an IRA annuity with the IRA. Annuities purchased 
with the proceeds from an IRA (and other retirement vehicles) are not available resources under 
WAC 182-516-0201(3), even if the annuity is revocable.  
 
  (b) IRA account in the name of the spouse less likely to need long term care 
first:  If the anticipated Community Spouse owns an IRA account, then you can still consider 
liquidating the IRA account in the anticipated Community Spouse’s name as set forth above, but 
if the clients feel somewhat certain that the other spouse will need long term care first, then the 
Community Spouse’s options are (i) converting the IRA into a “qualified” immediate annuity when 
the Medicaid application becomes necessary for the other spouse, or (ii) converting portions of the 
anticipated Community Spouse’s IRA into a Roth IRAs to spread out the tax liability over three 
taxable years, so as to provide for a more suitable asset to subsequently pass into the testamentary 
special needs trust under the Last Will and Testament of the Community Spouse (if the Community 
Spouse were to die before the anticipated disabled spouse).  Future distributions from a Roth IRA 
account are federally tax free as long as the funds have been in the Roth IRA for 5 years or longer. 
Once again, if Roth conversion is the option, then it will require you to pay the tax on the converted 
portion, which should be withheld at the time of conversion.  In either case, you may still need to 
obtain a letter from a CPA to provide you with a reasonable recommended withholding percentage 
to prove to DSHS that you are not using the IRS to shelter excess funds (i.e., to receive a large 
refund after eligibility). Alternatively, if the Community Spouse obtains a Medicaid qualified 
annuity at the time the disabled spouse applies for Medicaid, the Community Spouse’s IRA should 
be cashed out except for $1,000 remaining in the IRA. (The goal is to keep the original IRA account 
open). Then, within 60 days, the proceeds should be put into a Medicaid qualified annuity with 
five equal annual payments distributed over five years (You can set it longer or shorter than five 
years, but generally, five years is optimal). Then, if possible, set up the annuity payments to be 
directly deposited into the original IRA account. This takes advantage of the rule that allows you 
to withdraw from an IRA and put it back into an IRA within 60 days, without it being considered 
a taxable distribution. Thus, at the end of the five years, the Community Spouse’s IRA is back to 
where it was originally. There is no guarantee that the Community Spouse will avoid taxes on the 
annuity payments, but this option is better than having to spend it all immediately to become 
qualified for Medicaid. 
 
 6. IRA accounts in the name of the currently disabled spouse.  If we are sure which 
spouse will need to apply for Medicaid assistance, we know that that particular spouse cannot own 
more than $2,000 in resources.  If that spouse owns an IRA, since ownership of the account cannot 
be changed, typically the only option is to liquidate the IRA and transfer the funds to the 
Community Spouse or spend them. This will mean paying a large portion of the IRA (potentially 
up to almost 40 percent) in income taxes. However, in some circumstances, the disabled spouse 
should consider using their IRA to purchase an immediate IRA annuity in their name just before 
the time they need to seek Medicaid eligibility, thereby converting this otherwise non-exempt 
resource from a “resource characterization” into an “income characterization” without triggering 
the income taxes.  Such annuity would be structured to last for the actuarial life expectancy of the 
disabled spouse. This strategy is useful if significant tax consequences for liquidating the IRA 
would result, if the couple has a low monthly income, and/or if the Community Spouse is expected 
to outlive the disabled spouse. The goal of this plan is to maximize the IRA annuity term to 
minimize the monthly income produced by the annuity, with the intent of shifting the annuity 
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income to the Community Spouse under rules allowing a spousal maintenance allowance. Such 
rules allow a married couple to shift income from the disabled spouse to the Community Spouse 
if the Community Spouse’s monthly income is less than $2,465 per month before such income 
shifting. There are two down-sides to using an immediate annuity in this situation.  First, should 
the disabled spouse (the annuitant/payee) die prior to the annuity’s final payout, the Community 
Spouse would be the primary beneficiary, but by federal law the “State of Washington” would be 
the contingent beneficiary up to the extent the State (DSHS) has paid for the disabled spouse’s 
care, unless the disabled spouse has a minor or disabled child.  Therefore, if the Community Spouse 
dies prior to the disabled spouse, and then if the disabled spouse dies before the annuity’s final 
payout, any remaining portion of the annuity will be paid to DSHS up to the amount it had spent 
on the disabled spouse’s long-term care. Second, should the Community Spouse die prior to the 
disabled spouse, then while the disabled spouse is alive, any remaining portion of the annuity 
income will go directly to the Adult Family Home or Assisted Living Facility as the disabled 
spouse’s Medicaid co-pay. Therefore, when deciding on this type of Medicaid planning, it is 
important to compare each spouse’s longevity and health outlook with their actuarial life 
expectancy. 
 
