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How Medicaid Planning Can Help Almost Every Married Couple

Jim’s Alzheimer’s Has Gotten Much Worse. Jim is 80; his wife Ann is 77. Over the
past several years, Jim’s Alzheimer’s disease has gradually diminished his capacity.
Although 8 inches shorter and 75 lbs lighter than her husband, Ann has done her best
to care for him at home. She has given it her very best effort, but their children can
notice in Ann’s eyes that she is growing increasingly tired and weary. For the past
month, she has had the sniffles.

Within the past month, Jim’s Alzheimer’s has become much worse. He has become
frequently agitated, sleeps at odd hours - if at all, and has difficulty following even simple
instructions that Ann gives him. Other than his Alzheimer’s, Jim is as healthy as a
proverbial horse. Both of his parents lived into their 90’s.

Ann is finally prepared to say that Jim would probably be better off being cared for in a
nursing home. For their mother’s sake as well as their father’s, the children readily
agree that it’s the right thing, and it needs to be done right away.

Jim and Ann own the following assets that they “saved up” for retirement:

Their home, worth $100,000;

Jim’s IRA, worth $40,000;

A joint checking account with a $5,000 balance;

A joint money market account with a $23,500 balance;

Two jointly-owned CDs, worth $60,280 each;

Jim’s life insurance policy, with a $6,000 death benefit and a $5,000 cash value;
Ann’s life insurance policy, with a $7,500 death benefit and a $6,500 cash value.

Their only income is from Social Security. Jim gets $1,000 a month and Ann gets $700.
The $1,700 is about how much they spend in an average month. They have no debts.
The nursing home the children have chosen for Jim costs $140 per day, which figures
out to around $4,200 per month.

Fortunately, it has a few Medicaid beds immediately available. Jim’s prescriptions, even
with a Medicare Part D plan, cost them around $43,500 per year out-of-pocket. Jim and
© Vouga Elder Law, LLC

S:\0 Docs\1 Firm\Elder Law\Publications\Current Publications\Elder Law Update\NEEDS TO BE PUT ON WEBSITE THEN MOVED
BACK\HowMedicaidPlanningCanHelpAlmostEveryMarriedCouple.doc



Ann have typical “sweetheart” wills. When the first of them dies, everything will go to the
survivor, and when the second of them dies, everything will go to their children.

Let’s take a look at how legal Asset Protection planning, or a lack of planning, can impact
Jim and Ann’s outcome.

Jim and Ann’s Results Without Planning. Jim and Ann live in Missouri. Jim will only get
to keep one bank account with $999.99 or less. Ann will get to keep half of their
financial assets, or $109,560 worth. The other $109,560, including Jim’s IRA and his
life insurance policy, will have to be spent down to pay for Jim’s nursing home care and
prescriptions. It will take a little less than two years to go through the rest of the money.
Only then will Jim be eligible for Medicaid.

There is no guaranty that a Medicaid bed will still be available in two years at the
nursing home that Jim is in. If not, Ann will have to move Jim to another nursing home
or continue to pay for his care with Ann’s assets until a Medicaid bed is available.

Jim and Ann’s residence will then be at risk. It will not have to be sold as long as Ann
still lives there, but after Jim and Ann have passed, it will be subject to Medicaid “estate
recovery.” What that means is that the house will then have to be sold and the money
first goes to repay the Medicaid benefits paid by the State of Missouri for Jim’s care
during his lifetime. If Jim lives another two years after qualifying for Medicaid, chances
are that all or most of the proceeds of the sale will go to the State of Missouri.

If Ann dies before Jim (as overburdened caregiver spouses sometimes do), that will result
in an immediate and great problem. Jim will inherit everything from Ann, and all of the
financial assets he inherits above $999.99, will have to be spent down to pay for his care.
Jim will lose his Medicaid eligibility and have to apply again after the “spend down” to
$999.99. He probably will lose his Medicaid bed, and he will have to pay the nursing
home’s full daily rate by using his inheritance from Ann. The house will likely have to be
sold in which case the money from the sale would also have to be spent-down. If the
house isn’t sold, it will be subject to “estate recovery” when Jim dies.

Jim and Ann’s Results WITH Legal Asset Protection Planning. All of the financial assets
that Ann would not otherwise be permitted to keep, including Jim’s IRA, will be
converted into a stream of income for Ann, and Ann will get to keep all of that income.
None of their assets will have to be spent down before qualifying for Medicaid to
immediately pay for Jim’s nursing home care or prescription costs. He will qualify
immediately for Medicaid, at a time when the family knows that a Medicaid bed is
available in their nursing home of choice. Jim will only be required to contribute his
Social Security income, less a $30 monthly allowance, toward the cost of his care. Ann
will get to keep ALL of her income.

Jim and Ann will prepay for their funerals. They will assign their life insurance policies
toward payment, thus assuring that they realize the full death benefit value of those
policies rather than the lower cash surrender values.

Ownership of Jim and Ann’s residence can be transformed to non-countable assets. That
transformation of assets will not have any effect at all on Jim’s Medicaid eligibility. When
the latter of Jim and Ann dies, their house will—at least based on the way the Medicaid
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rules are now, and historically always have been applied—be protected from Medicaid
estate recovery.

Jim and Ann will be protected against the risk of Ann dying before Jim by having Ann
execute a new Will.

The new Will provides for Jim, during his remaining lifetime, through a “special needs
trust.”

The money will be available to pay for goods and services that will benefit Jim and that
are not provided by the nursing home or covered by Medicaid. The availability for the
money in that limited way will preserve Jim's eligibility for Medicaid. After Jim dies, their
children will be able to inherit the rest of the money.

It is very important to note that the dramatically better result Jim and Ann can achieve
through proper legal Asset Protection planning, and these results can be achieved even
under the “new” Medicaid rules. If the facts were different, the results may differ
somewhat. Every case is different, which is why every couple facing this kind of
situation should have a skilled elder law attorney review their individual circumstances
and recommend a personalized plan that will achieve the best possible results for them.
One thing is clear: for almost any married couple who owns a home or has more financial
assets that the “spend-down” rules would otherwise let them keep the outcome that can
be achieved with proper legal Asset Protection planning will be far better than without it.

Vouga Elder Law, LLC, welcomes the opportunity to become your trusted guide and counselor on
the types of legal matters discussed in this Update. Only after an appointment, at which time we will provide
advice appropriate to your particular circumstances, should the reader make any decisions on what to do or
not to do. Providing, publishing, or distributing this Update is not intended to create, and receipt does not
create, any attorney-client relationship between Vouga Elder Law, LLC (or the contributing author) and the
recipient or reader. No one should act or not take action on the basis of anything contained in this Update
without seeking the appropriate legal advice from Vouga Elder Law by making an appointment to discuss the
recipients or readers particular facts and circumstances.

This Update is current as of the date it is first printed. Because of constantly changing laws, after
the date it was first printed, this Update may not reflect the most current legal developments, minimum and
maximum income, asset, or other monetary amounts for Veterans benefits, SSI, or Medicaid purposes, or
administrative or court decisions. Information in this Update should not be taken as an indication of future
outcomes. All information in this Update is for informational purposes only. This Update is not offered as
legal or any other kind of advice to the recipient or to the reader. The Firm and the contributing author
expressly disclaim all liability, including, but not limited to, any and all consequences, to any person in any
respect as to anything done or not done, whether wholly or partly, in reliance upon the whole or any part of
the contents of this Update.

The choice of a lawyer is an important decision and should not be based solely on advertisements.
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