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T H E  B A S I C S :

MEDICAID COMPLIANT ANNUITIES 

When purchasing an insurance policy, you 
and your clients not only want a carrier they 
can trust, but also one that provides the most 
beneficial outcome. This guide explores 
the considerations in choosing a Medicaid 
Compliant Annuity (MCA) carrier, breaks 
down the differences between companies, 
and prepares you to advise your clients with 
confidence throughout the MCA process.

At its core, an MCA is one of the most powerful 
Medicaid spend-down tools in the elder law 
industry. It converts countable assets for 
Medicaid purposes into an income stream for 
the owner, allowing for accelerated eligibility 
for benefits. The result is financial savings, 
asset protection, and happy clients.

MCAs have long been a staple for elder law 
attorneys. However, in the past, it was difficult 
to find insurance companies interested in 
supplying this product. Now, as the need for 
crisis Medicaid planning has increased, so has 
the number of MCA carriers, each with their 
own attributes, advantages, and disadvantages.

What does this mean for your clients? By 
understanding the differences between various 
insurance carriers, you can help customize an 
MCA plan that best suits their specific needs.

We’re here to provide you the guidance needed to 
accomplish this.

AS THE LEADER IN MCA EDUCATION 

AND SALES FOR OVER 30 YEARS,  

we understand the importance  

of choosing the right carrier  

better than anyone.



UNDERSTANDING THE MEDICAID 
COMPLIANT ANNUITY 
A Medicaid Compliant Annuity (MCA) is a 
Single Premium Immediate Annuity (SPIA). 
It is structured in accordance with the Deficit 
Reduction Act of 2005—this is what makes a 
SPIA “Medicaid compliant.” SPIAs are funded 
with a lump sum investment, and the insurance 
carrier immediately begins providing income 
to the owner. The income consists of the return 
of principal and a small amount of interest.

SPIAs differ from typical annuities in that they 
do not have a growth period (also called the 
“accumulation phase”). The growth period is 
the time between the purchase of the annuity 
contract and distribution—when the annuity 
begins to payout. The lack of a growth period 
often leads to misunderstandings by senior 
clients. Deferred annuity contracts continue 
to accrue interest (or experience loss) until the 
contract matures several years after the initial 
purchase. Instead, the SPIA moves straight from 
the initial investment to making payments. 

Additionally, the owner of a SPIA does not have 
any access to principal, and the contract cannot 
be surrendered. Generally speaking, once this 
type of annuity has been purchased, the purchase 
cannot be undone. Therefore, it is vital to have 
accurate case facts and a keen understanding of 
the SPIA’s contract provisions before proceeding.

A SPIA’s interest rate and payment terms are 
fixed, and the client is not at risk of losing their 
payments due to market fluctuation. They 
will receive their guaranteed payments for 
the agreed-upon term. Therefore, though the 
purchase of a SPIA is an irrevocable act, it’s widely 
considered a simple and safe insurance product 
when purchased as the result of careful planning.

REQUIREMENTS 
OF AN MCA

IRREVOCABLE1.

NON-ASSIGNABLE2.

ACTUARIALLY SOUND3.

EQUAL PAYMENTS4.

STATE AS BENEFICIARY5.



WHAT ARE THE CARRIER OPTIONS?
When seeking an MCA for your client, you have 
several insurance carrier options to consider. 
Our office works with seven carriers across 
the country. We offer four carriers with an 
A.M. Best rating of A- or higher, and we have
exclusive wholesaler relationships with three
carriers, meaning their products cannot be
found anywhere else.

IN SHORT, WE HAVE THE MOST DIVERSE MCA 
PRODUCT OFFERING ON THE MARKET.

