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VII. TRUSTS THAT ARE NOT MQTs, SLDS, OR OBRA '93 - REGARDLESS OF THE DATE 
ESTABLISHED 

A. OVERVIEW 

Trusts or SLDs that do not meet the characteristics for treatment in accordance with 
OBRA '93, and that are not MQTs or SLDs established prior to August 11, 1993, shall be 
treated in accordance with Section 50489.9. Such trusts may include, but are not limited to 
those contained in, the list below. 

> Trusts or SLD's established by a will. (The Medi-Cal applicantlbeneficiary is an heir.) 

> Certain trusts established for disabled individuals on or after August 11, 1993. 

> Blocked accounts established prior to August 11, 1993, which cannot be distributed 
until a minor reaches age 18. 

> Trusts established prior to April 7, 1986, solely for the benefit of a mentally retarded 
person who resides in an intermediate care facility for the mentally retarded. 

Trusts established by a grandparent with hislher own property for a grandchild's 
college education, etc. 

> Trusts established by the community for the medical and social service needs of an 
individual. 

> Trust accounts opened under the California Uniform Transfers to Minors Act (CUTMA 
or UTMA) for a child with an adult named as custodian. (California Probate Code, 
Section 3900 et seq.) 

B. AVAILABILITY AND TREATMENT 

Review the trust document to determine if the trust is revocable or irrevocable. Depending on 
the terms of the trust, it may treated in one of five ways: 

r/ unlavailable property, or 

d unlavailable income. or 

d transfer of assets. 

% Note: Any trust established by the community designated for medical and social service 
needs of an individual shall be considered unavailable. The individual has no legal 
right, power, or authority to use the funds for hislher support. 

E C  18 1997. 
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1. REVOCABLE TRUSTS 

The entire amount of funds held in a revocable trust shall be considered totally available to 
the Medi-Cal applicant, beneficiary, his~her spouse or member(s) of the MFBU as long as one 
or more of them have the legal right, power and authority to revoke the trust and the right to 
use the funds. 

a. Trust principal is available property (pursuant to Section 50402, except that 
subsection 50402(e) does not apply to annuities purchased on or after August 11, 
1 993). 

b. Trust interest is income and is treated in accordance with Article 10. If the trust 
income is not distributed in the month of receipt, the trust income is considered 
income in the month received and is treated as available property (pursuant to 
Section 50402, except that subsection 50402(e) does not apply to annuities 
purchased on or after August 11, 1993). in the month following receipt. 

c. Trust assets (income and principal) are not available until distributed when the 
individual does not have the legal right, power, yxJ authority to revoke the trust and 
to use trust proceeds. 

2. IRREVOCABLE TRUSTS 

The funds in an irrevocable trust shall be considered available only if they are actually 
distributed. 

a. If established with the income, property or property rights of the individual or 
individual's spouse: 

1. Funds distributed from trust income shall be considered income in 
accordance with Article 10. 

2. Funds distributed from trust principal shall be considered available property. 

3. Funds that cannot be distributed to or for the benefit of the individual or 
spouse shall be considered transferred assets and may result in a 
disqualifying transfer. 

f i  Example: Ann Jones is applying for Medi-Cal on behalf of her husband Bob who is in long term 
care. She declares that her husband placed all of his separate property into a trust 
on September 20, 1992. Ann is the trustee. The trust document has been set up to 
be irrevocable and provides no discretion for Ann to release funds from either the 
principal or income. Bob's son Joseph is the beneficiary upon Bob's death. The trust 
contains approximately $100,000 in personal property which is income producing. 

Discussion: In this example, the trust was established on September 20. 1992 with the assets of 
Bob Jones. The trustee has no discretion to release funds from the trust. The 
$1 00,000 would be considered a transferred asset which may result in a disqualifying 
transfer. 

b. If established with income, property or property rights of an individual who is not a 
MFBU member or responsible relative: 

@EC 1 8  1991 
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1. Funds actually distributed for the support and maintenance of the individual 
or spouse shall be considered income in accordance with Article 10. 

2. Funds that are not distributed are not subject to the transfer of asset 
provisions since the trust was established with funds belonging to an 
individual who is not the individual or spouse, not a member of the MFBU and 
not a responsible relative. 

