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OPTIONS FOR FUNDING LONG-TERM CARE

People are living longer and having fewer children.  For the first time in history, it will soon be the case that older people will outnumber children under age 5.  The number of Baby Boomers in America is estimated to be 78.2 million.  The first Baby Boomers will be turning 65 in 2011.  By 2020, the over-65 population is expected to double.

· Approximately 70% of individuals over age 65 will require some type of long-term care services during their lifetime.

You need to ask yourself, 

“If my spouse or I became seriously ill and needed Home Health Care, Assisted Living or Skilled Nursing Care, how would we pay for that care?”
· In New York State, the cost for full-time care (12-hours per day) by a home health aide is $273 per day or $99,689 per year.

· In New York State, the average cost of nursing home care ranges from approximately $295 per day to $303 per day.

· In New York State, persons who are uninsured are subject to a 6% surcharge (tax) on their cost of care.  This surcharge applies to the cost of skilled nursing care which is privately paid.

A. What is Long-Term Care?

Long-term care refers to a broad range of supportive medical, personal and social services needed by people who are unable to meet their basic living needs for an extended period of time be​cause of an accident, illness, or frailty. Long-term care involves receiving the assistance of another person(s) to perform the essen​tial activities of daily living (ADL) when these tasks can no longer be performed independently. The ADLs include eating, toileting, transferring, bathing, dressing and maintaining continence. Severe cognitive impairment may require long-term care services.  Long-term care means not only care in a nursing home; it can also mean nursing care in your own home.

There are many different services that would fall under the definition of long-term care. These services include institutional care, i.e., nursing facilities, or non-institutional care such as home health care, personal care, adult day care, long-term home health care, respite care and hospice care.
B. Isn't long-term care covered by Medicare or other health insurance?

Medicare does NOT pay for most long-term care services.  Medicare does not pay for custodial care when that is the only kind of care needed. On average, Medicare pays for only 23 days of care, although a longer stay is often needed and must be paid for by alternate means.  
In order to obtain Medicare coverage of a skilled nursing facility stay, the following five conditions must be met:

· Your condition must require daily skilled care which, as a practical matter, can only be provided in a skilled nursing facility on an inpatient basis. 

· You must have been in a hospital at least three days in a row (not counting the day of discharge) before you are admitted to a certified skilled nursing facility. 

· You must be admitted to the facility within a short time (generally within 30 days) after you leave the hospital. 

· You must have received treatment in a hospital for the condition for which you are receiving skilled nursing care. 

· You must receive certification from a medical professional that you need skilled nursing care or skilled rehabilitation services on a daily basis. 

If the skilled nursing facility stay continuously meets all of the above conditions, Medicare will provide benefits for up to 100 days of skilled care in a skilled nursing facility during a benefit period. In 2008, for the first twenty days of care, all covered services are fully paid by Medicare. For the next 80 days of care, Medicare requires a co-payment (the amount you must pay) of up to $128 per day.
If you need skilled health care in your home for the treatment of an illness or injury, Medicare can pay for home health services furnished by a home health agency. You do not need a prior hospital stay to qualify for home health care. Medicare pays for home health visits only if all of the following four conditions are met:

· The care you need includes intermittent skilled nursing care, physical therapy, or speech language pathology. 

· You are confined to your home. 

· You are under the care of a physician who determines you need home health care and sets up a plan for you to receive care at home. 

· The home health agency providing services participates in Medicare. 
Once all four of these conditions are met, Medicare will pay for covered services as long as they are medically reasonable and necessary. Coverage is provided for the services of skilled nurses, home health aides, medical social workers and different kinds of therapists. The services may be provided either on a part-time or intermittent basis, not full-time.

Medicare pays the full cost of medically necessary home health visits by a Medicare-approved home health agency. You do not have to pay a deductible or coinsurance for services; however, if you need durable medical equipment, you are responsible for a 20% coinsurance payment for the equipment.

Medicare will NOT pay for full-time nursing care at home, drugs, meals delivered to your home and homemaker services that are primarily to assist you in meeting personal care or housekeeping needs.
C. How Likely Are You to Need Long-Term Care?

Americans live twice as long as they did a century ago. As we age, the greater become our chances of needing long-term care. The average nursing home stay is 2.5 years, with one in five people staying more than five years.
D.  Costs of Care and Funding Sources.
The 2006 national average private pay cost of care in a nursing home was about $75,000 private or $67,000 semi-private.  New York costs are higher, more typically averaging over $100,000.  Assisted living rates averaged $35,600, with significant variation bases on region, services and type of accommodation.

