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1  Paying a Member of the Family to Provide Care in the Home

 

You indicate that a member of your family is providing care in a home setting. It could be
advantageous for you to actually pay that family member for your care. Payment for care
may be necessary for receiving government reimbursement as well as a potential Medicaid
strategy to transfer assets to your family. We will provide you the proper instructions on how
to set up this arrangement. This arrangement also requires a contract between you and the
member or members of your family providing the service. The members of your family will
put their caregiving income from you into a separate account without your name on it and, if
necessary, pay your bills out of this account.

 
2  The Need for Other Private Support Services

 

The demanding nature of long term care and the fragmentation of community eldercare
services makes it difficult for the family representative or caregiver to find available
government and private support. A geriatric care specialist can help family representatives
and caregivers find this support. The care specialist will help arrange for various
government programs designed to support care in the home.. The geriatric care specialist
also provides a gateway to an entire team of professionals for care planning, personal care,
financial analysis, legal work, finding assisted living, downsizing, moving, home
maintenance, remodeling, yard work, medical alert, fiduciary services, tax advice, insurance
advice, and so on.

 
3  Passing Your Property to Your Heirs or Others

 

You wish to pass assets to your children or to other designated recipients. If you have
earmarked your savings, investments and property for your heirs, now is the time to transfer
those assets. You should set up the proper arrangements now before the assets are
dissipated through long term care costs. Simply changing title may be fraught with
undesirable consequences such as loss of future government benefits. You should always
consult with an the appropriate advisor before transferring any property. In addition,
changing the title on assets that have capital gains, could result in the loss of favorable
capital gains treatment. We will help you find the right legal or financial advice for these
transfers.

 
4  Estate Planning with Children from Previous Marriages

 

Passing assets to stepchildren, former spouses and the children of former spouses requires a
great deal of preplanning to make sure "who-gets-what" is fully addressed. Mixed families all
have their horror stories about assets that went to the wrong person because of a lack of
prior planning. The person or persons who were supposed to get the assets are often
disinherited. It is extremely important that you take care of these issues now and set up the
proper documents and planning instead of ignoring this important topic. Your survey
indicates that you do have a blended family and you must take care of these issues now if
you want assets and property to go to the proper people.
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5  Ownership and Beneficiaries

 

Joint and survivor ownership and beneficiaries on certain types of property, insurance,
savings or investment accounts take precedence over any wills or trusts that you may have
devised for transferring assets at your death. It is extremely important that you review your
beneficiaries or the other arrangements that are available to pass on property at your death.
If you have not structured these properly, it could not only complicate resolving your estate,
but could also cause a loss of money due to taxation, legal work or penalties. It is also
important on accounts where contingent beneficiaries are available that you keep these
updated, especially if there are children and spouses from previous marriages.

 
6  Your Will and/or Living Trust

 

It is not always necessary to have a will or living trust. If prior arrangements have been
made, an intestate death may be appropriate without a will. In other cases, a will or trust, or
both, are necessary due to the nature of your estate and how you want to pass on your
assets and properties. If you do not have a will, you may want to seek legal advice. You
indicate that you may not have either of these documents or if you have these documents,
they have not been reviewed for quite some time. If your intent is to make sure that your
assets and property end up in that hands of designated heirs, it is important to update this
information. A competent legal advisor should be used to review these documents.

 
7  Power of Attorney

 

Your survey indicates that you may or may not have designated someone to make decisions
for you if you are disabled or incapacitated and cannot make those decisions yourself. If you
have already set up a durable power of attorney, we suggest that you have that power of
attorney reviewed by a competent legal advisor to make sure that it covers all of the areas of
decisions that you need. Sometimes powers of attorney are deficient and don't meet the
standards or the expectations of those creating them. In addition, most people desire that
competent medical treatment decisions can implemented on their behalf. In some states this
might require additional documents to create this intended result.

 
8  Advance Directives

 

Advance directives are specific documents designed to allow you to provide direction for
medical treatment or life-saving actions in the event you cannot make these decisions
yourself. You indicate that you may not have these documents in place. We recommend you
consult with a legal advisor to determine whether you think these particular documents
would meet your needs. It is also important to remember that even though an admission to a
hospital or nursing home may result in your signing a living will, the content of that living
will should be reviewed by your legal advisor. Sometimes the language in these documents
is not pertinent to your desires for heroic measures in keeping you alive.
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9  Your Wishes in the Manner of Your Death

 

Your survey indicates that you may not have adequately prepared for your death.
Preparation for death not only includes a will but also includes instructions on who inherits
keepsakes as well as your desires as to how and where you want to die. Too many people
leave the manner of their death in the hands of other people. It is your life and you have
the right to decide how you want it to end. Too many people the lack the courage to face
death and instead look to medical science to help them avoid these decisions. As a general
rule, doctors do not recommend life-extending treatment when death is inevitable. In
addition, a decision for hospice is often delayed, and should be made earlier.

 
10  Using the Equity in Your Home

 

For most people, the equity in their home is not available for use. Supposedly a home
equity loan makes it available for use, but the loan also requires repayment and basically
puts the cash from the equity back into equity again. Home equity loans also require good
credit and a source of income. Borrowing money through repayment only adds additional
burden by requiring a greater income which often leads to even more debt. The only way to
get to the equity without a repayment obligation during the life of the homeowner is a
reverse mortgage. A reverse mortgage does not require a credit rating or an income
source. Based on your equity, you might qualify for reverse mortgage proceeds of
approximately $112,000.

 
11  Life Settlement

 

The face value and the type of life insurance that you own could result in your applying for
a life settlement benefit. In most cases, a life settlement benefit will produce more cash
than the cash value already found in your policy. In your case, it may be to your advantage
to convert your life insurance into a cash benefit. This is because the cost of your policy
may have become a burden for you and you can eliminate this cost and receive cash back
for what you have put into it. We will help you find life settlement funding. A life settlement
company buys your policy at a discount on the death benefit of the policy. When you die,
the company will pocket the difference between its cost and the death benefit.

 
12  Medicaid Impoverishment Rules

 

Whether it is right or wrong, Medicaid requires anyone receiving its assistance for long
term care costs to be impoverished and have not more than $2,000 in assets or property in
most states in order to receive assistance. If the Medicaid applicant has too much in
Medicaid-determined savings or investments, that person must spend that money -
generally on long term care costs - before Medicaid will provide paid assistance for care.
This impoverishment rule might also adversely affect the quality of life for a healthy spouse
who will be deprived of some of these assets. There are legal ways to protect assets from
Medicaid impoverishment rules. We can help you by doing an analysis to show you how this
is done.
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13  Medicaid Planning Strategies

 

The asset preservation strategy with life resource planning allows you to gift assets now in
order to start the clock ticking on the Medicaid 5 year look back. At a certain point in the
future, after you have met the look back period of time, you can apply for Medicaid without
penalty. At that point, after spending down or converting remaining assets, you can qualify
for Medicaid rather quickly. If you are a single individual when you apply for Medicaid and
have not met the look back time period, the best strategy is to private-pay care costs, out-
of-pocket, with gifted assets, for the remainder of the look back or the penalty period -
whichever is shorter. We will help you understand how to apply this preservation strategy.

 
14  Funeral and Burial Coverage - Medicaid Funeral Trust

 

As part of your planning for Medicaid, you should set aside money in a Medicaid funeral
trust or trusts to cover you and your spouse - if applicable - for a funeral and burial. The
most money that Medicaid will allow you to retain is $1,500 to $2,000 depending on the
state where you live. Life insurance counts as an asset for Medicaid if it has more than
$1,500 in face value death benefit. Insurance policies must be surrendered and the cash
must be spent for your care costs. The Medicaid impoverishment rules do not allow you to
retain any significant life insurance or cash for funeral or burial. A funeral trust allows you
to retain enough assets for a decent funeral and burial.

 
15  Long Term Care Insurance

 

You have been wise in purchasing long term care insurance. This is one of the few effective
methods to cover the high cost of long term care for the final years of life. We would like to
carefully review all of your long term care insurance coverage to explain to you exactly
how the coverage works. This insurance usually does not kick in until a waiting period has
been met. The waiting period could be anywhere from 30 days to 90 days. While you are
waiting for coverage to begin, it is possible to use a short-term loan from certain
companies that specialize in providing this sort of funding. We can help you find this short-
term funding if you need it to bridge your gap in coverage.

 
16  Automobile and Homeowners Insurance

 

We can review your automobile and homeowners policies. If you provide us copies of your
existing coverages, we will be able to do a complete review for you. If you have given us
enough for a thorough review, we will make recommendations concerning this coverage
which might include reducing premiums, increasing coverage, buying new and better
coverage or utilizing values to pay for ongoing coverage and reducing premium cost. The
overall goal is to reduce redundant coverage, maximize coverage where more is needed,
reduce your cost and make sure you are adequately covered for potential loss. As part of
this review, we would also like to look at your life insurance and make sure that it is also
meeting your expectations.
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17  Medicare Insurance Coverage

 

Medigap insurance policies, also known as Medicare supplement insurance, can often
become quite expensive. For some single individuals, the cost of coverage can represent
20% to 30% of their entire income. We can review your Medicare supplement insurance
policies or your Medicare Advantage Plan to analyze the amount of protection you might
need and how much you might want to pay out-of-pocket and as a result save you money
that could be used for other important purposes. Oftentimes, we can find a solution for
your medical insurance costs that makes more sense and still provides adequate coverage.
We will also review and make recommendations for your prescription drug plan.

 
18  NOTES
 



Estimates of Income, Assets and Expenses
 

Dirk Heilman and April Heilman
July 19, 2018

 

Combined monthly gross household income $77,200

Combined household value of taxable or tax exempt investments, checking and savings $21,000

Combined household value of tax-deferred annuities $100,000

Combined household value of IRAs, tax-sheltered annuities or other tax qualified accounts $100,000

Combined total cash value of all life insurance policies $56,000

Current market value of the personal residence $420,000

Combined household value of investment properties not including the personal residence $0

Combined total of home equity debt - mortgages, line of credit or reverse mortgage $225,000

Combined total of consumer debt - revolving charges, personal loans and credit cards $7,000

Combined household monthly cost for personal long term care services at home $0

Combined household monthly cost for independent living $0

Combined household monthly cost for assisted living - including care cost $0

Combined household monthly cost for nursing home $0
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The Family Care Plan and Caregiving Agreement 
 

• The plight of family caregivers 

• Put together a family care plan  

• Create a family caregiving agreement 

 

 

The Plight of Family Caregivers 

Caregiving can be very stressful and demanding.  In the case of a healthy spouse or a child living 

with the disabled person at home, caregiving can be a 24 hour, 7 day a week commitment.  But 

even for the caregiver not living in the home, looking after a loved one or friend can consume all 

of the caregiver's free time. 

 

Surveys and studies consistently show that depression is a major problem with full-time informal 

caregivers.  This is typically brought on by stress and fatigue as well as social isolation from 

family and friends.  If allowed to go on too long, the caregiver can sometimes break down and 

may end up needing long term care as well. 

 

A typical pattern may unfold as follows: 

 

 1 to 18 months--the caregiver is confident, has everything under control and is coping 

well.  Other friends and family are lending support.   

 20 to 36 months--the caregiver is taking medication to sleep and control mood swings.  

Outside help dwindles away and except for trips to the store or doctor, the caregiver has 

severed most social contacts.  The caregiver feels alone and helpless. 

 38 to 50 months--Besides needing tranquilizers or antidepressants, the caregiver's 

physical health is beginning to deteriorate.  Lack of focus and sheer fatigue cloud 

judgment and the caregiver is often unable to make rational decisions or ask for help.  It 

is often at this stage that family or friends intercede and find other solutions for care.  

This may include respite care, hiring home health aides or putting the disabled loved one 

in a facility.  Without intervention, the caregiver may become a candidate for long term 

care as well. 

  

Since most people go into informal caregiving without training or counseling they often aren't 

aware of the possible outcome described above.  It is therefore extremely important to receive 

counseling and to formulate a plan of action prior to making a caregiving commitment.   

 

It is fairly common for one member of the family to shoulder the burden of caregiving and other 

members of the family to be less involved or not involved in all.  A very common reason that 

other members of the family are not involved is because someone has taken over the care and 

other family members are more than glad to let that person assume the responsibility.  Here is an 

example. 

 

Shelley has been watching out for and helping her mother since her father died of a sudden heart 

attack a year ago.  Shelley's mother is 77 and Shelley's father, was a veteran of Korea.  Her 



mother has arthritis and has difficulty bathing, dressing and moving around and she is also 

exhibiting early signs of dementia. 

 

Mother makes $1,200 a month in Social Security, has $2,000 in savings and owns her own home.  

She has substantial consumer debt that she is burdened with and she cannot make ends meet.  

Shelley has been helping her meet her obligations.  Mother also takes advantage of the low 

income utilities programs and other government support to help the elderly poor. 

 

A good friend and neighbor stops by in the morning to help mother get dressed and to fix her 

breakfast and Meals on Wheels comes at noon to leave her lunch.  Shelley comes by in the late 

afternoon, after work, and fixes her mother dinner, helps her get a bath if necessary and gets her 

ready for bed.  Shelley spends her entire weekends with her mother.  Shelley has no husband or 

children but she also has no life of her own because of the care of her mother. 

 

Her brothers and sisters, who also live in the area, are perfectly happy with this arrangement 

because they have their own families and they think everything is under control.  They have 

made no offers to help, other than to take mom shopping or to the doctor.  However, they always 

seem to have plenty of advice for Shelley.  Shelley feels trapped. 

 

Shelley attends a presentation during her lunch break at work entitled “Planning Strategies for 

Aging Seniors” and obtains a copy of the book by the same name.  After reading the book, she 

realizes she has many more options than she thought and she feels empowered to take better 

control of the caregiving morass she has fallen into. 

 

She discovers some of the caregiving options available to her.  She next consults with a financial 

planner and an elder law attorney to understand funding and legal issues. 

 

Her next step is to arrange a meeting between her, her mother and her brothers and sisters. 

 

Mother is absolutely adamant about staying in her home as long as she can, and because her 

family loves her, they want to respect her wishes as far as humanly possible. 

 

Shelley has uncovered the following solutions for care: 

 

1. As a result of reading the book, Shelley discovers the value of using a care manager.  

Shelley hires a care manager to do an assessment of her mother and the care manager has 

a number of valuable recommendations, including the involvement of other family 

members.  The care manager, who is a nurse, also feels that mother’s arthritis could be 

treated more adequately to provide some improvement.  She also suspects the mild 

dementia is probably due to poor nutrition, lack of stimulation and depression and is not 

an organic condition.  The care manager has suggested a geriatrician for Shelley's mother, 

who has an excellent reputation for diagnosing and treating and improving health 

conditions in the elderly. 

 

2. Because Shelley's father was a veteran, her mother can get a little over $1,000 a month 

from VA to cover home care costs.  This is extra money on top of the Social Security. 



 

3. Her mother can qualify for a reverse mortgage to pay off the debt and turn remaining 

funds into an additional lifetime income to allow her to stay in the home. 

 

4. Someone needs to have power of attorney and there must be a plan in place with what to 

do with the house in case mother can no longer live at home and must go to a facility.  

The attorney and financial planner have offered some good suggestions. 

 

Because of her demanding schedule as caregiver and working full time, Shelley needs help from 

her family in arranging for these solutions and in giving her the additional support she needs as a 

caregiver.  She has a long talk with her older brother and helps him understand the situation and 

he agrees to call a family meeting.  He also agrees to discuss the situation with other family 

members and to come away with an agreement between them all on how to support their mother 

in the home and help Shelley as the caregiver. 

 

The family meets together and the older brother goes over the entire scenario with the others, 

who up to this point have been content to let Shelley handle everything and really do not know 

all that is going on. 

 

Agreements are made for members of the family to assume responsibilities for completing the 

solutions to a care plan.  The older brother will be power of attorney and be responsible for the 

finances because he is a CPA.  In addition, by understanding their sister's plight, other family 

members agree to help with the caregiving as well. 

 

An agreement is drawn up and everyone is given a copy.  The older brother has been designated 

as the family care coordinator and he assumes responsibility of making sure everyone follows the 

care plan that was agreed to.   

 

His ultimate responsibility is to make sure that all solutions and other options have been explored 

to provide the best care for their mother; and in addition, that everyone lives up to his or her 

promise made in the care agreement. 

 

Put Together a Family Care Plan 

 

The Need for a Family Care Plan  

Very few families are prepared for the challenge of long term care for a loved one.  This is 

because very few families plan for the contingency of needing long term care.  The seniors 

themselves typically ignore the need for planning and the children or grandchildren are tied up in 

their own lives and as long as mom and dad or grandma and grandpa are doing fine on their own, 

little thought is made towards whether they might need help or not. 

 

The need for care often arises suddenly and the family is unprepared.  The aged loved one might 

have a fall and end up in the hospital.  Or grandma may wander from home and get lost and the 

family realizes there is a dementia problem.  Or perhaps the kids visit one day and find that their 

parent or parents are not feeding themselves properly or taking care of themselves in other ways.  

Or perhaps a visit reveals that a loved one is dealing with disability challenges.  Any of a number 



of multiple issues dealing with aging, dependence on others or a change in health can confront 

members of the family unexpectedly.  And even in those situations where the need for care is a 

gradual transition, the family is reluctant to do anything about it until something happens to 

trigger a decision. 

 

Because no planning has been done, the person who ends up being the caregiver such as the 

spouse or the daughter is thrust into this situation without any adequate preparation.  Children 

who are caregivers are often working and have little time to do research and find out what sort of 

help is available to assist them as caregivers.  Perhaps the only time they have is during a lunch 

break at work doing searches on their computers. 

 

Once a caregiver has been ushered into the role of giving care, there is often little time to do 

other than to provide care for the loved one.  Shopping for food, picking up prescriptions or other 

items necessary for supporting a loved one become a burden.  Trying to balance everything with 

the busy task of providing care is difficult.  There is often little time left over for the personal 

needs of the caregiver.  The caregiver is also often so consumed with his or her task at hand, that 

time to reflect and plan and search for better solutions for caregiving is lacking.  Stress from 

providing care increases and thinking becomes confused.  Caregivers often make poor decisions, 

affecting not only the care they provide but their own lives as well. 

 

Very few families share the burden of caregiving.  This burden usually devolves upon one person 

and though other members of the family may be supportive, they are usually very happy to let 

that person take the full burden so that they can go on with their lives.  Those professionals who 

provide care giving support to families have seen this same situation over and over again.  The 

situation of an overburdened caregiver is usually the norm and families working together is often 

the exception. 

 

Not only is one person usually stuck with providing the care, but family members often criticize 

that person and may even develop resentment towards the caregiver.  A sibling caregiver will 

often use the parents’ funds not only for supplies and other necessities but often for the 

caregiver’s personal needs.  Sometimes other family members feel that the caregiving sibling is 

unjustly taking mom’s and dad’s money.  This also provides justification for allowing the 

caregiver to assume the full burden without family support because family members think that 

the caregiver data is being rewarded for his or her services. 

 

Putting Together a Family Care Plan 

A family care plan can go a long ways towards lessening the burden on a caregiver and resolving 

misunderstandings between family members.  By working together, the family can grow closer 

together in providing care.  Without any care plan and after the death of the loved one receiving 

care, feelings often bubble over, resentments intensify and families struggle to get along because 

of the challenges created by the need for care. 

 

Things can even get worse.  If other members of the family feel that the sibling caregiver had 

unfair access to the parents’ savings and income, resentments over who gets what in an 

inheritance can develop quickly.  Even though expenditures for providing care could have been 

legitimate, the suspicions are there.  Fights even develop over keepsakes or treasures that the 



caregiver had access to and may have taken without giving other members of the family the 

option to inherit.  These items often have little intrinsic value but have great sentimental value. 

 

Every family should attempt to sit down and counsel together and work together to provide a 

plan for supporting the caregiver – working towards a common goal and making sure that 

potential disagreements relating to inheritance are settled prior to the death of the loved one. 

 

Here are some of the important issues that a family care plan and agreement should address. 

 

APPOINTING A FAMILY CARE COORDINATOR 
Every family usually has a natural leader.  Some families don’t.  The father or the mother could still be in 
charge or they may have relinquished their decision-making to a favored child.  This favored child is 
looked to by other members of the family to provide the leadership for making decisions concerning 
care.  This person may or may not be the caregiver.  It is preferable that a person acting as a family care 
coordinator for decisions pertaining to what is best for the person needing care, is not the caregiver.  By 
separating the caregiver from the care coordination, the caregiver can focus entirely on his or her job 
and look to the coordinator to provide all of the other support. 

 
MAKING SURE END-OF-LIFE ARRANGEMENTS HAVE BEEN MADE AND FUNDED 
Making sure that final directives are signed, wills and trusts are up-to-date, living wills are in place, 
powers of attorney are appropriate, and funding for a funeral and burial is in place should be the job of 
the family care coordinator.  If no one is willing to step forward, unfortunately, the caregiver will be 
burdened with this additional responsibility.  Perhaps in a family where there is a vacuum of leadership, 
the caregiver can assign other members of the family or friends to help with end-of-life issues.  Or 
perhaps, an agreement must be made to hire professionals to provide the support. 

 
FINDING GOVERNMENT SUPPORT PROGRAMS 
There are numerous government support programs as well as potential long term care funding options 
through government programs.  Most caregivers and their families know little about these programs.  
There is no one single source for locating all of the various options that are available to support 
caregivers and their families in the community.  Unfortunately, caregivers often don’t have the time to 
research such programs.  This should be the responsibility of the family care coordinator if there is one.  
If there is no care coordinator, the family should consider hiring a professional such as a geriatric care 
manager to guide them through the maze of support programs and help them find provider assistance 
as well as financial assistance. 

 
INVOLVING ALL INTERESTED PARTIES IN MAKING DECISIONS ABOUT CARE 
Some families are challenged when it comes to providing care for a loved one at home.  Perhaps all of 
the children are living far away and it is impossible for them to provide support for a loved one.  Perhaps 
there are no children.  Sometimes grandchildren or friends are involved in care.  The approach to 
providing support for a loved one must not be a spur of the moment or flippant decision.  Great thought 
should go into how to provide that care by involving members of the family.  If there is no one to step 
forward or if the burden of providing assistance is too great in the home, then a decision must be made 
as to where to place the loved one to receive the best care.  This may be an independent living facility, a 
government-funded group home or a nursing home.  These decisions should be carefully considered by 
everyone involved in the person’s life who is receiving care.  A meeting of all of those who are involved 
should be scheduled and an appropriate decision made. 



ASSISTING WITH CAREGIVING 
Depending on the level of care needed, the caregiver may have things under control.  If a great deal of 
time is needed for caregiving supervision for a loved one, the caregiver will need assistance if the loved 
one is to remain in the home.  The care coordinator and the caregiver should not be shy about asking 
family members as well as friends or members of a church congregation to pitch in and help with the 
care.  A caregiver who is burdened day and night overseeing a loved-one, will eventually burn out and 
will often become a candidate for long term care as well.  This should not be allowed to happen. 

 
PROVIDING LOGISTICAL SUPPORT FOR THE CAREGIVER 
The caregiver providing support at home is usually challenged by not having enough time to do 
everything.  It is often the case that the caregiver is a daughter or daughter-in-law who has her own 
family and may be employed as well.  She is hard-pressed to balance the needs of her family with the 
needs of her parent or parents.  She typically needs help in procuring things from the store, doing 
laundry, providing trips to the doctor, picking up prescriptions, cooking meals, cleaning both her home 
and the home of the loved one and so forth.  Family members who are available should be involved in 
providing all of this logistical support for the caregiver.  Ironically, family members are often available, 
but the caregiver fails to ask for help.  This is where a family care coordinator becomes valuable.  The 
care coordinator can focus on providing all of the logistical support and free up the caregiver for all of 
the other things she needs to accomplish in her life. 

 
PROVIDING FINANCIAL SUPPORT FOR THE CAREGIVER 
If, there are other members of the family who have the means to help, a caregiver should never 
have to fund caregiving costs solely out of her own pocket.  This is simply not fair.  On the other 
hand, caregivers will spend their own money simply because they are afraid or reluctant to ask 
for help.  Again, this is where a family care coordinator can be valuable.  The care coordinator is 
typically the family leader and as such does not have as much reluctance asking other members 
the family to step forward and provide financial support.  Addressing these issues should be 
part of every family care plan. 
 
PROVIDING RESPITE SUPPORT FOR THE CAREGIVER 
Caregiver burnout can happen without the caregiver realizing it.  The pressure of providing assistance, 
especially for a caregiver who has his or her own family to worry about, is extremely stressful.  Because 
of the stress and the depression that often accompanies it, caregivers have difficulty making good 
decisions.  Sometimes, caregivers are so overloaded that they develop mental and physical problems 
themselves.  If there is family support, a caregiver should not be subjected to this sort of punishment.  A 
family care plan should include scheduled commitments from family members to take over the job of 
the caregiver for a period of time such as a weekend or a week or even a month to allow the caregiver 
to receive some rest and recuperation.  Family members who don’t recognize this responsibility for the 
caregiver are being cruel and uncaring towards that member of their family. 

 
DETERMINING HOW ASSETS PRIOR TO DEATH COULD BE PRESERVED FOR THE FAMILY 
Many families are not aware of planning strategies to preserve assets from the cost of long term care.  
Some government programs can be used to provide care or to provide income for that care and free up 
the use of those assets for this purpose.  There are also legal strategies to preserve assets.  Every family 
care plan should include a discussion on how to get assistance with preserving assets.  If there is a way 
to avoid it, no family should dissipate those assets needlessly on the cost of long term care. 



 
DETERMINING HOW ASSETS REMAINING AFTER DEATH WILL BE DIVIDED 
It is fairly common for members of a family to act noble prior to a loved one’s death and disclaim that 
they have any interest in inheriting any assets.  This is typically not true.  Most family members are 
secretly concerned about getting something regardless of how much they insist that the money should 
go towards care for the loved one.  Family members should recognize the existence of these feelings 
and bring them out into the open.  A family meeting and care plan should frankly discuss what will 
happen with the assets and how they are to be used for care.  Such an openness can help reduce or 
eliminate any resentments or animosities after death that could develop when someone feels that they 
have not received what they thought they should have received as an inheritance. 

 
DETERMINING HOW KEEPSAKES AND SPECIAL TREASURES WILL BE DIVIDED 
Even if there are few assets to divide up after death, every family has special keepsakes or 
treasures or written documents that were special to their loved ones.  These things are often 
special to members of the family as well.  Nothing can create greater animosity than something 
special that was promised to one child being discarded or ending up in the hands of someone 
else.  Even though these things often have little financial value, they have tremendous 
sentimental value to those who desire them.  It is extremely important that every family come 
together and decide who will get what after the death.  We provide a form for family members 
meeting together in a care plan to fill out so that there is a written document that spells out 
who will get what. 
 
DETERMINING HOW THE CAREGIVER WILL BE REIMBURSED, IF APPLICABLE 
It is often the case that either to sooth consciences from the guilt of sticking one person with a load of 

caregiving or out of true desire to be supportive, families will agree to provide a salary for the family 

caregiver.  Such an arrangement should be discussed when meeting for family care plan.  Caution should 
be exercised when setting up such plans, because such an arrangement may disqualify the person 

receiving care from getting Medicaid assistance.  A professional advisor who understands these family 

care arrangements should be consulted before setting up the plan. 

 

The Family Care Coordinator 
When it is feasible, a member of the family who has the capability of personally working with 
the family care plan should be assigned as a care coordinator.  Choosing a care coordinator to 
help with the creation, the implementation, and the directives of a family care plan is important 
to making sure that the planning process runs smoothly.  This person is not the caregiver.  This 
person carries out the plan and supports the caregiver. 

 

Here is why the care coordinator is so important.  If the caregiver is a family member, that 
person is almost always thrust into his or her role without preparation.  The caregiver typically 
becomes enmeshed in making decisions for medical care, arranging doctor visits or hospital stays 
and in providing services and companionship for the care recipient.  As such, the caregiver 
becomes distracted from arranging family support, finding resources or committing to counseling 
and training.  The caregiver needs the support and direction that the care coordinator gives. 

 

The family care coordinator becomes the advocate and guide in making sure all of the pieces of 
the puzzle fit together.  A coordinator can be a child, a close friend, a sibling, a trusted advisor, a 



professional social worker, a counselor or a geriatric care manager.  This person has agreed to 
help make arrangements and to see that the written care agreement is being followed.   

Below are some of the activities a care coordinator might perform.   

 

 Make sure an assessment of the care recipient is made and a plan of care is designed. 

 Become familiar with the community resources and planning strategies and help the 
caregiver use them. 

 Make sure the caregiver receives counseling and training. 

 If applicable, organize a family council and solicit caregiving commitments. 

 Act as an advocate for the caregiver and make sure people honor their commitments. 

 Help with transportation, arrangement of meals and visits from formal caregivers. 

 Help with financial decisions if needed. 

 Maintain copies of legal documents and make sure they are up-to-date. 

 Accompany the caregiver on meetings with government agencies and provide advice 
with decisions that have to be made.   

 Contact appropriate professional planners to advise about and implement financial 
strategies. 

 Make sure that professional care providers are competent and that all professional options 
have been explored. 

 Maintain copies of financial preparations to pay for care and help with putting them into 
effect. 

 Make sure the care management plan is followed. 

 

Remember, the care coordinator and caregiver should not be the same person, especially if they 

are both family.  The care coordinator needs to support and provide resources for the caregiver.  

It is extremely difficult for the caregiver and the coordinator to wear the same hat. 

 

Family Mediator 

If there is difficulty with involving family members or others agreeing on a plan of care, then use 

an elder or family mediator.  Some professional care managers are also mediators.   

 

With the consent of everyone who is part of the care plan, you can secure the services of a 

mediator when holding the care planning meeting.  It is surprising how many families are torn 

apart because of feelings and jealousy that happen with a parent’s long term care.  The mediator 

will help each person express his or her feelings and concerns and resolve any conflicts.   

 
Organize a Care Planning Meeting 
If one person has been designated as the family care coordinator and wants the other persons 

attending the meeting to give support with respite care, transportation to doctors, etc., everyone 

needs to be aware of this and in total agreement to do it.  All must also be willing to work with 

the member of the family, friend or professional who is the care coordinator.  If each attendee is 

given a copy of the instructions and wishes, he or she will be more understanding and supportive. 

 



If the family care coordinator and/or the caregiver is not a family member, it is important that the 

family know this and that they are willing to work with these persons in support of the care. 

 

We keep saying “IMPORTANT” as we talk about bringing the participants together.  Experience 

has shown that even families that are close can quickly grow angry, jealous and hostile towards 

each other when an aging parent begins to need long term care.  If a sibling moves into the 

parent’s home, others can easily be suspicious of ulterior motives and fear to lose their 

inheritance.  On the other hand, the child doing the entire care taking becomes bitter and feels 

there is no support or help from siblings. 

 

One example of a family misunderstanding is that of a brother accusing his sister of stealing 

all of the money from the reverse mortgage of his parent’s home.   

 

Karen, who is a single mom with two children, moves in with her parents after her father 

has a stroke to help her mother take care of him.  Her mother is not totally physically 

capable of caring for her husband.  Needing money to pay for a home care service, 

Karen encourages her mother do a reverse mortgage on the home, which will provide the 

needed funds.  Karen’s brother becomes upset and persuades his parents not to do the 

reverse mortgage.  He doesn’t tell his sister that he suspects she is trying to get the 

money out of the house to benefit herself.  If communication had been open and Karen’s 

brother had known the need and been involved with his parents care, he would not have 

reacted negatively. 

 

Every family is different.  Some families are close and some have never been compatible.  

Nonetheless, all family members should be invited to the agreement meeting.  If you feel the 

communication will be strained, consider having a professional mediator present.  The mediator 

will be able to keep things calm and running smoothly and help work out each person’s concern.  

Make sure you get everyone's consent before bringing in a mediator. 

 

Then--and here is another IMPORTANT issue--ask for each member attending to give his or her 

input.  Allow participants to voice their concerns and give suggestions.  Encourage each person 

to tell what he likes and dislikes about the care plan.  For those who disagree, ask how they 

would like to see that part handled.   

 

This does not mean you need to change your plan.  The person needing the care is the ultimate 

decision maker.  But if a small change will make everyone more supportive, it is worth it.  It is 

very important not to dictate but to encourage attendees to communicate their concerns, their 

desires or their suggestions and be a part of the long term care plan. 

 

Suggestions on Where to Conduct the Meeting  

The first step to holding a meeting, and perhaps the most difficult one, is to get all interested 

persons together in one place at one time.  If it's a family gathering, perhaps a birthday, an 

anniversary or another special event could be used as a way to get all to meet.  Or maybe even a 

special dinner might be an incentive. 

 



The person conducting the meeting can be a parent or one person of a couple who are doing their 

planning, years before the need for care arises.  A meeting on behalf of someone already 

receiving care or needing care in the immediate future could be conducted by that person or by a 

member of the family, by an adviser or a friend.  The person conducting the meeting should be 

someone who is respected by all those attending.  Preferably, this is the Care Coordinator. 

 

The agenda could be formal or informal.  If you want a formal agenda, we suggest using our care 

planning checklist as the agenda. 

 

Copies of the care plan should be prepared prior to the meeting and presented to those attending.  

Discussion is encouraged and we recommend that the person in charge not dictate but encourage 

input from everyone. 

 

After a thorough discussion of the issues and the presentation of the solutions to the problems 

that will be encountered, there should be a consensus of all attending to support the plan.  If the 

plan needs to be altered to meet everyone's expectations then by all means do so if that can be 

done.  But it is not always possible to please everyone so there must sometimes be compromise. 

 

The end of the meeting should consist of asking everyone present to make his or her commitment 

to support the plan.  This might just simply be moral support and agreement to abide by the 

provisions or it is hoped that those attending will volunteer to do something constructive.  This 

might mean commitments to providing care, transportation, financial support, making legal 

arrangements or some other tangible support. 

 

Create a Family Caregiving Agreement  

 

A Written Agreement Is Better Than a Verbal Agreement 

All good intentions seem to be forgotten with time.  Without a written agreement and within a 

few months, family members, who were so supportive to begin with, will be distracted by other 

issues and typically will not live up to their commitments.  If there are vocal commitments to 

help with transportation to doctors, give respite to the caregiver or other commitments, write 

them down on the care agreement.  To help with the commitment, each person pledging help 

should sign the agreement.   

 

Even with the written agreement, family members often renege on their support.  However, the 

written agreement is valuable.  Showing those who are not living up to their duty a copy of a 

written pledge has more weight with persuading them to live up to their commitments by asking 

them for help.  It is so typical that when going back and asking for the help that was originally 

offered, all sorts of excuses are offered for not providing that help.  Even though it is not a 

contract, a written and signed document carries much more weight in reminding them of their 

commitment than pleading for assistance. 

 

Despite the advantage of a written agreement, the approach might be a little too heavy-handed 

for many families.  Or other families might see it as offensive.  Every family is different.  If a 

written and signed agreement won’t work, don’t offend the family with it.  Perhaps everyone 



would be supportive of simply writing down their commitments without a signature.  If not, then 

a verbal agreement will have to suffice 

 

Complete the “Family Caregiving Agreement Form” If Applicable   

This planning agreement is not a contract, but writing down these commitments on the 

agreement form is one of the most important parts of the planning process.  By having a written 

agreement, it is more likely that those attending will fulfill their commitments.   

 

One way to do this, that may be less offensive to some people, is to pass the agreement form 

around after a discussion where help is offered and ask each person to write down his or her offer 

of help and sign it so that the care coordinator will know whom to call later on.   

 

If an agreement is not produced during this meeting, then an effort should be made to have 

additional meetings until an agreement is reached.  If no agreement is eventually reached, then 

the plan must go forward as outlined, with the care coordinator in charge, and hopefully no major 

family disputes or unsolvable problems will occur. 

 

When an agreement is reached you will want to make copies of the completed form to give to 

everyone who attended the meeting or who is involved in your plan. 

Complete the “Who-Gets-What-List” Form 

We discussed previously the importance of a who gets what list to avoid the possibility of family 

disputes.  We include a form for this purpose and encourage its completion during a family care 

planning meeting. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Family Caregiving Agreement 
 

Date and place of this agreement ___________________________________________________________ 

List below the names of all those persons attending.  If any of these persons is not a family 

member or friend, indicate the reason for this person attending.   

 
____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

Write in the space below and in the space on the next page, the commitments made by those 

attending this meeting, who have agreed to help with the long term care plan.  Do this by writing 

the person's name followed by a description of the commitment that person has made.  Be 

specific and provide details to include the amount of commitment, how often, when, where and 

so on.  Or another way to do this is to have the person making a commitment personally write his 

or her promise on this form and possibly include his or her signature.   
____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 



____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

____________________________________________________________________________________________ 

 

After this agreement is completed, make copies of both sides and send these copies to the people 

who attended the meeting.  If those in attendance wish to sign this agreement, they can do so in 

the space below. 

 

 

 
 
 
 



Who-Gets-What-List 
 

This list is important because long term care is often the final event of a person’s life and often 

robs that person of the ability to make decisions about what family members should get.  In 

addition, the type of planning that goes into preparing for long term care would naturally include 

provisions for dividing up personal possessions even before death occurs.   

 

This list should include those personal items of little intrinsic value, but of great sentimental 

value to members of the family.  This would be things such as needlework, knitting projects, 

crochet projects, special China settings, memorabilia, journals, personal artwork, handicrafts and 

much more.  The list should name the item and then name the person who will get it. 

 
_____________________________________________________________________________________________ 

_____________________________________________________________________________________________

_____________________________________________________________________________________________ 

_____________________________________________________________________________________________ 

_____________________________________________________________________________________________ 

_____________________________________________________________________________________________

_____________________________________________________________________________________________ 

_____________________________________________________________________________________________ 

_____________________________________________________________________________________________ 

_____________________________________________________________________________________________

_____________________________________________________________________________________________ 

_____________________________________________________________________________________________ 

_____________________________________________________________________________________________ 

_____________________________________________________________________________________________

_____________________________________________________________________________________________ 

_____________________________________________________________________________________________ 

_____________________________________________________________________________________________ 

_____________________________________________________________________________________________

_____________________________________________________________________________________________ 

_____________________________________________________________________________________________ 

_____________________________________________________________________________________________

_____________________________________________________________________________________________ 

_____________________________________________________________________________________________ 

_____________________________________________________________________________________________

_____________________________________________________________________________________________ 

_____________________________________________________________________________________________ 

_____________________________________________________________________________________________ 
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INTRODUCTION 
  
Planning for the Elder Years 
  
  
If we were to ask an older person what his or her most important concerns for aging are, 
we would probably get a variety of different answers.  According to surveys frequently 
conducted among the elderly, the most likely answers we would receive would include 
the following three principal concerns or life wishes: 
  

1. Remaining independent in the home without intervention from others 
2. Maintaining good health and receiving adequate health care 
3. Having enough money for everyday needs and not outliving assets and income 

  
To address these concerns or wishes and maintain the quality of life wanted in the elder 
years, it simply takes a little preplanning. 
  
It is human nature not to worry about an event until it happens, so some people make 
preparations to avoid unexpected loss. 
  
Many prepare for unexpected financial disasters by covering their homes, automobiles 
and health with insurance policies.  But no other life event can be as devastating to an 
elderly person’s lifestyle, finances and security as needing eldercare.  It drastically alters 
or completely eliminates the three principal lifestyle wishes listed above.   
  
It is our experience that the majority of the American public does not plan for this crisis 
of needing eldercare.  The lack of planning also has an adverse effect on the older 
person's family, with sacrifices made in time, money, and family lifestyles. 
  
Because of changing demographics and potential changes in government funding, the 
current generation needs to plan for eldercare before the elder years are upon them. 
  
Let us look at some facts. 
  