C. TRUSTS ESTABLISHED ON OR AFTER AUGUST 11.1993 FOR DISABLED INDIVIDUALS 

Two types of trusts established on or after August 11, 1993, specifically for disabled 
individuals, have been exce~ted from treatment under the OBRA '93 provisions. These two 
types, lndividual Trusts and Pooled Trusts, are established with the assets or property rights 
of disabled individuals and are to be treated in accordance with Section 50489.9 described in 
B above. Per ACWDL 94-01, treatment is effective no earlier than October 1, 1993 at 
application and redetermination. 

% : Transfer of asset provisions do not apply to lndividual and Pooled Trusts for Disabled 
Individuals established on or after August 11, 1993 unless there is an addition or 
augmentation to that trust after the individual or spouse reaches age 65 [refer to 
Section C(3) below]. 

If a trust is established on or after August 11, 1993 for a disabled individual or disabled spouse, 
wrth hidher assets or property rights, which meets the criteria for an Individual Trust except 
that the disabled individual or disabled spouse is ane 65, or older, it shall be treated as an 
OBRA '93 trust pursuant to Section 50489.5 and the exceptions discussed in this subsection 
shall not apply. If a trust is established on or after August 11, 1993 for a disabled individual 
or disabled spouse, wrth hislher assets, which meets the crbria for a Pooled Trust except that 
the disabled individual or disabled spouse is aae 65, or older, the transfer may be considered 
a disqualifvinn transfer of assets. The Pooled Trust shall continue to be treated under the 
followinn procedures. 

1. INDIVIDUAL TRUST CHARACTERISTICS 

Individual trusts must have of the following conditions: 

a. Was established on or after August 1 I, 1993, a& 

b. Was established for the benefit of the disabled individual or disabled spouse, by a 
parent, grandparent, legal guardian of the individual, or court, and 

c. Contains the assets or property rights of the disabled individual or disabled spouse 
who was both: 

(1) under the age of 65 when the trust was established whether or not helshe is 
currently age 65 or over, 

(2) who, at the time the trust was established, was determined to be disabled as 
verified in accordance with Title 22, Section 50167(a) and who is currently 
determined to be disabled, and 

&C 1 8  1907 
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d. Provides that, upon the death of the disabled individual or disabled spouse or upon 
termination of the trust, DHS shall receive all assets remainina in the trust up to an 
amount eaual to the total medical assistance paid on behalf of that individual by 
Medi-Cal. 

Note: A beneficiary may be named in the trust, to receive amounts remaining in the trust 
upon the death of the primary beneficiary, however, the terms of the trust must be 
clear that the transfer to the secondary beneficiary occurs onlv after DHS has been 
reimbursed for the medical assistance provided. 

(1) Funds may be retained by the trust upon the death of the disabled individual 
or disabled spouse, for whose benefit the trust was established, for: 

J the cost of the individual's remaining management and investment 
fees. or 

J outstanding bills for the benefit of the disabled individual or disabled 
spouse that fall within the terms of the trust, or 

J burial/funeral expenses of the disabled individual or disabled 
spouse. 

(2) In addition, there is no requirement in State or federal law that DHS is 
obligated to submit any type of claim in order to be reimbursed, nor is the 
State required to include reimbursement from this type of trust as part of its 
estate recovery process. It is the responsibilrty of the trustee to contact DHS 
to obtain the dollar amount of medical assistance provided by DHS and then 
submlthat amount, or the amount remaining in the trust, whichever is less, 
to DHS Recovery Branch. Any trust which contains provisions allowing 
reimbursement of medical assistance provided only upon submission of a 
"claim" or a "proper claim", shall not be considered an "Other" trust and shall 
be treated as an OBRA '93 trust under Procedures Section 9JV. 

% Note: When a disabled individual or disabled spouse has resided in more than one state, 
the trust must provide that the funds remaining in the trust be distributed to each state 
in which the individual received Medicaid, based on the state's proportionate share of 
the total amount of Medicaid benefits paid by all of the states on behalf of the 
individual. 

2. POOLED TRUST CHARACTERISTICS 

Pooled trusts must have the following conditions: 

a. Established on or after August 1 I, 1993, and 

b. Established and managed by a non-profit association, 

c. Contains the assets of the individual or spouse who is determined to be currently 
disabled as verified in accordance with Title 22, Section 50167 (a)(l), and 

E C  lei i9C 
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d. Maintains a separate account for each beneficiary of the trust (but for purposes of 
investment and management of funds, the trust pools these accounts), 

e. Provides that E, upon the death of the disabled individual or disabled spouse or 
upon earlier termination of the trust, receive all amounts remainina in that individual's 
account. eaual to the amount of medical assistance paid on behalf of that individual 
to the extent that amounts remain in that individual's account and are not retained by 
the trust to cover the costs of that individual's remainins manaaement and investment 
fees, outstandinu bills that fall within the terms of the trusts, and buriallfuneral 
expenses: 