C.  Other “Spend-Down” Considerations:  Once the above items have been done, and if we 
still need to reduce their combined assets further in anticipation of eligibility in a number of years, 
then the two remaining “spend-down” methods may be considered prior to our anticipated 
eligibility date: 
 
 1. Privately pay for any Medicaid eligible Adult Family Home or Assisted facility you 
intend to move the disabled spouse into.  Since most quality Medicaid eligible Adult Family 
Homes (AFH) and Assisted facilities have private-pay requirement periods (2-year, 3-year, or 
more) before they will allow a resident to apply for Medicaid, then it is always a consideration to 
move the spouse into a quality Medicaid AFH or Assisted facility earlier than later, while you still 
have available resources to pay, or “bank” their respective private pay requirement period.  Then, 
once that private-pay requirement period has been met, then we can proceed towards application 
and the use of an immediate annuity to shelter the remaining excess non-exempt resources 
(purchased one to two months prior to our anticipated Medicaid eligibility date). 
 
 2. Immediate Annuities.  If the anticipated disabled spouse has met their “private-pay” 
requirement period in a quality Medicaid eligible AFH or Assisted facility, or has subsequently 
moved into a Skilled Nursing Facility (which cannot require private-pay requirement periods), 
then the last remaining method to shelter excess resources (instead of simply spending down to 
Medicaid qualifying levels), is to purchase an immediate annuity just before the time we need to 
seek Medicaid eligibility, thereby temporarily converting otherwise non-exempt resources from a 
“resource characterization” into an “income characterization.” The annuity will typically be in the 
name of the Community Spouse, but sometimes an annuity in the name of the disabled spouse is 
more advantageous. 
  a. Immediate Annuities in Name of Community Spouse. Converting excess 
resources into income for the Community Spouse is done using a special Medicaid annuity that is 
for a term of five years or the Community Spouse’s actuarial life expectancy, whichever is shorter.  
Once the disabled spouse becomes eligible for Medicaid, then the Community Spouse is no longer 
required to meet the Community Spouse resource test of a home and CSRA limit of $68,301 (i.e., 
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increases in the Community Spouse’s resources over $68,301 through the subsequent receipt of 
annuity payments by the Community Spouse will have no effect on the disabled spouse’s ongoing 
eligibility, since the receipt occurred after eligibility).  See Immediate Annuity example below for 
a more complete illustration.  There are two down-sides to using an immediate annuity in the name 
of the Community Spouse.  First, by converting excess resources into an income stream in the 
Community Spouse’s name, that spouse would be giving up any potential spousal maintenance 
allowance they might be entitled to receive from the disabled’s spouse’s income, should the 
Community Spouse’s monthly income be less than $2,465 per month. This does not pose a problem 
if the Community Spouse’s fixed income is already in excess of $2,465 per month, thereby 
negating any need for a spousal maintenance allowance.  Second, should the Community Spouse 
(the annuitant/payee) die prior to the annuity’s final five-year payout, by federal law the 
beneficiary of any remaining portion of the annuity would be the State of Washington, up to the 
extent the State (DSHS) has paid for the disabled spouse’s care, unless the Community Spouse has 
a minor or disabled child.  In any case, sometimes we have no choice but to use an immediate 
annuity.  However, some of the “spend-down” options above merely assist us in reducing the 
amount of funds we may subsequently need to use to fund an annuity.   
  b. Immediate Annuities in Name of Disabled Spouse. Instead of putting the 
special Medicaid annuity in the name of the Community Spouse, another option is to put it in the 
name of the disabled spouse. This option is useful if the Community Spouse’s income is too low 
to live on and therefore the Community Spouse needs a spousal maintenance allowance (i.e., needs 
to shift income from the disabled spouse to the Community Spouse). Any income the disabled 
spouse receives will be spent on the facility as a co-pay (i.e., “participation”). Therefore, if the 
term of the Medicaid annuity is longer than five years, the monthly payments to the disabled spouse 
will be kept low. This is helpful because the lower the disabled spouse’s income, the less that they 
will have to give up to the facility as participation. Meanwhile, some of their income can be shifted 
to the Community Spouse under the spousal maintenance allowance rules, so long as the 
Community Spouse’s own income is less than $2,465 per month.  Another advantage of having 
the annuity in the name of the disabled spouse is that if the disabled spouse dies before the annuity 
term is up, the remaining funds in the annuity go to the Community Spouse first, if alive. Only if 
the Community Spouse is not alive do the remaining funds go to the State of Washington to pay 
back what was paid for the disabled spouse’s long-term care.  
 