 The population of the "very old,"--older than age 85--is the fastest growing group 
in America.  This population is at highest risk for needing care.  (Statistical abstract of 
the United States, 2005 , population)  

 Medical science is preventing early sudden deaths, which means living longer 
with impaired health and greater risk of needing eldercare. 

 The Alzheimer's Association estimates the risk of Alzheimer's or dementia 
beyond age 85 to be about 46% of that population. 

 It is estimated that 6 out of 10 people will need eldercare sometime during their 
lifetime. 

 Children are moving far away from parents or parents move away during 
retirement making long distance care giving difficult or impossible. 

 Government programs--already stretched thin for eldercare services--will 
experience even greater stress on available funds in the future. 
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Below are some excuses we have heard from people who refuse to plan for eldercare.  
Some of these objections may seem perfectly reasonable, but are still excuses and not 
actually what happens.  In fact, the opposite outcome of these excuses is often the case. 
 
"I'm in good health and will live a long time, and I won't need it." 
"No one in my family has ever needed it." 
"My family has a history of early deaths and poor health.  I'll die first." 
"Aunt Nellie is 100 years old and doing great." (Forgot to mention she is in a nursing 
home) 
"I'm a veteran and the VA will take care of me." 
"I will have the government pay for it." 
"My kids say they will take care of me." 
"My daughter is a nurse.  She will take care of me." 
"I'm too busy right now.  I'll do something in the future." 
"I'm not worried.  When the time comes, I'll deal with it." 
 
Education is critical to preparing and planning for eldercare.  For example, a person with 
the actual knowledge of the VA program will know that there has to be a medical need 
and that the veteran must have a substantial service-connected disability or have a very 
low income before VA will furnish eldercare services.   
 
Or for example, saying government Medicaid will cover you is saying that you will be 
impoverished.  In order to qualify for Medicaid you must have less than $2,000 in assets 
and income insufficient to pay the cost of care. 
 
One of the important things to plan for is how to maintain your lifestyle as you age.  You 
may be healthy enough to stay in your own home with help provided for the following 
activities of daily living: maintaining a home, providing meals, supervision, 
companionship, transportation and shopping services.   
 
But, this type of home care is non-medical and must be provided free of charge by 
family, friends, or volunteers or the care must be paid for out-of-pocket by the family.  
Government programs, in most cases, will not pay for this kind of care.  It is estimated 
that 80% of all eldercare is non-medical, with 90% of that care provided in the home.  It 
is most likely that your eldercare will begin with home care. 
 
The process of life resource planning involves the following four principles: 
 

1. Knowledge and preparation are the keys to success. 
 
2. Having funds to pay for care expands the choices for care settings and providers. 

 
3. Using professional help relieves stress, reduces conflict, and saves time and 

money. 
 
4. Success is assured through a written plan accepted by all parties involved.   
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Our purpose in this book is to dispel the myths, correct the misconception of what 
government programs offer, and educate the public on every aspect of planning for 
eldercare.   
 
Using our experience, research, and education in all areas of long term, we have filled the 
pages of this book with needed information, resources, and guidance to help you create 
an eldercare plan that fits your lifestyle and financial situation.  Or if you are planning for 
a loved one, the resources and instructions in our book will help alleviate the stress and 
the burden on you of trying to provide that care. 
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STEP 1 
  
Understanding the Nature of Care, Care Settings, and  
Government Programs 
  
Knowledge and preparation are the keys to success. 
  
  
  
  
  
What is Eldercare? 
  
  
Eldercare 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.  This need 
for care may be caused by an accident, illness, or frailty.  Such conditions may require help with 
the ability to move about, dress, bathe, eat, use a toilet, medicate, and avoid incontinence. 
  
Also care may be needed to help the disabled person with household cleaning, preparing meals, 
shopping, paying bills, visiting the doctor, answering the phone, and taking medications.   
  
Oftentimes, eldercare in the form of constant supervision is needed due to cognitive impairment 
from stroke, depression, dementia, Alzheimer's, Parkinson's, and so on. 
  
Eldercare requires a healthy person to provide support for the disabled person.  This support can 
be offered at home or in a facility.  As a rule those who are disabled prefer to stay at home and, 
most of the time so-called informal caregivers (family and friends) prefer the home as well; 
however, the deciding factor of where to receive help ultimately centers on the nature of the 
disability.  For example, a wife caring for her overweight husband may be unable to help him 
bathe, dress, use the toilet, or even transfer from the bed to a chair.  She will either have to hire 
aides to come to the home or put him in a facility. 
  
Another example might be an Alzheimer's patient who has become unmanageable and must 
receive constant supervision.  This may be impossible at home and an Alzheimer's facility may 
be the only solution. 
  
Understanding the Need and Settings for Eldercare 
The need for eldercare may only last for a few weeks or months or it may go on for years.  It all 
depends on the underlying reasons for needing care.   
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Temporary Eldercare (need for care only weeks or months) 
 Rehabilitation from a hospital stay 
 Recovery from illness 
 Recovery from injury 
 Recovery from surgery  
 Terminal medical condition 

 
Ongoing Eldercare (need for care many months or years) 
 

 Chronic medical conditions 
 Chronic severe pain 
 Permanent disabilities 
 Dementia 
 Ongoing need for help with activities of daily living 
 Need for supervision 

 
Eldercare services may be provided in any of the following settings:  
 

 In the home of the recipient 
 In the home of a family member or friend of the recipient  
 At an adult day services location 
 In an assisted living facility or board-and-care home 
 In a hospice facility 
 In a nursing home 

 
Custodial Care versus Skilled Care 
Custodial care and skilled care are terms used by the medical community and health care plans 
such as health insurance companies, Medicare, Medicaid and the Veterans Administration.  They 
are used primarily to differentiate eldercare provided by medical specialists as opposed to care 
provided by aides, volunteers, family, or friends. 
 
The use of these terms and their application is important in determining whether a health care 
plan will pay for eldercare services or not.  Generally, skilled services are paid for by a health 
care plan and custodial services, not in conjunction with skilled care, are not covered.  However, 
custodial services are almost always a part of a skilled service plan of care and, by being 
included; custodial services are paid by the health care plan as well.  Many people have the 
misconception that only skilled services are covered.  This is simply not true. 
 
According to the American College of Medical Quality:  
 

"Skilled care is the provision of services and supplies that can be given only by or under 
the supervision of skilled or licensed medical personnel.   
Custodial care is the provision of services and supplies that can be given safely and 
reasonably by individuals who are neither skilled nor licensed medical personnel.” 
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The terms skilled and custodial refer to the people who deliver the care, not the actual care 
given. 
A skilled care provider can also provide services normally thought to be provided by custodial 
caregivers.  Such things as help with activities of daily living and so-called instrumental 
activities of daily living are often furnished by skilled providers in the course of their treatment.  
Or a skilled care plan may call for services that can be delivered by a custodial caregiver, but it 
would still be under the skilled plan of care for that individual.  On the other hand, people who 
deliver custodial services may from time to time perform those activities supposedly reserved for 
skilled providers.  Such things as taking blood pressure, supervising medicines, preparing shots, 
or changing wounds might be provided under certain circumstances by a custodial provider. 
 
Formal Care versus Informal Care 
 
Formal Caregivers 
Formal caregivers are volunteers or paid care providers associated with a service system.  
Service systems might include for-profit or nonprofit nursing homes, intermediate care facilities, 
assisted living, home care agencies, community services, hospice, church or charity service 
groups, adult day care, senior centers, association services, state aging services, and so on.   
 
Informal Caregivers  
Informal caregivers are family, friends, neighbors, or church members who provide unpaid care 
out of love, respect, obligation, or friendship to a disabled person.  These people far outnumber 
formal caregivers, and without them this country would have a difficult time providing funding 
for the caregiving needs of a growing number of eldercare recipients.   
 
Depending on the definition of caregiving, estimates of the number of informal caregivers range 
from 20 million to 50 million people.  This could represent about 20% of the total population 
providing part-time or full-time care for loved ones.   
 
About two-thirds of those caregivers for people over age 50 are employed full-time or part-time 
and two-thirds of those–about 45% of all working caregivers–report having to rearrange their 
work schedule decrease their hours or take an unpaid leave in order to meet their caregiving 
responsibilities.   
 
The average amount of time informal caregivers provide assistance is 4.5 years, but 20% will 
provide care for 5 years or longer.  (National eldercare survey 1999) 
 
Understanding the Progression of Care Commitment 
The chart below illustrates the relationship of informal care to formal care.  As care needs 
increase, both in the number of hours required and in the number or intensity of activities 
requiring help, there is a greater need for the services of formal caregivers.  Unfortunately, many 
informal caregivers become so focused on their task, they don't realize they are getting in over 
their heads and that they have reached the point where partial or total formal caregiving is 
necessary.  Or the informal caregiver may recognize the need for paid, professional help but does 
not have the money to pay for it. 
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Depending on what causes the need for eldercare, a care-recipient could start out at any point on 
the curve below.  For instance, a stroke, injury, or sudden illness may result in the immediate 
need for a significant caregiver commitment or full time professional care.  On the other hand, 
the slowly progressing infirmity of old age, the slow onset of dementia, or a progressively 
deteriorating medical condition may only require occasional help; beginning with intermittent 
care from an informal caregiver but gradually progressing to the need for full time, formal care. 
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 Life Resource Planning 
 
 
Very few people plan for the eldercare part of their lives, but planning for care is as important, if 
not more important than their retirement plan.  If we do not plan, we are leaving our last years in 
someone else's hands.  In the following example  we see that as much as our children love us and 
mean to do right by us, they cannot possibly know what we want if they are not told.   
 
Ruby, age 80, lost her husband.  She had cared for him at home after his stroke.  Understandably, 
she felt lost and depressed after his death.  An inner ear infection caused Ruby to lose her 
balance, and she fell, breaking her hip.  While she was in the hospital, recuperating from surgery, 
Ruby's children were deciding her future.   
 
Concerned for her health and safety, they moved some of her belongings to an assisted care 
facility.  Upon Ruby's release from the hospital, she was taken to her new home at the facility.  
Between pain medication and the unfamiliar surroundings, Ruby never was herself again.  She 
spent her last days asking what had happened to her home and items in it that meant so much to 
her.  Though her children had her best interest at heart, they did not know how Ruby wanted to 
spend her elder days. 
 
An article on the AARP website titled, "Talking about Independent Living" states, 
 
"Research has shown that, as people age, they prefer to continue living independently, preferably 
in their own homes.  While adult children often worry about their parents’ situation, it can be 
difficult to know if parents really need, or want, help from their children."  
 
The article continues to suggest ways for children to talk to their parents about health, and 
finances, driving, taking medication, and living alone. 
 
We agree whole-heartedly that children and parents should talk about all these things, 
except the parents should be the instigators and set the plan for the children to follow.   
What do you want your children or friends to do in your behalf?  When it comes time for them to 
help, you may not be physically or mentally able to execute your wishes.  This is where your 
eldercare plan comes into effect. 
 
There is a lot to learn about eldercare.  A large amount of material is put out to help you with the 
decisions that need to be made.  Learning what eldercare is and how to qualify for Federal 
government aid or state services is very important.  You may need a lot of care or a little.  It may 
be home care, assisted living care, or nursing home care.  
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Reasons to make your plan now 
 

 Avoid the mistakes of parents 
 Reduce the future burden on family members 
 Provide funding in advance 
 Complete estate planning 
 Make wishes known in advance 
 Provide advance medical directives 
 Provide financial information 
 Provide an inheritance in advance for family members 
 Provide training on whom to contact for help 

 
Finding Help for Current Caregiving Needs for Loved Ones 
Eldercare planning can also be useful for older people who failed to plan when they were 
younger.  These people will likely be forced to rely on Medicaid for their care.  Making a plan 
offers strategies to lessen the financial and emotional impact on potential Medicaid recipients 
and their families.  Going through the four steps of planning can help you make the best 
decisions for their care. 
 
Immediate Planning Needs 
 

 Handling the care crisis for family caregivers 
 Education on caregiving options 
 Determining how best to handle financial costs 
 Determining desires or wishes of your elder parent 
 Knowing where to turn for help 
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Understanding Care Settings 
 
 
Considering where you want to live at the time of retirement is a big factor in your eldercare 
plan.  At retirement, your health may be good and consideration of eldercare needs in the future 
is easily disregarded at this time; when, in fact, this is the best time to develop a plan.  Plans 
should be centered on remaining at home as long as possible. 
 
The chart below puts into perspective the number and types of senior living arrangements at the 
end of the year 2000.  By far, the majority of older adults are remaining in their homes or in the 
homes of their families. 
  

Estimates of senior living arrangements in the United   
States at the end of the year 2000.   

total 
numbers  

percent of 
total age 
65+ 
population  

U.S.  population age 65 and older  34,992,000  100.0%  

Age 65 and older owning and living in their own homes  27,434,000  78.4%  

Age 65 and older renting, living with family or other  2,976,000  8.5%  

Available assisted living beds  1,706,000  4.9%  

Age 65 and older residents living in nursing homes  1,475,000  4.2%  

Available seniors apartments  821,000  2.3% 

Available independent living community beds  239,000  0.7%  

Available continuing care retirement community beds  171,000  0.5%  

Available units, combined care communities  171,000  0.5%  
  
Census information was derived from the national census online.  Seniors owning their own homes and age 65 and over nursing home residents 
were taken from the 2003, Statistical Abstract Of The United States.  All other data were derived from the following source:  
"The NIC National Supply Estimate of Seniors Housing & Care Properties  
 
Whether you are considering selling your home and purchasing a retirement home, renting an 
apartment, moving to an assisted living community, or staying in your current home, these 
choices determine the type of care options you put into your plan. 
 
Below are listed some of the living arrangements available for seniors.  We also note whether 
they have eldercare available as well as financial help. 
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Retirement Communities   
Retirement communities are very popular with people 55 and older.  Many of these communities 
are built in resort areas where climates are warmer.  Community living arrangements typically 
include recreational amenities for the elderly.  In contemplating a move, it may be wise to 
consider retirement communities that have the availability of care services, should the need arise 
in the future.   
 
Some retirement communities provide what might be called supportive care.  This might be help 
in the form of prepared meals, housekeeping services, transportation, planned events, and 
reminder services.   
 
Master Planned Active Adult Communities 
Adult communities are often called by descriptive names such as "resort community", "golf 
community", or "adult retirement community".  These master planned communities are 
developed specifically for people over certain prescribed ages such as age 55, age 62, or age 65.  
At least one member of the household must meet the age restriction.  These arrangements almost 
always offer individual, owner-occupied units.  The appeal of these communities is to offer 
active seniors, selling their existing house, to trade equity from the old home into a newer, 
attractive unit about the same size or larger. 
 
This housing varies from simple apartments to high rise condominiums to single family detached 
housing.  Costs range from a low of $25,000 (800 sq.  ft.  manufactured home) to well over 
$500,000.  Some communities are upscale exclusively and may cater only to high income 
seniors.   
 
Planned Communities with No Age Restrictions 
Seniors who do not want to live in a structured adult retirement community may choose a 
Planned Unit Development that contains several sizes and options of dwellings and has no age 
restrictions.  A PUD gives them the opportunity to live in a mixed-age neighborhood, perhaps in 
a more secure area, where some of the headaches of home ownership--such as yard care--have 
been removed. 
 
Purchasing costs of a dwelling in a Planned Unit Development vary from type and size of the 
structure, as well as location.  Generally cost is equivalent to current real estate prices in the area. 
 
Condominiums 
A condominium, or condo as it is commonly called, is a form of ownership and not a 
development plan.  However, a condo project may be part of a planned community as well.  The 
owner of a condo unit has title to all of the interior airspace and the interior walls, ceilings and 
floors of the dwelling unit.  The rest of the superstructure including the exterior, the land, and all 
of the amenities belong to all the other condominium owners as common property.   
 
The advantage of owning a condo is that the dwelling space is solely owned and not a rental, 
thereby allowing the owner to carry a mortgage that would someday be paid off.  Or the owner 
may elect to pay cash and never have to make payments again.  Senior-only condominium 
projects are available. 
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 Purchasing costs would be consistent with real estate in your area.   
 
Manufactured Housing Communities (Mobile Home Parks) 
A growing number of manufactured housing communities own the land comprising the 
community on a cooperative basis.  Cooperative ownership gives manufactured home residents 
control over management and operating costs of the park, while owning a manufactured home of 
their own.  In these communities, you will be renting the lot for the manufactured home you 
own. 
 

 
 
Seniors Apartments 
Seniors only apartments allow seniors to rent in a community with people their own age.  Senior 
renters may be individuals who have owned a home or have been renting all of their life but 
desire to move to a community that supports a senior lifestyle. 
 
Senior apartments can vary in terms of services but typically offer apartment living and services 
designed specifically for independent active seniors 55 and older.  Senior apartment complexes 
are usually located near senior centers, parks, shopping malls, golf courses, and public 
transportation.  Many offer van services along with monthly road trips to shows and casinos.  A 
large number of seniors apartments provide government rent subsidies for low income seniors. 
 
Independent Living Facilities and Congregate Housing 
Independent living or congregate housing communities are residential communities for older 
adults who want an enjoyable lifestyle free of the worries and trouble of home maintenance.  
They are similar to apartment, condominium, or single-family developments except that they 
provide special services, including security—an important consideration for many residents.   
 
Most independent living communities are fully secured; staff members greet and screen all 
visitors around the clock.  Residents can leave home for extended periods of time knowing that 
their living quarters will be safe.   
 
Many of these communities provide housing to people with lower income and as a result, often 
lack the amenities of communities discussed previously.  Some of these communities also 
provide government rent subsidies for very low income residents. 
 
Another difference between this living arrangement and those discussed previously is there is 
often more accommodation made for care.  These communities may offer linen services, maid 
service, handyman help, meal programs, transportation and even help in getting around the 
facility as long as it doesn't require a major commitment from the staff.   
 

Ownership in retirement communities, master-plan adult communities, condominiums 
and manufactured housing, as well as staying in your currently owned home, provides 
the following advantages for future long term care needs. 
 Financial benefits: home equity loan, reverse mortgage, cash from sale of property 
 Long term care benefits and services:  Option to remain living in your own home 

and paying for home care services as needed.    
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In many respects these communities are similar to assisted living except assisted living also is 
licensed to provide additional care services such as help with bathing, dressing, toileting, 
diapering, medicating, help with daily living decisions, and help with moving from one place to 
another.  Some independent living communities accommodate care needs by providing access to 
home health services from an independent agency.   
 

 
Assisted Living Facilities 
Assisted living is exactly as it says.  Living in an apartment or facility where you receive 
assistance with daily personal needs.  Residents remain independent while receiving assistance 
as needed with personal care, medications, transportation, housekeeping, meals, and other daily 
living needs. 
 
Assisted living facilities offer a less expensive and often more desirable arrangement to a nursing 
home.  They are designed for those people who have some care needs, but don’t have the 
physical, medical, or mental impairments that require a nursing home. 
 
Assisted living definitions vary from state to state.   Each state has its own licensing 
requirements and regulations for these types of facilities.  Thus they may be titled differently and 
offer varying degrees and types of services depending on state law.   
 
The structure of assisted living facilities can range from a dwelling that looks like a home in a 
residential area where the caregiver is the owner and single proprietor, to a large, apartment-style 
building staffed with many employees.  The care style is different in these two examples.   
 
A board-and-care in a residential area, with three to eight beds provides a homelike environment 
and closer association with the other residents.  Each resident has his or her own room and 
bathroom.  Living room and dining areas are commonly shared with other residents.  With little 
support staff, you need to be mobile enough to get yourself around, and other services may be 
limited.   
 
In contrast, large assisted living facilities may be staffed with 24 hour nursing care, a help desk, 
entertainment, and educational programs and provide large private apartments.  Arrangements 
are sometimes made for home health agencies, therapists, or visiting doctors for residents’ needs.  
Transportation, excursions and field trips are also available. 
 
No matter the size, assisted living facilities offer individual choices, independence, and security 
of not being alone. 
 

Senior apartment and independent or congregate living facilities provide the following 
options for long term care: 
 Financial benefits:  No significant financial benefits for long term care.  You are 

paying rent or monthly fees and do not own property. 
 Long term care benefits: Some assistance and aid as well as security.  Home care if 

needed will be paid by you. 
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Who Pays for Assisted Living?

Insurance, 2%
Medicaid, 5%

SSI, 14%
Family Out-of-
Pocket, 75%

Other, 4%

When choosing to move to an assisted living facility, you should look to the future at what your 
needs might be.  If you move to a smaller, board-and-care facility and you develop a medical 
condition that requires more care than it can give, you will be looking at another move to get that 
care.  If you do prefer the individual home concept, check to see if home care medical assistance 
can come in to aid you when needed. 
 
The cost of assisted living facilities varies with the type of facility and the services given.  In 
most cases you will pay a regular monthly rent which will include meals and housekeeping.  
Services beyond that may be charged separately.  Costs and services also vary from state to state 
because there are states that allow only limited services and some that even allow full nursing 
home care in assisted living facilities. 
 
Some facilities provide levels of care based on need, and charges are uniform for each level.  For 
instance level 1 may cost an additional $400 a month and level 2 might cost $800 for more a 
month. 
 
Long term care insurance will cover all or part of assisted living costs.  This includes care costs 
and room and board.  All modern comprehensive eldercare insurance policies cover assisted 
living upon meeting the qualifying requirements.   
 
Medicaid--if it pays at all--typically will only pay for “care costs” and not for room and board.  
Care costs include things like help with bathing, dressing, incontinence, medications, and nursing 
needs.  Medicaid qualifications must be met.  Medicare does not pay for assisted living.   
 
For the most part, assisted living is paid for by personal funds. 

Source: 2005 Statistical Abstract of the United States 
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Continuing Care Retirement Communities  
Continuing care retirement communities--sometimes called life care communities--have been 
around for over 30 years.  These are typically exclusive upscale retirement complexes for people 
with a sizable down payment such as $200,000 and the ability to pay monthly fees of anywhere 
from $1,500-$3,000 per month.  They are almost exclusively built and maintained by nonprofit 
corporations or religious organizations.   
 
The original concept for CCRCs was to guarantee the residents a permanent retirement living 
arrangement where they would never have to move.  If the need for care in one of these 
communities were to arise, the community would furnish, at no additional cost, home care, 
assisted living or nursing home care.   
 
Unfortunately, the escalating cost of eldercare services has made it impossible for many of these 
communities to guarantee eldercare at no additional cost.  Services are still available, but in 
many of these communities the residents must pay additional out-of-pocket for eldercare. 
 
Combined Care Communities 
These communities combine independent living, assisted living, and a nursing home within the 
same building or separate buildings in close proximity on the same campus.  These communities 
do not require a sizable down payment, but they are generally not as fancy or exclusive as 
continuing care communities either.  The combined care community may also own a home 
health agency as well, thus providing a full spectrum of care.  There are several benefits to this 
arrangement. 
 
1.  As the need for care progresses you can remain in the same   
     facility to receive it. 
2.  If you have a spouse living with you, who needs more extended 
     care, you both can remain together in the same place. 
3.  The facility will become your home with friendships and perhaps  
     in an area close to family.  Being able to remain in the same  
     place as the need for care escalates, can be mentally and 
     emotionally satisfying. 
 
One example of choosing this type of retirement living arrangement is Gerald and his wife 
Kathy.  In their late 60's, they wanted to sell their home and move to a retirement community.  
Their desire was to move where they would not have so much maintenance on a home and could 
enjoy social activities with other seniors.  Another consideration in their move was Gerald's 
diabetes and Kathy's arthritis.  Both were starting to have some physical problems from years of 
suffering with these illnesses.  Living in a combined care community would give them the 
freedom they needed now with the security of assisted living available in the future. 
 
Five years after making their move, Kathy suffered a severe stroke, making her need for care 
critical.  It was determined that she needed the care in the nursing home section of the combined 
care campus.  Gerald felt at this time, he would do better living in the assisted living building 
connected to the nursing home.  There he would receive assistance with meals, medication, and 
other personal needs.  He would be close to Kathy and could walk to her room often for visits. 
 



 17

Assisted living, continuing care retirement communities and combined care communities 
provide the following resources for long term care: 
 Financial Benefits:  Mostly out of pocket payment for rooms and services until a 

medical need may result in Medicaid funds.  Long term care insurance may pay all or 
part depending on your policy requirements. 

 Long Term Care Benefits:  Assistive care, security, medical care and nursing care 
depending on facility. 

The transition to different living arrangements to match the care they needed was quick and 
simple.  There was very little change to adjust too and their friends in the retirement community 
were still close by. 
 
Costs of living and care in these types of communities are comparable to assisted living and 
nursing homes.  Long term care insurance may pay for all or part of the cost.  Medicaid will pay 
for nursing home costs.  Medicare does not pay for assisted living, but will pay some domiciled 
nursing home costs under certain circumstances. 

 
Nursing Homes 
Nursing homes provide a cost-effective way to enable patients with injuries; acute illnesses or 
postoperative care needs to recover in an environment outside a hospital.  About 91% of the 
1,650,000 US nursing home residents are over the age of 65. 
 
Nursing homes serve two kinds of residents.  The first are those who have been discharged from 
the hospital for rehabilitative care.  Medicare pays for a limited time for this kind of nursing 
home care. 
 
Second are residents who may suffer from chronic physical or mental disorders or they may 
simply be feeble and unable to move about, bath themselves, or provide their own meals.  These 
are eldercare residents.  Medicare does not pay for their type of care, but Medicaid typically will 
pay.  These people are often referred to as "eldercare" residents. 
 
It is hard to determine the length of time a stay in a nursing home will be.  It depends on if it is 
for temporary rehabilitation or eldercare for something like dementia.  According to the 1999 
National Nursing Home Survey the average length of stay for all residents is 2.44 years.   

 
How Do You Select a Nursing Home for Eldercare? 
 

 Choice Made by Hospital Discharge Planner 
You may not need nursing home care until after an illness or injury has sent you to the 
hospital for treatment.  All hospitals have a discharge planning service.  One responsibility of 
this planning service is to assess and arrange for post-hospital care if necessary.  If the 
discharge planner determines a need for nursing home care, then he or she usually chooses 
the appropriate facility with consent of the patient and family.  Your doctor also has to have 
visiting arrangements with the nursing home where you will be.  The planner also arranges 
for Medicare.        
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As a prospective purchaser, you do not have to agree with or accept the planner's decision, 
and you can offer an alternative location if you feel more comfortable.  The facility, however, 
has to be a skilled nursing provider and a staff doctor must be available on a 24-hour 
emergency basis.  The facility must also have access to a hospital with emergency room 
treatment. 
 
 Referral 
Many nursing home admissions are not made directly from a hospital, so the potential 
resident, or more likely the family, must choose a facility among perhaps dozens in his area.  
Selection of the appropriate home is important, especially in light of the proliferation of 
abuse and neglect problems.  A valuable resource is a good referral from friends or relatives 
who have had someone close to them in a nursing home.  Make sure they are familiar with 
the quality of care in the facility they are recommending. 

 
 Phone Survey 
It's a good idea to call all the facilities in your area and ask for bed rates.  Also ask about staff 
turnover; age of the facility; whether the rate includes extras such as diapers and personal 
items; whether it is a chain, locally owned or nonprofit, and whether they offer the level of 
care you need.  You can eliminate a number of facilities before you take the next step of an 
inspection tour. 

 
 Amenities Are Nice, But... 
The newness of a facility and the amenities say nothing about the quality of care.  Nor is a 
high daily bed rate always an indicator of better care.  Many older facilities have lower fixed 
costs, and they may be able to give quality care at lower rates even if the surroundings are 
not so spiffy.  The staff is the key to a quality nursing home stay, not the physical 
surroundings.  A good indicator of quality is how long staff members have been with the 
facility.  Long tenures usually mean job satisfaction.  These people probably enjoy working 
with residents and are likely to have a good rapport with their charges and dispense high 
quality care.  Always ask about tenure and turnover rates.                                                                                 
 Inspection Tour 
When possible, make visits at various times during the day to the nursing home you are 
interested in to make personal observations of the staff and residents. 

 
 Checklists 
There are numerous checklists and evaluation helps on the internet to assist you in the 
selection of a nursing home in your area.   

 
Costs for Nursing Home Care 
The cost of a nursing home depends a great deal on where it is located in the country and 
whether it charges more for private paying patients versus Medicaid and Medicare patients.  The 
Internet is replete with nursing home search services and prices in any given area, with specific 
nursing homes, can easily be determined.   
 
Nursing homes look very much like hospitals.  Staff is housed in accessible nursing stations.  
Residents live in utilitarian, hospital-like rooms with little or no privacy, and they sleep on 
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hospital beds and are usually referred to as "patients" by the staff.  Hospital pricing models are 
also used.  Residents are charged daily flat rates for semiprivate or private rooms just like a 
hospital.  Extra services and supplies are added to the bill.  This pricing model assumes that all 
residents require the same supervision and care.  Of course this is not true.   
 
Medicare Nursing Home Coverage 
Traditional Medicare will pay for 20 days of a skilled nursing care facility at full cost and the 
difference between $137.50 per day (2010 rate) and the actual cost for another 80 days.  Private 
Medicare supplement insurance usually pays the 80 day deductible of $137.50 per day.  
However, Medicare often stops paying before reaching the full 100 days.  When Medicare stops, 
so does the supplement coverage.   
 
To qualify for Medicare nursing home coverage, the individual must spend at least 3 full days in 
a hospital and must have a skilled nursing need and have a doctor order it.  The transfer from a 
hospital must occur within a certain time period.  The new Medicare Advantage Plans generally 
cover nursing homes differently from traditional Medicare.  Most plans require payment upfront 
as opposed to traditional Medicare that pays 100% first. 
 
There is a misconception that Medicare automatically covers up to 100 days of all nursing 
home stays.  In reality, 100 full days of Medicare coverage is not that likely.  When the 
skilled nursing need is not required, then Medicare stops paying.   
 
Not all nursing home admissions come from a hospital--a prerequisite for Medicare coverage.  
Note from the chart below that less than half of all nursing home admissions are from the 
hospital.  Also, a hospital stay resulting in nursing home care does not automatically qualify for 
Medicare coverage.  The stay may have been less than 3 full days or there may not be a skilled 
need. 
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Medicaid 
Medicaid is a welfare program, jointly funded by the federal government and the states and 
largely administered by the states.  In 1998, Medicaid paid for 46.3% of the $88 billion received 
by all US nursing homes.  To qualify for Medicaid a person must spend down his or her liquid 
assets to less than $2,000 and his or her monthly income must be insufficient to cover the cost of 
care.  (More details about Medicaid qualifications under STEP 2)   
   
Insurance 
Insurance is an alternative source of funding for long term nursing home care.  From virtually 
nothing in previous years, insurance paid 7.5% of nursing home receipts in 2002.  This 
percentage is increasing every year.   
 
The government is also sending a clear message it wants private insurance to play a larger role.  
This began with the recommendation of the Pepper Commission in 1992 and continued with the 
HIPAA legislation in 1996 and on to the offering in 2003 of eldercare insurance for federal 
workers, military, retirees and their families.   
 

Nursing Home Costs by Source of Payment, 2002
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Home Care 
 
Living In Your Home with Care Provided by Others 
Eldercare provided in the individual's home is the most preferable to the aging elderly.  It is the 
type of caregiving that comes about naturally as the need for help with daily activities becomes 
necessary for one living in his or her own home.  There are two types of home care providers: 
informal and formal. 
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Informal Caregivers 
Informal caregivers are usually non-paid individuals who primarily provide home care and fulfill 
the needs of a disabled person.  Family members are considered informal caregivers. 
 
Home care is almost always provided in the home of the recipient or the home of a family 
member or friend.  Home care may, under certain circumstances, be offered in other settings 
such as group homes or independent retirement communities.  Below are some of the activities 
provided by or supervised by informal caregivers. 
 

 Help with walking, lifting, and bathing 
 Help with using the bathroom and with incontinence 
 Providing pain management 
 Preventing unsafe behavior and preventing wandering  
 Providing comfort and assurance or arranging for professional counseling 
 Feeding  
 Answering the phone 
 Making arrangements for therapy, meeting medical needs, and doctors' appointments 
 Providing meals 
 Maintaining the household  
 Shopping and running errands 
 Providing transportation  
 Administering medications 
 Managing money and paying bills  
 Doing the laundry 
 Attending to personal hygiene and personal grooming  
 Writing letters or notes 
 Making repairs to the home, maintaining a yard, and removing snow 

 
Formal Caregivers 
Formal caregivers are mostly paid care providers associated with a service system.  Care is 
provided by home care companies, aging services, assisted living, hospice care and nursing 
homes. 
 
More people are using informal and formal home care over community care or nursing home 
care.  The chart below shows the average care setting and length of time for elderly over age 65. 
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Courtesy the National Care Planning Council 

 
Cost of Home Care 
"As our society ages, the question of how we finance eldercare services will become even more 
pressing.  About 9 million adults currently receive eldercare assistance, either in community 
settings or in nursing homes.  Over 80 percent of those adults reside in the community, not in 
institutions.  Among those 85 and older, about 55 percent require eldercare assistance.  Nearly 
60 percent of elderly persons receiving eldercare assistance rely exclusively on unpaid 
caregivers, primarily children and spouses.  Only 7 percent of the elderly rely exclusively on 
paid services."  Congresswoman Nancy L.  Johnson (R-CT), Chairman, Subcommittee on Health of the 
Committee on Ways and Means-- 2005 
 
There is usually little ongoing cost for informal caregiving done by family members and 
volunteers since these services are mostly furnished free of charge.  However, there is a growing 
trend for out-of-state or fulltime employed family caregivers to bring in paid provider services 
for home care.  There can also be significant costs for supplies, medications, hospital equipment, 
and home modification even without a paid caregiver.   
 
Supplies could include diapers, wipes, pads, and personal hygiene supplies.  These are paid 
typically out-of-pocket and surprisingly could cost as much as $200.00 to $400.00 a month.   
 
Hospital equipment includes such things as special air beds, walkers, wheelchairs, scooters, 
stools, oxygen equipment, crutches, and hospital beds.  Some of this cost may be covered by 
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Medicare, but co-pay must be made unless the recipient has a Medicare supplement policy which 
should pick up the additional cost.   
 
Home modification could include building ramps, widening doorways, installing special showers 
and toilets, installing lifts, and handrails.  These costs are borne by the care-recipient or her 
family.   
 
As a general rule, government programs will not pay for any home care unless there is a 
medical need.  Specific qualifications are necessary to receive government financial aid.   
 
Medicare will pay for home care services on a limited basis to help a person who is homebound, 
recover from an injury or medical condition.  Medicare provides a home health agency about 60 
days worth of payment to help with the recovery.  If the recipient fails to respond, deteriorates, or 
is not improving in any way Medicare will no longer cover the cost of care. 
 
Local area agencies on aging, sometimes in conjunction with Medicaid, will often pay for home 
repairs, transportation, and snow removal for low income recipients.  In addition, many low 
income people can receive rent subsidies and help with utility bills from Federal and local 
governments.  The local area agency on aging can furnish information on these programs. 
 
For people with low incomes, area agencies on aging provide some free help.  There are 
volunteers who will sit with a care recipient to give some free time to the caregiver.  There are 
Meals-on-Wheels at no cost or very low cost.  Senior centers are usually sponsored by area 
agencies on aging, and they sometimes provide transportation for a disabled person at home.   
 
The Veteran's Administration will also pay for home care for qualifying veterans on a basis 
similar to Medicare.  Under VA rules--as with Medicare--there must be a medical need for care 
in the home.  VA has additional restrictions where the recipient must have a substantial service-
connected disability and must be very low income. 
 
For people who do not qualify as low income and have assets, the cost of homecare is paid from 
personal funds.  If the family finds it necessary to bring in a homecare agency to help with 
lifting, bathing, walking, incontinence, toileting, dressing, or supervision the cost could be 
anywhere from $12.00 to $25.00 an hour.  Charges depend on the area of the country and 
whether there is a contract for extended weekly services. 
 
For those who had the foresight to buy eldercare insurance, the insurance will cover the cost of 
home care either for help with activities of daily living, with supervision for dementia, and, if it 
is a newer policy, for help with many of the other activities listed at the beginning of this section.  
These activities are called "homemaker services." Most policies will pay, in addition, for home 
modification and other necessary training and support to help a person remain in the home.   
 
Adult Day Services 
Other terms used for this type of care are: adult day centers, adult day care center, adult day 
health services, adult day residential care, and medical adult day care services. 
 



 24

Adult day care services have been around for about 30 years.  A survey completed in 2001 put 
the number of adult day care centers at 3,493 nationwide.  The survey by Partners in Caregiving 
also indicated that at least twice as many centers are needed as are currently available.  The 
National Adult Day Services Association estimates current numbers of adult day care providers 
at around 4,000. 
 
Adult day services offer an ideal alternative to caregivers by providing a daytime care 
environment outside of the home.  The care recipient receives supervision and possibly some 
limited care while the caregiver has a break from the routine of daily caregiving.  This gives the 
caregiver needed time for herself or himself and some peace and quiet to relieve the stress of 
caregiving.  The care center might also offer transportation at an additional small cost to 
transport the loved one to and from the center. 
 
There are two types of services; traditional model and health care model.  The traditional model 
typically provides activities and supervision for older adults in a safe environment.  The medical 
model provides nursing services, therapy, and counseling services in addition to supervision. 

 
Housing for the Elderly Poor 
According to the U.S.  census bureau, in 2002, 31% of households with a member over the age 
of 65 made less than $1,250.00 per month.  It appears from these data, roughly one in three of all 
elderly households are struggling to get by.  For those elderly poor, who are paying rent or still 
paying mortgages, the census bureau estimates well over 50% of household income goes towards 
housing costs.  It's not surprising that at least 1/3 of all housing for the poor is occupied by 
people over age 65.  Nationwide there are 2.9 million subsidized apartments available for 5.1 
million low income families that could qualify for government assistance with affordable 
housing.  Many of these are elderly.   
 
The elderly frequently are reluctant to find out about low income housing options and many are 
missing out on opportunities for comfortable housing at affordable prices.  The best source for 
those over age 65 to find out about low income housing in their area is to contact their local area 
agency on aging.  This is an extremely valuable resource and should be utilized.  There are about 
655 AAA's serving every urban and rural corner of the United States 
 
Hospice Care 
Hospice is a program involving medical personnel and volunteers to give comfort and support to 
someone who is expected to die within six months.  Rather than trying to cure the condition 
causing death, hospice is designed to: 
 

 Provide care in the home in familiar surroundings or in specially designed inpatient 
facilities 

 Provide medication to relieve pain 
 Provide appropriate physician and skilled nursing services for end-of-life care 
 Provide adequate nutrition and hydration if necessary 
 Give help with activities of daily living such as bathing, toileting, and feeding 
 Support and give comfort to the family or family caregivers 
 Provide bereavement support for the family, up to 13 months after the loved one has died 
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Hospice care allows terminally ill patients and their families to remain together in the comfort 
and dignity of the home.  In addition, hospice care allows family members to take an active role 
in providing care or supplementing the care provided by formal caregivers such as a nurse, 
physician, social worker, dietitian, counselor, clergy, or volunteers.  The hospice team makes 
regular visits and does as much caregiving as required.   
 
Care can be provided in the home, in special hospital settings, in nursing homes, or in stand-
alone hospice facilities.  A lot depends on the amount of care needed.   
 
Hospice care for the aged is a program paid for entirely by Medicare but only if the person 
receiving hospice is enrolled in Medicare.  Fortunately, virtually everyone over age 65 is 
enrolled in Medicare.  Medicare will not cover the cost of room and board in a facility dedicated 
entirely to hospice. 
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Community and Government Eldercare Programs 
 
 
About Government Eldercare Programs 
It is interesting to note that a large majority of the American public still believes that the 
government will provide eldercare when needed.  Care is generally only available for people 
with very little income and no assets.  And for many services, even for these folks, there are 
roadblocks and waiting lists.  It is this misconception about government programs that most 
likely prevents people from planning for care for themselves. 
 

