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To qualify for Medicaid in Wisconsin, an individual can have only $2,000 or less in “countable” 
assets. Certain life insurance policies are considered “countable” assets. Others are “exempt” and 
will not affect the Medicaid application. Understanding the type of life insurance policy you own 
and its value, both during your lifetime and when you die, will help you best arrange your assets for 
Medicaid qualification. 
 

Type of Policy 
 
 

Term Life 
 

The premium for a term life policy pays for insurance only for a certain period of time. Whether 
you pay monthly or annually, the policy only pays out if you die within the term. If you stop paying, 
the insurance ends. There is no accumulated cash value. Therefore, term insurance is not a 
“countable” asset for Medicaid purposes. There are three common ways that people acquire term 
insurance: 
 
 You may have purchased term insurance for yourself either paying by check when the bill 

arrives or on a monthly basis with direct withdrawal from your bank account or your 
pension check. 

 
 The company you worked for may provide you with a term policy or “death benefit” as a 

part of your retirement package. 
 
 Banks, auto clubs, social organizations or other groups may provide term insurance as a 

benefit of membership. These policies are most often “accidental death” policies that pay 
nothing unless you die from an “accident” as defined by the policy. 

 
 

mailto:tpc@execpc.com
http://www.tpclaw.com/


Whole Life 
 

Whole life policies combine both a death benefit and a savings benefit. A part of each premium you 
pay goes to accumulate a “cash value”. When the cash value reaches a certain level the policy is 
said to be “paid up”. At that point, the accumulated cash value and the interest it earns are sufficient 
to pay the premiums so you don’t have to. You may also choose to “cash in” the policy or take a 
loan against it. Doing so will eliminate or reduce the amount that your beneficiaries would receive 
at your death. To the extent that the Medicaid applicant can cash in the policy, it is considered a 
“countable asset”.  
 
Thus, a whole life policy will have a “face value”- the original amount of the policy’s death benefit, 
a “cash value”- the amount accumulated in the “savings” portion of the policy and a “death value”- 
the face value plus accumulated cash. The death value is the amount the policy will pay out when 
you die. The cash value is what the insurance company would pay if you cancelled the policy today. 
 
 

What Does Medicaid Consider “Countable”? 
 

 Term life insurance cannot be cashed out and thus has no value that is “countable”. 
 

 A Medicaid applicant may own one or more small whole life policies. The total combined 
face value(s) of $1,500 or less is considered “exempt” and will not affect the Medicaid 
application regardless of the cash value. 

 
 With the exception of the “exempt” policy(ies), the cash value of any whole life policy is 

countable. Thus, a policy with a face value of $5,000 and a cash value of $3,500 would 
disqualify an applicant from receiving Medicaid since the cash value is more than $2,000 
maximum limit. 

What to Do? 
 

In order to qualify for Medicaid, the applicant must reduce his countable assets to $2,000 or below. 
There are a number of ways to deal with the “countable” value of whole life insurance. 

 
1. Cash in the Policy:  You can request that the insurance company send you the cash value of 

the policy. When the check arrives, spend down excess assets. This will eliminate the death 
benefit and cancel the policy. 

 
2. Take a loan against the policy:  This will reduce both the cash value and the death value, but 

will keep the policy in effect. You will need to continue paying premiums to keep the policy 
in effect. This may increase the cash value in the future which may disqualify you from 
Medicaid. Thus, you will need to monitor each year the increase in cash value and see 
Attorney Tim Crawford if your countable assets get near $2,000. 

 
3. Transfer ownership of the policy to someone else:    

 

 Spouse - Married applicants can transfer ownership to a community spouse. The cash 
value would then be part of the community spouse’s resource allowance.  

 

 Funeral Home - The applicant can transfer ownership to a funeral home to pay for an 
irrevocable burial plan which is an exempt asset. 

 

 



Change the Beneficiary 
 

Whether the life insurance policy is countable or exempt, whether it now belongs to the Medicaid 
applicant or someone else, consider changing the beneficiaries of the policies. Policies with no 
living beneficiary named may be payable to the Medicaid Applicant’s estate and subject to 
Medicaid Recovery and thus, the death benefit check would end up going to the state of Wisconsin 
to pay back the government loan that was given to you to pay your nursing home care costs. A new 
owner of the policy will most probably want to name himself or herself as beneficiary. The 
applicant’s spouse should also change the beneficiary on his or her own life insurance policies to 
name someone other than the Medicaid applicant, since any death benefits the applicant would 
receive would be countable. 
 
The handling of life insurance policies is just one facet of Medicaid qualification. Consult with 
Attorney Tim Crawford to design and implement a personalized comprehensive plan for Medicaid 
qualification. 

 
 “Those Who Plan Ahead Win.  

Those Who Don’t Plan Ahead Lose.” 
 

This article is for informational purpose only and is not intended as legal advice. It is recommended that you call 
Timothy P. Crawford for a free conference to discuss your situation in more detail. Attorney Crawford can be reached at 
1-262-634-6659. Please refer to this article when you call. 

 
*Attorney Timothy P. Crawford is a Nationally Board Certified Elder Law Attorney (CELA). He has been Board 
Certified by the National Elder Law Foundation which has been approved as the Sole Certifying Organization for Elder 
Law Attorneys by the American Bar Association. 
  
**Timothy P. Crawford was invited to join the Council of Advanced Practitioners (CAP) of the National Academy of 
Elder Law Attorneys (NAELA) in August of 2005. CAP is a small group of premier elder law attorneys, all of whom 
have been members of NAELA for at least 10 years, are certified as elder law attorneys by the National Elder Law 
Foundation, and are AV rated by Martindale Hubbell, a service that provides an independent rating of the quality of 
attorneys, as one of the top attorneys in the nation. 
 
Attorney Timothy P. Crawford has been selected as a Fellow of NAELA. Fellow is the highest honor bestowed by the 
Academy. Selection as a Fellow signifies that his peers recognize the lawyer as a model for others and as an exceptional 
lawyer and leader. 
 
Attorney Timothy P. Crawford has a superb rating of 10 out of 10 with A V V O.  
 
A V V O has awarded to Attorney Timothy P. Crawford the A V V O Client’s Choice Award. 
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"Helping Families in Wisconsin for Over 40 Years 
to Protect Their Assets from Nursing Home Care Cost” 

  
“A majority of text has come from an article prepared by Attorney Marta J. Williger, friend of Attorney Timothy P. 
Crawford, is used here with permission.” 
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