· Savings and Investments: A savings or investment plan may help pay for long-term care services. A retirement plan such as an IRA or 401K plan may also be available to you.
· Life Insurance: A life insurance policy may offer the opportunity for a loan or withdrawal of the cash value. In addition, a person who is terminally ill may arrange for an accelerated cash lump sum death benefit from his life insurance company or for a cash lump sum (called a viatical settlement) from an outside firm. (Note: not all life insurance companies offer an accelerated death benefit option). These cash lump sum benefits are paid in lieu of the policy’s death benefit.

· Equity in Your Home: If you have built up equity in your home, you could use the profit from the sale of your home to fund long-term care costs and move to less expensive accommodations. 
· Other Housing: You may choose to move to Senior Supported Apartments or buy into a Continuing Care Retirement Community where the cost includes access to care services.  
· Long-Term Care Insurance:  Long-Term Care Insurance is typically purchased separately from other types of health insurance.  Medical records are examined and a physical and mental examination will likely be required.  The cost of insurance increases with age and various medical factors.

· Medicaid:  A joint Federal and State-funded program, which is administered by the County of residence.  This program is based upon financial eligibility.
E. Medicaid Eligibility for Long-Term Care

For the “Applicant” (ill person)

Resource Allowance

· $13,050 Total Available Assets

· Prepaid Funeral Expenses

· $1,500 Life Insurance (face value)

Income Allowance
· $50 per month
For the “Community Spouse” (healthy spouse of an Applicant)

Community Spouse Resource Allowance

· Minimum $74,820, Maximum $104,400 -- This figure does not include the Applicant’s Resource Allowance
· The family home, so long as the community spouse is living in it, and the equity value is less than $750,000
· A car
· Prepaid Burial Items
· $1,500 burial fund or life insurance (face value)
Income Allowance
· $2,610 per month ($31,320 per year) net health insurance premiums
F. Transferred Assets and Joint Accounts

Under Federal and State rules enacted February 8, 2006, Medicaid application and eligibility rules were tightened as follows:

· Upon application, the Applicant, and if married, his Community Spouse, must provide a full financial disclosure including all assets, deposits and withdrawals over the prior five years.  This rule is being phased in from the prior three year requirement.

· A penalty period will be assessed for all accumulated transfers, disqualifying the Applicant from receiving Medicaid Assistance (payment) until after the transfer penalty period.  The penalty period does not start until after the Medicaid Application is properly filed and would qualify for payment but for the transfers.

· Change in rules regarding Annuities

· Home Equity in excess of $750,000 is now an “available asset”

“What is a Penalty Period?”

If one or more transfers occurred in the “look-back” period, the amount is aggregated, then divided by the average regional rate paid by the government for nursing care in that area.

Example:

$150,000 is transferred in June 2007 in Albany County where the regional rate is $7,431:

 
            
        $150,000 / $7,431 = 20.19 months

20.19 months is rounded up to 21 months

If sometime before July 2012, the Transferror goes into a Nursing Home, applies for Medicaid, and would be otherwise eligible for Medicaid, the transfer penalty will then disqualify the Transferror/Applicant from receiving benefits for another 21 months!

What about Adding Children’s Names to accounts or the deed?

· Joint bank accounts (checking, savings, cds, money markets) are presumed to belong to the Applicant – the joint name designation does not protect the account

· Stocks, bonds, and real estate are deemed to be available according to the percentage of ownership reflected in the account title.  Also, the transfer penalty will apply to the transferred portion if the transfer occurred within the five years prior to application

· “In Trust For” or “Pay on Death” designations do not protect the account as it is fully available to the owner.

What about Outright Gifting of assets?
· Complete Loss of Control

· No longer entitled to Income

· Loss of STAR and other property tax exemptions

· Gift tax return is required to be filed by Transferror and Recipient takes a “carry-over” basis

· Subject to the later-occurring events in the Recipient’s life:  divorce, lawsuit, judgments, bankruptcy, death
G. Long-Term Care Insurance
Because a detailed discussion shall be provided by other speakers, it intentionally omitted from this outline, notwithstanding the importance of Long-Term Care Insurance in prudent planning. 
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