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ALERT:  NEW MEDICAID ELIGIBILITY RULES PART II

By 

Wayne W. Wilson

 

The Law and You article last month focused on the new Medicaid rules that went into effect in Wisconsin on February 1, 2008. Medicaid, which is also known as Medical Assistance, pays for nursing home care when the patient has no other resources. One of the major changes in the new law is the look back period. Last month we discussed that the look back period expanded from 36 months to 60 months. This month we will look at how the penalty period is calculated and the potential impact this can have on you and your family. 

 

The penalty is calculated by dividing the value of the assets transferred by a devisor which is approximately $5,000. Let us assume that a Medicaid applicant has $50,000 in a savings account. So as not to have to utilize this money to pay for nursing home care, the applicant gives the $50,000 to his children, which results in a 10-month penalty period, causing the parent to be ineligible to receive Medicaid benefits for 10 months following the date of transfer. In a situation where a person’s health is deteriorating but nursing home care is not yet required, a considerable amount of assets could be transferred prior to entering the nursing home, and the penalty period could be served before making application.   

 

Under the new law, the penalty period is calculated in the same manner, but the penalty period is not served until the applicant qualifies for Medicaid, meaning that the applicant’s assets are below $2,000 of non-exempt property. Now the applicant discovers that he will not be eligible for Medicaid benefits for 10 months after application.

 

To say this a different way, the Medicaid applicant under the old law could give away $50,000 at least ten months before going into a nursing home, and the applicant would immediately qualify to receive Medicaid benefits upon admission. Under the new law, if the same applicant gives away $50,000 ten months before going into the nursing home, the penalty period does not start until the Medicaid application is made, and the applicant will not qualify for Medicaid benefits during the first ten months of nursing home care.

 

Because of the expanded look back period and the new rules as to when the penalty is served, it will be much more difficult for those going into a nursing home to give away assets.   For those without sufficient assets or income to pay for nursing home care or for those who do not have long-term care insurance, planning more than 5 years in advance of when nursing home care may become necessary is critical, if preservation of assets is desired. Giving away assets to children can be very dangerous, because the parent never knows that the children will have the property when the parent needs it back. The child may lose or spend the money, be involved in bankruptcies, lawsuits, or divorces, or die before the parent. Because of the need for the parent to maintain control, a special Medicaid Income Trust may be very useful in helping plan for future nursing home care. 

 

Next month’s article will focus on how a Medicaid Income Trust can be effectively used as a planning solution.
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