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MEDICAID ELIGIBILITY RULES CHANGED ON FEBRUARY 1, 2008
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             Medicaid is the government program that pays for nursing home care and other medical needs based upon the financial needs of the applicant. It is distinct from Medicare which is an entitlement program rather than a need based program. Medicare does not pay for long-term nursing home care. In order to quality for Medicaid, an individual is limited to $2,000 of cash or other assets, in addition to any exempt or non-countable assets. 

 

It has become very common for individuals who are facing the necessity of nursing home care to give away or divest themselves of their assets in order to qualify for the government programs. Due to the rising costs of nursing home care, as well as the increase in the number of patients qualifying for Medicaid, the state and federal governments have passed new laws that will make it significantly more difficult for a person to qualify for Medicaid if assets have been vested. These laws became effective in Wisconsin on February 1, 2008.

 

            A Medicaid applicant’s home continues to be an exempt asset, although the state can put a lien against the home to obtain reimbursement for payments made under the Medicaid program. Formerly, the value of the home was unlimited, but there is now a limit. The new law further restricts the use of annuities, introduces the “income-first” rule, and places restrictions on the use of self-cancelling installment notes and other loan type transactions. While all of these restrictions have an impact on eligibility, without question, the most significant changes affect the look-back period and the penalty period.

 

            Under the old law, the look-back period was 36 months, while the new period is 60 months. When applying for Medicaid, the applicant is asked whether any divestments (transfer of assets for which no value was received) were made within the last five years. A divestment can be a gift to a child or other person, the payment of a debt or other obligation on behalf of another person, contributions to charities, or any other expenditure for which inadequate consideration was received in return. If the applicant acknowledges that transfers were made, then a calculation needs to be made to determine whether there is a penalty period. The Medicaid caseworker will determine the amount of divested assets. Wisconsin utilizes a divisor which is approximately $5,000, and the amount divested is divided by the divisor to determine the number of months for which a penalty must be served.

 

            For example, if within the last five years a Medicaid applicant transferred a home worth $150,000 to his children for which fair market value was not paid, a divestment occurred within the penalty period. The amount divested ($150,000) is divided by the divisor ($5,000) with the result that there is a 30 month penalty period. The new law makes sweeping changes as to when the penalty is served.

 

            Next month’s article will explore the changes as to when the penalty period is served and some planning solutions for those who do not have sufficient income, assets, or insurance to pay for long-term care needs.
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