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A.
GENERAL MEDICAID RULES.       
1.
Asset eligibility.

-
Single $1,500.

-
Married $19,908 to $99,540.
2.
Exempt Assets.

-
House (for married couple only).

-
Household goods.

-
Car.

-
Irrevocable Funeral Contracts.

3.
Gifts/Transfers of Assets.

-
A gift/transfer occurs anytime anything of value moves from the Medicaid applicant/spouse to anyone else without receiving equal value in return.

-
A child’s withdrawal from Moms joint account is considered a gift by Mom.

-
A sale of a $100,000 house for $10,000 is a sale of $10,000 and a gift of $90,000.


-
Three-year look back period.  Under the new law, five-year look back period.   

-
Medicaid penalizes gifts made within three (or five under the new law) years of the Medicaid application.

-
Improper transfer penalty period (value of gift ( $4,806.

-
State currently rounds down.  Under the new law, the state will apply partial penalties.
-
Medicaid penalizes gifts made within three years of the Medicaid application for a number of months from the date of the gift.  Under the new law, the penalty period will only begin when your money is gone and you apply for Medicaid. 
- 
Penalty period can be unlimited.
B.
NEW FEDERAL  MEDICAID RULES.

1.
New rules.  For gifts made (on?) or after February 8, 2006:  The Deficit Reduction Act expands the look back, from 3 to 5 years and starts the ineligibility period for gifts at the time of application and eligibility apart from the transfer.

2.
Example of what this will mean: You gift your grandchild $20,000 (for schooling, a car, a down payment, etc.).  Two years later, you have to go to a nursing home.  You spend your entire life savings of $100,000 paying the bills (over two years), and then you apply for Medicaid.  (Four years after the gift).  At that time, the State says you can’t get Medicaid for four to five months because of the gift you made.  But your money is gone!!  Either your children pay, or you’re out on the street!

C.
COMMON REAL-LIFE PROBLEMS ...... AND SOLUTIONS(OLD AND NEW LAW!

1.
The story of Sally: Old Law.

- 
Sally had life savings of $100,000 and wanted to protect at least part of it for her daughter.  She entered a nursing home in December, 2005.

-
On January 15, 2006, Sally gave away $60,000 to her daughter, making her ineligible for Medicaid for 12 months (January 2006 - December 2006).

- 
For the months in the nursing home, Sally paid for the nursing home herself, using her Social Security and the $40,000 she kept.

- 
Come January of 2007, Sally will qualify for Medicaid.

- 
Sally’s daughter will wind up with the gifted $60,000!

1A.
The story of Sally: New Law.

- 
Under the new law, here’s what will happen to Sally.

-
On February 15, 2006, Sally gives away $60,000 to her daughter, making her ineligible for Medicaid for about 12-1/2 months.  These months would not start at the time of the gift.

- 
For the months in the nursing home, Sally would have paid for the nursing home herself, using her Social Security and the $40,000 she kept.

- 
Come March of 2007, Sally would have been out of money and applied for Medicaid.  At the time of application, the 12-month penalty period would apply, and Sally would not be eligible for Medicaid for 12 MORE MONTHS!

- 
The nursing home will not keep Sally without payment, and Sally’s daughter will have to use the gifted money to pay for the care.  Otherwise Sally will end up on the street! 

-
Sally’s daughter will wind up with almost nothing!

2.
The Story of Marsha and Herb: Old Law.

- 
Marsha and Herb gave their life savings of $400,000 to their kids on July 15, 2005.  

- 
They were both fine, at home, until December 2007.  Then Herb suffered a stroke and went to the nursing home.

- 
Marsha admitted him, but waited until August of 2008 to apply for Medicaid benefits for Herb.

- 
Her Medicaid application was approved because the gift was outside of the three-year look back period.  

2A.
The Story of Marsha and Herb:  New Law.
- 
Marsha and Herb gave their life savings of $400,000 to their kids on July 15, 2006.  

- 
They were both fine, at home, until December 2008.  Then Herb suffered a stroke and went to the nursing home.

- 
Marsha admitted him, and still waited until August of 2009 to apply for Medicaid benefits for Herb.  She could not afford to pay any more nursing home bills.

- 
Her Medicaid application was denied because the gift was found within the 5 YEAR LOOK BACK and Herb was rendered ineligible for Medicaid benefits for 84  ($400,000 divided by $4,806) MORE months (even though 36 months had already passed).  There is no way to undo the period, either.

- 
If they had waited to apply for Medicaid until August 2011, they would have qualified for Medicaid.  But that is a very long time to wait.    

D.
POTENTIAL NEW PLANNING STRATEGIES.

1.
Care and Rent Contracts.
George has cash of $100,000.  He’s home, with his daughters help.  Sue drives him to doctor appointments, buys his food and other needs, cooks his meals, cleans the house, etc.  And now she stays with him much of the day, so that he won’t harm himself.  George signs a detailed care giver agreement paying Sue $3,000/month for her services.  The longer this arrangement keeps George home, the more of his savings is protected.

2.
Immediate Annuity Planning.
George has $100,000 and is entering a nursing home.  He purchases a $50,000 immediate annuity paying him $4,200/month for 12 months.  He gifts $50,000 to his daughter Sue, and he applies for Medicaid.  At that point, he is ineligible for Medicaid for about 10-1/2 months.  During that time he uses his Social Security and annuity income to pay toward the nursing home.  After 10-1/2 months, he can reapply for Medicaid.

Note: There are strict new rules for annuities!

3.
Gifting and Promissory Note
George has $100,000.  He gifts $50,000 to his children.  He then lends the balance of the money, $50,000, to one or more of his children.  The debt is evidenced by a special promissory note and even a mortgage!  At that point, he applies for Medicaid.  He will be ineligible for Medicaid for about 10-1/2 months.  During that time, he uses his Social Security and the loan payment to pay toward the nursing home.  After 10-1/2 months he can reapply for Medicaid.  

Note:  There are also strict new rules for the promissory notes.

4.
Multiple Gifts and Partial Returns.
George has $100,000.  He gifts $20,000 each to his five children/grandchildren.  If he is able to stay home for five years, the gifts are protected.  If he goes to a nursing home within five years, he applies for Medicaid and is ruled ineligible for about 21 months. Then three of his kids return their gifts, reducing the penalty to about 8-1/3 months.  He spends the $60,000 on the nursing home, then reapplies for Medicaid in 8-1/3 months.  This method is more unclear, but may work.

This seminar is intended to provide general and practical information to assist the public in understanding their options to help them make an informed decision as to how best protect their assets and loved ones.  Legal advice should only be given when the lawyer and client have an opportunity to explore fully the factual circumstances related to the client's situation and the legal options, as explained by the lawyer to the client.
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