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Policy Analyst: Kayla Lowers
Phone Number: 517-284-1144

Initial [ ] Public Comment [X Final []

Brief description of policy:

The purpose of this policy is to clarify how to handle non-taxable annuity payments for Modified
Adjusted Gross Income (MAGI)-based Medicaid programs.

Reason for policy (problem being addressed):

The current policy does not specifically address how to treat annuity payments that result from a
non-taxable source for MAGI-based Medicaid determinations.

Budget implication:

X budget neutral

[ ] will cost MDHHS  $ , and (select one) budgeted in current appropriation
[ ] will save MDHHS $

Is this policy change mandated per federal requirements?

Yes —42 CFR 435.603.

Does policy have operational implications on other parts of MDHHS?

Yes, this will change the way some MAGI cases are processed in MDHHS field offices. It will
also possibly result in more annuities for the Trusts and Annuities Unit to evaluate.

Does policy have operational implications on other departments?
No

Summary of input:

[] controversial

[] acceptable to most/all groups
[ ] limited public interest/comment

Supporting Documentation:

State Plan Amendment Required:[_]| Yes [X] No | Public Notice Required: [ ]Yes [X] No
If Yes, please provide status:
[ ] Approved [ ] Pending [ ] Denied If yes,

Date: Approval Date: Submission Date:
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Policy Subject: Non-Taxable Annuity Income for Modified Adjusted Gross Income (MAGI)-
Based Medicaid Programs

Affected Programs: Medicaid
Distribution: Bridges Eligibility Manual (BEM) Holders

Summary: The purpose of this policy is to clarify how to handle non-taxable annuity payments
for MAGI-based Medicaid programs.

Purpose: The current policy does not specifically address how to treat annuity payments that
result from a non-taxable source for MAGI-based Medicaid determinations.

Cost Implications: As this is only a clarification and not a new policy it will be budget neutral.

Potential Hearings & Appeal Issues: There are no potential hearing or appeal issues as a
result of this clarification.
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Proposed Policy Draft

Michigan Department of Health and Human Services
Medical Services Administration

Distribution: Bridges Eligibility Manual (BEM) Holders
Issued: March 1, 2019 (Proposed)

Subject: Non-Taxable Annuity Income for Modified Adjusted Gross Income
(MAGI)-Based Medicaid Programs

Effective: April 1, 2019 (Proposed)

Programs Affected: Medicaid

This policy provides clarification on how to treat non-taxable annuity payments for MAGI-based
Medicaid groups. For MAGI-based Medicaid programs, there is no asset test. However,
disbursements from annuities are generally countable as income in the month that they are
received. In some cases, such as structured annuities that result from lawsuit settlements, this
annuity income may not be taxable. Therefore, part or all of the annuity payments may not be
countable toward an individual's MAGI income. In order to determine what parts of an annuity
payment may or may not be countable toward an individual's income, follow the process for
referrals to the Trusts and Annuities Unit outlined in chapter 401 of the BEM to have the
annuity evaluated. In the case of MAGI-related annuity evaluations, a copy of the lawsuit
settlement agreement must be submitted to the Trusts and Annuities Unit in order to make the
determination.
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