 
 
Community Groups and Services 
There are many private, religious, and government organizations across the country that provide 
supportive services for older people.  Many of these services center around helping people stay 
in their homes and avoid having to go to live in an institution or perhaps move in with family.  
Because of the emphasis on helping people remain independent, many community aging 
programs could be viewed as eldercare programs.  Community services may provide 
socialization or service opportunities which might include: 
 

•  Meals served at home or in community centers  
•  Transportation and shopping for people who can't drive  
•  Home repairs, yard work, telephone support, caregiver support 

 
Private support groups in the community might include the Red Cross, United Way, women's 
auxiliaries or business groups.  Many religious denominations support eldercare services for their 
elderly members as well as nonmembers.   
 
Both private and religious groups often provide services for free to people with little income and 
few assets.  They may, however, charge people for services who have adequate income or assets.  
Check your phone book for local numbers for the Red Cross and United Way.  Other listings 
may be under Community Services.   
 
Senior Corps 
Sponsored by the Corporation for National and Community Service, Senior Corps has a senior 
companion program where seniors 60 and older offer companionship and aid to homebound 
elders with visits, transportation, and friendly support.  You can contact their national office or 
search on their website for a Senior Corps organization in your state.   
http://www.seniorcorps.org/ 
 
Senior Centers  
Senior Centers are often the focal point for all aging services in a community.  Experts or contact 
people are housed in senior centers and can provide information and service in the center itself or 
refer out to other organizations that can help.  The community-served meals or congregate meals 
in senior centers are a means for attracting older people into the centers.  Seniors can then be 
exposed to the many services that are available.  You can locate your local senior center in your 
phone book under "senior centers" or "state aging services." 

Only 16% of all long term care services 
are provided by the government.
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Administration on Aging 
The Administration on Aging oversees a wide array of home and community based services for 
over 8 million elderly individuals each year, which is 17 percent of all people aged 60 and older - 
including 3 million individuals who require intensive services and meet the functional 
requirements for nursing home care.  The agency also provides direct services to over 600,000 
informal caregivers each year, who are struggling to keep their loved ones at home.  This 
national aging network is the largest eldercare provider network in the country. 
 
There are 655 area agencies on aging in every state and territory of the United States.  State 
aging units, under direction from the Administration on Aging, oversee and coordinate the 
activities of area agencies on aging in their states.  Services are numerous but concentrate 
primarily on helping elderly people remain independent in the community, delaying the 
possibility that they will need help in a facility.  Area agencies also support caregivers and 
coordinate Medicaid programs for home care and assisted living.  Agencies also support 
caregivers and grandparents caring for their grandchildren.  Here is a list of more common area 
agency on aging services. 
 

 Access Services such as transportation, outreach, information and assistance, case 
management, and so on  

 In-Home Services including homemaker and home health aides, home repair, snow 
removal, chore and maintenance, supportive services for families of older individuals who 
have Alzheimer's disease, and so on 

 Community Services such as adult day care, senior centers, legal assistance, recreation, 
and so on 

 Community Served Meals and meals on wheels 
 
State aging departments and area agencies on aging offer limited free legal advice to qualifying 
persons under the Older Americans Act.  The local area agency on aging has an advisory service 
for help with understanding Medicare, Medicare supplements, Medicare advantage, and 
Medicare Part D.   
 
A local area agency on aging can be reached by dialing 211. 

 
Eldercare Locator 
1.800.677.1116 
The Eldercare Locator is a national toll free referral number funded by the U.S.  Administration 
on Aging.  You can call this number with questions or needs, and they will direct you to a 
specialist in your area who can help you.  They have information in all areas of aging services 
including help for caregivers.  Eldercare Locator Information takes calls Monday to Friday, 9 
a.m.  to 8 p.m.  Eastern Standard Time.  Voice messaging is available 24 hours a day for you to 
leave a call back number. 
 
Food Stamps  
Various food and nutrition programs to help low income individuals and families are available.  
You must meet certain eligibility requirements.  One of the most familiar programs is the Food 
Stamp Program.  To apply to the program, you can contact your local Food Stamp office to set 
up an interview.  You must qualify through income and asset tests. 
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Housing Assistance  
Housing assistance programs help support and protect low income families, older Americans, 
and the disabled.  You may seek advice from your local area agency on aging to find safer 
neighborhoods, low-cost housing, or services such as Meals-on-Wheels.  There are government 
assistance housing options that include public housing, section 8 and housing choice vouchers, 
and section 202 housing support.  The local city or county housing authority in your state, which 
administers housing and community development programs, is another resource for housing 
assistance.  There are qualifying income and asset tests to qualify for housing assistance.   
 
Low Income Energy Assistance Program 
Your local Low Income Home Energy Assistance Program (LIHEAP) may be able to help you 
pay for your heating and/or cooling bills, or weatherization of your home.  LIHEAP is a federally 
funded energy assistance program that is run by the nation’s states and territories.  You must 
apply for this program.  Your area agency can help locate these services for you.  There are 
qualifying income and asset tests. 
 
Medicare 
Medicare was the vision and campaign promise of President John F.  Kennedy to provide 
universal medical insurance to all aged Americans.  His untimely death did not allow him to 
fulfill his promise, but President Lyndon Johnson was able to win passage of the plan in the form 
of amendments to the Social Security Act.  Passed in 1965, Title VIII of the amendment 
established Medicare and Title IX established Medicaid. 
 
Medicare Part A and B is now the health insurance plan for all eligible individuals age 65 and 
older and certain younger disabled persons.  Medicare Part D is the drug prescription program.   
(More detail about Medicare payments for eldercare under STEP 2) 
 
Medicaid 
Medicaid is an assistance program for certain low income people.  These include: low income 
families with children; people age 65 or older meeting asset and income tests, blind or disabled 
people on Supplemental Security Income; certain low income pregnant women and their 
children, certain types of cancer patients, and people who have very high medical bills and 
qualify financially.   
 
Medicaid is funded by the Federal Government with matching funds from the States.  It is 
largely administered through each individual state.  Although there are broad federal 
requirements for Medicaid, states have a wide degree of flexibility to design their programs.  
States have authority to establish eligibility standards, determine what benefits and services to 
cover, and set payment rates.  Eligibility and services thus vary in each state.  All states, 
however, must cover these basic services: 
 

 inpatient and outpatient hospital services  
 laboratory and X-ray services  
 skilled nursing home care  
 home health services  
 doctor’s services  
 family planning 
 diagnosis and treatment for children 
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Medicaid is for young people and old people alike.  State spending for old people for eldercare 
services has been increasing at an accelerating rate.  Nationwide about 35% of all Medicaid 
expenditures are for eldercare services for the elderly.   
  
Eligibility requirements for Medicaid eldercare can vary for each state, but all states require adult 
age to be 65 unless mentally retarded, developmentally disabled or blind.   Also income and asset 
eligibility for the state must be met.  Because each state sets its own rules, you could qualify in 
one state and not in another.   
 
(More detail about Medicaid requirements and payments under STEP 2) 
 
Veterans Eldercare Services 
The US Department of Veterans Affairs provides three types of eldercare services for veterans.   
 
The first are benefits provided to veterans who have service-connected disabilities.  These 
services include home care, assisted living--or as it is sometimes called, domiciliary care--and 
nursing home care.  There are strict income and service-connected disability requirements for 
receiving this care. 
 
The second benefit is state veterans homes.  VA, in conjunction with the states, helps build and 
support state veterans homes.  Money is provided to help with construction and a daily subsidy is 
provided each veteran using these homes.  The majority of these facilities offer nursing care, but 
some may also offer assisted living, domiciliary and even adult day care.  These homes are 
generally available for any veteran regardless of status and are run by the states, often with the 
help of contract management.  Many states have waiting lists. 
 
The third benefit for veterans is the "aid and attendance benefit" under the Improved Pension 
or Death Pension.  All active-duty veterans who served during a period of war are eligible for 
the pension and the aid and attendance or housebound allowance.  Their surviving spouse and 
dependent children are also eligible for a lesser amount of death pension benefit and allowances 
Veterans under the age of 65 must be totally disabled; however, veterans age 65 and over, 
regardless of health, are considered totally disabled due to age and there is no requirement to 
prove disability.   
 
This can be an extremely helpful benefit for paying the costs of home care, assisted living or 
nursing homes.  There are income and asset tests to qualify for this benefit. 
 
(More about eldercare benefits for veterans under STEP 2) 
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STEP 2 
  
Funding the Cost of Eldercare  
  
Having funds to pay for care expands  
the choices for care settings and providers. 
  
  
  

  
Understanding the Cost of Eldercare 
  
In order to plan financially for eldercare, you need to know what the costs are now and what they 
will be in the future. 
  
Every year MetLife conducts a national survey of nursing home, assisted living, and home health 
agency costs.  This is a valuable resource for determining the cost of care in your area.  You can 
view the September 2009 results on their website.  Type "MetLife nursing home survey" in a 
Google search.  MetLife also publishes a survey on assisted living and home care costs.  The 
search above should give you access to those data as well. 
  
According to MetLife’s 2005 survey the National average cost of a nursing home, private room 
is $203 per day, $74,095 annually.  Cost of semi-private room is $176 per day, $64,240 annually.  
Home care aid average cost is $19 per hour. 
  
Taking into account the cost of eldercare today with added inflation to future costs, it makes 
sense to take steps now to secure finances. 
  
We know that government programs such as Medicare, Medicaid, and Veterans Affairs will 
cover the cost of eldercare under certain conditions.  Medicare will cover rehabilitation from a 
hospital stay or limited care at home if there is a skilled medical need.  However, when the 
skilled medical need ends, so does Medicare payment. 
  
Medicaid will cover both medical and non-medical related eldercare, but in order to qualify for 
Medicaid, a person has to have less than $2,000 in assets and income that is insufficient to pay 
the cost of care.  In other words a person must be impoverished.   
  
The VA hospitals will provide nursing home care and provide home care services for those who 
served in the military, but due to lack of funding and strict qualification rules not many veterans 
qualify for this care. 
  
Before you use any of these government resources, you will probably find yourself paying out- 
of-pocket expenses for informal home care and facing financial decisions that will erode your 
hard-won assets.  Financial preparation done years in advance eliminates a large part of the stress 
that goes with eldercare.  It is well-documented that caregiving stress causes illness, aging 
related problems, and often a premature death for the caregiver. 
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Savings or Asset Conversions to Pay for Eldercare 
 
 
Contingency Funding 
A contingency fund is money set aside in cash or investments that can easily and quickly be 
liquidated to pay for eldercare.  The fund can take two forms: 1) monthly cash payments set 
aside over a long period or 2) retirement savings that are not spent or that are being hoarded in 
old age. 
   
As a rule, if a person can’t qualify for eldercare insurance, then setting aside money is the next 
best alternate.  However, if buying insurance is an option, then it is much cheaper than a set-
aside.  Depending on when care is needed, the set-aside can cost anywhere from 5 times to 
20,000 times the cost of insurance premiums.   
 
You Need to Know How Much to Put Away 
The chart below will help you determine how much money you have to put away monthly in 
order to fund the future cost of eldercare services.   
 
The form also assumes that the cost of care increases by 5% per year.  This means that 14 years 
from now the same service costing $5,000 today will cost $10,000. 
 
Now let’s use the table.  We are using the current table assumptions of $5,000 a month of costs 
increasing annually by 5%.  Suppose you want to know how much money to put away every 
month from now until 20 years from now when you will need care.  Go down the column labeled 
“years” to the number 20.  In the columns to the right determine how many years of care you 
want.  For example, 5 years of care 20 years from now would require $758,085 (Future dollars).  
Now go to the shaded columns on the far right and find the corresponding 5 year benefit column.  
Go down that column to the 20th year and the amount in the box is the monthly amount you need 
to set aside for the next 20 years to fund 5 years worth of care.  This amount is $1,881 per month.   
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Determining The Amount of Money to Set Aside For Care 
Monthly payments needed to fund $5000 a month in  

care costs @ 5% earnings, a 5% annual increase in costs 
 and adjusted for a 25% Federal and state income tax rate. 

          
Monthly Eldercare Cost--$5,000 
Current State and Federal Income Tax--25.0%  
Yearly Increase in Eldercare Cost--5.0%      
Earnings Adjusted for Taxes--5.0%  
 

Years Date 

1 Year's 
Worth of 
Future    
Benefit 
Costs 

2 Years' 
Worth of 
Future    
Benefit 
Costs 

3 Years' 
Worth of 
Future    
Benefit 
Costs 

5 Years' 
Worth of 
Future    
Benefit 
Costs 

Monthly 
Payment 

for a 1 
Year 

Benefit 

Monthly 
Payment 

for a 2 
Year 

Benefit 

Monthly 
Payment 

for a 3 
Year 

Benefit 

Monthly 
Payment 
for a 5 
Year 

Benefit
1 2007 $60,000 $120,000 $180,000 $300,000 $4,984 $9,968 $14,953 $24,921
2 2008 $63,000 $126,000 $189,000 $315,000 $2,551 $5,103 $7,654 $12,757
3 2009 $66,150 $132,300 $198,450 $330,750 $1,741 $3,482 $5,223 $8,705 
4 2010 $69,458 $138,915 $208,373 $347,288 $1,336 $2,673 $4,009 $6,682 
5 2011 $72,930 $145,861 $218,791 $364,652 $1,094 $2,188 $3,282 $5,469 
6 2012 $76,577 $153,154 $229,731 $382,884 $932 $1,865 $2,797 $4,662 
7 2013 $80,406 $160,811 $241,217 $402,029 $817 $1,635 $2,452 $4,087 
8 2014 $84,426 $168,852 $253,278 $422,130 $731 $1,463 $2,194 $3,657 
9 2015 $88,647 $177,295 $265,942 $443,237 $665 $1,329 $1,994 $3,323 

10 2016 $93,080 $186,159 $279,239 $465,398 $611 $1,223 $1,834 $3,057 
11 2017 $97,734 $195,467 $293,201 $488,668 $568 $1,136 $1,704 $2,840 
12 2018 $102,620 $205,241 $307,861 $513,102 $532 $1,064 $1,596 $2,660 
13 2019 $107,751 $215,503 $323,254 $538,757 $502 $1,003 $1,505 $2,508 
14 2020 $113,139 $226,278 $339,417 $565,695 $476 $951 $1,427 $2,378 
15 2021 $118,796 $237,592 $356,388 $593,979 $453 $907 $1,360 $2,267 
16 2022 $124,736 $249,471 $374,207 $623,678 $434 $868 $1,302 $2,169 
17 2023 $130,972 $261,945 $392,917 $654,862 $417 $834 $1,250 $2,084 
18 2024 $137,521 $275,042 $412,563 $687,605 $402 $803 $1,205 $2,008 
19 2025 $144,397 $288,794 $433,191 $721,986 $388 $777 $1,165 $1,941 
20 2026 $151,617 $303,234 $454,851 $758,085 $376 $752 $1,129 $1,881 
21 2027 $159,198 $318,396 $477,594 $795,989 $365 $731 $1,096 $1,827 
22 2028 $167,158 $334,316 $501,473 $835,789 $356 $711 $1,067 $1,778 
23 2029 $175,516 $351,031 $526,547 $877,578 $347 $694 $1,041 $1,734 
24 2030 $184,291 $368,583 $552,874 $921,457 $339 $678 $1,016 $1,694 
25 2031 $193,506 $387,012 $580,518 $967,530 $331 $663 $994 $1,657 
26 2032 $203,181 $406,363 $609,544 $1,015,906 $325 $649 $974 $1,624 
27 2033 $213,340 $426,681 $640,021 $1,066,702 $319 $637 $956 $1,593 
28 2034 $224,007 $448,015 $672,022 $1,120,037 $313 $626 $938 $1,564 
29 2035 $235,208 $470,415 $705,623 $1,176,039 $308 $615 $923 $1,538 
30 2036 $246,968 $493,936 $740,904 $1,234,841 $303 $605 $908 $1,513 

 
Sale of Assets 
Tangible assets that might produce income to pay for eldercare might include investment 
property such as rentals, commercially leased property, land, a farm, second home, or a business. 
 
Some individuals are heavy into real estate and short on cash.  If the intent was to cash out of the 
investment at some future point, then a sale is warranted.  However, it seems a shame to sacrifice 
in early years to establish an investment only to throw it away to eldercare.  It would make more 
sense to use income from the investments to buy long term care insurance. 
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Sale of a Home You Are Living in to Pay for Eldercare 
Selling the home can give you cash needed to pay for assisted living facility, or if you are going 
to live with children, it would give money for home care services. 
 
There are real estate specialists called Seniors Real Estate Specialists (SRES) who are trained 
especially for senior sales and moves.  If it is urgent that the sale and move be made, they are the 
ones to contact.  They handle every aspect of the move to even settling you into your new home. 
 
Reverse Mortgage 
A reverse mortgage is a special type of loan used by older Americans to convert the equity in 
their homes into cash.  The money obtained through a reverse mortgage can provide seniors with 
the financial security they need to fully enjoy their retirement years. 
 
The reverse mortgage is aptly named because the payment stream is reversed.  Instead of the 
borrower making monthly payments to a lender, as with a regular first mortgage or home equity 
loan, a lender makes payments to the borrower.  While a reverse mortgage loan is outstanding, 
the borrower owns the home (just like any other mortgage) and holds title to it but does not make 
any monthly mortgage payments.   
 
The loan becomes due and payable when the borrower ceases to occupy their home as a principal 
residence.  This can occur if the survivor (the last remaining spouse, in cases of couples) passes 
away, sells the home, or permanently moves out of the home.  The home does not have to be sold 
to pay off the loan.  The borrower, or the borrower's heirs, can instead pay off the reverse 
mortgage and keep the home.   
 
The money from a reverse mortgage can be used for ANYTHING: daily living expenses, home 
repairs and home improvements, medical bills and prescription drugs, payoff of existing debts, 
education, travel, long term health care, prevention of foreclosure, and other needs.  A new rule 
also allows proceeds plus equity from a larger home to be used to finance a reverse mortgage for 
the purchase of a smaller new home.  This allows purchase of the new home without monthly 
payments. 
 
The size of the reverse mortgage that you can get depends on your age, the type of reverse 
mortgage you choose, the value of your home, current interest rates, and where you live.  To 
qualify, a single applicant must be age 62 or older and a couple must both be at least 62 or older.  
In general, the older you are and the more valuable your home--and the less you owe on your 
home --, the larger the reverse mortgage can be.  The cash from the reverse mortgage can be paid 
to you by: 
 

1.  A single lump sum of cash  
2.  A regular monthly cash advance 
3.  A line of credit account from which you take cash as  

needed (The line of credit balance also earns interest so this account will grow.) 
 

There are some costs to originating the loan, such as appraisal fees, mortgage insurance and 
other charges similar to regular mortgage loans.  The money provided to you from a reverse 
mortgage is tax-free; it is not income that you must pay taxes on.  However, what you do with 
the funds received from a reverse mortgage may affect your eligibility for certain kinds of 
government assistance.  You should check this out before moving the money from the line-of-
credit in your reverse mortgage.  Having reallocated that money could prevent you from 
receiving Medicaid. 
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Long Term Care Insurance 
 
 
Why Buy Long Term Care Insurance 
 

1. It will help you keep your independence and dignity and allow you to make choices.  
When the time comes for paying for your long term care needs, you may end up spending 
your savings and then relying on Medicaid for assistance.   Medicaid typically pays for a 
semi-private room in a nursing home, but not all nursing homes take Medicaid.  In many 
states it is not easy to get Medicaid to cover home care or pay for assisted living.  Many 
people want to stay at home, but with Medicaid may not be able to.  Insurance allows you 
to have a choice of where you want to live. 

 
2. If you are married and you have a need for long term care, your spouse may be forced to 

pay for an outside caregiver.  The cost is likely to come from your combined income and 
assets.  This may leave your spouse with minimal funds in the future.  Insurance solves 
this problem and allows the healthy spouse to keep the assets. 

 
3. Many healthy caregiving spouses won't spend their money and choose to "tough it out" 

on their own without help.  If care of a disabled spouse drags on too long, this can have a 
devastating effect on the physical and emotion health of the caregiver.  Insurance will pay 
for professional care for the disabled spouse and allow the caregiver spouse needed rest. 

 
4. If your children promise to take care of you when the time comes that you need care, 

insurance will help them do that.  Probably neither you nor your children have thought of 
the prospects of moving you from place to place, changing your dirty diapers, cleaning up 
after "accidents" in the bathroom or helping you with bathing and dressing.  Insurance 
will pay for aides to help your children with these tasks. 

 
5. If you are single and a need for long term care arises, insurance can pay for and 

coordinate that care.  With insurance you won't have to feel you would be a burden for 
family or friends. 

 
6. If you have the desire to leave assets behind when you die, insurance will help preserve 

those assets from the cost of long term care. 
 

Buy Long Term Care Insurance When You Are Younger 
There is a bonus to buying long term care insurance at a younger age.  The premium is lower.  
For example, a person currently age 45, buying a typical policy with a spouse, could spend 
$21,146 in total premiums to age 78. 
 
Suppose this same person chooses to wait to buy the equivalent coverage at age 65.  If that same 
policy were available in the future, he could pay $52,566 in total premiums over his 13 
remaining years to age 78.  Because he waited, be would pay 2 ½ times more for the same 
policy. 
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In addition to the rates going up with age, your health qualifications will be stricter.  
Development of age-related health problems may even disqualify you from obtaining a policy. 
 
We recommend you work with a long term care insurance specialist who understands the policy 
provisions and the coverage needed and can help you determine the best policy for what you 
want. 
 
How to Buy Long Term Care Insurance 
There are dozens of long term care insurance companies selling thousands of different policy 
options.  It can become very confusing.    There are thousands of benefit combinations for home 
care, assisted living, nursing home care, waiting periods, payment amounts, inflation riders, and 
the list goes on.  Either do your research or find a competent long term care insurance agent.  
Here is a checklist of some of the things you need to know before you purchase a policy. 

 
LONG TERM CARE INSURANCE BUYING CHECKLIST 

the more "yes" answers you get the better off you are. 
 

1) Is the insurance company rated by A.  M.  Best (the rating company) with a rating of at least A, 
A+ or A++?  

2) Is it a large diversified company with deep pockets and selling more than just long term care 
insurance?  

3) Is the insurance representative an expert in long term care insurance? (Because of its complexity, 
almost all LTCi experts only sell LTCi; they seldom sell anything else.)  

4) Does the representative have a degree and/or industry financial designations?  
5) Does the representative own a personal long term care insurance policy for himself or herself?  
6) Is the policy you like tax qualified, and if not, do you understand the ramifications?  
7) Are there at least 6 ADL’s (Activities of Daily Living) allowed for in the benefit certification?   
8) Does it allow "standby assistance"?  
9) Is it a "pool of money" as opposed to a "stated period"?  
10) Is it "integrated" as opposed to "2-pool"? (2-pool is not allowed in some states.)  
11) Do you understand how the elimination period works? (This is extremely important.)  
12) Does it have prohibitive cost containment provisions?  
13) Is there any "capping" or other future reduction of automatic benefit increase riders?   
14) Do you understand how the waiver of premium works?  
15) Does the assisted living facility benefit pay the same as for nursing home?  
16) Are you buying adequate home care coverage?   
17) Does the company have a history of premium rate stability without periodic increases?  
18) Does the policy pay for homemaker services?  
19) Does the policy offer an alternative plan of care for services that don’t exist today? 
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Using Life insurance to Create Extra Income 
 
 
Getting Money Out of Life Insurance without Dying 
 

 Borrow against the cash value of the life insurance policy.   
 Instruct the life insurance carrier to cash out the policy, based on the available cash 

surrender value.   
 Determine if the life insurance carrier offers an "accelerated benefits program" rider and 

if the insured is eligible.   
 Sell the life insurance policy in a life settlement.   
 Borrow from friends or family using the life insurance policy as collateral to secure the 

loan. 
 A combination of an "accelerated benefit" and a life settlement may be possible and 

might net more cash than either by itself!  
 
We recommend checking with your life insurance agent or company on determining availability 
to obtain money from your policy and if this serves your best interests. 
 
Life Settlements  
In recent years, a large and growing industry has emerged where major investment groups, 
mutual funds or hedge funds purchase the life insurance policies owned by older Americans.  
The purchasers become the new owners and beneficiaries for the death benefits of these 
purchased policies.  They also take over paying the premiums.  This is a legitimate investment in 
the death of another person.  The investor will pay the insured 20% to 80% of the face value of 
the policy depending on the age and health of the seller. 
 
Policies generally have to have a face value of more than $100,000 and in order to receive a 
reasonable purchase price for the policy; the owner should not be expected to live much longer 
than three to five years.  For those life insurance owners who also need eldercare, this is an 
excellent way to free up money to pay for the immediate costs of that care. 
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Annuities 
 
 
Income Annuities (Converting Assets to Income) 
Income annuities are often a good strategy for seniors who are concerned about outliving their 
assets.  The mindset of most seniors is to hold onto cash and not give it up.  On the other hand, a 
senior could convert cash into income in the form of a guaranteed single premium income 
annuity.  A guaranteed income stream for someone who is likely to live a long time is a good 
retirement planning strategy.  This does not mean that all cash needs to be converted into 
income.  A good strategy is to find a balance and retain some cash and convert some to income. 
 
Converting assets to income is also often a good strategy to preserve assets from Medicaid spend 
down and to qualify for veterans "aid and attendance."  Setting up an income stream many years 
in advance of the need for Medicaid will also allow for income options that Medicaid would not 
allow were the income annuity purchased for Medicaid planning during the spend down process. 
 
Deferred Annuities 
Many seniors purchase single premium deferred annuities for a stable interest rate on their 
savings or to defer payment of income taxes on the earnings.   
 
One disadvantage of deferred annuities is unfavorable tax treatment for estate planning purposes.  
If the deferred annuity is being purchased to pass money on to the next generation, there are 
better options.  If the deferred annuity is being purchased for future consumption by the owner, 
then estate planning should not be an issue. 
 
For those who have purchased a deferred annuity and would like to fix the unfavorable estate 
planning features, there is a potential correction for that.  If the senior or the senior couple is 
relatively healthy, proceeds from the annuity can be used to purchase single or joint life 
insurance with a death benefit equal to the value of the annuity.  Life insurance proceeds pass to 
named beneficiaries of the next generation without taxes.  Thus the value of the annuity can be 
transferred tax free. 
 
Some sources make a claim that money in a deferred annuity is not subject to Medicaid asset 
qualification rules.  This is not true.  This claim is actually based on the idea of putting money 
into the deferred annuity and then triggering the income option inside the annuity, converting it 
to an income stream and using it as a Medicaid annuity.  This is legitimate but the annuity agent 
often forgets to mention this as part of the strategy.   
 
If a senior understands the strategy above and is satisfied with it as a Medicaid planning tool, 
then tying up money in this manner may be an acceptable option.  If a senior does not understand 
the strategy and is being induced to buy an annuity based on a false claim, there is no reason to 
tie up money in a deferred annuity to create a Medicaid income annuity.  The Medicaid annuity 
can be purchased at any time with funds held in any type of account.  The funds do not have to 
be held inside a deferred annuity. 
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Medicaid Annuities 
Medicaid annuities work by converting assets, that would normally be spent down to qualify for 
Medicaid, into income that can be used by the healthy spouse.  By converting those spend down 
assets into income, the Medicaid beneficiary accelerates his or her qualification for Medicaid 
benefits.   
 
This technique works in most states as long as the annuity is set up using Medicaid guidelines 
and it is irrevocable.  New rules from the deficit reduction act of 2006 require that these annuities 
name the state Medicaid as a beneficiary if the annuity has a remainder benefit at the death of the 
owner.  Medicaid annuities are used primarily to convert assets into income for a healthy spouse 
not receiving Medicaid.  The purpose is to provide a larger income for this so-called community 
spouse than would be available under normal Medicaid rules. 
 
Here are the government guidelines for Medicaid annuities from HCFA Transmittal 64: 
 
"When an individual purchases an annuity, he or she generally pays to the entity issuing the annuity (e.g., 
a bank or insurance company) a lump sum of money, in return for which he or she is promised regular 
payments of income in certain amounts.  These payments may continue for a fixed period of time (for 
example, 10 years) or for as long as the individual (or another designated beneficiary) lives, thus 
creating an ongoing income stream.  Annuities, although usually purchased in order to provide a source 
of income for retirement, are occasionally used to shelter assets so that individuals purchasing them can 
become eligible for Medicaid.  In order to avoid penalizing annuities validly purchased as part of a 
retirement plan but to capture those annuities". 
   
"The average number of years of expected life remaining for the individual must coincide with the life of 
the annuity.  If the individual is not reasonably expected to live longer than the guarantee period of the 
annuity, the individual will not receive fair market value for the annuity based on the projected return.  In 
this case, the annuity is not actuarially sound and a transfer of assets for less than fair market value has 
taken place, subjecting the individual to a penalty.  The penalty is assessed based on a transfer of assets 
for less than fair market value that is considered to have occurred at the time the annuity was 
purchased". 
 
"For example, if a male at age 65 purchases a $10,000 annuity to be paid over the course of 10 years, his 
life expectancy according to the table is 14.96 years.  Thus, the annuity is actuarially sound.  However, if 
a male at age 80 purchases the same annuity for $10,000 to be paid over the course of 10 years, his life 
expectancy is only 6.98 years.  Thus, a payout of the annuity for approximately 3 years is considered a 
transfer of assets for less than fair market value and that amount is subject to penalty." 
 
If the Medicaid annuity fits your planning situation, you need to do it right and you need to 
follow the rules in your particular state regarding Medicaid annuities.   
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Government Programs That Pay for Eldercare 
Medicare Long term care Coverage  
 
Medicare Part A--Inpatient Hospital (2010) 
Medicare pays hospital care with deductibles as outlined here.  You pay the deductible or if you 
purchase medicare supplemental insurance it will pay the deductible. 
 

 $1,100 deductible - first 60 days 
 $275/day coinsurance - 61st through 90th day 
 $550/day coinsurance - 91st through 150th day 
 Beyond 150 days you or your supplement insurance pay the total cost 
 There is a one time, "lifetime reserve" of 60 days that medicare will also pay.   

 
Under Part A, you are also allowed 3 pints of blood. 
 
Medicare Skilled Nursing Facility--Nursing Home (2010) 
To qualify for medicare nursing home coverage, you must spend at least three full days in a 
hospital and must have a skilled nursing need and have a doctor order it.  The transfer from a 
hospital must occur within a certain time period.  Medicare may pay up to 100 days for a stay in 
a nursing home.   
 
There is a coinsurance payment after the 20th day.  Most Medicare supplement insurance will 
pick up this out-of-pocket amount. 
 

 $0 deductible for the first 20 days 
 $137.50/day coinsurance - 21st through 100th day 
 After the 100th day or possibly even before that time, if a skilled nursing need or other 

qualifications are not met, medicare will stop paying.  At this time the medicare 
supplement insurance stops paying also.  You will be responsible for all costs after this 
point unless you have long term care insurance.  Long term care insurance will begin to 
pay after medicare stops. 

 
Medicare will not pay nursing home costs for someone admitted from his or her home.  Almost 
half of those admitted to nursing care come directly from home. 
 
Medicare Part A (Also Part B)--Home Health Care 
To qualify for Medicare home care coverage, a person must be under a "plan of care" by a 
doctor.  There must be a skilled need requiring frequent visits.  Those skilled services might 
include: 
 

 Nursing services by RN or LPN 
 Physical therapy 
 Social services 
 Homemaker services 
 Occupational therapy 
 Physician services 
 Speech therapy 
 Nutrition services 
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Medicare home care is often used for covering patients who are recovering from hip surgery, 
foot surgery, joint replacement, or complications of diabetes.  At times, congestive heart failure 
or other disabling conditions require home care.  When skilled care is not needed, Medicare 
stops. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: 2005 statistical abstract of the United States 
 
 
Medicare pays for about 86% of all home care that meets the criteria of skilled home care 
services.  Companies that provide these services are called "home health agencies." 
 
Medicare Hospice 
When death is expected within six months or health is deteriorating rapidly, a special program 
called hospice care can be prescribed by a physician.  For those on Medicare this is covered 
100%.  
 
Medicare Part B 
Medicare Part B covers outpatient services and doctors.  This is an optional plan from Medicare 
to help pay for outpatient and doctors care.  This plan must be signed up for during a prescribed 
enrollment period.  There is a monthly premium which is deducted from your Social Security 
payment.  There is also an annual deductible.  Part B premiums and deductibles go up every 
year.  Medicare Supplement Insurance usually pays for deductibles and co-pays not covered by 
Medicare. 
 

 Monthly payment for Medicare Part B--$96.40 per month in 2010 
 Annual deductible - $155 per calendar year in 2010 
 Medicare pays 80% of most services, leaving 20% paid by coinsurance or personal funds 
 Certain lab tests and vaccines are paid at 100% 
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Medicare part B may also cover certain durable medical equipment for home care such as 
hospital bed, walker, etc. 
 

 $0 deductible - Home health care under physicians prescription for skilled need is paid 
100% 

 $155 deductible and 20% coinsurance for "Durable Medical Equipment" 
 
Medicare Supplement Insurance 
Medicare supplement insurance or Medi-Gap plans are not government insurance policies.  
There are many private insurance companies that sell medicare supplement policies.  These 
policies are designed specifically to cover the deductible and co-pay amounts not covered by 
Medicare.  They do not cover any other insurance needs.  When Medicare stops paying, this 
policy also stops paying.  As of 2006 they can offer no prescription drug coverage. 
   
Medicare Part D, Prescription Drug Plans 
The plan design for the new Prescription Drug Plan (PDP) is outlined in the Medicare 
modernization act of 2003.  It includes the following features for 2010:  
 
 The first $310 of drug costs per year must be paid by the insured, 100% out-of-pocket as a 

yearly deductible  
 The next $2,520 in drug costs are covered 25% by the insured and 75% by the plan.  (Total 

drug costs now equal $2,830 and total out-of-pocket now equals $940 not including monthly 
premiums) At this point the plan has paid 67% of drug costs and the insured has paid 33%.   

 The next $3,610 of drug costs must be paid 100% by the insured, the plan pays nothing.  
(Total drug costs now equal $6,440 and total out-of-pocket now equals $4,550 not including 
monthly premiums.) At this point coverage has regressed and the plan has only paid 29% of 
total drug costs and the insured has paid 71% of total drug costs.  This bizarre lapse in 
coverage feature in the plan is called the "coverage gap" or more commonly referred to as the 
"doughnut hole." Unlike normal insurance ,where as costs go up, and the insurance picks up 
an ever increasing portion of the tab, this insurance goes backwards for a portion of expenses 
and the insured picks up an ever increasing portion of the tab.  After getting past this lapse in 
coverage, the insurance again picks up the cost.   

 All drug costs after $6,440 or $4,550 out of pocket are paid at 5% of cost by the insured and 
95% of cost by the plan.   

 Spending thresholds and out-of-pocket amounts will increase each year adjusted by inflation.  
All of the amounts above increase each year with inflation. 

 
PDP insurance plans can only be sold by private companies or regional Blue Cross plans that 
have presented bids to Medicare and have been accepted and approved to sell these plans in 
various regions in the country.  The plans can be sold as stand alone drug coverage or they can 
be included in Medicare PPO and HMO Advantage Plans.  Drug plans sold in conjunction with 
private Fee for Service Advantage Plans are considered stand alone plans.   
 
These plans cannot be sold through Medigap or supplemental insurance policies.  Existing HMO 
Medicare private plans not offering drug plans will be adding these plans and private HMOs 
already offering drug coverage may modify their coverage to include a new PDP.  Employers 
who offer drug coverage to retired employees are allowed to offer these plans as a replacement 
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for existing coverage.  The plan provider for employee plans will likely be one or more of the 
insurance companies allowed to sell this insurance by Medicare.   
 
Medicare Advantage Plans 
Over 300 private insurance companies provide Advantage Plans funded by Medicare but 
designed and administered by the private companies.  Plans look less like traditional Medicare 
and more like modern group insurance.  Most of these plans also incorporate the new Medicare 
prescription drug coverage.  Medicare Advantage along with the new Medicare drug plan was 
created by the Medicare Modernization Act of 2003. 
 
Congress' intent in introducing new Advantage Plans was to modernize Medicare coverage and 
make it look like existing catastrophic plans; but, at the same time provide lower out-of-pocket 
cost for traditional Medicare beneficiaries who are buying Medicare supplement policies.  The 
Advantage Plan, for a lower premium, or perhaps no premium at all, would replace the more 
expensive combination of traditional Medicare and supplement plans. 
 
Seniors who are not healthy are probably better off under traditional Medicare with the 
supplement insurance plan.  This is because they are paying the costs of 100% coverage spread 
out, at a fixed cost, on a monthly basis through supplement premiums.  This is contrasted with a 
$1,500 to $3,000 one-time, out-of-pocket co-pay per year for receiving services through an 
Advantage Plan.  Some seniors just don't have very large sums of money in their savings and 
prepaying care through monthly premiums for Medicare supplement is a way to buy expensive 
health services on an installment plan. 
 
Advantage Plans generally cover nursing home care differently from traditional Medicare.  
Traditional Medicare pays the first 20 days of nursing home services free of charge and the next 
80 days of care requires a co-payment.  On the other hand, most advantage plans require an up 
front co-payment and then will cover the nursing home at 100% thereafter.   
 
Home care services are also covered differently.  Traditional Medicare will provide funding for 
up to 60 days of care.  Most Advantage plans will only approve care on a day to day basis.  
Evidence is mounting that these plans only cover about 20% of the home care normally covered 
by traditional Medicare. 
 
 
 
 
 
 
 
 
 
 
 
 



 44

Medicaid 
A Brief Description of Medicaid 
Medicaid was established as Title IX of the 1965 Amendment to the Social Security Act while 
Medicare was established at the same time as Title VIII of the Act.   Medicaid is a health 
insurance program for certain low-income people.   These include: certain low-income families 
with children; aged, (65 and older) blind, or disabled people on Supplemental Security Income; 
certain low-income pregnant women and children; and people who have very high medical bills.   
 
Medicaid is funded and administered through a state-federal partnership.   Although there are 
broad federal requirements for Medicaid, states have a wide degree of flexibility to design their 
program.  States have authority to establish eligibility standards, determine what benefits and 
services to cover, and set payment rates.   All states, however, must cover these basic services: 
inpatient and outpatient hospital services, laboratory and X-ray services, skilled nursing and 
home health services, doctor’s services, family planning, periodic health checkups, diagnosis and 
treatment for children. 
 
Funds for Medicaid are provided jointly by the federal government and the states.   On average, 
the federal government provides about 57% of Medicaid funds and the states provide the other 
43%.   The amount of shared funding varies from state to state depending on the per capita 
income in each state.   States with low per capita income such as Mississippi receive up to 83% 
of their Medicaid funding from the federal government and the state provides the other 17%.   
On the other hand, states with high per capita income such as Connecticut share Medicaid 
funding with the federal government on a 50% to 50% basis. 
 
Long-term care recipients of Medicaid come almost exclusively from the aged, blind and 
disabled group of eligible beneficiaries but very few of those are actually receiving SSI 
(Supplemental Security Income).   SSI is a welfare payment for certain disabled or handicapped 
individuals who are unable to work, have no assets and have no extended family financial 
support.   Certain provisions of the enabling Act, as well as congressional amendments since 
1965 have allowed the aged, blind and disabled who don't qualify for SSI to receive Medicaid 
under an alternate set of eligibility rules. 
 
Currently there are about 60 million people or 20% of the US population receiving Medicaid 
support.   Most of these people are receiving various forms of health care services and are 
younger than age 65.   Our interest lies with those Medicaid beneficiaries who need long term 
care and can receive help from Medicaid to pay those costs.   In addition, we focus almost 
exclusively on aged long term care beneficiaries -- those over the age of 65.    
 