In addition, there is no requirement in State or federal law that DHS is obligated to 
submit anytype of claim in order to be reimbursed, nor is the State required to include 
reimbursement from this type of trust as part of its estate recovery process. It is the 
responsibility of the trustee to contact DHS to obtain the dollar amount of medical 
assistance provided by DHS and then submit that amount, or the amount remaining 
in the trust, whichever is less, to DHS Recovery Branch. Any trust which contains 
provisions allowing reimbursement of medical assistance provided only upon 
submission of a "claim" or a "proper claim", shall not be considered an "Other" trust 
and shall be treated as an OBRA '93 trust under Procedures Section 9JV. 

% Note: When a disabled individual or disabled spouse has resided in more than one state, 
the trust must provide that the funds remaining in the trust be distributed to each state 
in which the individual received Medicaid, based on the state's proportionate share of 
the total amount of Medicaid benefds paid by all of the states on behalf of the 
individual. 

f. Each account is established solely for the benefit of the disabled individual or the 
disabled spouse by the disabled individual, disabled spouse, his or her parents or 
grandparents, the legal guardian of that individual, or by a court. 

(1)  The account assets are to benefit no one other than the disabled individual 
or disabled spouse for whose benefit the account was established, from the 
time the account was established until DHS' interest has been paid. If the 
account assets are not solely for the benefit of the disabled individual or 
disabled spouse, then the trust is to be treated as an OBRA '93 trust pursuant 
to Section 50489.5. (See Procedure Section 9 J V). 

% N o :  A beneficiary may be named in the trust. to receive amounts remaining in the trust 
upon the death of the primary beneficiary, however, the terms of the trust must be 
clear that the transfer to the secondary beneficiary occurs onlv after DHS has been 
reimbursed for the medical assistance provided. 

(2) If funds are to be retained by the trust upon the death of the disabled 
individual or disabled spouse, for whose benefit the trust was established, for 
any purpose other than: 

r /  the cost of the individual's remaining management and investment 
fees, or 

r /  outstanding bills for the benefit of the disabled individual or disabled 
spouse that fall within the terms of the trust, or 
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r /  buriallfuneral expenses of the disabled individual or disabled 
spouse, 

the account will not be considered solelv for the benefit of the disabled 
individual or disabled spouse and shall be treated as an OBRA '93 trust 
pursuant to Section 50489.5. (See Procedure Section 9 J V). 

3. ADDITION OR AUGMENTATION OF INDIVIDUAL OR POOLED TRUSTS 

When an Individual or Pooled trust is established for a disabled individual or disabled spouse 
under the age of 65, the exception from treatment under OBRA '93 continues after that 
individual or spouse becomes age 65. However, Individual and Pooled trusts cannot be added 
to, or otherwise auumented with assets of the individual or spouse, affer that individual or - 
spouse reaches aue 65. Any such addition or auamentation may be considered a 
disqualifying transfer of assets. 

% Note: Parents of a disabled son($ or daughter(s), reaardless of aqe, may make transfers 
of assets to their disabled son(s) or daughter(s) directly or to the son's or daughter's 
lndivldual or Pooled Trust. Such a transfer by a parent of a disabled son or daughter 
would not be considered a disqualifying transfer of assets in determining the eligibility 
of the parents for Medi-Cal. 

4. RECOVERY OF COSTS 

To ensure that recovery of the costs of medical care occurs, counties shall notify Department 
of Health Services Third Party Liability (TPL) Branch whenever either one of these two types 
of trusts is discovered. The TPL Branch should also be notified whenever the county finds out 
that the disabled individual or disabled spouse has died or the trust is being terminated. Send 
the beneficiary's name, Social Security number, Medi-Cal I.D. number, and photocopies of the 
trust documents to: 

Department of Health Services 
Third Party Liability Branch 

P.O. Box 225 
Sacramento, CA 9581 4 

UEC 18 1997 
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7iusfee (s) 

JOE SMITH SPECIAL NEEDS TRUST 
DECLARATION OF TRUST 

This trust forms a part of the selkmenf arriwd a t  between Joe 3h19h, hy and lhrou~h 
blj. Cycrdbn ad h ~ e m  $a& .?mlI' et al., Plaintiffs, and A,&? Hosp/Iai et al., 
Defendants, in Case No. 123456, in the Superior Court of the State of California, 
County of Stanislaus. 

