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Depending on your income and the value of your property, you may 
have to “spend down” some of your assets before you can qualify. 

 

It is not uncommon for people to apply for Medicaid and learn that they 

have too many assets to qualify.  Medicaid is a “needs-based” government 

program, which means your assets must be below a certain limit in order to 

be eligible for benefits.  Federal Medicaid laws have set the threshold asset 

limits.  Depending on your income and the value of your property, you may 

have to “spend down” some of your assets before you can qualify.  But, you 

must do so carefully or you may delay your receipt of the benefits. 

 
WHAT DOES IT MEAN TO “SPEND DOWN” 

YOUR ASSETS? 
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Spending down your assets is simply the process of reducing the value of 

your assets in order to qualify for Medicaid benefits.  A common 

misconception is that the only way to accomplish this is to spend those 

assets on the applicant’s medical care.  This is not the case, however.  There 

are quite a few different expenditures that can sufficiently reduce the value 

of the applicant’s assets. 

ARE THERE ASSETS THAT ARE NOT COUNTED 

BY MEDICAID? 

Yes, there are a number of “non-countable assets” that do not need to be 

spent or sold in order to qualify for Medicaid.  Your principal residence, 

personal property and household goods and furnishings are not counted.  

Neither is your car.  Prepaid funeral and burial policies are generally not 
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counted.  Also, a limited amount of cash is excluded ($2,000 for an 

individual and $3,000 for a couple).  There are other types of assets that 

may not be counted.  However, the determination as to what is exempt is 

made on a case-by-case basis.  Each state has its own Medicaid program, 

and its own qualifications. 

 

CERTAIN EXPENSES ARE PERMITTED TO BE 

PAID 

First, remember that each state has different rules, so it is best to consult a 

Medicaid planning attorney in your state before you attempt any of these 

spend-down methods.  Following are a few examples of expenses that you 

can pay in order to spend down your assets. 

 Legitimate Debts – Legitimate debts that the applicant or the 

applicant’s spouse is obligated to pay, such as credit cards, mortgage 

payments, medical bills, rent, utilities, and taxes.  This includes 

partial payments and pre-payment of debts, in some cases.  However, 

prepayment for a service that has not been performed is considered a 

gift and can result in a period of Medicaid ineligibility. 

 Purchasing non-countable assets – You can make payments to buy a 

new home or car, as long as it meets the requirements for being 

considered exempt.  This may also apply to purchasing household 

goods and furnishings, which would normally be non-countable. 

 Expenses related to non-countable assets – If expenses are incurred 

for maintaining or improving a non-countable asset, such as your 
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home or vehicle, those payments can be made.  For instance, 

plumbing repairs, home improvement projects and additions to your 

home are all allowable expenses for an exempt home. 

 Annuities – Spending a lump sum of money on an annuity for your 

spouse, guaranteeing a fixed income for a set period, is a great way to 

spend down assets for married couples.  Your spouse’s income is not 

counted toward your Medicaid eligibility.  The annuity must be 

nontransferable and your state’s Medicaid agency must be the 

primary beneficiary after your spouse’s death.  

Creating a caregiver agreement – Most states allow Medicaid applicants to 

pay for caregiver services, particularly when those services help the 

applicant remain at home and out of a more expensive nursing facility. This 

may apply even when the caregiver is a child or sibling.  Remember, that 

prepayment for future caregiver services is not allowed. 

 
WHAT HAPPENS IF I SPEND DOWN THE 

WRONG WAY? 
 

A federal law known as the Deficit Reduction Act, passed in 2005, requires 

each state’s Medicaid agency to impose a period of ineligibility on anyone 

who gave away their assets within five years of their application for 

Medicaid.  An “asset transfer” includes gifts as well as charitable donations, 

the sale of any assets for less than fair market value and forgiving a debt 

owed to you. The five-year “look back” period beings when you first apply 

for Medicaid.  The length of time you remain ineligible depends on the 
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value of property you transferred.  Typically, Medicaid will divide the value 

of the assets you transferred by the average monthly cost of nursing home 

care in your area.  So, if you transferred a house to your son that was worth 

$100,000, for example, and the average cost of nursing home care in your 

area is $5,100 a month, then your penalty period would be 19 months and 

18 days.  If you consult with a Medicaid planning attorney in your area, you 

can avoid these penalties by properly spending down your assets. 

If you have questions regarding Medicaid eligibility, or any other Medicaid 

planning issues, please contact the Deborah Sexton Law Office online or by 

calling us at (479) 443-0062. 

 

http://www.arkansas-estateplanning.com/contact-us/
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As the sole attorney in the Fayetteville law firm of 

Deborah Sexton Law Office, Deb oversees a 

practice devoted to providing clients with the best 

in estate planning. 

 

Deborah Sexton, C.P.A., J.D., L.L.M., combines 

an extensive background in accounting with a 

wide range of legal experience to provide her 

clients with a uniquely practical perspective. An 

attorney since 1983, she now devotes her practice 

primarily to estate planning and elder law. 

 

EXPERIENCE 

After obtaining her undergraduate degree in accounting from Abilene 

Christian University in Abilene, Texas, she worked in Dallas in public 

accounting for several years, and then went to the University of Arkansas 

Law School in Fayetteville. Upon graduating from law school, she went on 

to obtain an L.L.M. degree in Taxation from New York University. 
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