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The Long View on Long-Term Care

With Americans living longer than ever before, more and more of us are

confronted with the possibility that we will outlive our money.

Decreasing income from work, increasing medical costs and the

likelihood of additional expenses for in-home health care or nursing

home care only add to the problem. For the past forty years, Medicare

and Medicaid have picked up much of the slack. Changes to the tax laws

over the past few years will now prevent many families from relying on

this safety net.

The Deficit Reduction Act of 2005 (DRA)
contains a number of provisions that are only
now coming to light. Perhaps the most
significant for families with aging members
concern changes to federal Medicaid rules.
Combined with other proposed changes to
these rules, many people will find it difficult to
apply for and receive Medicaid assistance.

Here’s a summary of the most significant
changes currently on the horizon:

DECREASE IN NON-EXEMPT
ASSETS

Under the new rules, Medicaid applicants must
now spend down their non-exempt assets to
$4,150 prior to even applying for the program.
For most individuals, this is at best a couple of
months’ worth of living expenses.

DECREASED EXEMPTION FOR
PERSONAL RESIDENCES

The former rules exempted personal
residences from consideration as an asset, by
Medicaid regardless of value. Proposed new

rules will limit the exemption to home values

of up to $750,000; any value above that will no
longer be considered exempt, and must be
disposed of under the spend-down rules. This
means that, without proper planning, many
people will be forced to sell their homes or
take out reverse mortgages in order to pay
their medical bills.

Exemptions may be available under the
proposed rules for individuals whose spouse
or children under the age of 21 are living in
the home. In this event, though, estate
recovery provisions may apply.

INCREASED LOOK-BACK PERIOD
In order to retain some assets, such as homes,
many families adopted a strategy of
transferring the assets from the aging person
to a younger family member. This strategy
hastened the person’s eligibility for Medicaid
without threatening the asset.

Under the prior law, the look-back period was
36 months, measured by the time that asset
was transferred. This meant that families
needed to see only three years into the future,
when planning. Even if an aging family