The settlement provides in part for establishment of a special needs trust in 
accordance with California Probate Code Section 3604 and 3605 and for certain 
payments by or on behalf of Joe 4Ym/Ib 

The intent of this trust is to provide a d/Scref/baag spe~dLbr/j/L fhxd to .supp/emenf 
pud/ic rPsources and benehls when such resources are u~avai/ab/e or lhrufic/enf to 
p r o d !  fir (he Sp~cla//Needs of  //3c Benedk/bry As used in this instrument, the term 
"Special Needs" means the requisites for maintaining the Beneficiary's good 
health, safety, and welfare, when in the ,76so/uf~ dScref/bn o f  the ?).ustAdv/So,y 
ComIfec such requisites are not being provided by any public agency, office , 
or department of the State of California, or of any other state , or of the United 
States of America. 

The setI/~me~f adalpaymentsthereunder are the result of a compromise and 
settlement of disputed claims, wherein no party is acknowledging any liability. 
W& the approval and order of the Court in the abovedescribed action, this Joe 
Smith Special Needs Trust is established, AKBank ir appo/if~d as Pu.?Lee fhereol 
Sa& &dh, hne h e  andJohn Jones are appo/hted as mcmbe~s o f  fhe Pu.?f AAdvSoy 
Comm~ILec: and those parties are authorized by the Court in the above-described 
action to execute this trust. 

ARTICLE I 

ABCB~~k/~app~lhtcd/hlI/bf ?)usfee of the trust. Any Trustee shall have the right 
to resign at any time. ABC Bank shall for any reason cease to act as Trustee, 
a successor corporate Trustee shall be appointed by the Trust Advisory 
Committee. 

The term "trustee" as used in this instrument shall include any Trustee or 
Trustees named herein or appointed pursuant to the provisions hereof. Sly 
Sm/ii Jme Doe, a d  John Jones arc appo~hted fhe /h/P.b/ members o/ the Pust 
Adv/,?ory hm l I t e t l  There shall always be a minimum of 3 members of the Trust 
Advisory Committee. All action of the Trust Advisory Committee shall be by 
major i i  vote. 

The i 3 ~ s t  Ady/Sor/l Commdfee shalhave f i e  power and fhe aulhorl* /h 2s abso/ufe 
dkcrehbn. to determlhe antidkeel the 7iusfee concer/~/I/~payments fo be made to or 
/or 1;3e benehf o/ the Bem//c/b1py dur/h~ hlj. //ct/he 
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ARTICLE I1 
DISTRIBUTION OF INCOME AND PRINCIPAL 

All property now or hereafter subject to this trust shall constitute the trust estate 
and shall be held, allocated, administered, and distributed as hereinafter 
providbd. 

The /hcome sha// be added fo and become pflie@aL /ormg a common fund The 
Trustee may distribute from such common fund to or for the beneffi of the 
Beneficiary during his lifetime, such sums and at such times as the Trust Advisory 
Committee, in its absolute discretion, determines appropriate for the Beneficiary's 
Special Needs. 

Upon the death of Joe Smith or the earlier termination of this trust, the Trustees 
shall fire nof/i.e of Joe Smifb 3 deaL4 lo the diecfors of fhe Deprfmenfs of Heal& 
Jkrwiias and Developmental Services, and to any county or clty and county that 
has made a written request to the Trustees for such notice, addressed to that 
county or city and county at the address specified in the request. The Trustees 
shall /rkf &dfl;3ule kom fhe rema~h~igpflkcpal and/bcon~e of /he frusf lo fhe Sfate 
flepc7rfr~1cnf of heah h2rz1i.e~ /or a//medka/ ass/j.fance pa/d /or or re/inursed by lhe 
Deparfm~nf up lo fie a m n f  rema/../b~ fhe frusf The State Department of 
Mental Health, the State Department of Developmental Services, and any county 
or city and county in the State of California shall be reimbursed a//r  fhe State 
Deparfmenl o/Hea/fh 3erv1i.e~~ for the purpose of reimbursing it for costs and 
expenses of medical, health vocational, or other services provided to the plaintiff, 
and other assistance for such services paid by it to the plaintiff, to the full extent 
to which it may be so entitled pursuant to law or regulation, and shall distribute 
any sums remaining thereafler to the plaintiffs's surviving children in equal shares 
or to their issue by right of representation. 