D. Unavailable Resources.  The following are lesser-known methods to shelter specific types 
of assets, given the right set of circumstances. 
 
 1. Rental homes or recreational properties.  Generally speaking, a rental home or a 
recreational property is not an exempt resource and its value would count towards the Community 
Spouse Resource Allocation (CSRA) limit of $68,301 (or up to $154,140).  However, there is a 
rule that states that non-exempt resources that cannot be sold within 20 days are temporarily 
disregarded while they are being sold.  Therefore, if we were to transfer via Quit Claim Deed the 
anticipated disabled spouse’s interest in the property to the Community Spouse and market the 
property for sale (must be marketed for fair market value) a few days prior to the first day of the 
month that we are seeking Medicaid benefits, then DSHS will disregard the asset.  Once the 
disabled spouse is approved for benefits, and even if the non-exempt real property was not sold 
after eligibility was obtained, the property would have no effect on the disabled spouse’s ongoing 
eligibility should the Community Spouse’s resources exceed their CSRA limit of $68,301 after 
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eligibility is approved. This is because the Community Spouse has a “one-time snapshot” to meet 
their CSRA limit, and this occurs at the time of application only. If the Community Spouse later 
retains the property because they are unable to sell it, it will not affect the ongoing Medicaid 
eligibility of the disabled spouse. 
 
 2. Undivided interests in real property.  If both spouses own an undivided 50% interest 
in a cabin (i.e., a recreational property) with their child, for example, and if we transferred the 
disabled spouse’s interest in the cabin to the Community Spouse prior to submitting a Medicaid 
application, then the interest in this otherwise non-exempt asset will be viewed as an “unavailable 
resource” if the other owner (i.e., child) makes a statement that they do not intend to sell. 
 
 3. Retirement plans being funded by employed Community Spouse.  If the 
Community Spouse is employed and is funding a retirement plan and/or 401(k) with the employer, 
and if such a plan is not accessible while the spouse is still employed and funding the plan (as 
established by a letter from the plan administrator), then the value of the retirement plan and/or 
401(k) account will be deemed an “unavailable resource” and will not be counted towards the 
Community Spouse’s CSRA limit. 
 
 4. Higher Community Spouse Resource Allocation (CSRA) limit of $154,140 
(available to skilled nursing home residents only).  If the anticipated disabled spouse is currently 
“institutionalized” (i.e., hospital or skilled nursing home only), and you can show that the 
combined non-exempt resources of both spouses were more than $154,140 on the first day of the 
month when the period of uninterrupted institutionalization began, then the Community Spouse 
may be entitled to a CSRA limit of more than $68,301.  If this exception applies, then the CSRA 
limit is increased to half of the combined non-exempt resources that the couple had at the time the 
period of uninterrupted institutionalization began, provided that (a) it cannot exceed a maximum 
limit of $154,140, and (b) the Community Spouse was able to reduce the Community Spouse’s 
non-exempt resources to below this higher CSRA limit before the 1st day of the month of the 
anticipated eligibility date (i.e., by paying off a mortgage, paying off debt, purchasing exempt 
assets, making home improvements, and/or purchasing an immediate annuity).  If a higher CSRA 
is requested, then it would require (a) hospital and/or skilled nursing home admittance records to 
prove the start date of the spouse’s uninterrupted “institutionalization”, (b) the use of a special 
DSHS Community Resource Declaration form to list the values of their combined non-exempt 
resources as of the first day of the month when the period of uninterrupted institutionalization 
began, and (c) copies of statements in support of said valuations as of that date. 
 