Three carriers with annuity 
terms as low as two months 3

NATIONAL MEDICAID COMPLIANT 
ANNUITY CARRIERS

7

Four carriers with an A.M. 
Best rating of A- or higher

44

Three exclusive carriers with 
products not available  
anywhere else 3

One provider with you the 
whole way

41

The use of certain carriers will be dictated 
by basic aspects of your client’s case. First, 
not every carrier is available in every state. 
Although we are able to offer MCAs in every 
state except California, the specific carrier 
options for each state may vary. Second, the 
desired annuity term length may rule out 
some carriers. The shorter the annuity term, 
the fewer options are available. (We work with 
three carriers that can provide annuities as 
short as two months.) To add another layer of 
complexity, some carriers place restrictions on 
how short an annuity can be when using large 
premium amounts.

Considering this information, insurance carrier 
options may vary on a case-by-case basis. 
Once you and your Benefits Planner determine 
the options available for your client’s unique 
situation, the next step is to review what 
differentiates each carrier.



B R E A K I N G  D O W N

FINANCIAL STRENGTH RATINGS

One way to gauge an insurance carrier is by 
looking at their Financial Strength Rating (FSR. 
In general, FSRs rate carriers on their potential 
ability to meet their financial obligations. 
However, there is a popular misconception 
that ratings equate solely to a company’s 
creditworthiness. In reality, a variety of factors 
are considered when assigning an FSR.

Because ratings are an important factor, we want 
to help you fully understand their context.

A.M. Best is the most popular FSR agency and 
likely familiar to your clients. Their ratings 
are based on the insurance carrier’s business 
profile, balance sheet strength, operations, risk 
management, the types of insurance coverage 
sold, and the number of policies written. A++ 
is the best possible score a carrier can receive 
from A.M. Best, and it means they excel in every 
measured area.

If you and your client want an A-rated 
MCA carrier, we have you covered.

This also means larger companies with more 
product lines naturally earn a higher rating.  Does 
this mean smaller companies that offer Medicaid 
Compliant Annuities should be overlooked? 
Absolutely not. In many cases, smaller companies 
can provide more desirable product features and 
better service than larger carriers, leading to a 
more favorable economic outcome for your client. 

Be sure to consider all factors of your client’s case 
before ruling out potential carrier options based 
on ratings alone. Understanding the different 
product features available and how they affect 
your client will help you do just that.

A.M. BEST
RATING GUIDE

A+ SUPERIOR

A EXCELLENT

B+ GOOD

B FAIR

C+ MARGINAL

C WEAK

D POOR

!



I D E N T I F Y I N G  C R U C I A L

PRODUCT FEATURES

While ratings are important, it is the MCA’s specific 
product features and company policies that have 
the greatest effect on your client. Product features 
affect how the MCA is used in practice and how 
it works with the spend-down plan for Medicaid 
eligibility. Every company is different in what they 
offer their policyholders, so using one carrier over 
another could have a substantial impact on the 
Medicaid application process.

If there is one thing for you to take away from 
this guide, it is that specific product features 

can make or break your client’s case.

CONTRACT DATES
The most significant factor in a Medicaid 
Compliant Annuity strategy, hands down, is 
properly timing the contract purchase. The 
effective date of the contract is vital to the 
success of the case, since this is the date most 
state Medicaid agencies will consider the annuity 
to be purchased. In many cases, the annuity 
purchase is the last step in the Medicaid spend-
down process, so if the effective date falls into 
the following month, it will cost your client an 
additional month of paying out of pocket for care.

Our exclusive carriers offer flexibility when 
assigning the contract’s effective date, often 
regardless of when the application was signed and 
the premium funds were received. Therefore, if 
you have a case that needs to be rushed, especially 
toward the end of the month, we can help you 
secure the contract dates you need to qualify your 
client for Medicaid in time. Unfortunately, other 
carriers are less accommodating with policies, 
restricting the ability to backdate the contract or 
not allowing it at all.

KEY POINT:  
Unrestricted backdating can save your 

client’s case when you’re in a pinch.

BENEFICIARY OPTIONS
Although the state Medicaid agency is named 
primary beneficiary in most MCA cases, there are 
several instances in which family members or a 
trust may receive the proceeds from the contract. 
Since this is always a possibility, understanding 
the carrier’s beneficiary options is essential to 
prevent confused or upset clients down the road.  