Aged long term care Medicaid beneficiaries represent about 7% of the entire Medicaid 
population or about 4 million beneficiaries.   Out of these long term care Medicaid beneficiaries, 
approximately 1 million are receiving various levels of Medicaid funding support in nursing 
homes and approximately 3 million are receiving some form of home-based or community-based 
Medicaid long term eldercare.   Even though elderly long term care beneficiaries only represent 
about 7% of the Medicaid population they account for about 19% of all Medicaid spending.   
This is because long term care services are very expensive, particularly those funds used for 
nursing home care. 
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Long Term Care Requirement for Medical Eligibility  
An individual needing age 65 long term care must go through an evaluation with a state 
Medicaid assessment specialist in order to determine a need for care.   If the individual fails to 
meet the minimum level of care needed to qualify for that State's Medicaid coverage, then no 
Medicaid help is forthcoming. 
 
A need for skilled nursing care will automatically qualify a person in any state.   It's also likely 
that a candidate already in a nursing home but not needing skilled care will still qualify.   Skilled 
care must be needed on a frequent basis.   Examples of skilled care might include the need for: 
frequent monitoring of vital signs, wound dressing changes, maintenance of mechanical 
ventilation equipment, maintenance of a catheter, help with elimination problems, maintenance 
of IV administrations, careful monitoring of medication usage, managing colostomy problems, 
careful supervision of severe diabetes, frequent injections, maintaining a feeding tube and many 
more problems requiring the skill of a nurse or doctor. 
 
Medical eligibility for home and community-based services could be based on different criteria 
from those for nursing homes; but in some states, a person must qualify for Medicaid based on 
the nursing home eligibility standards in order to receive Medicaid services at home or in 
assisted living. 
 
Income and Asset Tests for Medicaid 
There is both an income and an asset test to qualify for Medicaid long term care services.   In 
general, these tests are applied for nursing home services but these same tests may also be used 
to qualify individuals for home or community-based Medicaid services as well.   In other states 
the financial requirements for community-based services may be more stringent than those for 
nursing homes or they may be less stringent. 
 
The following information was taken from the Kaiser Commission on Medicaid and the 
Uninsured; 
http://www.kff.org/medicaid/loader.cfm?url=/commonspot/security/getfile.cfm&PageID=36296 
 
For the elderly and people with disabilities with long-term care needs, income qualifying levels 
are often tied to the Supplemental Security Income (SSI) program—$674 per month in 2011 —
but income limits can be higher in states that have more liberal rules. 
 
Most states allow the “medically needy”—those with large medical or long-term care bills -- to 
deduct these costs from their gross income to reach the required income level and participate in 
Medicaid.   These criteria are usually quite stringent as most states set their medically needy 
income level at or below SSI levels.   This deduction from income can happen in a direct manner 
or it can happen indirectly by potential beneficiaries paying in a so-called "co-pay" for their 
share of the services.   This co-pay represents the amount of income above the state income 
qualification level.   This medically needy program is optional for states, however, and 21 states 
(plus the District of Columbia) do not have medically needy programs. 
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In those states that do not have medically needy programs, individuals needing nursing home 
care can be covered under the “300 percent rule”.   Under this option, individuals with income up 
to 300% of SSI ($2,022 per month in 2011), can qualify for institutional care.   Other states may 
have more stringent income rules for Medicaid qualification.   In states that apply a strict income 
rule, individuals having more than the state income limit cannot receive Medicaid assistance 
regardless of their expenses.   These states are called "income cap states." 
 
Under the Medicare Catastrophic Coverage Act, income cap states must allow those individuals 
with incomes above the cap to qualify for Medicaid if they put their excess income in a trust 
known as a “Qualifying Income Trust.”  These trusts are also known as "Miller Trusts."  States 
are able to recover funds in the trust after the person’s death. 
 
Nursing home residents who qualify as medically needy or through the 300 percent rule must 
apply the majority of their monthly income toward the cost of care, thereby reducing the amount 
that the Medicaid program must pay.   Medicaid nursing home residents may keep only a small 
personal needs allowance (between $30-$90 per month) to pay for items that are not covered by 
Medicaid, such as clothing, books, toiletries, or telephone service.  Medicaid also allows for their 
income to cover the premiums for Medicare supplement policies or Medicare advantage plans. 
 
Medicaid beneficiaries receiving home and community based services are also required to apply 
a portion of their income to the cost of care, although states may allow them to retain more of 
their income to maintain themselves at home than if they were in an institution, where Medicaid 
covers room and board.   
 
States are required to allow nursing home residents with spouses living in the community to 
retain a certain amount of income for the support of the community-residing spouse.   This set-
aside for the healthy spouse at home avoids impoverishing that spouse instead of using all of the 
household income for nursing home costs.   States may set their income limits for this spousal 
allowance within a range between $1,821.25 and $2,739 per month in 2011.  Most states use the 
lower income amount.  A few states pick the higher income amount and we are not aware of any 
states that take income between the minimum and maximum in the range.   
 
The community spouse is also allowed to receive up to an additional $546.38 a month in income 
as a housing allowance if household maintenance costs are above certain predetermined limits.  
In no case may the monthly income allowance exceed $2,739 a month.  It should be noted 
however that a request for a fair hearing from the state Medicaid department could result in more 
income for the community spouse by setting aside more than the allowable resource for that 
spouse if an argument can be made that the spouse needs the additional income.  The additional 
income would come from interest earnings on the additional resource amount. 
 
An individual needing Medicaid nursing home care must have assets less than $2,000.   A couple 
needing Medicaid nursing care must have assets less than $3,000.   When one member of a 
couple needing care in a nursing home becomes a resident, Medicaid will take a "snapshot" of 
the couple's combined resources at that point.   Resources are anything that can be converted to 
cash to pay for nursing home care.   In some states -- called 50% states -- the healthy spouse is 
allowed to keep up to half of these resources not to exceed $109,560 (for the year 2011).   In 
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50% states there is also a minimum amount that the spouse who is at home can keep disregarding 
whether it represents half of the assets or not.   If the combined resources are less than $21,912 
(for the year 2010) the healthy spouse keeps it all.   
 
In other states -- called 100% states -- the healthy spouse can keep all of the combined resources 
up to a maximum of $109,560. 
 
Many states have more lenient rules pertaining to the amount of resources that can be retained by 
the so-called community spouse and in addition, some states exclude certain types of community 
spouse assets as counting towards the resource test.    
 
In 50% and 100% states, the balance of the resources belong to the nursing home spouse and 
must be spent down to below $2,000 before Medicaid will start contributing its share of the cost.    
 
There is no requirement that the nursing home Medicaid recipient must spend his or her share of 
the resource assets on the nursing home.   The money can be spent on anything.      
 
Certain assets are not counted towards the less than $2,000 asset limit.   The following assets are 
exempt. 
 
 Personal possessions, such as clothing, furniture, and jewelry  
 One motor vehicle is excluded, regardless of value, as long as it is used for transportation of 

the applicant or a household member.  The value of an additional automobile may be 
excluded if needed for health or self-support reasons.  (Check your state's rules.)  

 The applicant's principal residence, provided if it is in the same state in which the individual 
is applying for coverage  

 Prepaid funeral plans and a small amount of cash value life insurance (note that if the life 
insurance has no cash value, any amount of life insurance can be retained) 

 Assets that are considered "inaccessible" for one reason or another 
 Assets that are used as income producing property or property used in trade or business 
 
In some states, if a single Medicaid beneficiary is not residing in the personal residence and there 
is no anticipation that person can return to his or her home, the State may require that the home 
be sold to pay for Medicaid costs.   In other states, the home can be left vacant in anticipation of 
the beneficiary returning whether the beneficiary is medically capable or not.   The beneficiary 
must sign an intent to return home document to keep the home from being sold or counting as an 
asset for the resource test.    
 
For those states that have adopted the Deficit Reduction Act of 2005, a home with equity more 
than $500,000 ($750,000 in some states) is not exempt and must be counted as an asset to qualify 
under the asset test.   These equity limits will start increasing due to inflation in the future.   This 
rule does not apply if the Medicaid applicant's spouse or another dependent relative lives in the 
home. 
  
Although mandatory for nursing home residents, states are not required to offer the spousal 
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impoverishment protections discussed above to home and community-based service waiver 
program participants.   Consequently, a substantial number of states (19) fail to offer the spouses 
of waiver participants the full level of income and/or asset protection afforded the spouses of 
nursing home residents.   Thirteen states protect neither the income nor assets of spouses of 
waiver participants, and an additional 6 states protect the assets but not the incomes of the 
community spouses of waiver participants  
 
The discussion below is based on new rules for Medicaid eligibility that were established by the 
Deficit Reduction Act of 2005.   This act was incumbent upon all states to adopt the new rules.   
Many states have already changed legislation and regulations to incorporate the new rules under 
the DRA, but a few states have not fully implemented these rules -- notably California and 
Florida.   In general, in those states that have not adopted the new rules, restrictions under the act 
discussed below are more liberal towards transferring assets and income to qualify for Medicaid. 
 
Transferring Cash Assets  
A number of people who eventually need Medicaid assistance have gifted cash or cash-
equivalent assets to their children or other members of the family either inadvertently or 
deliberately prior to applying for Medicaid.   Any transfer for less than value, whether it is a gift 
or at a reduced purchase price, is subject to a penalty from Medicaid at any time during 60 
months from the date of the gift.   The penalty is calculated by dividing the less-than-value 
amount of the transfer by the average monthly Medicaid nursing home cost in the state.   Each 
state publishes its monthly average Medicaid cost at least yearly.    
 
As an example, suppose John transferred $500,000 in an irrevocable trust to his children four 
years ago.   He received nothing in return.   Now John needs long term care in a nursing home 
and applies for Medicaid.   Because he is applying for Medicaid inside of the 60 month look 
back period for assessing a penalty, he will not qualify for Medicaid assistance until the penalty 
has been satisfied.   John has two options.   He can have his children reinstate the $500,000 back 
into his name and do away with the penalty or he can accept the penalty and have the children 
pay it out of the trust.   It's important to note here that the trust cannot be set up to pay John's 
costs nor can there be any formal verbal agreement for the children to do so.   Such arrangements 
invalidate the gift represented by the trust and Medicaid considers that the money was never out 
of John's control and therefore he must spend it all down prior to receiving Medicaid, 
irregardless of the trust. 
 
The penalty is calculated by dividing the $500,000 by the state Medicaid rate which in this case 
is $5,000 a month.   Each state has its own Medicaid rate.  The result is a period of 100 months 
or approximately 8 years where John must pay for his nursing home cost out of his own pocket 
before Medicaid will start helping him cover the cost.   When John transferred the assets he 
started the clock ticking on what is called "the look back."  This is a period of 60 months or five 
years in which Medicaid can assess the penalty if a transfer for less than value has occurred.   
After the look back has been met, Medicaid cannot assess a penalty.   
 
It is interesting to note in this example that had John waited one more year, he would not have 
incurred a penalty of 8 years from Medicaid.   It is also interesting to note that the penalty is 
longer than the look back.   If John were anticipating Medicaid within five years, it was foolish 
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for him to create an 8 year penalty with the gift.   He should have looked for some other solution 
if he thought his plan would include taking care of the penalty. 
 
Transferring a Personal Residence 
There are numerous planning strategies to transfer a personal residence in order to avoid a 
transfer for less than value or to avoid Medicaid recovery against the home.   Medicaid planning 
specialists understand the rules in their particular states for doing this. 
 
Transfers of the home may also be made under certain conditions without Medicaid penalty.   
Here are those exceptions. 
 
 transfer to the applicant's spouse  
 transfer to a child who is under age 21 or who is blind or disabled  
 transfer into a trust for the sole benefit of a disabled individual under age 65 (even if the trust 

is for the benefit of the Medicaid applicant, under certain circumstances)  
 transfer to a sibling who has lived in the home during the year preceding the applicant's 

institutionalization and who already holds an equity interest in the home  
 transferred to a "caretaker child," who is defined as a child of the applicant who lived in the 

house for at least two years prior to the applicant's institutionalization and who during that 
period provided care that allowed the applicant to avoid a nursing home stay. 

 
It is important to note that even though a transfer of the home to the community spouse out of the 
name of the Medicaid beneficiary is an exempt act, the transfer of the home from the community 
spouse to anyone else while the beneficiary is receiving Medicaid is considered a gift for less 
than value.  Doing so will disqualify the nursing home spouse for Medicaid coverage. 
 
Medicaid Recovery 
Federal Medicaid rules require states to attempt to recover all or part of that state's Medicaid 
costs for a beneficiary from the beneficiary's estate.   Recovery applies to beneficiaries age 55 
and older.   As a general rule, the only remaining assets would be the principal residence as 
generally all other assets had to be spent down.   But certain business interests and other 
inaccessible assets could also be included in an estate.   Even though some states have the legal 
right to recover assets held in any arrangement such as trusts, assets in joint tenancy or life 
estates, a few states -- currently only 13 -- only attempt recovery under probate.   In many states, 
the recovery program is underfunded and inefficient.     
 
The principal means of recovery is putting a lien against the home.   If a surviving spouse or a 
dependent child is living in the home, recovery will not take place until the house is sold or death 
occurs.   In many states, no lien is applied if the surviving spouse is living in the home.   In other 
words, the debt under recovery is forgiven. 
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VA Pension, Compensation and VA Pension with Aid and Attendance  
 
"Aid and attendance" is a commonly used term for a little-known veterans' disability income.  
The official title of this benefit is "Pension." The reason for using "aid and attendance" to refer to 
Pension is that many veterans or their single surviving spouses can become eligible if they have a 
regular need for the aid and attendance of a caregiver or if they are housebound.  Evidence of 
this need for care must be certified by VA as a "rating." With a rating, certain veterans or their 
surviving spouses can now qualify for Pension.  Pension is also available to low income veteran 
households without a rating, but it is a lesser dollar amount.   
 
Pension Is One of Two Disability Income Benefits from VA 
The Department of Veterans Affairs offers two disability income benefits for veterans who 
served on active duty. 
 
The first of these benefits -- Pension -- is discussed briefly in the paragraph above.  The 
purpose of this benefit is to provide supplemental income to disabled or older veterans who have 
a low income.  Pension is for war veterans who have disabilities that are not connected to their 
active-duty service.  If the veteran’s income exceeds the Pension amount, then there is no award.  
However, income can be offset by unreimbursed medical expenses, and this allows veterans with 
household incomes larger than the Pension amount to qualify for a monthly benefit.  There is 
also an asset test to qualify for Pension. 
 
The second disability income benefit is called "Compensation" and it is designed to award the 
veteran a certain amount of monthly income to compensate for potential loss of income in the 
private sector due to a disability or injury or illness incurred in the service.  In order to receive 
Compensation, a veteran has to have evidence of a service-connected disability.  Most veterans 
who are receiving this benefit were awarded an amount based on a percentage of disability 
shortly after they left the service.  There is generally no income or asset test for most forms of 
Compensation and the benefit is nontaxable. 
 
Some veterans may have record of being exposed to extreme cold, having an inservice, 
nondisabling injury, having tropical diseases or tuberculosis or other incidents or exposures that 
at the time may not have caused any disability but years later have resulted in medical problems.   
Under certain circumstances, claims can be made years later.   Other veterans from the Vietnam 
era may have been in-country and presumed exposed to Agent Orange.   Disabilities or medical 
conditions related to this exposure may occur many years later.   Agent orange claims can be 
made anytime during a person's lifetime. 
 
Most elderly veterans, who never applied for compensation, may not realize they can apply many 
years after leaving the service.  In fact, VA recognizes this issue and in 2006 conducted an 
outreach program to these veterans in five selected states with low elderly Compensation 
enrollment and ended up adding an additional 8,000 beneficiaries to the roles.   
 
Some veterans may be receiving Compensation but their condition has worsened.  They can 
reapply and get a larger amount based on a higher disability rating.  In fact, in 2007, VA 
experienced twice as many cases of existing compensation reopened for new consideration 
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compared with new first-time claims.  In 2007, 216,000 new claims for Compensation were 
received; whereas, 448,000 claims for reconsideration of existing Compensation benefits were 
received. 
 
Compensation and Pension claims are submitted on the same form and VA will consider paying 
either benefit.   Most recently, VA has designed a form for each of these benefits exclusively 
which has cut down considerably on confusion and extra paperwork.   If a claimant is awarded 
both benefits, the claimant can only receive one of them.  Generally, for applications associated 
with the cost of home care, assisted living or nursing home care, the Pension benefit results in 
more income. 
 
Of the two benefits, Compensation provides 10 times more total income and covers 6 times more 
beneficiaries than Pension.  In 2007, Compensation paid out to 3,116,728 beneficiaries totaled 
$34,750,690,000 and Pension paid out to 523,824 beneficiaries totaled $3,671,997,000.   
 
Compensation is a rapidly growing program and VA estimates that approximately 35% of all 
veterans currently or in the future leaving the service will eventually submit a claim for 
Compensation benefits.  Compensation is already a major government entitlement program and 
currently chews up 45% of the entire VA budget.  In years to come, it will continue to become a 
larger proportion of the Veterans Affairs and federal budget. 
 
There are also several death benefit variations of the two disability incomes for single surviving 
spouses or dependent minor children or adult dependent children.  We will not discuss the death 
benefits related to service-connected disability but instead will discuss in the ensuing sections 
below the Death Pension benefit. 
 
Pension for Veterans with Low Income, Little Savings and Few Investments  
Although the Veterans Administration does not differentiate between various Pension applicants, 
there are, in practice, two kinds of Pension applications.  The first type of application or claim, as 
it's called by VA, deals with veteran households that do not generally require the rating 
mentioned above in order to receive a benefit or as VA calls it, an award.  These applicants will 
have household income less than the monthly allowable Pension rate.  In addition, they will have 
very little in savings or investments.  And, with no ratings, the size of their Pension awards will 
be much smaller.   
 
It is our opinion that most veterans or their surviving spouses, receiving Pension, are in this 
category.  We believe this is true for several reasons.  One reason is that Veterans Service 
Representatives in the local regional office, who deal with the public, will tell callers that 
Pension is only available to veteran households with low income.  VSR's turn away a lot of 
potential applicants.  This is probably because these employees are not trained sufficiently to 
understand the special case of veterans with higher income and high long term care costs.   
 
A second reason is that callers will be told -- if they have significant savings or investments -- 
they will not qualify as well.  It is possible to give away assets in order to qualify for Pension.  
Naturally, Veterans Service Representatives will not mention this as an option.   
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A third reason is that veterans with higher income and significant assets generally don't know 
they can qualify for Pension under certain conditions.  No one has ever told them.  As a result, 
they never apply.   
 
A compelling fourth reason is that most people don't know the aid and attendance Pension 
benefit (includes A&A allowance) can help cover home care costs paid to any person or 
professional providers.  Most people don't attempt to apply until they have become single and 
enter a nursing home where VA refuses to pay the full benefit if the single claimant is eligible for 
Medicaid.   
 
The table below, labeled "Exhibit 3.3," is from a study conducted for VA to determine how 
many veterans might apply for Pension in coming years.  The subjects of this report are most 
likely veterans with low household income and few assets.  This group would be included 
because it is easy to research their demographics in government statistical reports.  Those veteran 
households with higher income and high long term care costs would not show up in this report 
because it is difficult to predict how many veteran households will actually need long term care 
and what those costs might be.   
 
It is apparent from the report that only about 28% of the eligible veteran households will actually 
apply for and receive Pension over the next seven years.  It also appears from the study, that even 
for those households where Pension naturally fits, VA is not doing a good job of educating 
potential beneficiaries about this benefit or more would be applying.   
 
In fact, the 2008 federal operating budget requested by Veterans Affairs shows a decline in the 
number of people applying for Pension; whereas, based on the table below, the program should 
be serving more than 3 1/2 times as many people as it does now.   
 
VA wants to get the word out and in January of 2007, VA Secretary Jim Nicholson issued a 
news release that was carried by many major papers about this benefit.  State Veterans Affairs 
departments also want the public to know about Pension, but lacking advertising budgets, they 
are not very effective at letting people know.   
 
The table below does not reflect the number of surviving spouses of eligible veterans or their 
dependent children who are also eligible for a lesser Pension benefit called "Death Pension." In 
2005, approximately 207,000 of these eligible beneficiaries were also receiving Death Pension 
payments from VA, in addition to the 331,000 estimated living veteran beneficiaries.    
 
According to the US Statistical Abstract, the actual number of living veteran beneficiaries in 
2005, receiving Pension, was 336,000.   This is actually pretty close to the estimate made by the 
survey company.   Unfortunately, the survey will probably miss the mark for 2010.   The number 
of veteran beneficiaries is estimated to decline between 2005 and 2010 but in 2008 there were 
already 316,000 veterans actually receiving pension.   Extrapolating over the next two years to 
2010 means there will be more veterans receiving pension than estimated. 
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The following was taken from a survey by ORC Macro Economic Systems Inc., Hay Group, 
December 22, 2004 called "VA Pension Program Final Report" 
http://www1.va.gov/op3/docs/Pension.pdf  
 
 
 
 
Pension for Veterans Who Require a Rating for "Aid and Attendance" or "Housebound" 
in Order to Receive an Award  
This is the second type of VA application generally submitted for a claim.  Claimants in this 
category often have income above the maximum Pension rate and they may also have significant 
savings or investments.  Typically, this category of application requires a potential beneficiary to 
be paying for ongoing and expensive long term care or other medical costs.   
 
 
A Much Larger Number of Potential Pension Beneficiaries 
For veteran households receiving expensive long term care services and whose incomes exceed 
maximum Pension rates, a rating is almost always necessary in order to receive a benefit.  In 
most cases, without a rating, there is no benefit.   
 
 
A Much Larger Group of Potential Pension Beneficiaries 
Because we believe the study above does not include an estimate for individuals requiring future 
VA disability ratings, we offer evidence that there is a significantly larger category of potential 
Pension beneficiaries.  This group of eligible veterans or their survivors is about 10 times larger 
than the one million or so anticipated eligible beneficiaries covered by the study and expected to 
be awarded over the next four years.  On the other hand, this larger group of roughly 10 million 
potential Pension beneficiaries can only receive an award under certain special conditions and 
typically only if they receive a rating.   
 
Receipt of a Pension benefit for this larger group is generally dependent upon whether these 
people have a need for long term care services.  But, based on the incidence of long term care in 
an older population, at least 60% to 80% of this larger group might have a good chance of 
qualifying for Pension sometime during their remaining years.   
 
The table below examines this sizable group of potential beneficiaries and also compares them to 
the smaller group in "Exhibit 3.3" above.  Estimates of the number of survivor beneficiaries in 
the table below were based on the percentage of that group actually receiving benefits over the 
number of living veterans actually receiving the benefit.  Data for this table were taken from the 
2010 Statistical Abstract of the United States for the most recent years of 2008 and from VA's 
most recent census of living veterans.   
 
What is surprising about these numbers is that a quarter of all people -- 25 % -- in this country, 
over the age of 65, have a potential for receiving a Pension benefit.  That's how many war 
veterans or their survivors there are in the US.   
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The potential for receiving a benefit is huge.  But, in actuality, only 5.1% of this large population 
of potential beneficiaries was actually receiving a benefit in 2008.  This is truly astounding and 
appalling!   Someone needs to do a much better job of getting the word out.   
 

 
 
Eligibility Rules for Pension  
To receive Pension, a veteran must have served on active duty, at least 90 days, during a period 
of war.  There must be an honorable discharge or a discharge for any other reason other than 
dishonorable.  Single surviving spouses of such veterans are also eligible.  If younger than 65, 
the veteran must be totally disabled.  If age 65 and older, there is no requirement for disability.  
There is no disability or age requirement for a single surviving spouse.   
 
The veteran household cannot have income -- adjusted for unreimbursed medical expenses -- 
exceeding the Maximum Allowable Pension Rate-- MAPR -- for that veteran's Pension income 
category.  If the adjusted income exceeds MAPR, there is no benefit.  If adjusted income is less 
than the MAPR, the veteran receives a Pension income that is equal to the difference between 
MAPR and the household income adjusted for unreimbursed medical expenses.  The Pension 
income is calculated, based on 12 months of future household income, but paid monthly.   
 
 
 
 
 
 
 
 

War Veterans Age 65 and Older and Survivors As a Percentage of All People over 65 -- 2010 

 Age 65 and Older Veterans of World War II   1,761,085 

 Age 65 and Older Veterans of Korea   2,041,606 

 Age 65 and Older Veterans of Vietnam   2,450,785 

 Estimated Number of Surviving Spouses of These Veterans   3,878,739 

 Total of All Senior Veterans Plus Spouses 2010 Estimate  10,132,216 

 US Population Age 65 and Older 2010 Estimate   40,228,712 

 Potential Elderly and Survivor Beneficiaries As a Percent of Total US Population 65 and Older  25.2% 

 Living Veterans Receiving Pension 2008   316,000 

 Estimated Surviving Spouses of Veterans Receiving Pension 2008   196,000 

 Total War Veteran Pension Beneficiaries 2008   512,000 

 Percent of Elderly and Survivor Potential Beneficiaries Actually Receiving Pension 2008  5.1% 
   

VetPop 2007 is VA's latest official estimate and projection of the Veteran Population 
and their characteristics from 4/1/2000 to 9/30/2036 projected as of 9/30/2006 

Estimates of Pension Beneficiaries Taken from the US Statistical Abstract 2010 
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The Special Case for Long Term Care Costs  
A special provision for calculating Pension income, allows household income to be reduced by 
12 months worth of estimated future, recurring medical expenses.  Normally, income is only 
reduced by medical expenses incurred in the month of application.  These allowable, estimated 
annualized medical expenses are such things as insurance premiums, the cost of home care, the 
cost of paying any person to provide care, the cost of adult day care, the cost of assisted living 
and the cost of a nursing home facility.  In most cases, large portions of these expenses are only 
deductible if there is a rating.   
 
This special provision can allow veteran households earning more than the annual MAPR to 
qualify for Pension.  As an example, a veteran household earning $6,000 a month could still 
qualify for Pension if the veteran is paying $4,500 to $6,000 a month for nursing home costs.  
The applicant must submit appropriate evidence for a rating and for recurring costs in order to 
qualify for this special provision.  VA normally does not tell applicants about this special 
treatment of medical expenses or how to qualify for it.   
 
Dealing with Assets That May Disqualify the Applicant  
There is also an asset test to qualify for Pension.  Any asset or investment that could be easily 
converted into income might disqualify the claimant.  An asset ceiling of $80,000 is often cited 
in the media as being the test.  The $80,000 has to do with VA internal filing requirements and is 
not an actual test.  In reality, there is no dollar amount for the test and any level of assets could 
block the award.  The asset test ultimately becomes a subjective decision made by the veterans 
service representative, processing the application.   
 
A home, used as a residence, vehicles and difficult-to-sell property are generally excluded from 
the asset test.  VA will allow assets to be transferred or converted to income in order to meet the 
asset test.  There is no look back penalty for transferring assets as there is with Medicaid.  There 
are specific rules governing transfers of assets and what constitutes income from assets and it 
must be done correctly.   
 
The Rating  
A rating for "aid and attendance" or "housebound" allows VA to pay additional benefits beyond 
the regular Pension benefit ceiling in order to help cover the additional costs associated with 
added disabilities.  A rating for these allowances is determined by a veteran service 
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representative who has been trained to recognize from medical reports and interviews whether 
the veteran or his surviving spouse needs the additional care.   
 
Determinations of a need for aid and attendance or housebound benefits may be based on 
medical reports and findings by private physicians or from hospital facilities.  Authorization of 
aid and attendance benefits without a rating decision is automatic if evidence establishes the 
claimant is a patient in a nursing home.  Aid and attendance is also automatic if the claimant is 
blind or nearly blind or having severe visual problems.   
 
According to 38 CFR Part Three, the following criteria are used to determine the need for aid 
and attendance:  
 
 inability of claimant to dress or undress himself (herself), or to keep himself (herself) 

ordinarily clean and presentable;  
  frequent need of adjustment of any special prosthetic or orthopedic appliances which by 

reason of the particular disability cannot be done without aid (this will not include the 
adjustment of appliances which normal persons would be unable to adjust without aid, such as 
supports, belts, lacing at the back, etc.);  

  inability of claimant to feed himself (herself) through loss of coordination of upper 
extremities or through extreme weakness;  

  inability to attend to the wants of nature;  
 or incapacity, physical or mental, which requires care or assistance on a regular basis to protect 

the claimant from hazards or dangers incident to his or her daily environment.   
 
Not all of the disabling conditions in the list above are required to exist before a favorable rating 
may be made.  The personal functions which the veteran is unable to perform are considered in 
connection with his or her condition as a whole.  It is only necessary that the evidence establish 
that the veteran is so helpless as to need "regular" (scheduled and ongoing) aid and attendance 
from someone else, not that there be a 24-hour need.   
 
"Bedridden" is a definition that allows a rating for aid and attendance by itself.  "Bedridden" is a 
condition which requires that the claimant remain in bed.  A person who has voluntarily taken to 
bed or who has been told by the doctor to remain in bed will not necessarily receive the favorable 
rating for aid and attendance.  There must be an actual need for personal assistance from others.   
 
Housebound means "permanently housebound by reason of disability or disabilities."  This 
requirement is met when the veteran or his or her widow is substantially confined to his or her 
dwelling and the immediate premises or, if institutionalized, to the ward or clinical area and it is 
reasonably certain that the disability or disabilities and resultant confinement will continue 
throughout his or her lifetime. 
  
A person who cannot leave his immediate premises unless under the supervision of another 
person is considered housebound.  This might include the inability to drive because of the 
disability.   
 
A housebound rating does not mean a person needs to be confined to a personal residence.  It can 
apply to any place where the person is living whether in a facility or in the home of someone 
else.   
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In order to receive one of these ratings the claimant must check the "Yes" box on VA Form 21-
526 (claim for a living veteran) or VA Form 21-534 (claim for death Pension from a surviving 
spouse) that states:  "Are you claiming a special monthly Pension because you need the regular 
assistance of another person, are blind, nearly blind, or having severe visual problems, or are 
housebound?" Failure to check this box may result in no rating and in some cases a denial of the 
claim as well as a loss of the rating allowance. 
   
Medical evidence for a rating for "aid and attendance" or "housebound" for living arrangements 
other than a nursing home should be submitted with the application to avoid a delay in the 
approval process.  Waiting for the regional office to order medical records is a time-consuming 
process, mainly because doctors’ offices don't respond quickly to these kinds of requests. 
  
How Pension Is Calculated  
The monthly award is based on VA totaling 12 months of estimated future income and 
subtracting from that 12 months of estimated future, recurring and predictable medical expenses.  
Allowable medical expenses are reduced by a deductible to produce an adjusted medical expense 
which in turn is subtracted from the estimated 12 months of future income.   
 
The new income derived from subtracting adjusted medical expenses from income is called 
"countable" income and then adjusted to zero if less than zero and called IVAP (Income for 
Veterans Affairs Purposes).  This adjusted income is then subtracted from the Maximum 
Allowable Pension Rate -- MAPR -- and that result is divided by 12 and rounded down to 
determine the monthly income Pension award.  This award is paid in addition to the family 
income that already exists.  See examples below.   
Example #1 -- Veteran is in assisted living with aid and attendance allowance.  Monthly family 
income is $4,000 a month.  Spouse is living at home.  Unreimbursed medical expenses include 
prescription drugs, Medicare premiums, Medicare supplement premiums, and 12 months of 
prospective assisted living monthly costs.  Family meets the asset test.   

 
Total 12-month future, estimated family income from all sources $48,000 

Less future unreimbursed medical expenses adjusted for 5% of MAPR $39,600 

Total countable income $8,400 
  

Couples MAPR with the aid and attendance allowance $23,396 

Less household adjusted countable income or IVAP $8,400 

Yearly pension award $14,996 

Monthly pension award (yearly divided by 12 and rounded down) $1,249 
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Example #2 -- Veteran receiving paid home care with aid and attendance allowance.  Monthly 
family income is $1,900 a month.  Unreimbursed medical expenses include prescription drugs, 
Medicare premiums, Medicare supplement premiums, and 12 months of prospective home health 
aide monthly costs.  Family meets the asset test.   

 
 

Total 12-month future, estimated family income from all sources  $22,800  

 Less future unreimbursed medical expenses adjusted for 5% of MAPR  $23,760  

Total countable income  ($960) 

    

 Couples MAPR with the aid and attendance allowance  $23,396  

 Less household adjusted countable income or IVAP  $0  

Yearly pension award  $23,396  

 Monthly pension award (yearly divided by 12 and rounded down)  $1,949 
  

 
Example #3 -- Surviving spouse receiving paid home care with aid and attendance allowance.  
Monthly income is $850 a month.  Unreimbursed medical expenses include prescription drugs, 
Medicare premiums, Medicare supplement premiums, and 12 months of prospective home health 
aide monthly costs.  Surviving spouse meets the asset test.   
 
 

Total 12-month future, estimated family income from all sources  $10,200  

 Less future unreimbursed medical expenses adjusted for 5% of MAPR  $12,000  

Total countable income  ($1,800) 

    

 Couples MAPR with the aid and attendance allowance  $12,681  

 Less household adjusted countable income or IVAP  $0  

Yearly pension award  $12,681  

 Monthly pension award (yearly divided by 12 and rounded down)  $1,056 
 
 
Rationale for Allowing Future, Annualized Deductions 
The following is quoted from VA manual 21-1: 
"The basic theory underlying improved Pension is that during any given month a beneficiary's IVAP plus VA 
Pension benefits will establish a given level of income (the MAPR).  To make the program conform more closely to 
its basic theory, certain expenses paid by a beneficiary are taken into consideration in arriving at the individual's 
IVAP.  Most deductible expenses are allowed as deductions from otherwise net countable income.  However, certain 
deductible expenses are allowed only as deductions from specific income.  See paragraph 16.35." 
 
“Then unreimbursed medical expenses that exceed 5 percent of the applicable maximum annual Pension rate 
(MAPR) are deductible.  Note: In determining the 5 percent deductible, include additional benefits for dependents 
and the WWI/MBP supplement in the MAPR.  Do not include additional benefits for Aid and Attendance or 
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Housebound status in the MAPR.  ..." 
 
"In most instances, the medical expense deduction is allowed after the fact.  However, if a claimant has consistently 
recurring unreimbursed medical expenses (for example, a nursing home patient), it may be possible to allow the 
medical expense deduction on a continuing basis." (This means certain recurring expenses can be counted 
for the 12-month future benefit period.) 
 
Authority for Allowing Prospective, Annualized, Recurring Medical Expenses 
38 CFR 3.272 (g) Exclusions from income; Medical Expenses.  Within the provisions of the following paragraphs, 
there will be excluded from the amount of an individual’s annual income any unreimbursed amounts which have 
been paid within the 12-month annualization period for medical expenses regardless of when the indebtedness was 
incurred.  An estimate based on a clear and reasonable expectation that unusual medical expenditure will be realized 
may be accepted for the purpose of authorizing prospective payments of benefits subject to necessary adjustment in 
the award upon receipt of an amended estimate, or after the end of the 12-month annualization period upon receipt 
of an eligibility verification report. 
 
In order to receive a deduction for unreimbursed medical expenses and to adjust the claimant's 
countable income the following must apply. 
 
 The beneficiary actually has to be paying the expenses or be the responsible person for paying 

future expenses. 
 The beneficiary will receive no reimbursement for the expenses from insurance or any other 

source. 
 The expenses were paid on behalf of someone in the household not necessarily for the 

beneficiary of the Pension. 
 Expenses were paid or intended to be paid in the future after the date of entitlement.   
 Expenses must exceed 5% of MAPR  
 
Evidence of Medical Expenses  
Proof of all medical expenses including recurring expenses to be annualized for the 12 month 
future benefit period must be submitted to the regional office.  Photocopies of invoices or 
statements on the provider's letterhead are acceptable. 
 
Evidence of payment should include the following: 
 
 The amount paid 
 The date payment was made 
 The purpose of the payment (the nature of the product or service provided) 
 The name of the person to or for whom the product or service was provided 
 Identification of the provider to whom payment was made. 
 
The application form for Pension provides only a few lines for detailing medical costs.  The form 
suggests adding a separate page if more detail is required.  In actuality, the application form 
provides no information and no hints that certain medical costs can be annualized to calculate the 
Pension benefit.  One simply has to know that this is the case and how to do it.  This is one of the 
well-kept secrets of applying for Pension.   
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Your veterans benefits consultant can provide a form that appropriately details the long term care 
costs and a form for insurance premium costs identified in the list above.  Copies of statements 
and contracts should also accompany these forms. 
 
A number of veterans service organizations feel it is important for the claimant and other 
members in the claimant's household--who are claiming medical expenses--to sign a statement 
verifying those out-of-pocket costs.    
 
In Most Cases, Medical Expenses Are Only Annualized if There Is Also a Rating.   
If the claimant is a patient in a nursing home, VA will automatically grant the aid and attendance 
allowance, and it will not have to be reviewed by a rating service representative.  Evidence is 
required from the nursing home that the claimant is a patient.   
 
It is important to differentiate between a "patient" in a nursing home and a "resident" in a nursing 
home.  It is very rare these days for someone to be in a nursing home and not need help with 
activities of daily living, medical attention, or supervision because of mental incapacity.  But it 
sometimes happens.  The person who is only receiving room and board in a nursing home cannot 
deduct expenses of the nursing home nor receive an aid and attendance rating.   
 
Medical evidence for a rating for "aid and attendance" or "housebound" for living arrangements 
other than a nursing home should be submitted with the application to avoid a delay in the 
approval process.  Waiting for the regional office to order medical records is a time-consuming 
process, mainly because doctors offices don't respond quickly to these kinds of requests.   
 
As a restatement of the requirements above:  In addition to medical evidence submitted for a 
rating, applicants must also submit evidence of actually paying for care in assisted living or at 
home and for the recurring costs of insurance premiums.  In other words, arrangements for 
providing care or insurance costs must already be implemented and contract for payment or 
actual payment must have been arranged before the regional office will consider allowing claims 
for unreimbursed medical expenses. 
 
Most families make the mistake of applying too soon -- before care arrangements have been 
made -- and may end up with a denial of the claim or drag out the process many months longer 
than it should take. 
 
Using Aid and Attendance to Pay Any Person for Care in the Home 
Most people who have heard about Pension know that it will cover the costs of assisted living 
and, in some cases, cover nursing home costs as well.  But the majority of those receiving long 
term care in this country are in their homes.  Estimates are that approximately 70% to 80% of all 
long term care is being provided in the home.  All of the information available about Pension 
overlooks the fact that this benefit should be used to pay for home care.  Maybe if more people 
knew this fact, more people would be applying for the benefit. 
 
It also comes as a surprise to most people that VA will allow veterans’ households to deduct the 
annual cost of paying any person such as family members, friends or hired help for care when 
calculating the Pension benefit.  This annual cost is then used to calculate the benefit based on a 
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new "countable income" and allows families earning more than the pension benefit to receive a 
disability income from VA. 
 
This extra income can be a welcome benefit for families struggling to provide eldercare for loved 
ones at home.  Under the right circumstances, this annualized medical expense for the cost of 
family members, friends or any other person providing care, could create an additional 
household income of up to $1,056 a month for a single surviving spouse of a veteran, up to 
$1,644 a month for a single veteran or up to $1,949 a month for a couple. 
 
If the disabled care recipient has been rated "housebound" or in need of "aid and attendance" by 
VA, all fees paid to an in-home attendant will be allowed as long as the attendant provides some 
medical or nursing services for the disabled person.  The attendant does not have to be a licensed 
health professional.  Services of licensed home care providers can be deducted without any need 
for a rating but the pension award is a lesser amount. 
 
