
MICHIGAN DEPARTMENT OF HEALTH AND HUMAN SERVICES 
 

NOTICE OF PROPOSED  POLICY 
 

Public Act 280 of 1939, as amended, and consultation guidelines for Medicaid 
policy provide an opportunity to review proposed changes in Medicaid policies 
and procedures. 
 
Please review the policy summary and the attached materials that describe the 
specific changes being proposed.  Let us know why you support the change or 
oppose the change. 
 
Submit your comments to the analyst by the due date specified.  Your 
comments must be received by the due date to be considered for the final policy 
bulletin. 
 
Thank you for participating in the consultation process. 
 
 
 
Director, Program Policy Division  
Bureau of Medicaid Policy and Health System Innovation 
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 Medical Services Administration 
 P.O. Box 30479 
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  E-mail Address:  eligibilitypolicy@michigan.gov  
 
Policy Subject:  Treatment of Retirement Annuities 
 
Affected Programs:  Supplemental Security Income (SSI) Related Medicaid 
 
Distribution: Bridges Eligibility Manual (BEM) Holders 
 
Policy Summary:  When certain retirement resources are used to purchase annuities 
established under specific sections of the Internal Revenue Code, the transactions are not 
considered transfers for less than fair market value for an applicant or recipient of Medicaid 
who is in long-term care or the MI Choice waiver.  This policy is used as part of a divestment 
penalty evaluation. 
 
Purpose:  Previous policy only described annuities that were transfers for less than fair 
market value.  There was no information on annuities that are not transfers for less than fair 
market value.  This policy is intended to add the missing information. 
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Michigan Department of Health and Human Services 
Medical Services Administration 

 
 
 Distribution: Bridges Eligibility Manual (BEM) Holders 
 
 Issued: December 1, 2016 (Proposed) 
 
 Subject: Treatment of Retirement Annuities  
 
 Effective: January 1, 2017 (Proposed) 
 
Programs Affected: Supplemental Security Income (SSI) Related Medicaid 
 
 
The purpose of this policy is to add a list of Medicaid acceptable annuities to the BEM.  There 
is no change from current policy.   
 
The Deficit Reduction Act (DRA) of 2005 created penalties for purchases of certain annuities 
that did not meet the conditions of a transfer for fair market value and were purchased on or 
after February 6, 2006.  These penalties are only imposed on applicants for Medicaid who 
were in long-term care or receiving waiver services.   
 
The list of conditions that would trigger a review for a divestment penalty was added to the 
BEM in 2005.  A list of acceptable annuities was not added at that time, although the list was in 
the Social Security Act.  Since the implementation of the DRA in 2006, any acceptable annuity 
(which meets the conditions of the DRA outlined in policy) did not trigger a review for a 
divestment penalty.   
 
These annuities are recognized by the Internal Revenue Service (IRS) under section 408 of 
the Internal Revenue Code (IRC).  These updates are being added to BEM 401, page 7, and 
are included below.  
 
Annuities Funded With Certain Retirement Resources 
 
An annuity purchased by or on behalf of an annuitant who has applied for Medical assistance 
with respect to nursing facility services or other long-term care services on or after February 8, 
2006 is not a transfer for less than fair market value if it is funded with certain retirement 
resources and established under any of the following sections of the IRC: 
 

1. The annuity is considered either: 
 
• An individual retirement annuity under section 408(b) of the IRC; or 
• A deemed Individual Retirement Account under a qualified employer plan under 

section 408(g) of the IRC. 
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2. The annuity is purchased with proceeds from one of the following: 

 
• A traditional individual retirement account (IRA) under section 408(a) of the IRC; or 
• Certain accounts or trusts which are established by employers or certain 

association of employees under section 408(c) of the IRC; or 
• A simple retirement account under section 408(p) of the IRC; or 
• A simplified employee pension under section 408(k) of the IRC; or 
• A Roth IRA under section 408A of the IRC. 

 
Annuities established under any sections of the IRC referenced above do NOT have to be 
irrevocable or actuarially sound and do not have to provide for equal monthly payments.  
 


	Public Comment Cover retirement annuities
	MICHIGAN DEPARTMENT OF HEALTH AND HUMAN SERVICES

	PROPOSED retirement annuities public
	The purpose of this policy is to add a list of Medicaid acceptable annuities to the BEM.  There is no change from current policy.
	The Deficit Reduction Act (DRA) of 2005 created penalties for purchases of certain annuities that did not meet the conditions of a transfer for fair market value and were purchased on or after February 6, 2006.  These penalties are only imposed on app...
	The list of conditions that would trigger a review for a divestment penalty was added to the BEM in 2005.  A list of acceptable annuities was not added at that time, although the list was in the Social Security Act.  Since the implementation of the DR...
	These annuities are recognized by the Internal Revenue Service (IRS) under section 408 of the Internal Revenue Code (IRC).  These updates are being added to BEM 401, page 7, and are included below.
	UAnnuities Funded With Certain Retirement Resources
	An annuity purchased by or on behalf of an annuitant who has applied for Medical assistance with respect to nursing facility services or other long-term care services on or after February 8, 2006 is not a transfer for less than fair market value if it...
	1. The annuity is considered either:
	 An individual retirement annuity under section 408(b) of the IRC; or
	 A deemed Individual Retirement Account under a qualified employer plan under section 408(g) of the IRC.
	2. The annuity is purchased with proceeds from one of the following:
	 A traditional individual retirement account (IRA) under section 408(a) of the IRC; or
	 Certain accounts or trusts which are established by employers or certain association of employees under section 408(c) of the IRC; or
	 A simple retirement account under section 408(p) of the IRC; or
	 A simplified employee pension under section 408(k) of the IRC; or
	 A Roth IRA under section 408A of the IRC.
	Annuities established under any sections of the IRC referenced above do NOT have to be irrevocable or actuarially sound and do not have to provide for equal monthly payments.


