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SURJECT: “HALLABILITY OF CASH SURRENDER VALUE OF LIFE INSURANCE POLICIES
The putpose of this tatter is to clailfy that the cash suricoder wvalue (C£SV)
of life insurance policies is considered unavallable once an applicant, or a
person acting in beh:: i of the applicant, has taken steps to make the (CSV

availstle. The CSV remains unavailable until it is actually received by the
applicant/beneficiary as long as he/she ccentiinues to make a good faith effort
to ligquidate the asset.

Cree the eppliesnt/benefiniary veveiwzz the mouney (Csuaily ir th~ frllowing
month), i DCoomes availaile However, ta the extent the
appli~ant/benzis:iary is properiy .ligible for at least one “ay prior to
receipt wf rhe @SV ir lLiat month, there would be continuaing eligibility
without the %v i the 1life insurance affecting eligibility in that month.
in additiva, 17 .he applicanr spplies for retroactive coverage, the €SV will
be unsvaiiable in the cctroactive month only if that he/she took the steps
necessary to make it saiianle in these months. This may result in the CSV
being available one munth and Guevaillable the following month.

EXAMPLES -

S

Y7 % person comes Iin to appiy for current and onpoio- Medi-all] He statec
thal he mac o “10,000 face valu. whole life insurawc~ :olicy. Upan
erarination of tmne ©Sv .-hles in the policy, the worker fimds that the
policy appears to have a $3.0uu 279 In addition, the person’s other
wnexXeMpt Diopovtyv is over the property limic. The worker informs the
person o, the propcrty limit and the need to spend dew:-. The worker also
1oforus  the Aabplicaut that hes/sh: must take steps to make the €SV
availahle for it w¢ be rousider-. o -r=nilable 1t will remain unavailable
until the CSV is actually received as long as he/she continues to make a
good faith effort to liquidate the assec.

The applicant returns to the county the fellowing month with a statemen:
from his/her insurance agent that he/she completed the necessary paperwork
to ohtain the C(CSV, The date of the statement is ir the month of
application evidencing that the applicant actually took the steps to make
the CSV available in the month of application thereby rendering the CSV
unavailable for that month. Providing the applicant had spent down the
remaining excess property before the end of the month of application,
Medi-Cal could be approved for the month of application.
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When the beneficiary receives the CSV, ¢ county wili =xam-we the
property 1limit once again. If applicaible, rha borsliciary ust be
informed of the property limits once uure. Reguier p..Iesures for

ra

3

discontinuance due to eXcess property would then »e Ffolleowed as
appropriate.

A person comes into the county office to apply for retroactive itedi-Cal
for the prior two months to cover a period of hospitalizatiorn. The
person’'s wife had completed the necessary paperwork to obtain the CSV of
their life insurance policies soon after her husband was hospi=zalized.
She has a receipt for certified mail from the post office to show the date
the paperwork was mailed. This establishes rthat she took the necessary
s*ops to make the CSV available in the first month for which retroactive
ccverage .5 being requested.

“he 8V was received by the applicant in the secorst wonth 1n the
retroactive period. The wife immediately applied it toward the hospital
bill,

If orherwise eligible, this couple would be eligible for boti retroactive
montts, In the first month the CSV would be considered unavailable and in
the second month the excess property was appropriately brought helow the
property limit before the end of the month (adequate consideration was
received).

L prrsya comes In to apply in Jume for himself (one persown MFBU). He/She
wants _griuactive Medi-Cal coverage tur the months of March, April and
May. Tthe applicant’s only property is a lite 1nsurance ponlicy with a face
value of $5.000 and a CSV of $4,300. The eligibility worker must explain
the property limits, spenddown procedurcs and the fact that the CSV will
be cousidered wunavailable from the date the applicant takes steps to
liquidate the asset to the date funds are actually received, as long as
the applicant c¢ontinues to make a good faith effort to obtain the CSV.
However., since the applicant had not initiated these activities iIn the
retroactive months, the CS5V ig available in those retroactive months.

The applicant returns one week later (still in the month of application)
with a statement from the insurance agent stating that all the necessary
paperwork has been completed. Therefore, from that date until the date
the CSV is obtained, the CSV is unavailable.

The applicant is 1ineligible for retroactive coverage due to eXcess
resources, but if otherwise eligible, Medi-Cal could be granted for the
month of application and ongoing until the CSV is obtained. At that time,
the CSV becomes available.
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Fir.iiy, alease saoce that this discussion on availability does not affect
othey 1 easons Dy which ploperty may be determined to be unavailable (e.g., if
the person is uncenscisus wnd has no one to act in his/her behalf to make the
property availabie.) In general, legal availability is defined as the
"right, authority = powey to liquidate the property”. In most cases, unless

specifically instructed ©. do otherwise, you should use the same guidelines.

Tf you have any additional questions, please call Sharyl Shanen-Raya of my
staff at (916) 324-4956,

Sincerely,

Original signed by

Frank S. Martucci, Chief
Medi-Cal Eligibility Branch

cc: Medi-Cal Liaisons
Medi-Cal Program Consultants

Expiration Date: September 7, 1989