It is our understanding that a non-licensed in-home attendant could be just about anyone 
receiving pay for providing services.  This might be members of the family, friends, or someone 
hired to live in the home.  Examples of medical or nursing services would be help with activities 
of daily living such as dressing, bathing, toileting, ambulating, feeding, diapering and so on.  
Other services might include medication reminders or supervision necessary to provide a 
protective environment for the care recipient -- in the case of dementia or Alzheimer's. 
 
All reasonable fees paid to the individual for personal care of the disabled person and 
maintenance of the disabled person's immediate environment may be allowed.  This includes 
such services as cooking and housecleaning.  It is not necessary to distinguish between "medical" 
and "non-medical" services.  Services which are beyond the scope of personal care of the 
disabled person and maintenance of the disabled person's immediate environment may not be 
allowed.  This might include paying the bills, providing transportation for other family members, 
cooking and cleaning for other family members, providing entertainment, providing 
transportation for personal needs other than medical and so on. 
 
For a disabled person who has been rated, a family member may be considered an in-home 
attendant, but that family member has to be paid for services duly rendered.  There is potential 
for fraud here where a family member may move into the home and ostensibly receive payment 
as a caregiver but not actually provide the level of care paid for.  Documentation for this care 
must be provided to VA, and it is reasonable for VA to question whether the services being 
purchased from a family member living in the household are legitimate.  Such arrangements 
should be extensively documented and completely arm's-length. 
 
The care arrangements and payment must be made prior to application and there must be 
evidence that this care is needed on an ongoing and regular basis.  We recommend a formal care 
contract and weekly invoice billing for services.  Money must exchange hands and there must be 
evidence of this.  All of this documentation must be provided as proof to VA when making 
application for the pension benefit.  Costs for these services must be unreimbursed; meaning 
these costs are not paid by insurance, by contributions from the family or from other sources. 
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Let's look at the following example. 
Michelle, who is a divorced mother of two teenagers, moves in with her mother.  Michelle's 
mother, Carla, has recently had a stroke and needs supervision and help.  In order to take care of 
her mother, Michelle cannot maintain full employment outside of the home.  She has found a 
company that will let her work at home on her computer but it is not full time employment and it 
does not pay well.   
 
Michelle has expenses she needs to cover for existing debts and to support her two teenage 
children.  She does not have housing costs but does consume additional food and utilities 
resources due to her presence and her children being in the home.  She also incurs transportation 
costs for her car, running errands, shopping for the household, taking Carla to doctor’s 
appointments and transporting her children. 
 
Carla’s household income is $1,400 a month which consists of Social Security and a small 
Pension.  She has about $20,000 in savings in the bank.  She owns her home and a car.  
Michelle's and Carla’s combined income is just not enough to make ends meet for both families. 
 
Carla is the single surviving widow of a Korean veteran.  Michelle has heard of a veterans 
benefit consultant who helps families in this predicament obtain the Pension benefit.  Michelle 
meets with the consultant and he suggests that Michelle and her mother establish a contract for 
care and that Carla pay her daughter $1,300 a month to provide care.  He then suggests 
submitting a claim for a Death Pension for Carla.  The consultant makes sure a legitimate arm's-
length agreement is written up and that the care services and payments to Michelle are accurately 
documented. 
 
In order for these payments to Michelle to count towards a Pension award, Carla must have a 
rating from the VA for "aid and attendance" or "housebound." The consultant provides forms and 
advice to guide Michelle and her mother through the application process.  He makes sure that all 
of the required documentation is in place before the application is submitted.  He reviews all 
documentation and the completed form, which Michelle and her mother have filled out, before 
sending them to a state veterans service officer for the final submission.   
 
If VA allows annualization of the cost of the care contract in calculating the Pension benefit, 
Michelle's mother should receive an award.  In calculating Pension, Michelle's $1,300 a month 
contract payment should be annualized and subtracted from her annual income.  An additional 
medical deduction is included for Carla's $200 a month payments for Medicare Part B, Medicare 
Part D and a Medicare supplement policy.   
 
This additional amount should be annualized and also subtracted from Carla's income.  Both the 
contract payments and the insurance premiums are adjusted for 5% of MAPR before being 
subtracted from Carla's income.  Her new "countable" income will be negative and subtracting 
that new income from the MAPR will allow Carla to receive the maximum Pension benefit for 
her rating category. 
 
After five months, VA awards Carla $1,056 a month in additional Pension income.  Her total 
income is now $2,376 a month.  VA also awards a total of four months of benefit, payable 
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retroactively to the first day of the month following the month in which the application was 
received in the regional office. 
 
Conclusion 
Depending on household income and the amount of the care contract and the amount of VA 
Pension income, these types of care arrangements could be a welcome addition for families 
struggling to provide care for their loved ones at home.  Family care providers, on contract with 
their loved ones, do not have to be residing in the home.  Caution should be exercised that these 
are indeed legitimate contracts and care provider arrangements and there are no behind-the-
scenes transfers of monies. 
 
Using Aid and Attendance for Professional Home Care Services 
 
Annualization of Home Care Costs 
Medical expenses for professional home care aides are allowed prospectively for annualization if 
those expenses are reasonably predictable.  The evidence would also have to show that the need 
for care is ongoing and regular.  Expenses may be allowed whether the care recipient has a rating 
for aid and attendance or housebound or is not rated.  However, deductible payments to a non-
rated beneficiary are more restrictive. 
 
Evidence must be submitted indicating an ongoing need for the care and the level of care in order 
for the Veterans Service Representative to consider the medical expense as recurring and eligible 
to be annualized.   Also a copy of a contract between the provider and the recipient, covering at 
least a year, and outlining the provisions and the cost should be submitted to prove the intent of 
the care recipient and the provider. 
 
The non-veteran spouse of a living veteran may also be eligible for annualization of home health 
aide costs 
 
VA will not rate a non-veteran spouse of a living veteran for "aid and attendance" or 
"housebound" and even though the spouse’s home care medical expenses might be annualized to 
produce a benefit, the Pension award will be much smaller without the allowance for a rating.  
Of course, a death Pension claim is different because the surviving spouse can receive a rating in 
that case. 
 
Home Care Recipient Is Not Rated  
Payments for care at home for a recipient who is not rated for housebound, or aid and attendance 
are only allowed for annualization if made to a licensed health professional.  The term "licensed 
health professional" refers to an individual licensed to furnish health services by the state in 
which the services are provided.  The term includes registered nurses, licensed vocational nurses 
and licensed practical nurses.  Some states also license non-medical home care providers to 
provide services as well.   
 
All reasonable fees paid to the licensed health professional for personal care of the disabled 
person and maintenance of the disabled person's immediate environment may be allowed.  This 
includes such services as cooking for the disabled person and housecleaning for the disabled 
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person.  It is not necessary to distinguish between "medical" and "nonmedical" services.  
However, services which are beyond the scope of personal care of the disabled person and 
maintenance of the disabled person's immediate environment may not be allowed. 
 
Services beyond the scope might be services such as driving the veteran's spouse to 
appointments, paying bills, answering the phone, providing shopping errands for the household, 
and so on.  If an hourly rate is being paid to the home care provider, a portion of this rate may be 
disallowed for services beyond the scope of personal care. 
 
Care Recipient Is Rated for "Aid and Attendance" or "Housebound" 
If the disabled care recipient has been rated "housebound" or in need of "aid and attendance" by 
VA, all fees paid to an in-home attendant will be allowed as long as the attendant provides some 
medical or nursing services for the disabled person.  The attendant does not have to be a licensed 
health professional. 
 
All reasonable fees paid to the individual for personal care of the disabled person and 
maintenance of the disabled person's immediate environment may be allowed.  This includes 
such services as cooking for the disabled person and housecleaning for the disabled person.  It is 
not necessary to distinguish between "medical" and "nonmedical" services.  However, as with an 
unrated beneficiary, services which are beyond the scope of personal care of the disabled person 
and maintenance of the disabled person's immediate environment may not be allowed. 
 
For a disabled person who has been rated, a family member may be considered an in-home 
attendant, but that family member has to be paid for services duly rendered.  There is potential 
for fraud here where a family member may move into the home and ostensibly receive payment 
as a caregiver but not actually provide the level of care paid for.  Documentation for this care 
must be provided to VA, and it is reasonable for VA to question whether the services being 
purchased from someone living in the household are legitimate.   
 
Documentation of Home Care Expenses 
If the fees for an in-home attendant are an allowable expense, receipts or other documentation of 
this expense are required.   
 
Documentation includes any of the following: 
1.  a receipt bill 
2.  statement on the provider’s letterhead 
3.  computer summary 
4.  ledger, or 
5.  bank statement. 
 
The evidence submitted must include: 
1.  the amount paid 
2.  the date payment was made 
3.  the purpose of the payment (the nature of the product or service provided) 
4.  the name of the person to or for whom the product or service was provided 
5.  identification of the provider to whom payment was made. 
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Using Aid and Attendance to Pay for Assisted Living 
These facilities are not categorized by VA as nursing homes.  As such, annualization of costs and 
a rating are not automatic.  If the beneficiary is not rated, the service representative will only 
allow recurring unreimbursed medical expenses for specific medical care provided by licensed 
health professionals.  Costs for room and board or custodial care cannot be applied.   
 
On the other hand, if a beneficiary residing in one of these living arrangements has been rated a 
need for "aid and attendance" or "housebound", VA will allow all reasonable costs -- including 
room and board -- to be counted as prospective, annualized medical expenses as long as a portion 
of these costs are used  for "medical care."  "Medical care" is VA-speak for assistance provided 
with activities of daily living, medication management, providing a protected environment and 
other activities that caregivers would provide.  Medical care as used by VA does not mean what 
it means outside of the VA system. 
 
With a rating, the providers do not have to be licensed.  In the case of Alzheimer's, the 
physician's statement used for a rating must indicate the person needing care must be in a 
protective environment; otherwise, only medical costs are covered.  Applying for a rating is 
discussed in a previous section above.  All reasonable costs would include room and board as 
well as other unreimbursed billable services. 
 
The director of the facility must sign a statement verifying the type of care being given and the 
fact that the person receiving the care is expected to remain a resident in the facility.    
 
There may be a possibility of a non-veteran spouse of a living veteran receiving annualized 
credit for recurring costs of non-nursing home facility care.   Only the veteran can receive a 
rating for aid and attendance or housebound and the application goes through the veteran.   In 
some cases, if the veteran has medical problems, even though the costs are being generated by 
the spouse, VA may grant the veteran a rating.   Without a rating, there is no allowance and the 
benefit is smaller. 
 
A special provision in the rules allows the equivalent of a rating for the non-veteran spouse.  A 
doctor must sign a statement that the spouse must be maintained in a "protected environment" 
due to that person's medical condition.  This makes room and board deductible for assisted 
living.  This special rule does not provide an allowance for a rating and as such the benefit will 
be smaller. 
 
Using Aid and Attendance to Pay for a Nursing Home 
For a potential beneficiary in a nursing home, the application for Pension is very straightforward.  
The claimant simply has to check the box on VA 21-526 or VA 21-534 that he or she is a patient 
in a nursing home and provide evidence for that.  An award, including an aid and attendance 
allowance from VA, is almost always forthcoming without any additional requirements relating 
to a rating.  Nursing home costs are also automatically annualized.   
 
Unfortunately, in most cases, Pension does not work well for paying the costs of a nursing home.  
This is because the amount of Pension income is rarely enough to cover the difference between 
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the cost of the nursing home and the beneficiary's income.  On the other hand, Medicaid will 
cover this difference in cost and in most cases Medicaid is a better alternative to Pension.   
 
Eligibility for Medicaid causes difficulty for those beneficiaries who also want to receive 
Pension income in a nursing home.  For a single person in a nursing home, VA refuses to pay the 
full Pension benefit if that person is eligible for Medicaid and will only pay $90 a month towards 
nursing home costs.  For a beneficiary with a spouse at home, the combination of Pension and 
Medicaid may not work due to Medicaid rules.  Finally, if assets have to be gifted in order to 
qualify for Pension, this could make the potential Pension beneficiary ineligible for Medicaid.   
 
There are, however, circumstances where Pension fits very well for a beneficiary in a nursing 
home.  One case would be where the nursing home patient has to go through a spend down in 
order to be eligible for Medicaid.  Pension would also be beneficial where the nursing home 
patient is strictly private-pay or is private-pay awaiting an available Medicaid bed.  And in some 
cases, Pension and Medicaid together might be a better alternative where there is a spouse at 
home.  But each of these instances is specific to the individual circumstances.   
 
Annualization of Nursing Home Costs  
If the veteran or veteran's surviving spouse is a patient in a nursing home, VA should 
automatically allow 12 months worth of nursing home costs to be applied as medical expenses.  
The patient will also automatically receive an aid and attendance allowance.  The expenses 
applied are out-of-pocket costs after reimbursement.   
 
An annualized medical expense deduction can be allowed for unreimbursed nursing home fees 
even if the nursing home is not be licensed by the state to provide skilled or intermediate level 
care.  The definition of a "nursing home" for purposes of the medical expense deduction is not 
the same as the definition of nursing home set out in 38 CFR 3.1(z).  A nursing home for 
purposes of the medical expense deduction is any facility which provides extended term, 
inpatient medical care.   
 
A responsible official of the nursing home must sign a statement that the disabled claimant is a 
patient (as opposed to a resident) of the nursing home.   VA has a form that is used for this 
purpose.  It is called " VA Form 21-0779 -- Request for Nursing Home Information in 
Connection with Claim for Aid and Attendance."  
 
A copy of the contract with the facility should also be included when submitting this form.  
Statements and evidence of payment must also be included.  Canceled checks are not acceptable.   
Veterans in State Veterans Homes may apply their out-of-pocket costs for use of the home as a 
recurring prospective, medical expense deduction.  Again, a statement from an official of the 
state home indicating the veteran is a patient, not a resident, should be submitted.   
 
In the case of a non-veteran spouse in a nursing home, where the veteran is still alive, the VA 
application 21-526 does not have a provision for disclosing the spouse receiving nursing home 
care.   Of course, a death Pension claim is different because the surviving spouse can receive a 
rating in that case.  The special provision, requiring a letter from the Doctor, mentioned above 
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for assisted living, must be used in this case.  Without a rating, the benefit will only be $1,291 a 
month instead of $1,949 a month. 
 
Receiving Pension and Medicaid Concurrently in a Nursing Home 
VA will not pay anything more than $90 a month if a single veteran or single surviving spouse is 
eligible for Medicaid covered nursing home care.  State veterans homes are exempt from this 
ruling and those state homes that also accept Medicaid can also receive the veterans benefit to 
help defray the costs of care.   
 
This rule has been in effect for over 10 years and will expire in September of 2011.  It will be 
interesting to see if Congress extends this rule beyond the cutoff.  If the rule is not extended, then 
VA will have to pay for pension in a nursing home if the beneficiary is also receiving Medicaid. 
 
The most VA will pay to offset the cost of a nursing home is $1,949 a month for a couple, 
$1,644 a month for a single veteran or $1,056 a month for the single surviving spouse of a 
veteran.   
 
With nursing home costs ranging from $5,000-$7,000 a month, typically the VA benefit cannot 
cover the difference between the veteran household and the nursing home cost.  In most cases 
there is a deficit.  Medicaid will cover the actual difference between the Medicaid beneficiary's 
income and the cost of the nursing home.  Medicaid is therefore a more viable benefit.   
 
For the reasons outlined above, many practitioners feel that trying to dovetail Medicaid with VA 
payments is not a useful exercise, and for those eligible for Medicaid, applying for Pension 
might be a waste of time.  But there are situations where Medicaid may be available, and the 
Pension could be a valuable benefit as well.  Pension income can be used to lengthen the spend 
down process, and if the veteran dies while going through this process, valuable assets have been 
retained.   
 
Another use for the Pension benefit associated with nursing home care is where the single 
veteran or surviving spouse might be eligible for Medicaid, but there is a statewide waiting list 
for Medicaid beds.  With the tightening of government purse strings, this situation is more likely 
to occur in the future.  The Pension benefit allows the veteran, the surviving spouse or his or her 
family additional money to cover part of the cost of private pay until a Medicaid bed becomes 
available.   
 
For the beneficiary who is eligible for Medicaid and has dependents at home, sharing the Pension 
with Medicaid may be more useful than allowing Medicaid to pay the entire bill.  Most state 
Medicaid programs require veterans with dependents to apply for Pension because it reduces 
Medicaid's liability for the cost.   If the veteran does not have enough income to transfer to the 
community spouse to bring the community spouse up to pay Medicaid minimum monthly 
allowable income allowance, the VA income will solve this problem. 
 
Another useful application of Pension and Medicaid is where the veteran spouse is in a nursing 
home and the veteran is the healthy spouse at home.   The Pension benefit is for the veteran and 
is considered veteran's income.   Assuming that the veteran is otherwise healthy, a spouse in a 



 68

nursing home could generate up to $1,291 of income a month for the veteran.   If the veteran's 
income is already above the minimum monthly allowance for the state, the veteran gets to keep 
his or her entire income including the VA income.   The nursing home spouse does not have to 
transfer any money to the veteran and if there is a potential Medicaid recovery looming, 
Medicaid will have a smaller claim because more of the nursing home spouse's money is being 
used for care. 
 
Hypothetical Case Example (Veteran and Spouse -- Veteran in a Nursing Home)  
This case illustrates the maximum benefit available to a single veteran with aid and attendance 
allowance.  Residency in a nursing home automatically includes the aid and attendance 
allowance.  The case was specifically designed to illustrate how Medicaid and veterans Pension 
could dovetail in providing more income.   
 
John is 86 years old and is a veteran of World War II.  He did not serve in a combat zone.  Mary, 
his wife, is 79 years old.  John is a large man and has many medical problems.  He takes a 
variety of expensive prescription drugs and has difficulty attending to his own needs without 
help.  Mary is a frail woman and has difficulty helping him get out of bed, dress, bathe and move 
about.  John also suffers from mild dementia and is often confused and Mary is concerned about 
leaving him alone.  It is difficult for John to leave his home without using a walker and an aide to 
help him.   
 
John and Mary have a combined income of $2,400 a month which consists of Social Security for 
both, a small Pension and interest income.  They have $66,000 in retirement savings and own a 
house and a car.  They also have $120,000 available to them as a reverse mortgage equity line of 
credit if they choose to exercise this option.  They are not required to pay anything other than the 
closing costs for this line of credit as long as one or both of them is alive and living in the home.  
In other words, there are no monthly loan payments.  The potential line of credit will grow by 
earning 2% interest as well.   
 
John has a nasty fall and breaks his hip.  After surgery, a hospital stay and a 30 day stay in a 
nursing home rehab facility, John's health deteriorates even further.  Mary decides she cannot 
care for him at home and after being told by several assisted living facilities they cannot take 
him, she finds she must place John in a nursing home.   
 
Because of the differential in cost between the nursing home and their income, John will qualify 
for the improved Pension benefit with an aid and attendance allowance but in the state in which 
they live, he will also qualify for Medicaid.  VA will not pay more than $1,949 a month in 
Pension that could be applied to John's nursing home cost.  On the other hand, Medicaid will pay 
the much higher cost between the nursing home and John's income in lieu of the VA Pension 
benefit.  Should Mary worry about applying for the Pension benefit knowing that Medicaid may 
cover the entire cost of the nursing home and allow a guaranteed spousal income as well?  
 
In this particular example Mary could come away with more money for her personal needs by 
using both the VA benefit and Medicaid.   
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To understand why the combination of the two benefits is better we need to understand how 
Medicaid works.   
 
Suppose John and Mary do not have the VA benefit.  Medicaid will not start paying for John's 
nursing home costs until he has spent his portion of the family assets down to less than $2,000.  
In the state in which he resides, John is responsible for spending $33,000 of their $66,000 in 
retirement savings.  He can spend this on anything he wants but in this case the money needs to 
go towards the nursing home or he won't have a place to live.   
 
John's income is $1,800 a month and Mary's income is $600 a month.  The cost of the nursing 
home is $5,000 a month.  John must pay $3,200 a month out of his $33,000 of spend down 
money to the nursing home to cover his costs until Medicaid can take over.  After 11 months, 
John will be below $2,000 in attributable assets and Medicaid will take over paying the $3,200 a 
month.  Or Mary could take whatever income she needs -- perhaps the full $2,400 a month -- and 
let John spend the $33,000 for the nursing home in which case he would qualify for Medicaid in 
about 6 months.  After Medicaid takes over, John's income must go towards the nursing home.   
 
In addition to $600 a month, Mary has her own $33,000 and she also has access to $120,000 in 
the reverse mortgage which if left in the line of credit will not count against John qualifying for 
Medicaid.  Care must be taken not to take money out of the reverse mortgage until John qualifies 
for Medicaid or this will count as additional resource and must be spent down. 
 
Now let's suppose that Mary helps John apply for the VA Pension with aid and attendance and 
Medicaid at the same time.  Medicaid will not process an application until the spend down has 
occurred.  But, notifying Medicaid of the intent to file has established the amount of money out 
of the $66,000 that each gets to keep.  This is called the "snapshot" date.  From this point, John 
must spend his share of the assets before he becomes eligible for Medicaid.  As John goes 
through his spend down, VA will also provide additional money for this period of time.  The 
benefit estimate is in the table below.   
 

Estimating the Pension Benefit with Aid and Attendance Allowance 

Total Family Income Calculate Countable Income Calculate Pension Benefit 
                  

family income $2,400 family income $2,400 allowable benefit $1,843 
pension benefit $1,843 unreimbursed medical $3,310 less countable income $0 

total income $4,243 countable income -$910 pension benefit $1,843 
    Please note  VA calculates benefits and costs on an annual basis and divides by 12 

 
John and Mary have an additional $1,949 a month to use for income or to apply to the nursing 
home while John is going through his spend down.   Mary can use this money to supplement her 
income until John becomes eligible for Medicaid.   Once John becomes eligible, the money must 
be used towards nursing home cost.   However, Medicaid will give back part of this money to 
Mary to bring her up to the minimum monthly spousal allowance. 
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After John becomes eligible for Medicaid, things get complicated.  Medicaid does not count as 
income for VA purposes but VA Pension does count as income for Medicaid purposes.  Whether 
the combination of the two benefits or Medicaid alone is better must be considered case-by-case.  
Such things to consider are the spousal minimum income allowance from Medicaid or whether 
Medicaid's payments on behalf of John will become part of a recovery effort by the state.  If John 
were single, the solution would be simple.  VA quits paying all of its benefits except for $90 a 
month when John becomes eligible for Medicaid.   
 
When John dies, Mary's lower income may qualify her for a death benefit Pension from the VA.   
 
Understanding the Application Process for Aid and Attendance Pension 
 
Understanding How Pension fits in at VA  
Pension (aid and attendance benefit) and its sister benefit, Compensation, are two disability 
income programs available to veterans.  Compensation is the more heavily used benefit and is 
available to veterans who have service-connected disabilities.  VA estimates about 35% of all 
currently discharging veterans will apply for Compensation some time during their lives.  
 
Pension is a lesser used benefit and a lesser known disability income that is available to veterans 
who served during a period of war.  Pension is available to war veterans who are non-service-
connected disabled or age 65 and older.  Special death benefit arrangements related to these two 
disability programs are also available to surviving dependents of veterans.   
 
Claims for Compensation and Pension are submitted on the same application form and VA can 
grant either one.  Generally, Compensation is the more desirable benefit because there is no 
income or asset test and it is not taxable as income.  By the way, pension is also not taxable as 
income.  Pension works best for veteran households with very low income who do not qualify 
for Compensation.  Pension also fits well for veteran households incurring the high costs of long 
term care services and in some cases may be a better alternative to Compensation.   
 
A veteran may not receive pension and compensation at the same time.  He or she must choose 
which benefit to receive.  If a veteran gives up compensation income for pension, the veteran 
may or may not lose that benefit entirely.  If the veteran remains designated as "service-
connected disabled," the veteran will still retain eligibility for compensation but might have to 
reapply. 
 
In 2008, the Compensation and Pension program served 3,733,100 beneficiaries and paid out 
annually $41,058,000,000.  This represents almost half of VA's 2008 fiscal year budget.  The 
Compensation and Pension program processed about 800,000 claims in 2008 related to these two 
benefits.   
 
The Department of Veterans Affairs  
In terms of number of employees, the Department of Veterans Affairs is the second largest 
federal agency, employing over 218,000 full-time workers.  The Secretary of Veterans Affairs is 
a member of the President's Cabinet.   
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VA is divided into three benefit divisions:  
Veterans Health Administration -- VHA  
Veterans Benefits Administration -- VBA  
National Cemetery Administration -- NCA  
 
There are also numerous other administrative and support divisions in the Department of 
Veterans Affairs devoted to supporting the 8 legislated benefit programs available to veterans.  
These benefit programs are listed in the table that follows.   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The National Cemetery Administration with 1,582 employees and an annual budget of $167 
million is the smallest division of VA.  It oversees cemeteries for veterans and the grave marker 
program.   
 
Veterans Health Administration -- another division of Veterans Affairs -- is the largest single 
provider of integrated health care in the United States .  With a little over 197,000 employees, it 
serves 5,819,200 patients providing comprehensive medical care which also includes 
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prescription drugs, long-term care services, counseling, prosthetics and orthotics, hearing clinics, 
vision clinics and limited dental services and eyeglasses for a select number of veterans.   
 
Not all veterans can get into the health care system because of funding limitations, and Veterans 
Health is now limited to income means-tested veterans and veterans with service-connected 
disabilities.  Veterans health care has in recent years been cited by the media as being the best 
health care service in America , based on treatment outcome and patient satisfaction.   
 
The Veterans Benefits Administration -- the third division of Veterans Affairs -- manages the 
Compensation and Pension programs, tuition assistance for veterans and reservists, vocational 
rehabilitation and employment services, VA guaranteed housing loans and stipends for certain 
veterans for burial and grave markers.  VBA also administers six life insurance plans for certain 
veteran, reservist and active-duty service groups and oversees two additional life insurance plans 
administered by The Prudential Insurance Company.   
 
Overview 
The Department of Veterans Affairs owns 30,217 acres of land and 5,558 buildings; operates 155 
hospitals, 717 ambulatory care and community-based outpatient clinics, 133 nursing homes, 206 
community-based outpatient psychiatric clinics, 57 regional benefits offices, and 120 national 
cemeteries.   
 
Following is the 2008 budget for the three divisions: VHA (Veterans Health Administration), 
VBA (Veterans Benefits Administration) and NCA (National Cemetery Administration).  
Administration and support is also included in the pie chart. 
  

 
 
The Veterans Benefits Administration  
The VBA administers its benefit programs through 57 regional offices located in 49 states 
(Wyoming is not included), the District of Columbia , Puerto Rico and the Philippines .  Each 
state-- except Wyoming -- has a least one regional office but California has three RO's and 
Texas, Pennsylvania and New York each have two offices.   
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Compensation, Pension and burial benefits are managed out of each of the 57 offices for the 
territory in which the office is located.  With the exceptions of the larger states mentioned above, 
the territory of each regional office is the state in which it is located.  States with more than one 
regional office serve specified geographic areas in that state.  Life insurance is managed out of 
the Philadelphia office and loan guarantees are headquartered out of nine designated regional 
offices.  Pension Eligibility Verification Reports (EVR's) and income matching for Pension are 
administered in the St.  Paul , Philadelphia and Milwaukee regional offices.   Almost all pension 
applications are also processed in these three offices. 
 
 

Below is the 2008 budget for VBA: 

 
 
 
The Compensation and Pension Function of the VBA  
It is clear from the chart above that the Compensation and Pension function in regional offices 
consumes about 92% of the budget for VBA and its regional operations.  These two programs 
also utilize most of the staff as well.  Out of a projected 2008 number of 13,065 employees in the 
regional offices, 9,559 workers -- 74% of the total -- will be dedicated to Compensation and 
Pension.  Compensation, by itself, uses about 84.2% of the manpower devoted to Compensation 
and Pension Activities -- about 8,000 employees.   
 
In 2008, VA processed about 720,000 actions related to Compensation.  Of these, about 248,000 
four first-time claims and about 448,000 or 52%, or claims reopened for consideration of 
additional benefit.   
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In 2008, VA processed a little over 400,000 actions related to Pension.  Of these, about 91,500 
are more first-time claims for Pension or Death Pension.  About 48,000 actions were Pension 
cases reopened for consideration.   
 
From the statistics we can infer that first-time Compensation claims were about 2 1/2 times the 
number of first-time Pension claims.  Compensation cases reopened for new consideration were 
about 10 times the number of Pension cases reopened.  VA estimates its service representatives, 
in the regional offices, process on average about 100 applications for Pension a year for each 
employee assigned to the Pension activity.   
 
In 2008, VA had 2,879,329 veterans receiving an average Compensation rate of $11,258 a year 
for a total of $32,416,448,000.  VA had 340,702 survivors of veterans receiving yearly average 
death Compensation-related benefits of $13,695 for a total of $4,667,027,000. 
  
In 2008, VA had 320,378 veterans receiving an average yearly Pension benefit of $8,999 for a 
total benefit of $2,883,170,000.  VA had in 2008 192,656 survivors receiving a Death Pension 
benefit average of $4,619 a year for a total of $889,971,000.   
 
Pension Claims Processing in the Regional Office  
Applications for first-time Pension claims are sent to one of three pension management offices 
depending on which region of the country that claim comes from.  (Please note that sometimes 
pension claims are also processed in the local regional office.) 
 
Upon receiving an original application for claim in the office, workers will date-stamp the 
document and send a verification letter back to the person making application.  This date 
becomes the effective date of the claim.  If an award is granted, retroactive payments are made 
back to the first of the month following the month of the effective date.  After making copies of 
and certifying the original discharge papers, these papers will also be sent back to the applicant.   
 
VA has divided the application process into an assembly line where each function along the line 
has a responsibility for acquiring information, documentation and follow-up for additional 
information.  When a claim is fully developed for a rating decision -- which is required with 
many Pension claims -- it is sent to the Rating Team for a final decision.  Finally, the claim is 
handed off to a post determination team that handles final notifications, arrangements for 
payment and so on. 
 
This assembly-line system requires the handling of claims folders many times by a number of 
people and it is not an efficient way to process claims.  Veterans Service Representatives spend a 
great deal of time trying to match documents that come in the mail with the appropriate folder.  
According to reports from applicants, it is common for VA to request documents that have 
already been submitted.  VA, on the other hand, asserts this is an efficient system but not in time-
of-handling but in the costs involved in the process.   
 
In 2006, VA reported that the average Compensation/Pension claim required 177 days for 
approval or denial -- almost 6 months.  This was the average or "mean." The "median" -- the 
point halfway between equal numbers of claims in process versus claims approved -- was 154 
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days.  When the mean is larger than the median this means some cases are going much longer 
than 177 days, thus distorting the average number towards the higher-end.  Some claimants 
report waiting more than a year or two for a final decision.   
 
The Rating Team 
The Rating Team’s primary function is to make a determination on claims that have been 
developed to such an extent that a rating decision can be attempted.  A Veterans Service 
Representative who has been trained to do ratings is competent to determine disability levels 
based on medical information from doctors records or reports.  For Compensation claims, this 
expertise requires determining a level of disability such as 10% disabled or 30% disabled or so 
on.  The majority of Compensation claims require a determination of disability.  DIC claims may 
not require a rating depending on how the veteran died. 
 
Claims for Pension require the rating activity to determine initial eligibility for veterans younger 
than 65 based on the requirement for total disability.  A Rating VSR must also determine from 
medical information whether there is an additional need for aid and attendance or if the claimant 
is housebound.  Finally, the rating activity for Pension must determine whether the level of 
household assets might disqualify a claim.  Not all applications for Pension require a rating. 
 
When the term "rating" as used in conjunction with Pension, it can mean two things.  Rating can 
mean that the claim was awarded or denied based on a decision by the Rating Team in the 
regional office.  Rating can also mean that an additional allowance for aid and attendance or 
housebound was awarded.  These allowances are often called "ratings." 
 
Getting a Pension Claim through the System Faster  
A so-called "triage" team in the regional office examines all original claims for accuracy and 
completeness of information.  If the claim is unsigned or if important boxes are left blank, these 
deficiencies are marked in red and the application form is sent back requiring resubmission.  If 
discharge papers are not included, this could slow down the process by possibly two months.  If 
a proper VA power of attorney has not been prepared, another two months might go by while 
awaiting the proper document.   
 
Triage team members are looking for a claim that is "substantially complete." Claims that seem 
to have all the requirements are passed on to the Pre-Determination Team.  This team determines 
the need for additional documentation in order to prepare the claim for a rating if a rating is 
necessary.  If a rating is not necessary, a final decision could be made at this point. 
 
If the claimant is accurate in filling out the form, in providing proper discharge papers and proof 
of relationship, and in providing the proper VA power of attorney or guardianship proof, the 
initial claim is well on its way to being approved more quickly.   
 
Another important issue in submitting a well-documented claim is knowing, in advance, what 
evidence and documents are required for a rating decision.  By providing those documents 
upfront and not waiting for VA to come back with a request, the claim can be passed by the 
triage team immediately to the rating activity for a final decision.  This might cut the time for a 
decision to two or three months.   
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The secret to shortening the time from submission to a decision is to anticipate all of the 
documentation requirements that are necessary and submit them with the original application.   
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Estate Preservation  
 
Understanding Estate Preservation 
Older Americans control a great deal of the wealth in this country.  They are also very interested 
in protecting what assets they have from loss.  In addition seniors want their assets to stretch out 
as long as possible in order to avoid running out of money well before they die.   
 
The chart below shows the average value of U.S. wealth per household in 2007.  The average is 
shown for various age groups.  This information was taken from the statistical abstract of the 
United States. 
 
 

  Under 35 years old $106,000
  35 to 44 years old $325,600
  45 to 54 years old $661,200
  55 to 64 years old $935,800
  65 to 74 years old $1,152,000

  75 years old and over $638,200
 
The second chart shows the median value of wealth per US households in 2007.  This means that 
half of the households in the age group were above that level of wealth and half of the 
households were below that level of wealth. 
 

  Under 35 years old $11,800
  35 to 44 years old $86,600
  45 to 54 years old $182,500
  55 to 64 years old $253,700
  65 to 74 years old $239,400

  75 years old and over $213,500
 

 
Data from both charts substantiate the fact that Americans in the age group of 55 to 74 years old 
have a higher proportion of wealth per household than the rest of the people in this country. 
 
It is also important to understand that most of the wealth held by elderly Americans is in the 
form of home equity.  Estate preservation strategies strive not only to preserve the wealth of 
elderly Americans but also to attempt to convert home equity into cash to be used in the final 
years of life. 
 
We discuss below a few of the reasons why households in their final years of life have a desire to 
preserve the estate. 
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Provide Assets and Income for a Surviving Spouse 
When one spouse in a couple dies, the income usually reduces with the death.  For example, if 
both spouses are receiving Social Security, only the larger of the two social securities will be 
retained by the surviving spouse.  If John is earning $1,500 a month in Social Security and his 
wife Mary is earning $900 a month, at John's death Mary will receive $1,500 a month.  This may 
curtail her standard of living since the combined income prior to John's death was $2,400 a 
month.  Sometimes company retirement pension incomes are not shared with the spouse as well 
and the death of the person receiving the pension results in a termination of that income. 
 
The goal for most couples is to have enough cash equivalent assets to make up for the loss in 
income.  Estate preservation strategies will attempt to protect any remaining cash assets for the 
surviving spouse from the drain of medical care costs or long term care costs. 
 
Protect Assets and Income from Unexpected Loss or Deterioration of Property 
Unexpected property losses may result in a drain on available cash assets.  This might be damage 
to a vehicle or to the home.  Lack of maintenance for both vehicles and the home might also 
result in expensive repairs.  Estate preservation strategies strive to recognize these losses and to 
provide potential solutions to avoid them or to cover them with adequate insurance coverage.  In 
addition, help can be sought for grants, tax credits and other programs that provide maintenance 
or savings on utility bills.  All of this should be identified as part of an overall strategy. 
 
Maintain Assets to Pay for Medical Care and End-Of-Life 
Medical co-pays and the cost of prescription drugs not covered by insurance can reduce available 
assets.  In addition, costs associated with dying can drain the estate as well.  Strategies are 
designed to identify these costs and to deal with them while assets are still in place to provide 
protection. 
 
Maintain Assets to Pay for Long Term Care 
The need for long term care often occurs at the end of life.  Unfortunately, this is the time when 
assets are already being stretched thin.  As outlined in previous sections, the cost of home care or 
assisted living or nursing home care can be very expensive.  Assets that have taken a lifetime to 
accumulate can be wiped out in a matter of months.  Strategies are designed to take advantage of 
government programs to cut down on the burn rate of personal assets when the need for care 
occurs. 
 
Compensate Children or Grandchildren for Their Sacrifice 
It is very common for children or grandchildren to put their own lives on hold and to sacrifice 
their time and their income to care for loved ones in their final years of life.  It is only fitting that 
any assets remaining should go towards helping family members get back on their feet after the 
sacrifice of months or years providing care.  The government rarely recognizes this sacrifice and 
any government help does not allow for money to be given to family members for their services.  
Strategies are designed to have the government pick up a greater share of care in order to provide 
some assets for family members. 
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Provide an Inheritance for Children or Grandchildren 
Many seniors have worked hard their whole lives to accumulate cash savings, investments and a 
fully owned personal residence.  It does not sit well with these people to have to put out money 
at the end of their lives for such things as health care, long-term care or maintenance.  They 
prefer to have their children have the money.  Many of these older people will actually forego 
medical care or long term care or maintenance on their property in order to leave more money to 
their children.   
 
It is particularly galling to have to spend down cash savings for long term care at home or in an 
assisted living or in a nursing home.  In many cases, there is no other alternative.  Part of our 
planning strategy is to help those elders who want to leave some money for their children receive 
necessary services in their final years of life without spending all of their remaining assets. 
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Diverting Assets to Qualify for Government Programs 
 
At least two government programs prevent participation for seniors who have too much in assets.  
These two programs are the veterans aid and attendance benefit and Medicaid long term care for 
the elderly.  In order to qualify, eligible participants can have little or no money in cash  
equivalent assets.  Legal strategies are available to transfer the assets out of the name and control 
of persons eligible for these two programs and thus allow participation in the programs.  Aid and 
attendance and Medicaid have been discussed in previous sections. 
 
Many argue that it is unethical to divest oneself of assets in order to qualify for these programs.  
Of course, everyone has his or her own interpretation of what is ethical and what is not.  Ethics 
do not necessarily have to do with what is legal but what is the "right" choice based on the 
interactions of people in a given society.  A behavior can be unethical but still be legal.  The 
objective of proper ethical behavior is to avoid hurting other people either emotionally or 
financially through our actions. 
 
Those who are against diverting assets would argue that taxpayers are being hurt when someone 
gives away property in order to qualify for a government-funded benefit.  Therefore, this 
behavior is unethical.  Unfortunately, there are many government programs or planning 
opportunities that condone and even support strategies to receive government-funded benefits 
regardless of assets.  It seems, that the only two government programs that consider assets as a 
prerequisite to providing support are Medicaid and the VA aid attendance program.  Both 
programs are ostensibly designed for people who are poor and cannot provide for themselves 
without help.  Both programs unfairly discriminate against senior citizens. 
 
There are a number of government programs that help rich and poor alike without consideration 
of assets.  For example Medicare can pay out millions of dollars to help a person stay alive 
whether that person has assets or not.  Is this fair and ethical?  It could be argued that Medicare is 
funded through premiums by participants and is therefore not a burden on taxpayers.  This is not 
entirely true.  A great deal of Medicare's budget is funded directly through the Federal general 
fund from taxpayer dollars and not by premiums paid.  Therefore, extraordinarily large outlays 
for Medicare health care for certain wealthy individuals could be considered unethical because it 
places an additional burden on other taxpayers.   
 