E. Medicaid Income Rules in a Spousal Setting. 
 
 1. Treatment of disabled spouse’s income.  Generally speaking, all of the disabled 
spouse’s income must go towards their care. The following are the exceptions: 

 $100 per month for their “personal needs” allowance; 
 an amount necessary to pay for their supplemental medical insurance premiums; 
 a “spousal income allowance” (also known as a “Community Spouse Maintenance 

allowance”)1, which allows the Community Spouse to shift some of the disabled 
spouse’s income to themselves. This exception allows the Community Spouse to 

 
1 WAC 182-513-1385. 
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have as much of the disabled spouse’s income as is needed to bring the Community 
Spouse’s gross income up to $2,465 per month (the use of an immediate annuity 
would negate this option);  

 an “excess housing cost” allocation of up to $1,388 for the Community Spouse. 
This exception allows the Community Spouse to shift even more of the disabled 
spouse’s income to themselves if the Community Spouse’s housing costs exceed 
$740 per month. Housing costs include utilities at the given amount of $483/month, 
rent, mortgage, real estate taxes, and homeowners insurance. If this exception 
applies, this excess housing cost allocation is added on top of the Community 
Spouse Maintenance allowance discussed above. Thus, the maximum income 
shifting allowed under these two exceptions is $2,465 + $1,388 = $3,853. 

 
 2. Treatment of the Community Spouse’s income.  Generally speaking, the 
Community Spouse is allowed to keep all income paid in their name (i.e., the “name on the check” 
rule), such as social security benefits, pension benefits, investment income from separate property 
accounts, and payments received from immediate annuities mentioned above.  Again, if that 
amount is less than $2,465 per month, then the Community Spouse will be allocated portions of 
the disabled spouse’s income to raise their income to that level, plus an “excess housing cost” 
allocation, if the disabled spouse has sufficient income and the Community Spouse’s housing 
expenses exceed $740 per month (see above). 
 
F. Necessary Estate Planning and Asset Transfer Documents to be Done at the Time of 
Medicaid Eligibility.  If we were to get one spouse subsequently eligible for Medicaid/COPES 
benefits sometime in the future, then at that time we would be required to transfer the disabled 
spouse’s interest in the home to the Community Spouse and remove the disabled spouse’s name 
from all accounts and assets other than the disabled spouse’s one checking and/or savings account 
receiving their monthly social security and pension benefits (with a combined balance of less than 
$2,000).  Since only “gifts” of assets to non-spouses within five years from application result in 
periods of ineligibility, then these transfer/gifts between spouses will have no detrimental effect.  
Once done, then the Community Spouse will routinely execute a new Will that will provide that if 
the disabled spouse survives them, then the Community Spouse’s entire estate will pass into a 
testamentary Special Needs Trust for disabled spouse’s benefit for life (which would not disrupt 
the disabled spouse’s Medicaid benefits as the disabled spouse would have no ownership interest 
in the trust).  Since “inheritances” are not deemed gifts, then transfers of the couples’ assets 
via a Will, will trigger no period of ineligibility.  However, to give this new Will proper legal 
effect, at the time the Will is to be signed we would need to do the following additional steps and 
procedures (depending upon the circumstances): 
 
 1. Execute new Durable Powers of Attorney if the prior Durable Power of Attorney 
forms do not provide for the requisite powers we will need to implement our planning objectives. 
 
 2. Execute new Last Will and Testament for the anticipated Community Spouse, as 
indicated above, to provide for a testamentary Special Needs Trust for the benefit of the surviving 
spouse (i.e., the anticipated disabled spouse). 
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 3. Transfer assets out of any Revocable Living Trusts clients may have.  Since federal 
law only allows a spouse to provide for a testamentary special needs trust for the other spouse 
“under Will”, then if the client has previously established a Revocable Living Trust, we will need 
to transfer all assets held in the trust’s name back out to the spouses, then we will need to transfer 
the assets into the anticipated Community Spouse’s sole name (this may include deeds for real 
property). 
 
 4. Quit Claim Deeds will be required to transfer the anticipated disabled spouse’s 
interest in real property to the anticipated Community Spouse as the separate property of the 
Community Spouse (and if title to the real property is titled in the name of their Revocable Living 
Trust, then Quit Claim Deeds from Trust to both spouses will be required, followed by deeds from 
the disabled spouse to the Community Spouse).   
 
 5. Promissory Notes and Deeds of Trust.  If the couple holds Promissory Notes 
(whether secured or unsecured) and Deeds of Trust, then we will be required to transfer the 
anticipated disabled spouse’s interest in the Promissory Notes and Deeds of Trust to the anticipated 
Community Spouse, as the separate property of the Community Spouse (and if the Promissory 
Notes and Deeds of Trust are titled in the name of a Revocable Living Trust, then Assignments of 
Promissory Notes and Assignments of the Deeds from the Trust to both spouses, will be required 
before Assignments of Promissory Notes and Assignments of the Deeds of Trust, can be executed 
to the anticipated Community Spouse). 
 
