Planning  to address the financial costs of long term medical care is a complex task.  It  should be undertaken with due care and professional assistance. There may be the need to consult with specialists, even  the need to consult with elder care attorneys. The laws in this area  are very clear  for the most part but are still open to interpretation by the Department  of  Human Services. This planning material is not intended to constitute any legal or accounting advice.

One  of  the best tools is to purchase quality long-term care insurance. The Health Care Portability Act of 1996 clarified that benefits from long-term care policies (including certain nursing home and accelerated death benefit riders on life insurance policies) would be tax free to the insured. The law also makes LTC premiums deductible as medical expenses on Schedule A for tax years beginning in 1997.

The use of single premium life products as a means of achieving some LTC coverage and other traditional life insurance benefits has mushroomed in the last couple of years. These products seem to address the client objection that LTC premiums are permanently lost whereas the SPL retains the assets.

This objection can also be addressed using a high performance LTC plan with a 10-pay feature. Once the policy is paid up, it is also immune to future rate increases. The 10 years’ premiums can be taken care of by using a simple split annuity. Thereby, allowing the client to continue to have access to funds and at the end of the term receive back their original investment and a paid up LTC plan.

When these are not options due to poor health or financial considerations, then other asset  protection strategies should  be considered. Even a cursory look at the planning tactics will soon lead one to  review Medicaid planning techniques.

Why become eligible for Medicaid?

1. If eventual eligibility is highly likely, delaying eligibility may have little effect other than to deplete the family's assets. The average time that  residents spend in a nursing  home  before becoming  eligible for Medicaid is only 14 months, and 70% of nursing home  residents are qualified for Medicaid.

2.  The "spousal impoverishment" protections can literally prevent many years of  poverty  for the  "well spouse." As will be demonstrated later, in most cases, the spouse at home  can keep all  the  couple's assets; and where assets are relatively low in value, that spouse can keep  all income  as well. The increased standard of living that may be available to the disabled spouse on a private-pay basis may be purchased at an unacceptable cost to the future well being of the other spouse, if Medicaid benefits are foregone.

Why not become eligible for Medicaid?

1. Better care may be available in a private-pay-only nursing facility. Although 94% of nursing facilities are Medicaid-certified, the 6% that are not certified include some of the  very best. A client who can afford to live in one of the better facilities may well  prefer to do so rather than try to preserve assets for other family members. Especially if there  is  no community spouse and if available resources are likely to be sufficient to "private pay" for  the clients' life expectancy.

2. More appropriate care may be available at home or in a personal care home. 

3.  Applying for Medicaid may be offensive to the client's values. Many people  see Medicaid as  a stigmatizing form of "welfare' and are very resistant to applying for it, even if it is  clear that they will probably be eligible eventually. Some nursing homes encourage these  sentiments (whether intentionally  or not) by having separate wings for the "Medicaid  beds," sometimes with lower quality floor coverings and other amenities.

4.  Medicaid  does not pay for "bed hold" if the client goes to a hospital temporarily.  If when the  client  is discharged from a temporary hospital stay, the nursing  home has  no available "Medicaid beds," the client may have to move to another home, which can be quite traumatic.(An alternative is for family members to pay for holding the bed, or alternatively,  for return​ing to the same home on a private pay basis until a Medicaid bed is again available.)
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