The question could be asked, why doesn't the government have an asset test for people who place 
an undue burden on Medicare?  In other words, those with a lot of money should be expected to 
pay for their own extraordinary medical care costs while those with no money would be 
subsidized for their medical care costs.  This is the manner in which recipients of Medicaid long 
term care or the VA aid and attendance are treated.  Currently, with the exception of a non-
burdensome, high income premium surcharge for part B, all Medicare recipients are treated the 
same regardless of assets. 
 
Another government program is disaster aid.  If someone is deprived of property or the ability to 
earn an income by a natural disaster, the government does not use an asset test to help those 
people become whole by providing interest-free loans or outright grants.  As an example, the 
government put out billions of dollars to help those affected by Hurricane Katrina without an 
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asset test.  This was indeed a significant burden on taxpayers.  Yet, there is no discriminatory 
asset test with disaster relief as there is with Medicaid or VA aid and attendance. 
 
Another area where there is a no discrimination between those having assets and those without 
assets is tax planning.  Anyone can use legal strategies to avoid paying taxes.  Is this ethical?  
The avoidance of paying taxes definitely puts a greater burden on other taxpayers.  Why is tax 
planning considered ethical and diversion of assets to qualify for Medicaid or the VA benefit 
considered questionable?  The undesirable outcome of placing a greater burden on other 
taxpayers is exactly the same. 
 
Finally, let's consider the following example.  Sam and Joe are elderly seniors who live next door 
to each other.  Sam and Joe both need long term care services that cost a great deal of money.  
Sam and Joe had similar employment histories their whole lives and both retired at age 65 with 
their homes fully paid for and with adequate income from Social Security and work pensions to 
meet their needs.   
 
There is, however, a difference between the two.  Sam was frugal and did not waste money on 
what he considered frivolous things throughout his lifetime and he was able to put together an 
estate of $400,000 in savings and investments.  Joe, on the other hand, was not frugal and spent 
his money on things he considered important to him such as new cars, expensive trips, 
snowmobile outings, regularly eating out and so on.  Joe has less than $2,000 in savings and 
investment. 
 
Joe and Sam both need nursing home care which will cost each of them $7,000 a month.  Neither 
of them have enough income coming in to cover this extraordinary cost.  Joe, is considered poor 
for Medicaid purposes and Medicaid will pick up the entire cost of $7,000 a month for him less 
his current income and other minor adjustments.  Sam, is considered by Medicaid, to have 
adequate resources and is not considered poor and he must fend for himself until he becomes 
"impoverished."  Sam must spend $398,000 and a few more pennies of his $400,000 until he has 
less than $2,000 remaining and then Medicaid will cover him the same way it covers Joe. 
 
Is it ethical for the government to punish someone who is prudent and who saved for his future 
and on the other hand reward someone who is not prudent?  Remember that ethics is an issue of 
harming someone because of an action.  The government is certainly unethical in its 
discrimination against Sam and is punishing him and hurting him financially by forcing him to 
impoverish himself.  And what if Sam in this instance had a spouse at home?  Medicaid rules are 
going to punish Sam's spouse as well even though his money may need to be set aside to provide 
for his wife if he were to die before she does.  Is this ethical behavior on behalf of the 
government?   
 
Or let's ask another question.  Is it ethical for Sam to use divestment opportunities to avoid 
Medicaid's punishment for his prudent behavior?   
 
We believe that the government is not applying fair treatment to people who need Medicaid or 
the aid and attendance benefit.  We believe it is acceptable to use legal strategies to force the 
government to operate more ethically and fairly in regards to these programs. 
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Meeting the Asset Test for Aid and Attendance 
 
As we learned in a previous section, the veterans aid and attendance benefit has both an income 
and an asset test.  The income test is usually met by offsetting household income with the high 
cost of monthly recurring long term care costs.  The asset test is a much tougher hurdle.  As a 
general rule, VA will only allow retained cash equivalent assets to be in a range of about 
$20,000-$50,000.  Each case is different and VA treats each application on a case-by-case basis. 
 
Unlike Medicaid, VA does not impose a penalty for transferring ownership and control of assets. 
 
Documentation of VA's Approach towards Using Net Worth for Qualifying 
 
38 CFR (Pensions, Bonuses, and Veterans' Relief)  
Various sections of Part 3 of 38 CFR define the veteran's estate, the veteran's and spouse's estate, 
and the estate of a single surviving spouse of a veteran.  This is used by VA to determine net 
worth to meet the asset test for pension.  We include below excerpts from 38 CFR pertaining to 
determination of net worth.  Here are the most pertinent of these sections. 
 

§3.274  Relationship of net worth to pension entitlement. 
 

 (a) Veteran.  Pension shall be denied or discontinued when the corpus of the estate of 
the veteran, and of the veteran’s spouse, are such that under all the circumstances, including 
consideration of the annual income of the veteran, the veteran’s spouse, and the veteran’s 
children, it is reasonable that some part of the corpus of such estates be consumed for the 
veteran’s maintenance.  (Authority: 38 U.S.C.  1522(a)) 
 
  (c ) Surviving spouse.  Pension payable to a surviving spouse shall be denied or 
discontinued when the corpus of the estate of the surviving spouse is such that under all the 
circumstances, including consideration of the surviving spouse’s income and the income of any 
child for whom the surviving spouse is receiving pension, it is reasonable that some part of the 
corpus of the surviving spouse’s estate be consumed for the surviving spouse’s maintenance.  
(Authority: 38 U.S.C.  1543(a)(1)) 
 
§3.275  Criteria for evaluating net worth. 
 
 (a) General.  The following rules are for application in determining the corpus of estate or 
net worth of a veteran, surviving spouse or child under §3.274. 
 
 (b) Definition.  The terms “corpus of estate” and “net worth” mean the market value, less 
mortgages or other encumbrances, of all real and personal property owned by the claimant, 
except the claimant’s dwelling (single family unit), including a reasonable lot area, and personal 
effects suitable to and consistent with the claimant’s reasonable mode of life. 
 
 (c) Ownership.  See §3.271(d).   

3.271(d) Income from property.  Income from real or personal property is 
countable as income of the pro perty’s owner.  The terms of a reco rded 
deed or other evidence of title shall constitute evidence of ownership.  This 
includes property acqui red through purchase, gift, dev ise, or descent.  If 
property is owned jointly, income of the various owners shall be determined 
in proportion to shares of ownership of the property.  The owner’s shares of 
income held in partnership shall be determined on the ba sis of the fact s 
found. 
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 (d) Evaluation.  In determining whether some part of the claimant’s estate (or combined 
estates under §3.274(a) and (e)) should be consumed for the claimant’s maintenance, 
consideration will be given to the amount of the claimant’s income together with the following: 
Whether the property can be readily converted into cash at no substantial sacrifice; life 
expectancy; number of dependents who meet the definition of “member of the family” (the 
definition contained in §3.250(b)(2) is applicable to the improved pension program); potential rate 
of depletion, including unusual medical expenses under the principles outlined in §3.272(g) for 
the claimant and the claimant’s dependents. 
 
§3.276  Certain transfers or waivers disregarded. 
 
 (a) Waiver of receipt of income.  Potential income, not excludable under §3.272 
and whose receipt has been waived by an individual, shall be included as countable 
income of that individual for Department of Veterans Affairs pension purposes. 
 
 (b) Transfer of assets.  For pension purposes, a gift of property made by an 
individual to a relative residing in the same household shall not be recognized as 
reducing the corpus of the grantor’s estate.  A sale of property to such a relative shall not 
be recognized as reducing the corpus of the seller’s estate if the purchase price, or other 
consideration for the sale, is so low as to be tantamount to a gift.  A gift of property to 
someone other than a relative residing in the grantor’s household will not be recognized 
as reducing the corpus of the grantor’s estate unless it is clear that the grantor has 
relinquished all rights of ownership, including the right of control of the property.  
(Authority: 38 U.S.C.  501(a)) 
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Specific Rules from VA Adjudication Manual M21-1MR 
 
M21-1MR is the manual VA uses to apply specific rules built around the regulations in 38 CFR.  
This manual was fully revised in February of 2007.  There are undoubtedly other internal 
guidelines and memos that relate to pension awards to which we have no access.  Below are 
excerpts from the revised manual pertaining to the regulations cited in the section above. 
 
Definition of Net Worth 
Net worth, or “corpus of estate,” means the market value, less mortgages or other encumbrances, 
of all real and personal property owned by the claimant and/or spouse, except the claimant’s 
single-family dwelling and reasonable personal effects. 
 
Note:  Unsecured debts, which do not affect the market value of an asset, are not a factor in 
determining a claimant’s net worth.   
 
Purpose of the Pension Program and the Basis for Evaluating a Claimant’s Net Worth  
The pension program is  
 
 intended to afford beneficiaries a minimum level of security, and 
 not intended to protect substantial assets or build up the beneficiary’s estate for the benefit of 

heirs. 
 
The Veterans Service Representative (VSR) determines whether or not the claimant’s financial 
resources are sufficient to meet his/her basic needs without assistance from VA.  If a claimant’s 
assets are large enough that the claimant could use these assets to pay living expenses for a 
reasonable period of time, net worth is considered a bar.    
 
Handling a Pension Claim in Which Net Worth Is a Factor 
When handling a claim in which net worth is a factor 
 
 consider whether it is reasonable, under all circumstances, for the claimant to consume some 

of his/her estate for maintenance, and 
 deny the pension claim, if a formal finding determines that the claimant’s net worth should be 

consumed for maintenance.   
 
Example: 
 The claimant owns a duplex with a current market value of $200,000 and occupies half of the 

duplex. 
 The claimant owes $50,000 on the mortgage on the property. 
 The claimant owns 

o clothing and personal articles worth about $1,000 
o a car worth $7,000 
o stereo equipment worth $500 
o a television set worth $200, and 
o furniture worth $800.   
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Results:  
 Automatically exclude $100,000 of the market value of the duplex since half of it is the 

claimant’s dwelling. 
 Reduce the remaining $100,000 of the value of the duplex by the $50,000 mortgage, leaving 

real property $50,000 for net worth purposes. 
 Exclude the value of the claimant’s personal effects, such as the  

o car 
o furniture, and 
o clothing. 

 
Total Net Worth: 
The total net worth for VA purposes is $50,000 in real property.   
 
Considering Net Worth in Improved Pension Cases 
For Improved Pension purposes, per 38 CFR 3.274, consider the net worth of  both a veteran and 
spouse and also the net worth of a veteran's or surviving spouse's child. 
 
If a child’s net worth is determined to be excessive, remove the child from the award as a 
dependent.  Do not, however, deny a veteran’s or surviving spouse’s claim because of a child’s 
net worth.   
 
This topic contains information on developing for net worth, including  
 
 general information on net worth 
 review of net worth information 
 developing for additional net worth information, and 
 initiating follow-up development on real estate values. 
 
Review of Net Worth Information 
Review the net worth information provided on the application to determine if it is reasonable for 
the claimant to consume some of his/her estate for maintenance.  A net worth administrative 
decision should be made if it is determined that the claimant’s net worth should be used for 
maintenance. 
 
Note:  Pension is based on need and that need does not exist if the claimant’s estate is of such 
size that he or she could use it for living expenses. 
  
Requirement of Net Worth Administrative Decision 
A formal net worth administrative decision must be completed if  
 
 the claimant has an estate of at least $80,000, and 
 it has been determined that net worth is not a bar to entitlement. 
 
Note:  Always consider a claimant’s net worth even though it might be below $80,000.   
Continued on next page 
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Developing for Additional Net Worth Information 
If additional net worth information is needed, send locally-generated letter requesting completion 
of VA Form 21-8049, Request for Details of Expenses. 
  
Initiating Follow-Up Development on Real Estate Values 
Do not hesitate to initiate follow-up development if the reported value of real estate appears 
unrealistic.  Claimants who have held parcels of real estate for long periods of time may be 
unaware of current real estate prices and may greatly underestimate the value of their holdings.   
 
If it appears that a claimant is underestimating the value of real property, ask him/her to furnish 
evidence of the current market value of the land.  Possible sources of this information include the 
following: 
 
 a formal appraisal of the value of the land, or 
 a statement from a  

o real estate broker in the area as to the value of comparable real estate in the 
vicinity 

o county farm agent as to the value of comparable rural land in the vicinity, or 
o local bank loan officer as to the value of comparable real estate in the vicinity. 

 
EVR Forms for Developing Basic Income/Net Worth Information 
Use the table below for information on the EVR forms used to develop basic income and net 
worth information after an original application has been filed. 
  
 

VA Form Number VA Form Name 
VA Form 21-0518-1 Improved Pension Eligibility Verification Report 

(Surviving Spouse with No Children) 
VA Form 21-0519C-1 Improved Pension Eligibility Verification Report 

(Child or Children) 
VA Form 21-0519S-1 Improved Pension Eligibility Verification Report 

(Surviving Spouse and/or Children) 
 
Developing for Income and Net Worth Information by Telephone, E-Mail, or Fax 
 
This topic contains information on developing for income and net worth information by 
telephone, e-mail or fax, including  
 
 claimant requirements for submitting information 
 procedures for oral communications, and 
 retroactive restoration of benefits.   
 
 
 
 
 



 87

Claimant Requirements for Submitting Information 
Changes in income or net worth affecting entitlement to benefits do not have to be submitted in 
writing.  A statement from a claimant or beneficiary regarding income or net worth changes may 
be received by  
 
 telephone 
 e-mail 
 fax, or 
 written correspondence. 
 
VA may increase or decrease benefit payments based on information submitted by one of these 
methods. 
 
Procedures for Oral Communications  
Per 38 CFR 3.217(b), follow the specific telephone contact procedures outlined in M21-1MR, 
Part II, 3.A.1 (TBD) or M21-1, Part III, 11.18 on all oral communications in order to be able to  
 
 use the information furnished to reduce or terminate benefits, and  
 furnish the beneficiary contemporaneous notice of the adverse action.   
 
Retroactive Restoration of Benefits 
Per 38 CFR 3.103(b)(4), VA must retroactively restore benefits that were adversely affected 
based on oral communication, if, within 30 days of the date that the notice of adverse action is 
issued, the beneficiary or his/her fiduciary asserts that the adverse action was based upon 
 
 information or statements that were inaccurate, or 
 information that was not provided by the beneficiary or his/her fiduciary. 
 
General Information on Net Worth 
 
This topic contains general information on net worth.  It includes information on 
 
 the impact of the claimant’s net worth on VA benefits 
 net worth criteria 
 the applicable regulations 
 the impact of net worth on Improved Pension, and 
 evaluating net worth, and 
 the effect of net worth on benefit eligibility. 
 
Impact of the Claimant’s Net Worth on VA Benefits  
The claimant’s net worth is a factor in determining eligibility for Section 306 and Improved 
Pension, as well as in establishing parents as dependents on veterans’ compensation awards.   
 
Note:  Net worth is not a factor in Old Law Pension and Parents’ Dependency and Indemnity 
Compensation (DIC) cases. 
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Net Worth Criteria 
The term net worth for Department of Veterans Affairs (VA) purposes includes all personal 
property owned by the claimant, except for personal effects suitable to the claimant’s reasonable 
mode of life.   
 
For veterans’ Improved Pension, a veteran’s net worth includes the net worth of his/her spouse.   
 
This means that normal household objects and possessions are not included in a net worth 
determination.  Likewise, motor vehicles used for family transportation are not included in 
determining net worth, nor is the claimant’s home.   
 
However, personal property that is owned primarily as an investment, for example, an antique 
automobile or a coin collection, is included in determining net worth. 
 
Note:  The term personal property includes all tangible property that is not land (real property) or 
fixtures on land. 
 
Applicable Regulations 
The applicable regulations are  
 
 38 CFR 3.275 for Improved Pension, and  
 38 CFR 3.263 for Section 306 Pension and establishing a parent as a dependent for 

compensation. 
 
Impact of Net Worth of the Veteran and Spouse on Improved Pension 
For Improved Pension purposes, consider the income of the veteran and spouse as affected by the 
expenses of the family unit.   
 
Impact of Net Worth of Children on Improved Pension 
For Improved Pension purposes, a dependent child’s net worth is evaluated separately.  If the 
child’s net worth is excessive, do not establish the child as the veteran’s or surviving spouse’s 
dependent.   
 
For surviving children establishing Improved Pension entitlement in their own right, evaluate the 
child’s net worth the same way as for a veteran or surviving spouse. 
 
Evaluating Net Worth 
The basic issue in evaluating net worth is to determine whether or not the claimant’s financial 
resources are sufficient to meet the claimant’s basic needs without assistance from VA.   
 
VA’s income-based programs are intended to give beneficiaries a minimum level of financial 
security.  They are not intended to protect substantial assets or build up the beneficiary’s estate 
for the benefit of heirs.   
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If a claimant’s assets are sufficiently large that the claimant could live off these assets for a 
reasonable period of time, deny pension for excessive net worth.  If net worth is later depleted, 
the claimant can reopen the pension claim.   
 
Effect of Net Worth on Benefit Eligibility 
If net worth is a factor for the benefit claimed, consider if it is reasonable, under all the 
circumstances, for the claimant to consume some of his/her estate for maintenance.  If 
authorization makes a formal finding that the claimant’s net worth should be consumed for 
maintenance, deny the pension claim.   
 
Pension entitlement is based on need and that need does not exist if a claimant’s estate is of such 
size that he/she could use it for living expenses. 
 
 Adjusting Improved Pension Awards Based on Changes in Net Worth 
This topic contains information on adjusting Improved Pension awards based on change in net 
worth.  It includes information on 
 
 discontinuance for excessive net worth and an example 
 when to consider the net worth of the  

o spouse, and 
o child 

 the net worth for a child entitled in his/her own right 
 the resumption of benefits based on the reconsideration of net worth, and 
 two examples of adjusting improved pension awards based on changes in net worth. 
 
Discontinuance for Excessive Net Worth 
If the net worth of a beneficiary with a running award becomes excessive 
 
 determine the date from which net worth became excessive, and  
 discontinue the award under reason code 12, effective the first of the following calendar year 

(unless an earlier date of discontinuance is appropriate because of excessive income or for 
other reasons). 

 
Example:  
A veteran with a running award owns a painting by a famous artist valued at $30,000.  The artist 
dies on June 24, 2000, and the value of the painting immediately goes up to $100,000. 
 
VA uses VA Form 21-8049, Request for Details of Expenses, to obtain information about the 
veteran’s financial status and determines that the painting valued at $100,000 makes the 
veteran’s net worth excessive effective June 24, 2000.   
 
Result:  Apply the end-of-the-year rule for the effective date and discontinue the award as of 
January 1, 2001. 
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Note:  If the claimant fails to disclose asset information and it is later determined that net 
worth was excessive from the effective date of the award, stop the award from date of 
inception.  The claimant was never properly entitled to pension. 
 
(Editor's note: What this instruction means to our readers is if the claimant divests assets 
in order to qualify for pension and VA finds out later that the divestment was not done 
properly or an exempt asset such as a home that is not occupied was in the name of the 
claimant, the entire award from day one is disallowed.  Remember, there is no legal 
requirement to divulge asset arrangements prior to applying for the benefit.  Thus, 
divestiture arrangements are never disclosed to VA and would only be discovered during 
an audit.  Disallowing the award means that VA will come back, perhaps years in the 
future if a negative determination is made on divestiture, and demand its money back.) 
 
Reference:  For more information on the effective date for discontinuance due to net worth 
barring entitlement, see 38 CFR 3.660(a).  (See excerpt from this regulation further on below) 
 
When to Consider the Spouse’s Net Worth 
The net worth of the veteran’s spouse, including separate property, is a factor in Improved 
Pension cases.  Deny the pension claim if, after considering all family income and the net worth 
of the veteran and spouse, it appears reasonable that some part of the estates of the veteran and 
spouse should be consumed for the veteran’s maintenance. 
 
When to Consider the Child’s Net Worth 
The net worth of the child of a veteran or surviving spouse can also be a factor for Improved 
Pension purposes.  However, do not add the child’s net worth to that of the payee.  Evaluate the 
child’s net worth independently and if the child’s net worth is excessive, remove the child from 
the award, per 38 CFR 3.274(b), regardless of whether removing the child and his/her income 
results in a higher rate of pension. 
 
Net Worth of a Child Entitled in His/Her Own Right 
Deny benefits for a child claimant if, after considering the income and net worth of the child, it 
appears reasonable that some part of the child’s estates be consumed for the child’s support.   
 
Payment of Benefits Based on the Reconsideration of Net Worth 
If it is determined that net worth is no longer excessive, resume an award that was discontinued 
because of excessive net worth from the date that net worth ceased to be excessive.   
 
However, if the claim has been finally adjudicated under 38 CFR 3.160(d) because one year has 
expired from the date of notice of the discontinuance or the date of denial on appellate review, 
the award cannot be resumed earlier than the date of claim, per 38 CFR 3.31 and 38 CFR 
3.660(d). 
 
Example 1: 
 October 14, 2005:  A veteran with a running award wins $100,000 in the Irish Sweepstakes. 
 November 1, 2005:  The award is stopped because the veteran’s income for VA purposes 

(IVAP) is projected to exceed the maximum annual pension rate (MAPR). 
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 November 11, 2006:  The veteran reopens the claim.  The veteran claims no income from any 
source.  VA writes to the veteran inquiring as to whether the veteran still has the $100,000 
and, if so, whether any interest is received from the $100,000.  The veteran writes back and 
states that she still has the $100,000 but that she keeps the money under her mattress and no 
interest is received.   

 December 24, 2006:  VA disallows the claim for excessive net worth. 
 December 27, 2006:  The veteran loses the $100,000 in a burglary. 
 January 24, 2007:  The veteran reopens the claim.   
 
Result:  Assuming the veteran still has no income, award pension effective December 27, 2006, 
subject to 38 CFR 3.31. 
 
Example 2: 
Apply the same facts as Example 1 above, but the veteran waits until December 28, 2007, to 
reopen the claim based on reduced net worth.   
 
Result:  The earliest date pension can be awarded is December 28, 2007, subject to 38 CFR 3.31. 
 
Denial Due to Excessive Net Worth 
 
Introduction This topic contains information on denial due to excessive net worth.  It includes 
information on 
 
 excessive net worth as a question of fact 
 when a formal net worth administrative decision is required 
 administration decisions 
 reopening a claim after denial for excessive net worth 
 specific exclusions from net worth, and 
 the convertibility of assets and three examples. 
 
Excessive Net Worth as a Question of Fact 
No specific dollar amount can be designated as excessive net worth.  What constitutes excessive 
net worth is a question of fact for resolution after considering the facts and circumstances in each 
case.  A number of variables must be taken into consideration when making a net worth 
determination.   
 
Factors to consider include   
 
 income from other sources 
 family expenses 
 claimant’s life expectancy, and  
 convertibility into cash of the assets involved. 
 
Note:  In general, the older an individual is, the smaller estate the individual requires to meet 
his/her financial needs.  The VA pension program is not intended to protect substantial assets or 
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build up a beneficiary’s estate for the benefit of heirs.   
 
When a Net Worth Decision Is Required 
A formal administrative net worth decision is required if 
 
 the beneficiary has net worth of $80,000 or more, whether or not net worth bars entitlement, 

or 
 net worth (of any amount) bars entitlement.   
 
Preparing Administrative Decisions 
When required, prepare a formal administrative decision for approval by an SVSR.   
 
Always consider the claimant’s net worth even though it might be below $80,000.  Net worth of 
substantially less than $80,000 could be a bar to benefits in a particular case. 
 
Prepare the administrative decision on VA Form 21-5427.  If the information needed to fully 
complete VA Form 21-5427 is not of record, initiate development.  The decision must be 
typewritten. 
 
Reopening a Claim after Denial for Excessive Net Worth 
Use the table below to determine if a claim can be reopened after denial for excessive net worth. 
 
 

If a claim is denied for 
excessive net worth … 

Then … 

or an award is discontinued 
because of excessive net worth

the claimant has one year from the date of 
notification of denial or discontinuance to 
submit new evidence or file a notice of 
disagreement (NOD). 

and circumstances change so 
that net worth no longer bars 
entitlement 

benefits can be paid from the date net worth 
is determined not to bar entitlement, 
provided the reopened claim is received 
before the denial for excessive net worth 
becomes final. 

 
Note:  Once the decision becomes final, the earliest entitlement date for a reopened claim is the 
date of claim, per 38 CFR 3.660(d).  (38 CFR 3.31 applies to the payment date.) 
 
Decisions by VA Are Based on Guidelines Instead of Specific Rules 
The material cited above from VA Manual M21-1 MR and 38 CFR Chapter 3 is mostly all-
inclusive pertaining to the determination for net worth.  There is little other supported official 
instruction other than -- we are certain -- internal memos and guidelines.  It is evident from the 
instructions and regulations above that decisions relating to allowable net worth are mostly 
subjective.  There are few specific rules governing adjudication in the area of determining estate 
and net worth. 
 



 93

Net Worth in Excess of a Reasonable Amount Will Disqualify for Pension 
Net worth in excess of $80,000 usually disqualifies the veteran or single surviving spouse 
household but that is not a rule, only an accepted administrative practice.  Any amount of asset 
below $80,000 can disqualify.  Determination of the proper amount of allowed net worth is 
dictated by whether liquidation of the asset over the applicant's lifespan along with household 
income can pay for the veteran household maintenance costs without help from VA. 
 
Under the rules in Manual 21-1MR that you read above, the veteran service representative 
processing the claim must submit paperwork for an administrative review from a superior in the 
regional office if assets are $80,000 or more or the service representative denies the claim based 
on assets of less than $80,000.  This puts a burden on the service representative to justify his or 
her decision.  This also allows assets that might be questioned or are on the border of being 
questioned to likely result in approval because the service representative must be able to justify 
his or her decision for denial in an appeal.  And since the decision is mostly subjective, the 
burden of proof lies on the side of the service representative and not the veteran. 
 
One method recommended for service representatives to determine the amount of allowable 
assets is to look at the entire cost of household expenses including long term care costs and then 
see if those costs could be covered by depleting assets -- where the cash is readily available -- 
combined with the household income.   
 
Consider the following example. 
A veteran household consisting of a veteran and a spouse have a combined total monthly income 
of $3,000.  They also own a piece of undeveloped land for which they paid $50,000 as a 
"surefire" investment -- advertised to double in price -- four years ago but currently only has a 
value of $20,000 because of the depressed real estate market.  Even to get $20,000 for the 
property would be difficult as there are no interested buyers.  The applicants produce letters from 
several real estate brokers that state the property could be worth $20,000 but comparable 
properties in the same development are not selling even at a discounted price.  There are no 
buyers.  In addition to the real estate, the couple has $50,000 in a CD in the bank.  Under these 
conditions, the veterans service representative cannot expect the couple to liquidate the property 
for an additional $20,000.  Any reasonable person would consider that the $50,000 is the only 
money available to help cover the so-called "maintenance" costs.  The claim that has been 
submitted has already been determined on basis of income to have an IVAP of zero dollars.  This 
is because the veteran is paying $4,000 a month for assisted living and will likely receive a rating 
for aid and attendance to make that $4,000 totally deductible for determining the IVAP.   
 
Adding together all household maintenance costs results in a grand total of $5,000 a month 
including the cost of assisted living.  The couple has a shortfall of $2,000 a month after applying 
their current income of $3,000 a month to their maintenance costs.  The veteran is 85 years old.  
Based on VA's life expectancy table above, he is expected to live another 5.9 years or 
approximately 71 months.  Using a life expectancy approach to utilizing the asset for 
maintenance, the service representative divides the $50,000 in the CD by 71 resulting in a 
monthly benefit of $704 over the life span of the veteran.  This amount of money does not even 
come close to making up the shortfall of $2,000 a month.  Based on a lifespan analysis used by 
the service representative, the award will be granted. 
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Reopening the Case with New Evidence 
If an applicant has been denied because of disqualifying net worth, the case can be reopened if it 
can be shown that the net worth has changed such that the applicant would qualify.  There is no 
need to wait a year to reapply.  However, waiting a year beyond the original claim effective date 
to reopen the case does not work.  After a year from the effective date -- with a denial -- the case 
cannot be reopened and a new claim must be filed.  This means that the effective date of the 
original claim will be lost. 
 
Assets Must Be Completely Divested Including No Life Estates 
Any assets that are not exempt must be completely divested or they will be counted in the estate 
for determination of net worth.  This means not only removal of ownership but also any interest 
or control over the asset such as a life estate.  This would also include trusts that allow for having 
access to the funds in the event of long term care or other catastrophic needs or trusts that 
provide an income because this would also be considered having an interest in the gifted asset. 
 
Assets are also not considered as a gift if they are given to someone residing in the household. 
 
Exempted Assets 
A personal residence, automobiles used for transportation, personal property that is not an 
investment and a reasonable amount of land on which the personal residence sits are exempt 
from the net worth determination.  A personal residence occupying land or sitting on a farm 
owned by the veteran or in the same building as a business is only exempt to the extent of 
identifying the personal residence and a reasonable amount of land on which it sits.  The balance 
of the property is considered net worth for purposes of the asset test. 
 
Converting Assets to Cash Should Not Result in Substantial Sacrifice 
According to VA Manual M21-1MR,  
 

" One factor to consider in making a net worth determination is whether or not the 
property can readily be converted into cash at no substantial sacrifice.  This means that a 
claim should not be denied for excessive net worth if the claimant cannot convert assets 
into significant cash assets because of temporary market conditions or other reasons.   
 
However, if a piece of property can be converted into significant cash assets, it is 
immaterial that the property was worth more in the past or might be worth more in the 
future.  The sole question to consider is how much money the claimant would receive if 
the property were sold at this time."   
 

In essence, a claim cannot be denied if an asset that would count towards net worth cannot be 
converted into cash "without substantial sacrifice."  This might include the effects of temporary 
market conditions or "other reasons."  It is these other reasons that may allow planning 
opportunities for reallocating assets that do not rely on gifting those assets. 
 
Also from the material above, if the asset has any market at all, the principle of substantial 
sacrifice means that VA will except for value the actual market value at time of application.  For 
example suppose an asset was worth $100,000 three years ago but only has a current value of 
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$10,000 to any interested buyer.  The asset at $100,000 would undoubtedly bar any award but 
VA will except the $10,000 value and that would unlikely bar any award. 
 
Typical Asset Reduction Strategies 
Assets can be reduced in several ways.  The first is simply giving away the title to the asset as 
well as total control.  As an example, suppose that Mary has $100,000 in a CD in the bank.  
Mary could simply give $80,000 of that to her daughter and no longer have any control over it 
meaning her name is not on the account anywhere.  Mary would retain $20,000 in her own name 
and could qualify.  Remember, VA has a special rule that the money cannot be gifted to anyone 
living in the Mary's home.  This would not be a gift for VA purposes and VA would still 
consider the money to be owned by Mary. 
 
A second way is to transfer assets into an irrevocable trust in which Mary has no direct control 
but may have some ancillary rights such as naming a new trustee or allowing Mary to transfer 
additional property into the trust.  Care must be taken with such trust that there is no life estate 
interest or any control over the assets themselves. 
 
A third way to reduce asset value is to dilute the ownership interest.  For example, suppose Mary 
has two daughters.  She could put both daughters on her $100,000 CD account as owners.  With 
three owners, VA considers Mary's interest in the account to be $33,000.  This reduced amount 
would qualify Mary for the benefit.  The same ownership dilution could be done for a home that 
is no longer the personal residence and is not exempt. 
 
Changing Assets to Income for Veterans Benefit 
Another strategy to reduce assets in order to qualify for the VA benefit is to convert those assets 
into a guaranteed income stream called a "single premium income annuity."  This particular kind 
of contractual arrangement is no longer considered an asset for VA purposes.  If the additional 
income can be offset by recurring monthly medical costs, then we don't have to worry about 
giving anything away.  The assets still longs to the veteran household in the form of an income 
stream as opposed to a lump sum. 
 
Interest-Only Annuity for Veterans Benefits 
This particular arrangement uses the single premium income annuity outlined above.  The 
difference is that the veteran household cannot add additional income without eating into the 
veteran benefit.  This approach solves that problem.  For example suppose that Jim and Ruth 
have $300,000 in assets other than the home.  They need to get those assets down to about 
$40,000 in order to qualify for the veteran's benefit.  They purchase with $260,000 a special kind 
of income annuity that pays interest only.  Assume the annuity pays interest of 2% annually 
which would be $5,200 in income a year.  On a monthly basis this represents an additional 
monthly income of $433.  This additional income is probably not enough to reduce the amount 
of veterans benefit they will receive. 
 
At the end of five years, they get back their original investment of $260,000.  At this time, they 
will have to deal with the fact that they will no longer be eligible for the veterans benefit with 
this amount in assets.  However, one way to approach it is to purchase a brand-new five-year 
interest-only income prior to the payout at the end of five years. 
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Personal Residence 
The personal residence, a reasonable amount of property on which it stands and other personal 
items not being used as investment are exempt from the asset test.  This includes household 
goods, automobiles, motorcycles, snowmobiles and so forth.  Other real property that is not 
considered a personal residence is considered an asset.  Ownership in this property could very 
well prohibit qualifying for the benefit. 
 
For example, what does one do with rental properties or with ownership in a farm?  There are 
some strategies that can be used but we won't go into them here. 
 
If the personal residence becomes unoccupied by the veteran or spouse because the family has 
moved to some other living arrangement such as assisted living or a child's home, the personal 
residence now becomes an asset and must be included in qualification for the benefit.  The point 
at which the personal residence is no longer exempt becomes the point at which VA could 
discontinue the benefit due to excess net worth.  For example, if Sylvia leaves her home to go to 
assisted living and is not in the process of selling or transferring title, at this point, VA typically 
considers it is not exempt and will consider the value of the home in the net worth determination.  
If this condition is never corrected, and two years later, as an example, VA finds out about it, VA 
could determine that Sylvia was never eligible for the benefit when she was no longer living in 
the home.  VA could demand back all of its money from this point.  In this case, it could be close 
to $25,000 that Sylvia would have to pay back to VA. 
 
It is extremely important to take care of this personal residence issue prior to making application 
for a benefit. 
 
Joint Ownership 
Establishing joint ownership is a simple strategy to reduce the value of the assets in order to 
qualify for the VA benefit.  For example suppose Max and Irene have $100,000 in a bank 
account.  Suppose that for qualifying for the asset test, they can have no more than $40,000 in 
the bank.  Max and Irene have three children.  A simple strategy is to put their three children on 
the bank account as joint owners.  VA now considers that each person on the account has a 
proportional ownership in the asset.  Max and Irene are considered jointly as 50% owners prior 
to adding the children.  The $50,000 that each of them owns in the account must be added 
together for the household for the asset test.  Adding the children to the account brings the total 
owners to five.  Each person now owns $20,000 worth of the account.  Thus, Max and Irene's 
share of the asset is $40,000 and they should qualify for the aid and attendance benefit. 
 
This strategy can also be used to reduce the value of a personal residence that is no longer 
exempt.  Suppose that Martha has a home worth $200,000 but she has a reverse mortgage against 
it for $120,000.  The family is in the process of trying to sell the home because Martha is no 
longer living there and is in assisted living.  The bank is requiring the sale in order to get the 
mortgage paid off.  Martha's net estate is $80,000 and this would normally prevent her from 
getting the aid and attendance benefit.  She can put her two children on the title of the home 
along with her name as joint owners.  This reduces her net estate to $27,000 and she will likely 
qualify for the aid and attendance benefit. 
 
 



 97

Private Purchase Installment Plan 
A private purchase installment plan is a sale of a property such as a business, a farm or a 
personal residence.  The agreement is typically between a parent and one or more children.  The 
purpose is to convert an asset into something other than an asset.  For example suppose Ralph 
sells his rental property to his son John for $240,000.  John agrees to pay Ralph 60 monthly 
payments with interest.  This is a private agreement and the title officially does not transfer to 
John until he has paid the full amount.  John, however still owns an interest in the title depending 
on the structure of the loan.  For VA purposes, the private installment sale is set up so that the 
loan cannot be sold to a third party buyer or used as collateral for another loan.  This bar to 
creating cash from the property means that it has no value for VA purposes.  The payments that 
John makes to Ralph are not considered income for VA purposes until John has paid back the 
entire principle which could be several years from now.  After $240,000 has been repaid, then 
the remaining payments represent interest on the loan and Ralph counts each entire payment as 
income. 
 
The Dilemma with the Home 
We have already discussed the issue with the home being exempt with an initial application but 
becoming an asset at the point at which it is no longer a personal residence -- meaning the 
veteran or spouse no longer lives there.  The problem with this issue is that in the process of 
moving to an assisted living or nursing home, the issue of the home becoming an asset is either 
forgotten or ignored.  As has also been mentioned, the point at which the home is no longer 
being occupied disqualifies the recipient from the first of the month following the month in 
which this occurs.  If VA finds out years later, it will demand all of its money back from the end 
of the award calendar year.  If VA determines that the home was an asset and not exempt when 
the initial application was made, VA will demand all of its money back from day one. 
 
How does VA find out?  Sometimes, in filling out the EVR, family members list the house as an 
asset.  This then becomes a red flag for VA to follow up on.  Oftentimes, family will be trying to 
sell the home to free up assets.  If the veteran beneficiary or the surviving spouse beneficiary still 
has her name on the title at the point-of-sale, VA will find out.  At the sale, a 1099S must be filed 
with the IRS.  VA receives notice of this document from the IRS.  The person who is on the title 
at the point-of-sale is the person listed on this document.  Therefore, regardless of how the 
money from the sale is handled, it is irrelevant to VA because the property was in the name of 
the veteran or surviving spouse beneficiary when it was sold.  VA will investigate and find out 
how long the property was in the name of the beneficiary. 
 
The dilemma with allowing the home to go to sale is that if the house was not originally listed as 
an asset, the sale of the property represents income.  This disqualifies the beneficiary for 12 
months or through the end of the year pending the EVR in January.  Unlike an asset, which could 
be dealt with in a matter of weeks and the benefit would start up again in the following month, 
income disqualifies for a longer period.  If the money is retained beyond the disqualification 
period, it then becomes an asset for the following year and continues the disqualification. 
 
Another way that VA could find out about the home is if it is being rented out.  This rental 
income would have to be reported on the EVR.  Yet another way is if the beneficiary has to 
apply for public assistance or goes through a guardianship procedure.  Because of the receipt of 
VA benefits, VA will be notified of the financial condition of the beneficiary. 
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Medicaid Long Term Care Strategies 
 
Transferring Assets to Accelerate Qualification for Medicaid 
Medicaid is discussed in some detail in a previous section.  Generally, Medicaid comes into play 
for seniors when there is a need for nursing home care.  Nursing homes are extremely expensive.  
Most older people don't have the income to cover nursing home costs especially if there is a 
healthy spouse at home.  They generally rely on accumulated assets to cover the difference.  But 
those expensive costs can chew away assets rather quickly.  The only way to preserve any assets 
under Medicaid nursing home coverage is to transfer those assets to the intended heirs at some 
point prior to needing a nursing home or during the nursing home stay. 
 
Transferred assets will cause a penalty as described previously and below.  But transferring 
assets will also allow Medicaid to pay for its share of care at an earlier point.  The goal of this 
planning is to get as much money into the hands of the healthy spouse or the children and reduce 
the amount of assets that have to go towards the private pay cost of a nursing home. 
 
Dealing with Medicaid Penalties 
Gifting assets for Medicaid purposes creates a penalty.  The penalty is determined by dividing 
the amount of gifted asset by the state Medicaid rate.  This is supposed to be the average monthly 
nursing home cost in the state.  Suppose John gave away $200,000 and his state Medicaid rate is 
$5,000 per month.  John's penalty is 40 months.  This means that when John would otherwise 
qualify for Medicaid and he applies for benefits, he must pay for his own care for an additional 
40 months before Medicaid will take over.  If the $200,000 that John gave away is not available 
to pay for this extra 40 months of care, John has a real problem. 
 