 6. Execute a Revocation of all Prior Community Property Agreements.  If the couple 
ever executed a “Community Property Agreement” (which automatically transfers the deceased 
spouse’s entire estate upon death to the surviving spouse without the necessity of probate), then 
we will need to revoke this document since it will override the Community Spouse’s new Will and 
pass everything “outright” to the disabled spouse (rather than via the Will to the testamentary 
special needs trust). 
 
 7. Execute a Separate Property Agreement, to confirm that all assets titled in the name 
of each particular spouse is that spouse’s “separate property” and not community property.  
Since Washington is a community property state, there is a presumption that all assets acquired 
during the marriage are deemed community property, regardless as to whether the disabled 
spouse’s name is on the title to the asset or not.  In other words, without an agreement between 
spouses (the Community Spouse signing for disabled spouse as agent under a power of attorney) 
confirming that all the assets transferred into the Community Spouse’s sole name are the 
Community Spouse’s “separate property” assets, then if Community Spouse died, their Will is 
only going to succeed in sheltering “half” of the total estate, and the other half will be deemed the 
disabled spouse’s estate, which will subsequently bump the disabled spouse off Medicaid (and 
cause the disabled spouse to likely lose all of the disabled spouse’s half towards costs of care). 
 
 8. Execute a General Assignment of Tangible Personal Property, transferring all of 
the disabled spouse’s interest in items of tangible personal property to the Community Spouse. 
 
G. Paper Trail. Clients should keep records of all financial transactions when doing Medicaid 
planning. When paying bills, clients should consider using paper checks. The use of paperless 
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billing and payment options in the modern age creates problems in the context of Medicaid 
planning. If any sort of complexity arises in financial planning, a paper trail is essential to filling 
in gaps when aspects of a plan come into question. In crisis Medicaid planning, in which 
complexities are less an aberration and more the norm, foregoing the paperless option is important 
for maintaining the file and ensuring completeness. Furthermore, in the event the local Medicaid 
office denies an application and the matter is reviewed at a fair hearing, a physical check can serve 
as powerful evidence. 
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MEDICAID/COPES 
Exempt Resource Summary 

 
 Community Spouse Disabled Spouse 

1. Home of any value (includes all contiguous property plus 
related outbuildings) 

                   $0.00 

2. $68,301 Community Spouse Resource                                                 
Allowance (CSRA) 
OR 
A CSRA of up to $154,140 
(under certain circumstances)                                                                   

 
 
 
 

3. Vehicle of any value (anything used for transportation, 
i.e., boats, motor homes, snowmobiles, etc.) 

Vehicle of any value if used for 
transportation of the resident (single 
person); no 2nd vehicle if married 

4. Burial space of any value  Burial space of any value 

5. $1500 Burial Fund 
OR 

Irrevocable burial trust, or Pre-paid burial plan (must 
be reasonably anticipated exp.) 

$1500 Burial Fund 
OR 

Irrevocable burial trust, or Pre-
paid burial plan (must be reasonably 

anticipated exp) 

6. $1500 cash surrender value of Life Insurance, except to 
the extent of any Burial plan or fund 

SAME 

7. Household goods, furniture, clothing, jewelry, and 
personal effects of any value 

SAME 

 
* The disabled spouse has a continuous obligation to meet their $2,000 or less resource standard beginning 
one year after eligibility.  However, the Community Spouse has a one-time obligation to meet their CSRA 
standard at the time of application only.  It does not matter that the Community Spouse’s resources exceed 
the CSRA standard after Medicaid benefits have been approved for the disabled spouse.  
 
 

$70,301 
Total 

Up to $ 156,140 
Total 

$2,000 

 $2,000 

Transfer all Asset Ownership to 

Community Spouse 

Transfer to Community Spouse via Quit Claim Deed 
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Example Medicaid use of an Immediate Annuity for Community Spouse 
 

Facts: 
 

o Spouse one has stroke; moves into nursing home 
o No long-term care insurance 

 
Income: 
 
 Spouse 1 (Disabled Spouse):      $500.00/mo. Social Security & Pension 
 
 Spouse 2 (Community Spouse):  $1,500.00/mo. Social Security & Pension 
              $8,500.00/mo. Annuity Pmts (see below) 
 

All of the disabled spouse’s income must be spent towards their care (except personal needs 
allowance of $100/mo. and an amount necessary to pay their monthly health insurance premiums); 
the Community Spouse, however, may keep all of the income paid in the name of the Community 
Spouse name no matter how much (i.e., the “name on the check rule”). 