Most carriers offer two options when the 
annuitant predeceases the annuity term. The 
beneficiary(ies) can either elect to continue 
receiving contract payments for the remaining 
term, or they can receive a lump sum; however, 
the lump sum reflects a discounted amount from 
the actual value of the remaining payments. The 
discount varies by carrier and depends on how 
long the annuity had been making payments 
before the annuitant’s death. The earlier the 
annuitant passes away, the larger the discount.

While this may be a concern for your clients, 
we work with an exclusive carrier that offers 
an alternative in many cases, wherein the 
beneficiary(ies) can take the lump sum 
distribution without a discount. Since this 
option would be favored by most beneficiaries, 
it could be a major consideration when 
proceeding with an MCA carrier, especially if 
there is a greater possibility the annuitant will 
predecease the annuity term.

KEY POINT:  
Understand each carrier’s beneficiary 

options before proceeding with an MCA.

!

!



FREELOOK PERIOD
Another major product feature is the freelook 
period. This is the period in which a client can 
return their annuity contract for a full refund 
of the premium amount. The freelook period 
is regulated by state insurance laws, so each 
carrier’s MCA contract contains this clause. 
While it is not a concern in most states, some 
states consider the annuity to be “revocable” 
during the freelook period, meaning the 
freelook period must expire before the client 
is considered eligible for Medicaid. This has a 
significant effect on the timing of the annuity 
purchase and the Medicaid application.

Most (but not all) of our carriers offer short, 
10-day freelook periods. Beyond that, one 
of our exclusive carriers offers an option to 
completely waive the freelook period in several
states. Plus, this carrier will provide supporting
evidence to the caseworker should the waiver
be questioned. Once again, our exclusive carrier 
options provide you the flexibility needed to 
help your client. In this case, it is the ability to 
effectively eliminate the freelook period and
expedite your client’s Medicaid eligibility.

KEY POINT:  
We offer the ability to waive the 
freelook period in several states.

PROCESSING FEES
When purchasing a short-term annuity, 
the client typically pays a processing fee, 
since short-term annuities do not produce 
commissions to the agent or provider. Plus, 
carriers that offer short-term annuities 
often charge their own fee to the provider 
for securing the product. When purchasing 
a SPIA, the insurance carrier accepts a lump 
sum premium and immediately begins paying 
income to the owner. Since they are paying 
back the investment to the client in such a 
short time, they are unable to profit from the 
transaction.

!

Processing fees set by the carrier affect the 
processing fees set by the provider (in this case, 
our office or any other short-term annuity 
agent or provider). If your client is concerned 
about paying a large processing fee, you may 
want to consider using a carrier with a lower 
fee or altering the annuity term to one where 
they pay no fee at all (if appropriate). In short, 
you and your client have the ability to shop for 
the carrier and annuity structure that is most 
favorable for their situation.

!

KEY POINT:  
Processing fees vary by case, insurance 

carrier, and annuity provider.

OTHER CONSIDERATIONS
Processing Time:  When it comes to timing, 
every carrier is different. The processing time 
for your client’s MCA contract can range from 
one to four weeks. Plus, the timing could 
be even longer if you are working with tax-
qualified funds or conducting a Section 1035 
Exchange. Be sure to understand the timing 
expectations prior to proceeding with the 
annuity purchase.

Interest Rate: Interest rates on SPIAs are always 
small—typically less than 1%. However, since 
each carrier is different, your client may want 
to obtain multiple quotes, especially if they are 
concerned about receiving the best interest rate 
on their contract.

Funding Method: While most MCAs are funded 
with a check, some clients prefer to pay the 
MCA premium amount via wire transfer, 
especially if they are under a time crunch at 
the end of the month. However, not all carriers 
accept electronic funds. 

Although an MCA is an insurance product, it is 
first and foremost a legal tool. Choosing a carrier 
based on how it affects the outcome of your 
client’s Medicaid eligibility is crucial.