The planning that is done in conjunction with these gifts must take into account how the penalty 
period will be covered.  There are a number of strategies that address this issue.  Some of the 
more common ones are discussed below. 
 
The Look Back Rule 
The Medicaid penalty is assessed up to five years after the date of gifting the asset.  Using our 
example above, if John gives away his $200,000 on January 1 of 2011, and he applies for 
Medicaid prior to January 1, 2016, he will be assessed his penalty.  If he applies after January 1, 
2016 the penalty will not be assessed. 
 
There is a hidden danger in applying for Medicaid within the five-year look back period.  If the 
amount of money gifted is too large, the penalty can exceed five years and it's better either not to 
do the gifting if one is anticipating Medicaid within five years or to somehow figure out how to 
get past the five years if a large sum of money is gifted. 
 
For example suppose John had given away $600,000.  If the Medicaid rate is $5,000 a month, his 
penalty is 120 months or 10 years.  With this kind of penalty Medicaid would likely never have 
to pay any of John's care costs.  Obviously with a gift this size John would design a strategy 
where he would definitely not apply for Medicaid within the five-year look back.  Such strategies  
can be designed so as to maximize the amount of money ending up with the surviving spouse or 
other intended beneficiaries. 
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Medicaid Spend down Redirected to Family Members 
Money that would normally have to be spent towards nursing home costs to deplete assets in 
order to qualify for Medicaid could be redirected for other purposes to benefit members of the 
family.   In a sense, this is additional money that would not have to be spent for long term care 
costs but could be used for family members.   Let's look at an example. 
 
Suppose John has $201,999 in cash equivalent assets and about $3,000 a month in income.   This 
is the money that Medicaid attributes to John that must be spent down before he could qualify for 
Medicaid.   John has to go to a nursing home.   The nursing home costs $7,000 a month.   John 
must spend $200,000 of his cash leaving him with $1,999 and then Medicaid will cover the 
difference between his income and the nursing home.   Normally, the family assumes that the 
$200,000 must be spent on the nursing home.   John must come up with an additional $4,000 a 
month on top of his income in order to cover the nursing home cost.   Assuming he uses all of his 
money for nursing home costs, it will be totally depleted in 50 months (or a little over four years) 
and then Medicaid will take over paying the $4,000 a month that he is deficit. 
 
But the $200,000 does not have to be spent on a nursing home.   John could withhold about four 
or five months worth of nursing home costs from his $200,000 and then use the balance of the 
money for any one or any combination of the strategies below.   Let's assume that John 
withholds $20,000 for the nursing home cost for five months while he is pursuing some or all of 
the strategies below.   The $180,000 that he has left will likely end up with the family instead of 
being spent on the nursing home.   After five months his $20,000 is depleted and Medicaid will 
take over. 
 
Purchase Home Improvements 
John's state allows him to sign an intent to return home which would last indefinitely.   This 
means that his home is exempt from Medicaid spend down but not from Medicaid recovery.   If 
John had a spouse or a qualifying dependent or sibling living in the home, John would transfer 
his interest in the title to that person.   At this point, the property is still exempt because it was an 
allowable transfer.   However, the property is no longer subject to Medicaid recovery because it 
is no longer in his name.   Prior to transferring the title, John could put a substantial amount of 
money into fixing up the home to make it more valuable.   Thus, when the home is eventually 
sold, the appreciated value will go to the person who is living in the home or to other members of 
the family. 
 
Invest in Income Producing Property 
John can also use his money to convert it into an exempt assets for Medicaid purposes.   The 
value of assets that are used for business purposes is exempt for Medicaid purposes.   John could 
use his cash to purchase income producing property which has now converted to cash into an 
exempt asset for Medicaid purposes.   This income property could be managed by John's spouse 
or his family to create additional income.   Even though the income would have to be used 
towards John's nursing home cost, the equity value of the property could be retained by his 
family or his spouse if the proper arrangements are made. 
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Personal Care Arrangements 
Most states will allow members of the family to be paid to take care of a potential Medicaid 
beneficiary.   If these arrangements are set up properly, the money represents a legitimate 
expense and not a gift to the family member.   Most states only allow this transfer on a month-to-
month basis so this strategy is not very useful for transferring large sums of money for Medicaid 
spend down purposes.   Let's suppose that John contracts with his children to provide care 
services for him to help him stay at home instead of going into a nursing home.   This requires a 
substantial amount of care and John pays members of his family $8,000 a month to provide this 
care.   As long as the arrangement is set up according to Medicaid rules, this is a legitimate 
monthly cost and not a gift to family members.   Thus, no penalty is created for giving this 
money to the family.   On the other hand, the family must work hard for this money because it is 
not a gift.   Perhaps John could maintain this arrangement for 12 months before the family 
becomes worn out and John has to go to a nursing home.   Effectively, John has transferred about 
$100,000 of his money to his family. 
 
In some states, a lump sum can be set aside to pay for the family-provided services whether John 
is at home or in a nursing home under Medicaid.   This setaside is equivalent to the number of 
months John is expected to live.   According to the life expectancy table used by John's state, 
John is expected to live another five years or 60 months.   If John were in a nursing home under 
Medicaid, paying his family an additional $2,000 a month to provide supplemental care under a 
legitimate personal service arrangement, $120,000 of John's money could be set aside for this 
purpose and it would be a legitimate transfer and not a gift. 
 
Purchase a New Vehicle And/or Personal Property 
A vehicle and personal property are considered exempt assets for Medicaid purposes.   However, 
one cannot be too greedy in purchasing very expensive automobiles or expensive jewelry 
expecting these to be gifted to family members or resold.   Medicaid has its limits.   On the other 
hand, a new van with a wheelchair lift costing $50,000 could be a legitimate purchase.   A 
member of the family would eventually inherit this van.   Likewise, John could purchase new 
furniture and appliances for his home knowing that his family would need these things after he 
were gone. 
 
Funeral and Burial Trusts 
Most state Medicaid programs allow money to be set aside to pay for funerals and burials.   In 
many cases this money has to be in a trust in order to protect it as a non-countable assets for 
Medicaid purposes.   Some states have a limit on how much money can be set aside and others 
do not.   The money must be used for a funeral and burial purposes.   The trust must provide that 
any money not used will revert back to the state. 
 
This planning technique allows money to be set aside for other than long term care purposes.   A 
funeral and burial could cost anywhere from $8000-$10,000 and this strategy provides the extra 
cash for this purpose. 
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Half a Loaf Strategy for Medicaid 
Anyone desiring help with Medicaid to pay for nursing home costs must have less than $2,000 in 
his or her name.  If someone starts out with a substantial amount of money and ends up in a 
nursing home, that money must be spent down to less than $2,000 before Medicaid will help 
cover the cost of the nursing home.  Sometimes a Medicaid recipient would like the family to 
have some of his or her money instead of spending it all.  By the way, the money does not have 
to be spent on nursing home care.  It can be spent on anything as long as it is not given away to 
someone else or used to buy something for less than its actual value from another person. 
 
One strategy to get money into the hands of family members or someone else who might benefit 
from that money is to use the so-called half a loaf strategy.  Here is how it works. 
 
Suppose Jim has $102,000 in the bank and wants to give this money to his son.  Jim could give 
$100,000 plus a few pennies to his son and then apply for Medicaid.  Assuming he meets the 
medical requirement for Medicaid, Jim would be eligible except for the fact that he made a gift.  
Assume that the state Medicaid rate in Jim's state is $5,000 a month.  Jim has incurred a 20 
month penalty and cannot receive help from Medicaid until he has paid the difference between 
the nursing home cost and his income for 20 months.  Jim's income is $2,500 a month and the 
cost of the nursing home in his case is actually $5,500 a month.  Jim has to come up with another 
$3,000 a month for 20 months or a total of $60,000.  Knowing this, Jim could give the full 
$100,000 away and his son could use $60,000 of the money to cover the difference in cost and 
pocket the extra $40,000.  After $60,000 is spent on his behalf, Jim has met the penalty and 
Medicaid takes over and his son can keep the remaining $40,000.  In some states, the money 
given back on Jim's behalf by the son could be a reinstatement of the gift and could actually 
reduce the penalty on a month-to-month basis.  In this way, the son could actually keep more of 
the money by reducing the penalty month to month. 
 
Another way to cover the penalty is for Jim to give $60,000 to his son and retain $40,000.  This 
produces exactly a 12 month penalty from Medicaid.  Jim buys a 12 month income annuity with 
the $40,000 that pays 2% a year in interest and gives him $2,990 a month for 14 months.  Jim 
must be careful that the income he creates is a little less than his actual cost.  If his income 
exceeds his actual cost, the state will not consider that he is meeting his Medicaid penalty and the 
strategy has been in vain. 
 
This gifting strategy allows him to give an additional $20,000 to his son over the previous 
strategy.  In this case, the son pockets $60,000 of the $100,000 instead of pocketing $40,000 as 
in the previous strategy example above are. 
 
This second strategy is called the half a loaf strategy.  So why not use this second strategy all the 
time since it puts more money into the hands of a beneficiary?  If the penalty generated by a gift 
is less than 12 months, it is difficult to find an insurance company that will create an annuity 
income for fewer months than that.  Some companies might go with 10 months but very few will 
go with less than 6 months.  Without being able to convert the asset to an income, Jim has 
defeated his purpose and has to go with the first strategy.   
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Community Spouse Annuity for Medicaid 
There is an asset test for Medicaid long term care purposes but essentially no income test.  Even 
in those 22 states that do employ a strict income test for qualification, people can qualify with 
more income simply by putting their cash flow stream into a certain kind of approved trust for 
Medicaid purposes.  These are typically called income qualifying trusts or more commonly 
Miller trusts.  Since there is essentially no income test, a good way to divest assets for purposes 
of qualifying for Medicaid is to convert those assets to income. 
 
Unfortunately, Medicaid is wise to this practice and for a Medicaid recipient to convert assets to 
income hoping to have Medicaid pick up the difference and after have the remainder of the 
income stream go to a member of the family does not work.  There are certain rules and penalties 
for doing this that basically shut down this strategy. 
 
There is one strategy for converting assets to income that is still allowed under certain 
conditions.  Previously we learned that a married couple is required to split up their assets with 
the so-called community spouse keeping her state-allowed portion for her needs and the nursing 
home spouse having to spend down his share of the assets before one can qualify for Medicaid.  
He could certainly employ the half a loaf strategy with someone other than his wife, but she 
should be the recipient of the extra assets in order to maintain the lifestyle that was experienced 
before nursing home care threatened to destroy everything. 
 
The strategy is called a community spouse Medicaid annuity.  Here's how it works.  Suppose 
Fred and Mary divided up their $100,000 in resources each taking $50,000 when Fred applied 
for Medicaid.  (In about half the states this division of assets might work somewhat differently 
and Mary could keep the entire $100,000).  Fred has to spend his $50,000 down to less than 
$2,000 and then Medicaid will take over his uncovered nursing home costs.  Instead, Fred 
transfers his $50,000 to Mary.   
 
As far as Medicaid is concerned, the $50,000 still belongs to Fred even though Mary now owns 
it.  But Mary can buy an income annuity with this $50,000 that meets certain Medicaid rules and 
this income annuity has turned the asset into a non-countable income stream.  Fred is now 
eligible for Medicaid and Mary has additional income that can help her deal with her needs in the 
community.  If Fred dies before the end of the annuity payout, the balance of that payout, up to 
what Fred owes Medicaid for covering his care costs, must be paid to the state.  Mary gets to 
keep what's left. 
 
Some states are really not very cooperative about allowing this practice and seem to try every 
tactic possible to discourage these types of arrangements even though under federal law they are 
legal.  Other states are more amenable.  Every state that has been challenged up to a federal court 
level has so far lost its case in trying to prevent these kinds of arrangements. 
 
Personal Service Contracts for Transferring Assets 
A personal service contract is a paid services arrangement between a member of the family and 
the person needing care.  Typically, children or grandchildren will care for aging loved ones in 
their home.  They might provide help with activities of daily living such as getting out of bed, 
dressing, bathing, using the bathroom and so forth.  Help might also be provided with cooking 
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meals, cleaning, answering the phone, running errands, paying bills and so on.  In some 
instances, constant supervision must be provided for loved ones who suffer from dementia or 
severe memory loss. 
 
Family members often offer these services without reimbursement.  There are many reasons why 
family members could be paid for their services under a personal service contract.  Probably the 
most important is a situation where a family member has limited employment or quit 
employment altogether in order to take care of a loved parent or grandparent at home.  Being 
paid for this care helps compensate for loss of income.  Another reason might simply be that if 
there are assets to pay for the care, the family members providing care deserve to be paid for 
their time. 
 
Personal service contracts can also be used to transfer assets prior to application for Medicaid.  
As we learned previously, transferring assets to a member of the family where no legitimate 
product or service of equal value is provided in return, results in a penalty from Medicaid when 
application is made.   
 
Most states allow a potential Medicaid applicant to transfer money to children or grandchildren 
in exchange for legitimate care services provided at home or in the facility.  One state in 
particular -- Florida -- allows a lump sum to be set aside to provide care for the remaining years 
of the Medicaid recipient's life.  In other words, someone anticipating Medicaid in Florida, could 
transfer 7 years worth -- for a family member with that amount of life expectancy -- of money for 
personal care services from a member of the family and essentially remove that money from the 
estate.   
 
For example, suppose Mary set aside $150,000 in a special account for her daughter Melissa to 
provide care for the rest of Mary's life.  If this is done properly and following the correct rules in 
Florida, the $150,000 does not count as a gift and does not produce a penalty when Mary would 
apply for Medicaid. 
 
Most states do not allow this kind of a lump sum set-aside.  They only allow money to be gifted 
on a month-to-month basis.  This is still a valid strategy if it is started years before applying for 
Medicaid.  A substantial amount of money can still be transferred to the children without 
creating a penalty. 
 
Personal care service contracts must be created in accordance with the rules set by each state.  
This usually means an acceptable care contract, care logs to provide evidence of providing the 
services and evidence that the person providing the care is billing the services at a reasonable 
cost.  In most cases a reasonable cost would be somewhere around $20-$30 an hour. 
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Other Potential Strategies for Accelerating Medicaid Payment and Gifting Assets 
We could provide pages and pages of additional strategies that are acceptable for accelerating 
Medicaid payment and gifting assets without triggering a penalty for Medicaid.  Here is a list of 
just of a few of these strategies. 
 

 using a promissory note to transfer property 
 converting countable assets to exempt assets by purchasing automobiles, paying for home 

improvements or purchasing a new home outright 
 reducing assets by investing in a child's home 
 investing assets into exempt income producing property or other trade or business 
 investing assets into exempt tangible personal property 
 using available strategies to maximize the community spouse minimum resource 

allowance 
 making sure that the community spouse minimum monthly maintenance allowance is 

being used to its maximum extent 
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Dovetailing Medicaid and the Veterans Benefit 
 
 
In some instances, in order to qualify for the veterans aid and attendance benefit, assets need to 
be given away.  This gifting creates a penalty if the VA beneficiary ever has to apply for 
Medicaid.  Unfortunately, need for the aid and attendance benefit is often a predictor for 
Medicaid.  As a general rule, individuals cannot get the VA benefit unless they are paying for the 
cost of long term care.  If the need for long term care escalates and results in expensive nursing 
home care, it is very unlikely that the VA beneficiary could afford the monthly nursing home 
cost by combining personal income, the VA benefit and remaining assets.  Application for 
Medicaid in this circumstance is often an inevitability. 
 
Thus, every VA planning case must also be a potential Medicaid planning case.  We discuss 
below a few of the issues where planning for VA and Medicaid overlap. 
 
Concurrent Income from Medicaid and VA 
Until September 2011, VA will not pay a single beneficiary in a nursing home and receiving 
Medicaid more than $90 a month.  If the beneficiary was receiving the full aid and attendance 
benefit prior to applying for Medicaid, VA must be notified of the Medicaid application and the 
agency will reduce the income for the single beneficiary.  This applies both to a single veteran 
receiving pension and a single surviving spouse of a veteran receiving death pension. 
 
If the veteran receiving aid and attendance is married and in a nursing home and applies for 
Medicaid, VA will pay the full benefit.  For a single veteran in assisted living or at home and on 
Medicaid this rule does not apply.  It only applies to nursing homes.  VA will pay the full benefit 
as long as the recipient is not in a nursing home. 
 
This concurrent income rule allows for some planning strategies around VA and Medicaid.  In 
particular, the extra money from VA in a nursing home for a married veteran, allows for a slower 
burn rate on the existing assets, using the reverse half a loaf strategy and allows for a gift to the 
children to be of a larger magnitude. 
 
Medicaid Funeral Trust 
Medicaid allows for a certain amount of money to be set aside in a special trust that meets 
Medicaid rules and that provides for a funeral and burial.  Each state allows a different amount 
but it is generally in the range of $10,000-$20,000 that can be set aside.  This money does not 
have to be spent down in order to qualify for Medicaid.  The money must be used for a funeral 
and burial and any remaining money will revert back to the state to help cover the long-term care 
costs that Medicaid paid for. 
 
Every aid and attendance applicant as well as a spouse that has assets should set money aside 
into one of these funeral trusts if a funeral and burial have not already been planned for and 
prepaid. 
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Reverse Half a Loaf for Medicaid and Veterans Benefit 
The half a loaf strategy for gifting was discussed in the Medicaid section above.  The reverse half 
a loaf strategy is a variation on that.  The reverse half a loaf fits nicely with the aid and 
attendance benefit.  Most states allow this strategy for Medicaid purposes but some might have 
restrictions on its use.  Here is an example of how it works. 
 
Suppose that John is applying for the aid and attendance benefit but in order to receive it he has 
to give away $100,000 in order to meet the asset test.  His intent is to give this money to his 
children in the form of an irrevocable trust that is intentionally defective for IRS income tax 
purposes.  The state Medicaid rate in John's state is $5,000 a month.  John creates the trust and 
the gift, but by so doing he triggers a penalty of 20 months if he ever applies for Medicaid.  This 
penalty will persist for 60 months from the date of the gift after which the penalty will expire and 
will longer apply. 
 
Suppose John's income is $2,500 a month and he is single.  The numbers that we are using are 
identical to the half a loaf example we used previously.  In this previous example, John would be 
able to gift $60,000 to his family that could be kept by the family and John would use the 
remaining $40,000 to pay for the 12 month penalty that would result.  John avoids having to 
spend down his $100,000 to less than $2,000 in order to qualify for Medicaid and is able to get 
$60,000 permanently into the hands of his family. 
 
Reverse half a loaf is an attempt to give away the entire amount and get through the five-year 
look back.  This is more applicable, because John is probably starting out with home care or 
assisted living and may not have to move to a nursing home.  In the meantime he is receiving the 
aid and attendance benefit.  But if this doesn't work, the amount that would have been gifted 
under regular half a loaf is retained by the family and the family gives back the amount that 
would have been retained by the Medicaid recipient.   
 
Let's look at the reverse half a loaf strategy.  John transfers his entire $100,000 to his family to 
start the clock ticking on the 5 year look back.  Remember, he would have gifted $60,000 where 
he would be applying for Medicaid immediately.  Unfortunately, he doesn't get through the 
entire 5 year period and must apply for Medicaid after 4 years.  John did not escape the penalty 
and has generated a 20 month penalty for Medicaid.  John's family could give him back $40,000 
and John ends up with a 12 month penalty which the $40,000 will cover.  The VA benefit allows 
his family to keep more than $60,000.  Most states allow reversal of the gift, but some states may 
not allow this unless the entire amount is given back.  It is important to know which states will 
not recognize the reversal of a gift for Medicaid purposes. 
 
With John receiving the extra money from the veterans benefit, the reverse half a loaf will allow 
the family to retain more of the assets.  Even though John is single and in a nursing home, until 
he actually qualifies for Medicaid, VA will continue to pay the full benefit of $1,644 a month.  If 
we add this VA benefit onto his income from the previous example, John now has a total income 
of $4,144 a month.  This gives him more money to cover the private pay of the nursing home 
under the penalty period.   
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Since John has given away the money to qualify for the VA benefit, the children must now pay 
the difference between the nursing home cost and John's income to allow him to cover the 
Medicaid penalty.  Under the previous example, the children returned $40,000 and John has 
enough with his income to cover the private pay cost.  By dovetailing with the VA benefit John 
has more income than in the previous example and the children only need to return $22,000 to 
John and that gives him enough money to cover a 16 month penalty by converting the $22,000 
into a 17 month immediate annuity paying $1,300 a month. 
 
By dovetailing Medicaid with the VA benefit, the children get to keep $78,000 instead of 
$60,000 of John's assets as in the previous example without the VA benefit. 
 
Penalty Payback Option for Veterans Benefit and Medicaid 
As was mentioned in a previous section, sometimes half a loaf and reverse half a loaf do not 
work.  This is because the money retained by the Medicaid beneficiary has to be converted into 
income in order to make this strategy work.  If the penalty is less than 12 months, it might be 
difficult to find an insurance company that will generate an income annuity for 12 months or 
less.  In this case, we have to go with a less desirable strategy and have the children retain the 
entire amount of the gift and then give back to the Medicaid beneficiary an amount each month 
to cover the private pay during the penalty period. 
 
Let's look at John from the previous example.  John's personal income is $2,500 a month.  
Instead of gifting $100,000, John gifts $50,000 to his children in order to qualify for the VA 
benefit.  With the VA benefit, John's income is now $4,144 a month.  Let's suppose that John 
now needs to apply for Medicaid within the 5 year look back.  Using reverse half a loaf, the 
children give John back $11,000 to create an annuity income.  John now has a penalty of eight 
months in which he has to pay the private pay cost of the nursing home with his income and the 
$11,000.  John cannot find an insurance company that will sell him an income annuity for only 
eight months.  Without being able to convert his portion of the gift into income, he will simply 
have to spend down the $11,000 over 4 remaining months before the penalty of 8 months applies 
for his $39,000 gift that he gave to the children.  In essence, the net result is as if the children had 
retained the full $50,000 and the gift of $11,000 was wasted. 
 
A less desirable strategy can be used for the children to retain assets.  The children must gift 
back monthly the amount of money necessary to cover the private pay portion for the nursing 
home during the penalty.  In this case the children retain the full $50,000 and the penalty is 10 
months.  The nursing home cost is $5,500 a month.  The children must provide $1,356 a month 
for 10 months to pay their father's private portion cost.  This is a total of $13,560 that must be 
taken out of the $50,000.  The children retain $37,460.  If they had been able to do the reverse 
half a loaf they would have retained $39,000. 
 
Some states actually recognize the return of the gift on a month-to-month basis and allow credit 
towards the penalty on a month-to-month basis.  In these states, either of the strategies -- reverse 
half a loaf or direct pay back -- would produce the same amount of money for the children to 
keep. 
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Protect the Home from Medicaid Recovery 
 
 
Description of Medicaid Estate Recovery 
Federal law allows states to recover money spent on behalf of the Medicaid beneficiary after that 
beneficiary's death.  Recovery concentrates on what Medicaid considers an "estate."  For most 
purposes, the only estate asset remaining at death is the personal residence. 
 
Each state approaches recovery differently.  In some states, recovery is only executed if the 
personal residence shows up in probate court.  In these states -- there are only 13 of them left -- a 
simple family living trust would likely prevent recovery.  In other states, the definition of estate 
is expanded to include trusts or life estates and virtually any other property in which the deceased 
person had an interest.  Typically, the state will wait until the last death in order to place a lien 
against the property.  If a community spouse is living in the home, the state will wait until after 
she dies before applying its lien.  In many states, if the community spouse outlives the Medicaid 
beneficiary, the state will not attempt recovery at all and will simply ignore it. 
 
A few states have adopted a federal lien procedure called a TEFRA lien.  This allows the state to 
place a lien against the home as soon as his state starts paying for Medicaid costs.  In these 
states, there is little that can be done to protect the home from recovery.  These liens cannot be 
applied if the spouse is living in the home or if certain other entitled individuals are living in the 
home. 
 
In all states, Medicaid recovery does not occur if the home is worth less than a certain minimum 
limit established by the state.  Also, if recovery produces an undue hardship, no recovery occurs 
pending a "hardship hearing" with the state. 
 
How Medicaid Views the Personal Residence 
Almost all states allow the personal residence to abandoned if the Medicaid beneficiary signs "an 
intent to return home."  There may be some long term restrictions on this intent, meaning that 
after a certain period of time some states may question whether the beneficiary really could 
return home and may require a doctor's examination to verify this. 
 
The rationale for this rule is based on the idea that if a Medicaid beneficiary in a facility gets 
better, he or she has a place to live in.  In many cases, it is wise not to sell the home if it is vacant 
but to either rent it out and allow the rental income to subsidize the facility costs or to simply 
leave it vacant or to have a family member live there free of cost.  Sometimes, the recovery on 
the house is not significant enough to warrant selling it or perhaps the house can be refinanced to 
take care of the Medicaid bill and allow the family to retain ownership of the property. 
 
Medicaid -- Transferring Ownership of the Personal Residence 
For a single potential Medicaid beneficiary, transferring the ownership of the property to anyone 
other than the exempted individuals below will result in a penalty if Medicaid is applied for 
within five years of the transfer. 
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For a married couple, title on the property should be transferred to the community spouse -- the 
healthy spouse at home who is not receiving Medicaid.  In a number of states, the non-Medicaid 
spouse can transfer the property solely in her name to someone else and as a result completely 
remove the home from recovery.  In other states, this transfer will result in a gifting penalty for 
the nursing home spouse even though the nursing home spouse does not own the property.  If the 
community spouse successfully transfers the home, this will still create a penalty for her with a 
five-year look back if she ever has to apply for Medicaid. 
 
There are certain cases where the home can be transferred to someone else and it does not create 
a penalty.  Here are the exemptions. 
 
 transfer to the applicant's spouse  
 transfer to a child who is under age 21 or who is blind or disabled  
 transfer into a trust for the sole benefit of a disabled individual under age 65 (even if the trust 

is for the benefit of the Medicaid applicant, under certain circumstances)  
 transfer to a sibling who has lived in the home during the year preceding the applicant's 

institutionalization and who already holds an equity interest in the home  
 transfer to a "caretaker child," who is defined as a child of the applicant who lived in the 

house for at least two years prior to the applicant's institutionalization and who during that 
period provided care that allowed the applicant to avoid a nursing home stay.  Evidence of the 
care and the effort to keep the applicant one of a nursing home must be provided. 

 
Common Strategies to Protect the Home from Medicaid 
There are a number of strategies that can be used to protect the home from estate recovery.  In 
those states that go after probate property only, anything that keeps the house out of probate will 
suffice.  In other states, some common strategies include the use of irrevocable trusts or transfers 
before death, . 
 
Most of these strategies involve giving away ownership of the home.  This creates a penalty 
either for a potential Medicaid application or for someone already on Medicaid whose name was 
on the property.  There are also a number of strategies to deal with this penalty.  The reason for 
creating a penalty through an outright gift or a trust is to start the five-year look back.  Another 
reason might be to get the property out of the name of an aid and attendance applicant. 
 
Transfer of the property as a gift, thereby creating a penalty, can be reversed in almost every 
state.  In other words, if the consequences of a Medicaid penalty outweigh the advantages of 
gifting the property, the title is changed back into the name of the Medicaid beneficiary in order 
to allow that person to receive Medicaid benefits.  In case the Medicaid beneficiary is 
incapacitated, a proper durable power of attorney that includes gifting rights must be set up in 
advance while the person was competent to do this. 
 
Sell the House and Use Half a Loaf 
Selling the house is generally only an option if a spouse or another member of the family does 
not need to live there.  Selling the house might be an option for a single Medicaid beneficiary.  
Selling the house should be weighed against keeping the house as an exempt assets due to the 
Medicaid beneficiary signing an intent to return.  The amount of recovery against the house 
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depends on how much Medicaid has to pay for the beneficiary.  If this is a sizable monthly 
amount it could add up quickly.  Under these circumstances, over a period of a year or two, 
recovery could eat up the value of the home.  If this is the case, the possibility of selling the 
home sometime prior to applying for Medicaid or shortly after applying for Medicaid should be 
considered.  If the Medicaid obligation is not significant, perhaps the family could be satisfied 
with a recovery against the home. 
 
Funds from the sale of the home will disqualify the Medicaid beneficiary until he or she has 
spent down to less than $2,000.  However, a half a loaf gifting strategy could be used to transfer 
approximately 50% of the funds to someone else.  This strategy might make sense for these 
reasons. 
 

 Anticipated recovery against the house -- which is currently exempt -- will eat up its 
entire value fairly quickly 

 Selling the home while the owner is alive takes advantage of the capital gains exclusion 
and reduces or eliminates the taxes owed on capital gains 

 
Medicaid Recovery Where the Community Spouse Outlives the Nursing Home Spouse 
In many states, if the community spouse is alive after the Medicaid beneficiary dies, the state 
will not attempt recovery even after the death of the community spouse.  The home is always 
protected from recovery as long as the community spouse is alive whether he or she lives in the 
home or not. 
 
In those states that attempt recovery, the community spouse, if healthy, can employ a number of 
gifting strategies.  This is because Medicaid cannot apply a lien against the house while the 
community spouse is alive and living in the home.  This does not mean that if the state is entitled 
to recovery, it cannot pursue civil action.  Whether this happens on a regular basis we don't 
know. 
 
When the Nursing Home Spouse Outlives the Community Spouse 
If the community spouse dies prior to the nursing home spouse, under state intestate laws, the 
nursing home spouse will inherit the home.  If the home is solely in the name of the community 
spouse, then the home is not considered a personal residence by the nursing home spouse and the 
home is no longer exempt and will count as an asset.  This will disqualify the nursing home 
spouse for Medicaid. 
 
An attempt could be made where the home is solely in the name of the community spouse to 
create a will that disinherits the nursing home spouse.  Unfortunately, states do not allow spouses 
to disinherit each other and require that irregardless of any prior arrangements, a surviving 
spouse has a legal right to an "elective share" of the assets.  In some states, this could be a third 
of the amount or possibly one half of the amount or some other number. 
 
There is also a problem in those states where the community spouse transfers the home to 
someone else and that counts as a disqualifying gift for the nursing home spouse.  Thus any 
gifting arrangements prior to death would disqualify the Medicaid beneficiary. 
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An immediate and sudden death of the community spouse cannot be planned for.  An anticipated 
death, due to declining health, can be planned for.  Strategies for dealing with this potential 
problem need to be addressed by a qualified elder law attorney. 
 
Avoiding Recovery in Probate Only States 
In those 13 states that only apply recovery through the probate process, any planning strategies 
that bypass probate will prevent recovery.  This might include the use of a living trust or putting 
other people on the title in joint ownership with rights of survivorship. 
 
It should be noted that if the state changes its definition of "estate" to include trusts, life estates 
or other arrangements, there has been typically no grandfathering allowing application of the 
previous rules.  In other words, if the planning has been done to avoid probate and the state can 
now go beyond probate for recovery, little can be done to avoid this. 
 
Irrevocable Trusts for Avoiding Medicaid Recovery  
A properly structured irrevocable trust, meeting Medicaid requirements, that has title to the 
home, will avoid recovery.  The problem is that transferring the home to the trust will create a 
penalty within the five-year period from the date of transferring title.  The exception to this is in 
those states where the community spouse has sole title to the property and can transfer the home 
without affecting the eligibility of the nursing home spouse.  On the other hand, the transfer of 
the property does create a penalty for the community spouse. 
 
Promissory Note for Medicaid Recovery  
The home could be sold on a promissory note and this effectively changes it from an asset to a 
loan and it is no longer considered an impediment to Medicaid qualification.  Payments from the 
loan must be used to offset the care cost of the Medicaid beneficiary.  This strategy used to be a 
very common one prior to the Deficit Reduction Act.  The new rules pertaining to promissory 
notes make this strategy much more limited. 
 
The term of the loan cannot exceed the life expectancy of the Medicaid beneficiary.  For 
example, for a 90-year-old this might only be five years.  This would make the payments very 
large and potentially unattractive for the family who is buying the property.  All payments 
through the life of the loan must be equal.  In addition, the loan cannot be canceled at death but 
payments must continue throughout the term of the loan into the estate of the deceased 
beneficiary which would make them subject to recovery.  In those states that use probate for 
recovery, Medicaid could be bypassed by naming a beneficiary of the loan payments other than 
the state.  The loan must be non-assignable meaning it cannot be used as collateral for another 
loan or purchased outright for cash. 
 
The Ladybird Deed  
This is a very clever way to transfer ownership in the property without creating a gift and a 
penalty.  This deed is not available in all states but works very well in the states that allow it.  
The concept is quite simple.  The deed transfers ownership of the property at the death of the 
Medicaid recipient.  Any transfer of the home by a Medicaid beneficiary or by the spouse of that 
beneficiary, while that beneficiary is alive, will create a penalty.  In this case, the transfer creates 
a penalty as well.  But because it is at the death of the Medicaid recipient, it is irrelevant that a 
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penalty is assessed.  The deed retains ownership in the home for the Medicaid beneficiary and as 
such it is not considered a gift and no penalty is assessed by creating a ladybird deed. 
 
Preserving Tax Breaks for Home Ownership If Title to the Property Is Changed 
Gifting a personal residence prior to death or to sale by an owner who has resided in the home 
for at least two of the last five years results in a loss of significant tax breaks.  If the personal 
residence is sold while the owners are alive, a lifetime capital gains exclusion of $250,000 for a 
single individual or $500,000 for a couple applies to the sale.  Thus, if a portion of the exclusion 
has not been used previously, either $250,000 worth of equity or $500,000 is excluded from 
capital gains taxes of 15%.  As an example suppose that a couple has established a basis in their 
home of $50,000 based on their original purchase price plus improvements and adjustment of 
any depreciation claimed for business use.  Suppose that the home sells for $400,000.  Without 
the capital gains exclusion, the couple would have to pay a capital gains tax of 15% of the 
difference between their basis and the selling price -- $350,000.  This amounts to $52,500 in 
taxes.  With the couples' exclusion there is no tax. 
 
There is also tax relief if the children inherit the property at death.  Instead of inheriting the basis 
in the property, the children will inherit the sale value of the property at the time of death.  This 
is called the step up in basis and depending on when the property is sold, there is little if any 
capital gains tax due. 
 
Any gifting strategies for the personal residence discussed in this manual, require a change in the 
title and this constitutes a gift to those persons on the title.  Those persons receiving their portion 
of the value of the property by a gift lose the capital gains exclusion, unless they can establish 
personal residence by residing in the property for two of the forthcoming five years after their 
name is on the title.  They also lose the step up in basis if they choose to sell the property 
outright. 
 
The IRS recognizes certain irrevocable trusts called "grantor" trusts that if structured properly, 
can retain the capital gains exclusion and the step up in basis even though ownership has 
changed to the trust.  We will discuss these arrangements in much more detail in the section on 
taxes. 
 
The "Due on Sale Clause" if Title Is Changed   
The due on sale clause was instituted in the beginning of the 1980s to protect banks from loan 
assumptions that could possibly preserve existing interest rates which were lower than prevailing 
rates.  The banks didn't want to be stuck with an assumption with lower interest loans as interest 
on new loans was increasing substantially.  Initially, there was no legal enforcement other than 
tort enforcement for the banks.  A Supreme Court case in 1982 and a subsequent statute passed 
by Congress in the same year gave Federal legal stature to this provision.  Here is the clause as 
typically written into every mortgage contract. 
 

17. Transfer of the Property or a Beneficial Interest in Borrower. If all or any part of the 
Property or any interest in it is sold or transferred (or if a beneficial interest in Borrower 
is sold or transferred and Borrower is not a natural person) without Lender's prior written 
consent, Lender may, at its option, require immediate payment in full of all sums secured 
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by this Security Instrument. However, this option shall not be exercised by Lender if 
exercise is prohibited by federal law as of the date of this Security Instrument. 
If Lender exercises this option, Lender shall give Borrower notice of acceleration. The 
notice shall provide a period of not less than 30 days from the date the notice is delivered 
or mailed within which Borrower must pay all sums secured by this Security Instrument. 
If Borrower fails to pay these sums prior to the expiration of this period, Lender may 
invoke any remedies permitted by this Security Instrument without further notice or 
demand on Borrower. 

 
This provision creates a problem for transferring title in the home when there is an existing 
mortgage lien on the home.  It is becoming more common nowadays for seniors to borrow 
against the equity in their homes because many seniors don't have the income otherwise to pay 
their bills.  The most common types of loans are home equity lines of credit or reverse 
mortgages.  But, we are also seeing more and more seniors refinancing their homes outright to 
get at the equity. 
 
Transferring the home into a trust or even retitling it requires permission from the mortgage 
company or bank.  By the way, FHA and VA loans do not have these provisions but they do 
have a requirement that anyone assuming the loan must go through a credit check and be 
approved prior to allowing the assumption.  Living trusts are specifically excluded from this 
provision and can be used as a way of shifting the title.  Unfortunately, living trusts are of little 
value in the type of planning that we do for Medicaid or VA benefits. 
 
If there is a mortgage lien on the property, this may prevent implementing some of the strategies 
that we have discussed.  On the other hand, as long as the original titleholders names remain on 
the property, there should be no reason to prevent putting other names on there as well.  
However, the clause does require permission, even for a partial transfer of interest in the 
property. 
 
In some cases, triggering the due on sale clause might be an acceptable practice for certain 
strategies.  It is not illegal to trigger the clause, it only gives the mortgage holder the right to 
demand full payment or eventually foreclose.  If the primary residence is going to be left vacant, 
and the intent is to sell, then triggering the clause might be the lesser of two evils in the planning 
process.  If the sale were agreed to prior to transferring the property to a trust, the seller has 30 
days before the bank can take any action.  On the other hand, if the housing market is not good 
and it takes too long to make the sale, foreclosure could happen and that might be a worse 
consequence.  In addition, transfer of the title to a trust might also affect the title insurance filed 
with the mortgage company. 
 
Then there is the case of reverse mortgages.  If there is a reverse mortgage on the property, when 
the property is vacated by the original individuals on the mortgage, the loan becomes due 
anyway.  Oftentimes, the bank is willing to wait for 12 months in order to get the property sold.  
We are not sure what the consequences on a reverse mortgage are of transferring the title to an 
irrevocable trust when the house is left vacant as opposed to the procedure the bank goes through 
to call the loan when the provisions of the reverse mortgage are no longer met. 
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Dealing with the Home under VA Aid and Attendance Rules 
 
How VA Aid and Attendance Treats the Home 
According to 38 CFR § 3.275, the criteria for determining net worth for purposes of applying the 
asset test as pertaining to the house are as follows 
 

"(b) Definition. The terms corpus of estate and net worth mean the market value, less 
mortgages or other encumbrances, of all real and personal property owned by the 
claimant, except the claimant's dwelling (single family unit), including a reasonable lot 
area, and personal effects suitable to and consistent with the claimant's reasonable mode 
of life." 

 
Adjudication manual M21-1MR further defines net worth as the following 
 

"For veterans’ Improved Pension, a veteran’s net worth includes the net worth of his/her 
spouse."   

 
(Our observation: This means the home is excluded for the asset test and because net worth also 
includes the spouse, a spouse living in the home extends the exemption to the home even if the 
veteran is living elsewhere.) 
 
The manual further states 
 

"The size of the “reasonable lot area” that can be excluded from net worth consideration 
is determined by the degree to which the property is connected to the dwelling and the 
typical size of lots in the immediate area.   
 
Contiguous land which is closely connected to the dwelling in terms of use, and which 
does not greatly exceed the customary size of lots in the immediate area, is excluded from 
net worth consideration. 
 
In some instances a claimant’s place of residence and place of business are the same.   
 
Example:  A farmer may live in a house on the farm or a grocer may live in an apartment 
over the store.   
 