 
Resources (regardless of separate or community character): 
 
 -home (no debt)                  $585,000 exempt 
 -car (no debt)                        all exempt, regardless of value 
 -other assets (liquid) $561,890 
 -less exempt CSRA portion  - $68,301 exempt* 
 -less amount for disabled spouse  -   $2,000 exempt 
   Non-Exempt Excess               =$500,000 
 

*CSRA or “Community Spouse Resource Allowance” of $68,301; it can be increased to as much 
as $154,140 depending upon additional factors. 

 
QUESTION:  How does the Community Spouse qualify their disabled spouse for Medicaid while at the 
same time protecting the $500,000 of non-exempt resources? 
 
SOLUTION:  Immediately prior to submitting disabled spouse’s Medicaid application, Community 
Spouse temporarily converts the excess non-exempt resources (plus a little extra, i.e., $510,000) from a 
“resource/asset characterization” into an “income characterization” through the purchase of a $510,000 
immediate annuity payable in Community Spouse’s name only (i.e., “the name on the check rule”) in 60 
monthly installments (i.e., five years) of $8,500 per month (not including interest) with the first payment 
commencing three to six months later.  At the time of disabled spouse’s application, the one-time 
“snapshot” is taken of their combined marital assets showing a house and $49,890 (i.e., $10,000 less than 
the $68,301 max exempt resources).  Hence, disabled spouse qualifies for Medicaid for the remainder of 
their lifetime even though Community Spouse will see the return of the full $510,000 over the next five 
years.  Community Spouse keeps all the “income” paid in the name of the Community Spouse, no matter 
how much, which now includes the immediate annuity payments in addition to Social Security and pension 
benefits.  Though DSHS views each entire payment as Community Spouse’s “income” for Medicaid 
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purposes (i.e., under the Community Spouse’s “name on the check rule”), for income tax purposes, 
however, only the nominal interest portion of each payment is subject to tax.  Disabled spouse’s income 
(other than $100 and an amount sufficient to pay their monthly medical insurance premiums) goes to the 
nursing home.   CAVEAT:  If Community Spouse dies before the five-year pay out, then the unpaid 
portion of the annuity is payable to the beneficiary named in the contract. The law requires the contract 
for these immediate annuities to (1) name the State of Washington as “primary beneficiary” (unless the 
Community Spouse has a disabled or minor child) to the extent the State has paid for disabled spouse’s 
care under Medicaid, and (2) be limited in length to a term no shorter than five years (with a 60-month 
payout), unless the Community Spouse’s actuarial lifespan is less than five years or if it is a “qualified” 
immediate annuity (Qualified annuities are used in connection with tax-advantaged retirement plans, such 
as defined benefit pension plans, Section 403(b) retirement plans (TSAs), or IRAs).  CAVEAT:  Another 
“downside” of purchasing an immediate annuity is the potential loss of having the Community Spouse 
being awarded a “Spousal Maintenance Allowance,” which can be a very important factor, depending 
upon circumstances. 
 
On the first day of the month in which we are seeking eligibility, to be deemed an “income source” in the 
eyes of DSHS (and not an available resource), the immediate annuity must be: (1) irrevocable (i.e., the 
“free look” period must have expired), (2) non-surrenderable (you cannot cash it in), (3) non-assignable 
(i.e., you cannot sell it or transfer it), (4) name the State of Washington as beneficiary to the extent DSHS 
has paid for the disabled spouse’s care under Medicaid (unless there is a minor or disabled child), and (5) 
provide for the full return of the investment within the Community Spouse’s actuarial life-span, pursuant 
to DSHS life-span tables (unless the actuarial lifespan is less than 5 years or the annuity is a “qualified” 
immediate annuity purchased from the Community Spouse’s qualified funds).  In any case, your attorney 
should review the form of the policy before a product is selected since most immediate annuities are 
“assignable.”  Furthermore, you may have a long-time financial advisor whose company may not have 
agreements with annuity companies that meet the Medicaid criteria and, as such, you may need to be 
prepared to move your investments to a financial advisor who can obtain an annuity product that meets 
Medicaid criteria. 