Note: THE FOLLOWING LANGUAGE DOES NOT PROVIDE THAT 
THE STATE DEPARTMENT OF HEALTH SERVICES IS THE 
FIRST PAYEE AS REQUIRED FOR INDIVIDUAL AND 
POOLED TRUSTS. 

Upon the death of Joe Smith, the Ru.~leessha//papa//pre/erred 
chi in^^ o/governmenf agenclex as set forth in Probate code 3605, 
the Busfees shalgire oof/ce o/Joe Smlb 2 deal4 fo 1% d/j.ecfoIrs 
of f.e Llparfmenfs o/ Hea/lh Scrv~ces and Developmental 
Services, and to any county or city and county that has made a 
written request to the Trustees for such notice, addressed to that 
county or city and county at the address specified in the request. 
fie Dcparlmenls of Hea/fh Serwee.s and Deve/opmenla/Ser~~ces. and 
any ofher sfale iI'gency wh~eh has provM dene4Z.s on behay of Joe 
hh/lh dur/i& b/~+ /7eI/ine, sbdl be re/nlbumed and receive a// assefs 
rem/h/kg /h fie 7fusf up lo [be amount of lofa/ med/?a/ ass/SLance 
,~nd o1her ben~fiIs pa12 for Joe dur~kg h/j. //%p/ine. If the trust 

I 
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property is insufticient to pay all claims, then the Trustees shall 
petition the court for instructions and claims shall be paid from 
the trust property as the Court deems just. The remainder, if 
any, shall be distributed to Joe's heirs at law. 

No psrl of the /hieresf earned by or fhe c o w s  o/ fhe frusf created h e ~ e ~ h  shal be 
used lo supp/anf or rep/aee pubhe a.rs~j.iance benehls o/ any counh sfafe, or 
ofher governmen fa/ agency wh~ch has a /ega/ re.spon.r/2/JQ lo serve persons w~lh 
dj.ab/$he.r 

for fhc purpo.res o/ deferm/n/hg fhe beneh21byj. Yeferans Adm/h~ifraI/on, Jed/-&l 
or shy ofhef pub dencfif. proframs ehg/ZJz(K no parf o/ fhepr/>c@a/ or ihcome of 
fhe f m d  esfafe sba4 be cons/;7'ered ava/Iab/r fo sa/J benefie~bry h fhe evenf the 
Irusfec is requesfed by any depafmeaf or afency adm~hirfer/jlf Med/--fi/ or any ofher 
deneiil. fo r&se p~~hcba/ or /hcom o/ fhe 6rusf fo or on behay of fhe bi?/3efi~JbJy 
lo pay /or equ/pmen1 medkabbn, or serv~kes whkh Ye& Ca/ or ani/ ofher g o v e m n  f 
bene//I pro8ram at/fhor/ied lo provf7e f ' e  fru.~fee 12 aufhor~ied lo deny such 
requesf i~ aaufhor/ied fo d e h d  af /he expense of fhe Irusf esfafe, a ~ ~ y  such 
reqt/el% 

ARTICLE Ill 
TRUST /IPRfYUCAB& 

This Trust may not be modified or revoked except by order of the appropriate 
Court. In no event, shall the beneficiary of this Trust have any right to revise, 
amend, or modify this Trust or to exercise any power whatsoever with respect to 
this Trust, except by Order of the appropriate jurisdiction and only by the Trustee. 

ARTICLE IV 
GENERAL PROVISIONS 

This trust has been accepted by the Trustee in the State of California and its 
valid@, construction, and all rights under it shall be governed by the law of that 
State. This provision shall apply regardless of any change in the place of the 
administration of the trust, or the change of residence of any Trustee or 
beneficiary. 

la  fe Executed at Modesto, California, this /Zfb day o/Augusl. 1994pursuant to that 
AkIabhShed certain Order Approving Compromise of Disputed Claim dated July 10, 1994 in 

Case No. 1234546, Superior Court of the State of California, for the County of 
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* Background: The county has already determined that Mr. Smith was 50 years old and disabled on 
August 12, 1994. He is still disabled. 

C)iscussion: If Mr. Smith andlor his spouse is applying for Medi-Cal the trust shown above should 
be considered as an lndividual Trust, established for a disabled individual excepted 
from treatment in accordance with OBFW '93 provisions. (See Procedures Section 9 
J VII). 