E X P L O R I N G  U N I Q U E

CARRIER ATTRIBUTES

Beyond specific product features, understanding 
more about each carrier’s company attributes is 
also helpful in choosing the best carrier for your 
client’s case. Experience with Medicaid planning, 
product support, and customer service are 
important considerations, to name a few. 

INDUSTRY KNOWLEDGE AND 
EXPERIENCE
Product focus, knowledge, and experience are 
key. Many larger carriers that offer MCAs also 
offer a diverse product line, including various 
types of annuities, life insurance, and long-term 
care insurance policies. While these companies 
may be more recognized on a national scale, 
it does not mean they are experts in Medicaid 
planning. Our exclusive carriers tend to be 
smaller companies that specialize solely in 
products related to the elder law field, meaning 
clients have an extra layer of expertise assisting 
them through the MCA process. In fact, one of 
our exclusive carriers has been focusing almost 
exclusively on annuities for Medicaid planning 
for over 20 years.

PRODUCT SUPPORT
In addition to being knowledgeable about 
the product, carriers that are familiar with 
MCAs and the elder law industry are also best 
equipped to provide the product support you 
and your clients need. One major piece of this 
is help in the face of a Medicaid denial. Our 
close relationships with our exclusive carriers 
have helped our clients get the support they 
need to confirm the contract provisions and 
the annuity’s compliance in a timely manner. 
In some cases, our carriers have even testified 
in fair hearings to help clients get the benefits 
they deserve.

Beyond denials, carriers that specialize in 
MCAs are also better able to assist in the case 

of a death claim wherein the state Medicaid 
agency is the beneficiary. Their experience 
with these agencies and the unique beneficiary 
circumstances allows for a smoother transition 
while the client’s family has more important 
matters to address after their loved one passes.

CUSTOMER SERVICE
Quality customer service should always 
be top of mind for you and your clients. 
Carriers that place a heavy priority on their 
MCAs also understand the importance of 
timely responses, quick processing times, 
and helping your clients in any way they can. 
When a client calls our exclusive carriers, 
they are likely speaking to the same people 
that processed their annuity application. 
When a client contacts a larger company that 
deals with a wide range of products, they will 
likely be routed to a generic customer service 
representative that is unfamiliar with the 
unique nature of an MCA.



W H AT  D O E S  T H I S  M E A N

FOR MY CLIENTS?

At Krause Financial Services, Medicaid Compliant 
Annuities are the heart of our business. We work 
with several MCA carriers across the country, and 
we stand by each one as trustworthy and reliable.  
Although some of our carriers are smaller 
companies with fewer product offerings, many of 
them have been in business for decades, and they 
have always been able to follow through on their 
obligations. At the end of the day, MCAs are not 
available through every insurance company, and 
we only work with the best carriers to offer this 
innovative planning tool to you and your clients.

The purpose of this guide is not to say certain 
insurance carriers are better than others, but 
rather to identify the factors that vary among 
different carriers and explain how those factors 
can impact your client’s case. We hope this 
information acts as a roadmap in determining 
what you and your client deem to be most 
important throughout the MCA planning 
process. With so many aspects to keep straight, we 
understand it can be a daunting task, but do not 
worry. That’s what we are here for.

Our priority is not just to help your clients 
qualify for Medicaid benefits—it is also to 
achieve the best possible result given their 
circumstances. Creating an MCA strategy is not a 
one-size-fits-all plan, and neither is choosing an 
MCA carrier. We strive to always provide the best 
recommendation based on our vast experience, 
but if you have questions regarding alternative 
carriers and which product attributes should be 
considered, we are here to help. 

Let us find the best solution for your clients. 
Contact us today to learn more.

QUESTIONS TO ASK  
WHEN CHOOSING AN 

MCA CARRIER:

What’s the anticipated 
annuity term?

1.

What’s the anticipated 
premium amount?

2.

Does the premium consist of 
non-qualified or tax-qualified 
funds?

3.

Is the freelook period an 
issue in my state?

4.

What are the most beneficial 
contract dates for my client?

5.

How quickly do I need the 
contract back?

6.
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