4 The trust was established on August 12, 1994 (on or after 
August 1 1 , 1993), 

u' With the assets of Joe Smith, who was under the age of 65 and 
disabled when the trust was established, 

u' By Sally Smith, Mr. Smith's guardian, who had the legal authority to 
act in place of, or on behalf of, Joe Smith, 

u' For the benefit of Joe Smith, a disabled individual, 

u' Who is determined to be currently disabled in accordance with 
Title 22, Section 501 67(a). 

u' The trust provides that DHS shall be the first to receive all assets 
remaining in the trust up to an amount equal to the total medical 
assistance paid on behalf of that individual by Medi-Cal. 

u' The trust is irrevocable 

Funds distributed to Mr. Smith for his support and maintenance from trust income 
shall be considered income in accordance with Article 10. Funds distributed to 
Mr. Smith for his support and maintenance from trust principal shall be considered 
available prone*. 

% NO&: If Mr Smith, age 50, and/or his spouse is applying for Medi-Cal with the trust shown 
above, except that the trust did not meet all of the criteria for an Individual Trust, the 
trust should be considered as an OBRA '93 Trust and treated in accordance with 
Procedures Section 9 J V H 3 for the following reasons. 

1, The trust was established on August 12,1994 (on or after August 11, 1993), 

u' With the assets of Joe Smith, 

v' By Sally Smith, Mr. Smith's guardian, who had the legal authority to act in 
place of, or on behalf of, Joe Smith, and 

u' It is irrevocable. 

SECTION NO.: 50489 et seq. MANUAL LETTER N O . ~ I  % 2 DATE: 18 119(37 PAGE 9J-85 



MEDI-GAL ELIGIBILITY PROCEDURES MANUAL 

The trust provisions provide the trustees with full discretion to release any amount 
of trust income and trust principal. Payments can be made to or for the benefit of 
Joe Smith and/or his spouse. Therefore: 

J Actual payment(s) of trust income made to, or for the benefit of Joe Smith or 
his spouse shall be treated as income in accordance with Article 10. 

J A~tua l  payment@) from the trust principal made to, or for the benefR of 
Joe Smith or his spouse shall be treated as income in accordance with 
Article 10. 

u' Any portion of trust principal or trust income that could be paid to, or for 
the benefit of Joe Smith or his spouse under any circumstance, but is not, 
shall be treated as available property (pursuant to Section 50402(b)-(9 
except that subsection (e) does not apply to annuities purchased on or after 
August 1 1 ,I 996). 

u' Any actual payment@) of trust principal or trust income that is not made to, 
or for the benefit of Joe Smith or his spouse, shall be considered a 
transferred asset and may be a disqualifying transfer in accordance with 
ACWDL 90-01. 

Note: If Mr. Smith andlor his spouse arelis applying for Medi-Cal and the trust above was 
established on Auaust 12. 1992 the above trust would be considered an MQT and 
treated in accordance with Procedures section 9 J VI D 3 for the following reasons. 

IJ The trust was established prior to August I I ,  1993, 

u' With the assets of Joe Smith, the beneficiary, 

u' By Sally Smith, Mr. Smith's guardian, who had the legal authority to act in 
place of, or on behalf of, Joe Smith. 

u' The trustees have discretion to release any amount of trust income and trust 
principal. 

I /  The trust is irrevocable. 

Even though the trust is not revocable because the trustees have full discretion to distribute trust 
income and trust principal, the total trust income and trust principal contained in the trust are available 
whether or not the trustee is actually releasing it. 

I /  Any amount distributed from the trust principal to Joe Smith or his spouse, or 
to another person or entity on behalf of Joe Smith is available property. 

Y' The maximum amount from the trust principal that the trustee may distribute - 

to Joe Smith or his spouse, or to another person or entity on behalf of 
Joe Smith, but which is not distributed, is available property: (pursuant to 
Section 50402(b)-(f) except that subsection (e) does not apply to annuities 
purchased on or after August 11,1993). 
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/ Any amount distributed from the trust income to Joe Smith or his spouse, or 
to another person or entity on behalf of Joe Smith, is income and subject to 
treatment under Article 10. 

d The maximum amount from the trust income that the trustee may distribute 
to Joe Smith or his spouse, or to another person or entity on behalf of 
Joe Smith, but which is not distributed, is considered income in the first month 
and thereafter available propem/ (pursuant to Section 50402(b)-(f) except 
that subsection (e) does not apply to annuities purchased on or after 
August 1 1, 1993). This is because the terms of the trust provides that 
income shall be added to and become trust principal. 
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