In such cases, the value of the residence area must be considered separately from the 
value of the business area.  The value of the residence area may be excluded.  The value 
of the business area is considered net worth the same as any other business asset. 
 
If the claimant lives on a farm which is not used for business purposes, exclude the value 
of the residence area and consider the rest of the farm as net worth.  
 
State laws may provide that certain property is part of the claimant’s homestead or 
exempt from the claims of creditors.  Such homestead and exemption statutes are of no 
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consequence in determining if the value of the property is to be considered part of a 
claimant’s estate for VA purposes." 

 
If VA at Any Time Determines Net Worth (Assets) Causes Disqualification for the Benefit 
According to the manual 
 

"If the net worth of a beneficiary with a running award becomes excessive 
 
 determine the date from which net worth became excessive, and  
 discontinue the award under reason code 12, effective the first of the following calendar 

year (unless an earlier date of discontinuance is appropriate because of excessive 
income or for other reasons). 

 
Example:  
A veteran with a running award owns a painting by a famous artist valued at $30,000.  The 
artist dies on June 24, 2000, and the value of the painting immediately goes up to 
$100,000. 
 
VA uses VA Form 21-8049, Request for Details of Expenses, to obtain information about 
the veteran’s financial status and determines that the painting valued at $100,000 makes 
the veteran’s net worth excessive effective June 24, 2000.   
 
Result:  Apply the end-of-the-year rule for the effective date and discontinue the award as 
of January 1, 2001. 
 
Note:  If the claimant fails to disclose asset information and it is later determined that net 
worth was excessive from the effective date of the award, stop the award from date of 
inception.  The claimant was never properly entitled to pension." 

 
(Editor's note: What this instruction means to our readers is if the claimant divests assets in order 
to qualify for pension and VA finds out later that the divestment was not done properly or the 
home was assumed as exempt when it was not, the entire award from day one is disallowed.  
Remember, there is no legal requirement to divulge asset arrangements prior to applying for the 
benefit.  Thus, divestiture arrangements are never disclosed to VA and would only be discovered 
during an audit or through other means that VA has at its disposal.  Disallowing the award means 
that VA will come back, perhaps years in the future, if a negative determination is made on 
divestiture, and demand its money back.) 
 
The manual goes on 
 

"If it is determined that net worth is no longer excessive, resume an award that was 
discontinued because of excessive net worth from the date that net worth ceased to be 
excessive.  
 
However, if the claim has been finally adjudicated under 38 CFR 3.160(d) because one 
year has expired from the date of notice of the discontinuance or the date of denial on 
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appellate review, the award cannot be resumed earlier than the date of claim, per 38 CFR 
3.31 and 38 CFR 3.660(d)." 
 

If a claim is denied for 
excessive net worth … 

Then … 

or an award is discontinued 
because of excessive net worth

the claimant has one year from the date of 
notification of denial or discontinuance to 
submit new evidence or file a notice of 
disagreement (NOD). 

and circumstances change so 
that net worth no longer bars 
entitlement 

benefits can be paid f rom the date net worth 
is determined not to bar entitlem ent, 
provided the reopened claim  is received 
before the denial for excessiv e net worth  
becomes final. 

 
What Happens If the Home Is No Longer Occupied by the Veteran or Spouse? 
VA's treatment of a personal residence that has been left unoccupied by a beneficiary or spouse 
is at odds with the treatment for Medicaid.  We will also refer to the home in particular as a 
"personal residence."  This is the term that Medicaid uses.  At some point -- no one knows for 
sure -- a non-personal residence becomes an asset under VA's interpretation of the rules.  VA 
does not have a formal policy to address at what point the home is no longer exempt.  In talking 
with the pension adjudication office, we are under the impression that it could occur within a 
month of the home becoming a non-personal residence.  Even if the home is occupied, it is still 
an asset and not exempt if it is not occupied by the veteran, the surviving spouse or the veteran 
and spouse or a qualifying dependent.  Under Medicaid rules, in almost all states, a vacant house 
or non-personal residence can remain exempt as an asset and not create a penalty.   
 
The treatment from VA creates a dilemma for the VA beneficiary.  To get the VA benefit often 
requires changing title on the home which then creates a penalty for Medicaid.  If Medicaid were 
the only benefit expected, the dilemma would not exist because the home does not have to 
change title to remain exempt under Medicaid. 
 
Aid and Attendance -- If an Exempt Home Disqualifies from Inception 
Consider the following example. 
 
Mary is living in her home but is in the process of transitioning to an assisted living.  Mary's 
equity value in her home is $180,000.  Mary is a single surviving spouse applying for death 
pension.  She chooses not to list the house as an asset on her application for pension because it is 
currently a personal residence and is exempt. 
 
Here is the dilemma.  It will soon be vacant and then will become an asset for net worth 
determination.  Even if a member of Mary's family moves into the home, it is no longer exempt 
because it is not a personal residence.  On the other hand, if she were to list it as an asset, 
anticipating the move, she could not get the aid and attendance benefit.  As a general rule, 
anyone helping Mary apply for the benefit would likely take advantage of the exemption and not 
consider that the home, could at some future point, be a bar to her receiving benefits.  Only those 
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individuals savvy enough to understand this problem will try to deal with it at the point of 
application. 
 
Let's assume that the house was treated as exempt and Mary qualified for the VA benefit.  A year 
later the home is sold.  Knowing that she cannot have this cash and still qualify for the benefit, 
the family immediately takes the cash out of her name or better yet has the check made out to a 
member of the family who is a power of attorney and facilitated the sale.  Approximately 6 
months later Mary receives a letter from VA that notifies her she was ineligible for her benefit 
from the point of application and VA is demanding that she pay back $18,000 in overpayment. 
 
What happened?  When the home was sold, the title company filled out a mandatory IRS form 
1099S that listed Mary on the title of the property.  This form must be filed with every real estate 
sale and sent to the IRS.  VA gets a copy of all IRS transactions of this type pertaining to 
beneficiaries receiving asset-determined benefits.   
 
Why then, is VA demanding all of its money back?   With a little investigation, VA finds out that 
Mary's name was on the title at the point of application and based on Mary's address over the 
past 18 months, determines she was not living there.  VA interprets the house was an asset at the 
time of application and Mary was not eligible for the benefit and therefore must return all of the 
money.  Mary may argue that the home was not originally an asset but had become so and might 
even prevail.  However, the fact that the asset was in her name early on would still disqualify her 
for the benefit after the first 12 months of the initial award.  She might only owe VA $6,000 
instead of $18,000. 
 
Aid and Attendance -- If an Exempt Home Becomes a Disqualifying Asset over Time 
Sometimes application is made for a veteran household where the house will continue to be 
occupied by the veteran or the couple or the single surviving spouse.  Over time, this situation 
may change where the home is no longer occupied by any of these people.  At this point, VA 
will consider it as an addition to net worth.  Let's look at the following example. 
 
Jim and Grace own a home with equity value of $250,000.  They make application for pension 
with aid and attendance and they are awarded a benefit based on high medical costs for care in 
their home.  After receiving pension for two years, it becomes necessary for Jim to move to an 
assisted living memory care facility as his Alzheimer's has gotten worse and he can no longer be 
cared for at home.  Pension will continue to pay for his costs in assisted living. 
 
In the meantime, in caring for her husband, Grace has suffered extreme stress and her physical 
and mental condition have deteriorated as a result.  Grace's daughter finds it necessary to bring 
her mother into her own home to watch over her.  This leaves the primary residence unoccupied 
by either Jim or Grace. 
 
Within a short period of time, VA will consider that the home is no longer exempt and it will 
become an addition to net worth under the net estate rules.  The value of the home is greater than 
VA would normally allow for net estate values and thus will disqualify Jim from receiving his 
$1,949 a month to help him pay for assisted living.  The problem is, perhaps Jim and Grace may 
have known that VA needed to be notified of a change in assets, but neither of them is in a 
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mental state to allow them to be aware of this.  Certainly, Grace's daughter is not aware of this 
important requirement as she was not involved in the original application process and no one has 
ever contacted her about it. 
 
Grace moves into her daughter's home in November.  Two months later, in January of the 
following year, the EVR is sent out and Grace's daughter takes the responsibility to help her 
father-in-law fill out the form.  The form is not clear about changes in assets.  We have included 
screenshots of the portion of the EVR pertaining to net estate as well as the instructions on how 
to fill out the form in relation to those assets.  The instructions clearly state that net worth does 
not include the "house you live in," but most people would not know that a house that is not lived 
in is treated differently.  Even the form itself is unclear because it lists real property under net 
worth and then in parentheses states "(not your home)."  As a result, Grace's daughter does not 
include the value of the house on the EVR.  She has her father-in-law sign the document and 
returns it before March 1 so as not to lose the benefit. 
 

Excerpt from EVR 

 
 

 
 
Grace's daughter, in conjunction with the other members of the family, put her mother's home on 
the market when her mother came to live with her.  In April of the same year that the daughter 
filled out the EVR, the house is sold for $280,000.  Two months later, in June, Jim receives a 
notice from VA that his benefits have been discontinued from May 1 of that year and VA is 
demanding back an overpayment of $1,949 for the month of May.  The explanation is that the 
household income adjusted for medical expenses (IVAP) exceeds the maximum allowable 
pension rate (MAPR) and Jim is no longer eligible. 
 
It is evident that VA received a copy of the 1099S from the sale of the property and is taking 
corrective action.  When the income from the sale is received, because Jim and Grace's names 
were listed on the 1099S as being on the title, and regardless of who actually received a check 
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from the sale, it is considered income to Jim and Grace at that point.  Since Grace's daughter is 
the one in charge, she does not know what to do. 
 
VA also has the option of treating this in a different manner.  If the agency felt that the home had 
a grace period between the point at which it became an asset and the point at which it was sold, 
the sale could be treated as a conversion of an asset rather than the sale being treated as income.  
Let's assume this is the case.  In this case, VA would correspond with Jim and find out at what 
point the house was no longer occupied by his wife, Grace.  (Of course, it is to be understood 
that Grace' s daughter is going to be involved in this whole process.  Jim's family is not interested 
and not available.)  A determination then could be made that the house became an addition to net 
worth at the point at which Grace went to live with her daughter.  Having an asset that increases 
the net estate beyond the limit allowable for receiving the benefit is treated differently from 
receiving a disqualifying income. 
 
In this case, the aid and attendance benefit is payable until the end of the calendar year and then 
beginning in January, the benefits stops.  On the other hand, as soon as the asset has been 
transferred or diverted in some other way, the benefit is payable from the day that this happens.  
In our example, the letter from VA came in June.  If the family were to divest the assets shortly 
thereafter, the benefit would resume on that date.  In fact, if Grace's daughter had known this rule 
in advance, she could have notified VA immediately when her mother came to live with her and 
then set up a trust arrangement to change the title on the home and get it out of Jim and Grace's 
names.  This would have resulted in Jim losing only about one month of benefit instead of losing 
7 months of benefit because the sale of the home was treated as income. 
 
With the example where VA treated the sale of the house as income and did not consider that a 
new asset had been previously acquired, (a formally exempt home) the benefit is stopped on the 
first day of the month following the month in which the income occurred and cannot be resumed 
for the entire calendar year.  Application must be made in January of the following year to 
reinstate the benefit. 
 
From our two examples, it is evident that it is better to have VA treat a home that was formally 
exempt as a new asset rather than allow a sale to occur and have VA count the proceeds from the 
sale as income. 
 
We will discuss further on the planning strategies to apply to various situations where the home 
would be exempt or presumed exempt at application and where the exemption is lost either 
within a short time after the application or a long time such as a year or more. 
 
VA/Medicaid Strategies If the Home Becomes an Asset at or Shortly after Application 
For VA applications, where the home will no longer be a primary residence, the home should be 
sold as soon as possible.  This is because the home must be titled out of the names of the veteran 
and/or spouse in order to allow for qualification for the benefit.  A sale of the home will free up 
cash to take care of the Medicaid gifting penalty created by meeting the asset test for the aid and 
attendance benefit.  If the home is not gifted, the issue we have discussed previously of the house 
becoming an asset will disqualify them either from the date of the original application or at the 
end of the benefit year.  VA will be demanding repayment for an overpayment of benefits. 
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It is probably best to sell the home before applying if at all possible.  This is because the capital 
gains exclusion can be used.  In addition, if there is a mortgage lien against the property, it may 
not be possible to transfer the property into an irrevocable trust in order to facilitate the sale.  
Transfer into a revocable trust -- which is exempt from the due on sale clause -- does not 
constitute a gift for VA purposes and would not result in approval. 
 
If the home cannot be sold, then it should be transferred into an irrevocable grantor trust to 
preserve the tax advantages.  This transfer will trigger the due on sale clause.  This transfer of 
course also creates a penalty for Medicaid.  If a Medicaid application occurs within the first five 
years of this transfer, there is a penalty.   
 
The flow of money from VA will continue to help offset the cost of a nursing home but that 
money would stop flowing if the title on the home were transferred back into the name of the 
Medicaid beneficiary in order to do away with the Medicaid penalty.  The only solution to 
keeping the VA benefit money flowing is to sell the home at some point prior to applying for 
Medicaid and use that money in a reverse half a loaf strategy or pay-the-penalty strategy. 
 
Here is another possible strategy.  If there are enough interested family members who would 
inherit the home, the value of the home can be diluted by putting their names on the title.  This 
may still require permission from a mortgage lien holder, but as long as the original individuals 
on the title have the capability of paying the loan or meeting the provisions of the reverse 
mortgage, permission should be granted. 
 
For example, suppose that Frank owns a home worth $200,000.  He has a reverse mortgage on 
the home that has grown to $100,000.  His equity interest in the home for VA net estate purposes 
is $100,000.  Assuming the mortgage company allows him to put other individuals on the title, 
Frank has three children whom he can place on the title with him.  With four owners on the title, 
Frank's interest in the property for VA purposes is $25,000.  He will likely be approved for the 
aid and attendance benefit if he has no other assets. 
 
Frank is on his way to an assisted living and the home will no longer be his primary residence.  
This then will make the reverse mortgage due and payable.  As with the first strategy above, the 
house must be sold and cashed out.  It may not require rejiggering the title and placing the home 
in an irrevocable grantor trust for purposes of preserving Frank's capital gains exclusion.  
Depending on his basis in the home, the actual sale value may only be $100,000.  Paying off the 
reverse mortgage, and the family paying three quarters of the capital gains tax liability -- $11,250 
-- might be a better alternative to any other planning strategies. 
 
VA/ Medicaid Strategies If the Home Remains Exempt but may Revert to Countable 
Let's look at another example. 
 
Ralph and Marjorie own a small farm of 50 acres.  They have a farm equipment and seed, line of 
credit against the property with their local bank with a balance of $50,000.  Ralph can no longer 
do any farming, but his son, Dan is growing crops on the land part-time and has a full-time job in 
town.  Dan is using the land free of charge and basically paying for the cost of running the farm 
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out of his income from the crops.  He takes home some additional income every year if he has a 
good year.  In addition to their farming equipment, Ralph and Marjorie own their home, a car, a 
pickup truck and personal property in their home.  They also have about $90,000 of cash in a CD 
in the bank remaining from a previous sale of part of the original farm property.  Ralph also has a 
$50,000 IRA in his name.  The farm has been appraised at $440,000.  The market value of 
equipment less loans on the equipment is basically zero.  Ralph and Marjorie's only income is 
combined Social Security at $2,000 a month.  Ralph's share of social security is $1,500 a month 
and Marjorie's share is $500 a month.  Ralph recently had a stroke and has difficulty in taking 
care of himself.  Ralph's wife, Marjorie and his daughter-in-law Christine have been providing 
his care in the home. 
 
Ralph is a war veteran and is eligible for the aid and attendance benefit of $1,949 a month.  
Ralph and Marjorie's advisor helps them put together a personal care arrangement with their 
daughter-in-law Christine providing the care.  A care contract is drawn up and payroll services 
are arranged where Christine is paid $2,300 a month and a paycheck is issued after taxes have 
been withheld.  Under IRS rules, Christine is considered a domestic employee.  In addition, 
Christine bills her in-laws monthly using a customized invoice.  The adviser has created a proper 
paper trail in case there is ever an audit from VA or the IRS. 
 
Christine deposits her net income of $1,980 a month into a special checking account in her name.  
She will use this money to pay the food, utility and other costs for her in-laws until the VA 
benefit kicks in.  Under VA rules this does not count as income to Ralph and Marjorie. 
 
The advisor outlines for the family the financial steps that must be taken in order to qualify for 
the aid and attendance benefit. 
 

 Ralph converts his $50,000 IRA into an income annuity paying $500 a month. 
 Ralph and Marjorie transfer the $90,000 in the CD out of their names and into the names 

of Dan and Christine. 
 The property is subdivided with Ralph and Marjorie retaining ownership in the home and 

outbuildings and 1 acre of land and the farmland is another parcel. 
 Ralph and Marjorie retain ownership of the home and outbuildings which are worth 

$140,000. 
 An irrevocable grantor trust with Dan as trustee is set up into which the farmland is 

transferred. 
 The bank has given permission to transfer the mortgage obligation to the trust as long as 

Dan is a cosigner along with the trust as owner. 
 Ralph transfers his interest in the home title to Marjorie. 

 
After making these arrangements, application is made to VA.  VA will not consider the home 
and a reasonable amount of land -- 1 acre -- as an asset for net estate purposes.  The rest of the 
property is considered an asset but has been transferred to an irrevocable trust.  Ralph and 
Marjorie have no other countable assets for VA purposes.  Ralph's and Marjorie's medical costs 
are $2,300 a month to Christine, $200 a month for recurring prescription drugs paid for out-of-
pocket and approximately $190 a month for Medicare part B for the both of them.   
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The IVAP for the family exceeds the couple's MARP with the aid and attendance allowance and 
Ralph will qualify for $1,949 a month.  Christine must continue to be paid for her services even 
when the money starts flowing because there must be medical costs every year that outweigh the 
income.  Otherwise, the benefit will be reduced or stopped. 
 
After two years, Ralph has another stroke and is severely disabled and it is impossible for him to 
remain in the home.  He must go to a nursing home.  The nursing home costs $6,000 a month.  
Ralph and his wife gifted a total of $360,000 in a trust and from the CD.  The state Medicaid rate 
is $6,000 a month and Ralph has a 60 month penalty. 
 
Ralph and Marjorie's income with VA and Social Security is $3,949 a month.  They are short 
about $2,000 a month to pay for the nursing home.  Using all of their income, they will have to 
come up with a little over $120,000 to cover the 60 month penalty.  There is still the $90,000 left 
in the CD because the VA benefit gave them enough money along with Christine subsidizing 
their needs with her income from VA to cover everything they needed.  Ralph continues to 
qualify for the VA benefit based on the nursing home costs. 
 
The planning at this stage could take several directions.  Let's look at one option.  Assume that 
they decide to cover the nursing home penalty out-of-pocket for three more years until they get 
past the five year look back.  This will cost them approximately $72,000.  The anticipation is that 
they can keep the home, which is exempt for Medicaid purposes, and that Medicaid can pay the 
bills if Ralph is still alive in three years.  There is one problem.  There is no income for Marjorie.  
She is forced to move out of the house and in with Dan and Christine at least until Medicaid 
kicks in.  With an intent to return, the house is still exempt for Medicaid purposes but has now 
become an asset for VA purposes. 
 
With the home as an asset for VA purposes, more gifting must take place to retain the VA 
benefit.  The house could be put into the grantor trust at this point and lose its exemption for 
Medicaid purposes.  This just creates an additional five-year look back and an additional new 
penalty. 
 
The home can also be rented out and the additional income can be applied toward the cost of the 
nursing home.  This reduces the amount of private pay necessary to get past the next three years 
of look back.  Because of the cost of the nursing home, Ralph and Marjorie are upside down in 
their cost versus income and additional rental income would unlikely disqualify them for the VA 
benefit.  This still doesn't solve the problem of the house being an asset for VA purposes. 
 
It just so happens that in the state in which Ralph and Marjorie live, Marjorie can transfer her 
interest in the home to someone else and this will not disqualify Ralph for Medicaid.  VA is 
notified of the change in assets.  The benefit is discontinued for the month in which the home 
became an asset.  As soon as the transfer of the home is complete, VA is notified that the asset is 
no longer in Ralph or Marjorie's name and the benefit resumes from the date of that notice.  This 
strategy will retain the VA benefit through the three years of penalty until Medicaid can take 
over.  VA will continue to pay the full amount even with Medicaid paying the bill as long as 
Marjorie is alive. 
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STEP 3 
  
Using Eldercare Professionals  
  
Using professional help relieves stress,  
reduces conflict, and saves time and money.  
  

  
  
  
  

Eldercare Planning Requires a Team Approach 
  
Eldercare services are complicated and provider contacts are fragmented throughout the 
community.  For the majority of Americans, eldercare becomes a frustrating do-it-yourself 
process.  This approach is unnecessary.  Using care professionals is the most cost effective and 
efficient way to provide help for a loved one. 
  
Hiring professional advisers or providers to help with eldercare is no different than using 
professionals to help with other complex issues such as car repairs, dealing with taxes, dealing 
with legal problems, or needing trained employees to help run a business. 
  
With their education and training, eldercare professionals also bring experience that only comes 
from dealing with countless hands-on, caregiving challenges.  You should use this valuable 
experience. 

  

In much the same way that a three legged stool needs all 
three legs to be useful, the care planning approach needs 
at least three key entities in order to be successful.  It 
needs YOU,   ELDERCARE PROFESSIONALS, and 
GOVERNMENT ELDERCARE PROGRAMS.  Learn more 
in this chapter about how these three elements work 
together in planning for eldercare. 

  
An Example of How Team Care Planning Can Work 
Mary is taking care of her aging husband at home.  He has diabetes and is overweight.  Because 
of the diabetes, her husband has severe neuropathy in his legs and feet and it is difficult for him 
to walk.  He also has diabetic retinopathy and, therefore, cannot see very well.  She has to be 
careful that he does not injure his feet, since the last time that happened he was in the hospital for 
four weeks with a severe infection.  She is having difficulty helping him out of bed and with 
dressing and using the bathroom.  She relies heavily on her son, who lives nearby, to help her 
manage her husband's care. 
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On the advice of a friend, Mary is told about a professional care manager, Sharon Brown.  The 
cost of an initial assessment and care plan from the care manager is $300.00.  Mary thinks she 
has the situation under control and $300.00 for someone from the outside to come in and tell her 
how to deal with her situation seems ridiculous.   
 
One day Mary is trying to lift her husband and injures her back severely.  She is bedridden and 
cannot care for her husband.  Her son, who works fulltime, now has two parents to care for.  On 
the advice of the same friend, he decides to bring in Sharon Brown and pay her fee himself. 
 
Sharon does a thorough assessment of the family's needs.  She arranges for Mary's doctor to 
order Medicare home care during Mary's recovery.  Therapists come in and help Mary with 
exercises and advice on lifting.  Sharon advertises for and finds a private individual who is 
willing to live in the home for a period of time to help Mary with her recovery and watch over 
her husband.  Sharon makes sure the new caregiver is reliable and honest and that taxes are paid 
for the employment.  Sharon enlists the support of the local area agency on aging and makes sure 
all services available are provided for the family.   
 
Sharon also calls a meeting with Mary's family and explains to them the care needs and how they 
need to commit to help with those needs.  Sharon makes arrangements to rent or purchase 
medical equipment for lifting, moving and easier use of the bathroom facilities.  Medicare will 
pay much of this cost. 
 
Sharon suggests using a geriatric care physician she works closely with to help Mary in the care 
of her husband.  The geriatrician meets with Mary and her husband and spends a great deal of 
time explaining the proper treatment and care of elderly with diabetes.  He rearranges 
medications and puts Mary's husband on a new insulin regimen to better control his blood sugar.  
The physician starts a strict diet and insists on weight loss and exercise.  The previous doctor 
seemed more interested in treating symptoms than in changing lifestyles.  The geriatric physician 
feels that Mary's husband has a chance of improving his health with proper treatment.   
 
Sharon also works closely with an elder law attorney and a financial planner who specializes in 
the elderly.  The attorney prepares documents for the family including powers of attorney, a 
living will and advice on preserving Mary's remaining assets.  The financial planner recommends 
a reverse mortgage specialist to help Mary and her husband tap unused assets in their home's 
equity.   
 
Some reverse mortgage proceeds are used to pay off debt.  The remaining proceeds are converted 
into income with a single premium immediate annuity in order to provide Mary adequate income 
when her husband is gone and she loses one of the Social Security payments. 
 
With the help of the care manager, Mary's life and future have been significantly improved.  Her 
husband as well, if he adheres to the care plan, may end up having a better quality of life for his 
remaining years. 
 
In the above example, medical services, legal and financial services, government aging services, 
and government Medicare came together to provide improved eldercare services with several 
bonus helps for Mary and her husband that she was not aware of. 
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The following professional service providers or advisers are discussed in detail in 
the ensuing pages of this section of the book. 
 
1. Geriatric and Professional Care Managers  
2. Geriatric Medical Services                 
3. Professional Home Care Services 
4. Home Maintenance, Transportation, Chores 
5. Home Disability Support & Medical Alert 
6. Elder Law and Estate Planning Advisors 
7. Elder Mediation Services  
8. Guardianship and Trust Administration 
9. Financial Services Specialists 
10. Reverse Mortgage Specialist  
11. Seniors Relocation & Real Estate Specialists  
12. Hospice Care Providers  
13. PrePlanning, PreNeed Funeral Providers 
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1.  Geriatric and Professional Care Managers 
 
Also known as Geriatric Care Managers, Elder Care or Aging Care Managers, a Professional 
Care Manager represents a growing trend to help full time, employed family caregivers provide 
care for loved ones.  Care managers are expert in assisting caregivers, friends or family members 
find government-paid and private resources to help with eldercare decisions. 
 
They are professionals, trained to evaluate and recommend care for the aged.  They can be a 
nurse, social worker, psychologist, or gerontologist who specializes in assessing the abilities and 
needs of the elderly.  Below is a partial list of what a care manager or geriatric care manager 
might do:  
 
 Assess the level and type of care needed and develop a care plan.   
 Take steps to start the care plan and keep it functioning.   
 Make sure care is in a safe and disability friendly environment.   
 Resolve family conflicts and other issues with eldercare.   
 Become an advocate for the care recipient and the caregiver.   
 Manage care for a loved one for out-of-town families.   
 Conduct ongoing assessments to implement changes in care.   
 Oversee and direct care provided at home.   
 Coordinate the efforts of key support systems.   
 Provide personal counseling.   
 Help with Medicaid qualification and application.   
 Arrange for services of legal and financial advisors.   
 Provide placement in assisted living facilities or nursing homes.   
 Monitor the care received in a nursing home or in assisted living.   
 Assist with the monitoring of medications.   
 Find appropriate solutions to avoid a crisis.   
 Coordinate medical appointments and medical information.   
 Provide transportation to medical appointments  
 Assist families in positive decision making  
 Develop care plans for older loved ones not now needing care  
 
For those who desire to remain in the home, the care manager can help make that a reality and 
keep the care recipient away from a premature admittance into a care facility. 
 
But the care manager can also help in the other direction.  Oftentimes, the family is attempting to 
keep a loved one at home when that is not the best situation.  For many and various reasons, care 
in the home may be impossible.   
 
For example, consider the family where all family members are employed full time and both 
mom and dad need intensive care at home.  There is also not enough money to pay for caregivers 
to come into the home.  In an attempt to cover the situation, the family trades off taking care of 
mom and dad in the morning and in the evening and on weekends.  But they simply can't attend 
properly to the needs. 
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A care manager will have a better and more objective perspective of the situation.  In this case an 
assisted living facility would be a much better choice.  If there is not enough money, then a 
Medicaid facility may be the only choice. 
 
Also take the example of an individual who has Alzheimer's and has become difficult to manage.  
It just may not be possible for a caregiver in the home to deal with it, but because of 
stubbornness or lack of proper judgment, the caregiver is trying to cope.  Again, a care manager 
knows what to do and can help in this situation by recommending a different care environment. 
 
When trying to arrange care for a parent who lives in another state, securing the services of a 
care manger can be your greatest asset.  A manger, who is in your parent’s area, will assess your 
loved one’s needs and communicate to you the best care options.  The care manager will also be 
your eyes, ears and legs in helping you take care of your loved one by long-distance. 
 
Care managers can charge anywhere from $50.00 an hour to $200.00 an hour, or they may 
charge a flat fee for a care assessment and plan and then hourly for services beyond that.  Cost is 
usually covered from personal funds.  Eldercare insurance may cover the cost of an assessment, 
as many policies will pay $250.00 to $300.00 for a care assessment.  Policy language usually 
refers to this as care coordination.  Medicaid or Medicare will not pay for this service, but an 
area agency on aging may offer case management for certain low income or socially 
disadvantaged individuals. 
 
Find out the care manager’s billing policy.  Some will bill weekly or monthly and others bill at 
the end of their assessment or service.  There may also be charges that are not in their hourly fee.  
These may be mileage, phone charges, etc.  If another type of professional, like a doctor or 
lawyer, is brought in by the care manager, these other specialists will also charge for their 
services.  Make sure you are notified before they are brought in and their fees are approved. 
 
When you are comfortable with the arrangement, get everything in writing.  This will insure 
what you and the care manager expect from each other. 
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2.  Geriatric Medical Services 
 
Geriatricians or other Practitioners in Aging Medicine 
Geriatricians are doctors or nurse practitioners who specialize in treating older people.  In 
seeking medical professional help, the elderly or their family should attempt to discover geriatric 
care specialists in their area.  If that is not possible an effort should be made to locate a geriatric 
clinic in the area.   
 
Geriatric clinics are becoming more popular, and even though the doctors who staff them may 
not always be geriatric physicians, they are likely to be well aware of the problems associated 
with treating elderly people.  Many geriatric clinics include a team of specialists to help older 
people.  Here are some of the specialists who may be available in a geriatric clinic: 
 

 Geriatrician  
 Nurse 
 Social worker 
 Nutritionist 
 Physical therapist 
 Occupational therapist 
 Consultant pharmacist 
 Geropsychiatrist 

 
If there are no geriatricians or geriatric clinics in the area, an attempt should be made to find 
those doctors who specialize in elderly care.  This can be done by making phone calls to various 
doctors’ offices or by checking in the Yellow Pages.  It is to the older person’s benefit to find a 
doctor who understands aging and how to treat older people.  Proper geriatric health care might 
even help relieve the amount of care needed for an older person by improving health and 
reducing disabilities. 
 
House Call Doctors 
Many doctors are returning to the practice of medicine a hundred years ago and are making 
house calls.  Health insurance plans, including Medicare, will now reimburse a doctor and 
possibly a staff member, if test equipment is involved, to visit homebound patients in their 
homes. 
To qualify for a home visit, the patient must have to experience great difficulty in leaving the 
home in order meet with the doctor in his or her office.  This does not, however, mean the care 
recipient need be totally disabled.  It simply means that transportation requirements or help 
needed to get to a doctor might be very expensive or difficult to provide or the patient's safety 
might be jeopardized by leaving the home. 
 
Doctors are willing to visit in the home and provide service because they are paid more money 
by health insurance providers to compensate them for their time and their loss of efficiency in 
meeting patients in their offices.  Probably the insurance providers reason that the additional cost 
of meeting with patients at home, before major medical problems evolve, is more cost effective 
than paying for ambulances and treatment in emergency rooms. 
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Physicians Orders For Life Sustaining Treatment (POLST ) 
A POLST form is a physician’s order that records your wishes for resuscitation, use of 
antibiotics, artificially administered fluids, and nutrition. 
 
How it works: 
Your physician or nurse practitioner records your preferences and signs the POLST form.  
This becomes your prescription for treatment and is binding legally for your wishes, even if you 
are mentally unable to communicate when that time comes. 
 
You can change the order at any time.  A copy should be kept with your physician as well as a 
family member and yourself.  In the case of a 911 call for an emergency, the form must go with 
you so they know your wishes.  Otherwise, the emergency attendants are required to apply all 
lifesaving procedures. 
 
You can state the amount of care you want on this form.  For example, if you do not want a 
feeding tube, you can state that, or you may want minimum and temporary use of a feeding tube. 
Official POLST forms can be found on the internet under your state’s department of health 
website or may be procured from your physician.   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 132

3.  Professional Home Care Services 
 

For the elderly, who need eldercare services, the choice to stay in their home almost always 
requires some type of help and service from others.  There are many options to choose from in 
home care and the choice is usually made by the degree of personal or medical need.   
  
It is important to educate yourself on the types of home care services before choosing one.  There 
are many different services becoming available, from licensed home care companies, house 
cleaning services and errand services to companion services. 
 
State Licensed Home Health Agency 
A home health agency that is a state licensed company and is Medicare certified is used for 
homebound patients requiring medical attention or physical therapy.  You may be referred to this 
type of agency upon discharge from a nursing home rehabilitation stay or more likely by your 
doctor when the need arises for medical aid as well as personal aid in your home. 
 
These companies must meet legal and operating standards set by the state department of health.  
Your local area on aging or health department can provide you with the names of home health 
agencies that are licensed and Medicare certified. 
 
Home health agencies provide all medical personnel and services necessary for support in the 
home.  Some of these are: 
 

 Registered Nurse or Licensed Practical Nurse 
 Physical, speech and occupational therapists 
 Social workers 
 Individual and family counseling 
 Medication training and compliance 
 Management of IVs, wound dressing 
 Blood pressure monitoring 
 Diet and meal planning 
 Bathing, dressing, light housekeeping 

 
The chart below shows the type of help or skilled need most required from a home health 
agency. 
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What Services for The Elderly Are Provided by
 Home Health Agencies? (Percent of All Visits)  
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Source: 2005 Statistical Abstract of The United States, Health And Nutrition 

 
Most agencies hire, train, and supervise their personnel.  They work with your doctor (or their 
doctor) in seeing you get the right medical treatment and supervision.  They may also, as needed, 
secure the services of professionals such as infusion therapists or medical equipment companies.  
They can be your most valuable aid in staying in your home. 
 
As an example, when Jill’s mother broke her hip, she spent a week in the hospital recovering.  
When she was released, she still could not walk or take care of herself.  As she was going home 
to live with Jill and not go to a nursing home for rehabilitation, her doctor prescribed a state 
licensed, Medicare home health service.   
 
The home health care company worked with Jill to make her mother’s room and living 
conditions comfortable.  They secured an air bed that relieved the pressure from bed sores her 
mother had developed in the hospital.  Nurses were assigned twice a day to come and treat her 
wounds.  Aids came twice a day to bath, dress, and prepare her mom for the day and for night 
comfort.  Even though her room was in Jill’s home, they cleaned it and changed her bed daily.  
They worked with Jill on diet and medications.  A physical therapist came in twice a week to 
work with her mother’s mobility.   
 
Jill's mother was soon able to sit in a chair and walk without help.  The support from the home 
health care made it possible for Jill to have her mother stay in her home until her death and 
relieved much of the burden of caregiving.  Medicare paid for almost all of it. 
 
Another bonus from the professional companies is that they take care of the paper work, taxes, 
Medicare forms, etc.  Also, they make sure that the people show up to do their job. 
 
Non-Medical Home Care Services 
These providers represent a rapidly growing trend to allow people needing help with eldercare to 
remain in their homes or in the community instead of going to a care facility.  The services 
offered may include:  
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 companionship  
 grooming and dressing  
 recreational activities  
 incontinent care  
 handyman services  
 teeth brushing  
 medication reminders  
 bathing or showering 
 light housekeeping  
 meal preparation  
 respite for family caregivers  
 errands and shopping  
 reading email or letters  
 overseeing home deliveries  
 dealing with vendors  
 transportation services  
 changing linens  
 laundry and ironing  
 organizing closets  
 care of house plants  
 24-hour emergency response  
 family counseling  
 phone call checks  

 
A search of your local yellow pages under "Home Health Agencies" will reveal that a large 
number of the advertised providers are personal care or non-medical home health companies.  
This causes some confusion since the yellow pages choose the same classification to list non-
medical and traditional home care agencies together.  It's also important to know that some home 
health agencies also provide non-medical home care and this can be confusing as well. 
 
Non-medical home care agencies are different from traditional home health agencies in that they 
do not provide medical services or skilled services and they are not paid by Medicare.   
 
In addition, many states do not require non-medical home care providers to license with the state 
health department.  In some states a person desiring to start a business like this need only 
advertise, get a business license, and start hiring employees.   
 
On the other hand, some states require these companies to meet the same stringent rules under 
which traditional home health agencies operate.  This might include hiring trained employees, 
the use of care plans, periodic inspections by the state health department, and bonding.   
 
If you live in a state that does not require regulation of these companies, it is important for you to 
check the background and history of these providers before using their services.   
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Another benefit for the public is that many of these companies are part of a national franchise 
system.  There are a growing number of these home care provider franchises around the country.  
Being a franchise, it is more likely that you can trust the services of the company and not have to 
worry about theft or abuse with your loved one.  Many home health agencies also provide non-
medical home care services as well as traditional services. 
 
Non-medical home care services are paid for out-of-pocket, and in most cases by eldercare 
insurance.  However, some eldercare insurance policies will not pay home care providers who 
are not licensed.  If you live in a state that requires licensing of these providers the insurance 
should pay for their services 
 
Privately Hired Assistant 
Hiring someone to live in the home to provide 24-hour companionship or hiring a nonlicensed 
individual to come in daily to provide services, is another way to secure home care. 
 
It is important to note that unlike professional home care agencies, individuals from the 
community do not need to be licensed by the state or be Medicare approved.  You will be paying 
for these services yourself.  You will need to do the investigating of the individual to secure 
someone honest, moral, and capable of performing the service you want.  Where a home care 
agency makes sure their people will show up, if the person you have hired is ill or takes a 
vacation, you will be without that person. 
 
Since you are paying a wage, you will also be responsible for taxes.  These people will be on 
your payroll as you are their employer.  The IRS has special instructions and forms to help you 
pay the taxes for home-based employees. 
 
Home Telehealth 
Technology has developed computer and computer cameras to help the elderly in their homes 
stay safe and healthy.  Home telehealth--set up by medical professionals in the home--enables 
providers to monitor such things as medications and blood pressure and actually see the patient.  
Patient questions are answered and advice is given, while the monitoring nurse views through the 
video phone how his or her patient looks physically.   
 
Home telehealth is used primarily in rural areas where long distances make visits by home care 
providers difficult on a regular basis.  On the other hand, telehealth compensates for fewer visits 
by allowing these providers close monitoring and contact on a daily basis. 
 
Payment by Medicare and Medicaid for this service is determined by each state and the rules of 
eligibility under homecare waivers.   
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4.  Home Maintenance, Transportation & Chore Services 
 
Many seniors who want to remain in their homes find it difficult because of a lack of 
transportation or because of the necessity of maintaining the home and the yard and being unable 
to do so. 
 
There are numerous community and private services that provide such things as home repair, 
deep cleaning, remodeling, maintaining the yard, shoveling snow, transportation, and so on.  
Sometimes Medicaid or the local community area agency on aging will provide these services 
for financially needy individuals for free.  For people with means there may be a charge. 
 
There is currently a growing trend for private companies to provide these services for a fee.  
These companies do background checks, training, and supervision of their people.  The company 
has qualified workers in all areas of home maintenance, repair, yard work, etc.  Using such a 
company eliminates your need to do background checks, supervise, or take care of payroll  
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5.  Home Disability Support & Medical Alert Systems 
 
Assistive Technology 
Assistive technology is a broad term and may mean different things to different people but for 
our purposes we will define it as the following: 
  

1. Devices or systems to help people who have no skilled medical needs manage their 
disabilities  

2. Devices or systems that support disabilities with people who are receiving Medicare 
home care (durable home medical equipment) 

3. Personal items or devices that make life easier for people with disabilities 
4. Living environments that accommodate disability 
5. Consultants, books and other advice 
6. Home modification 

 
Devices to Help with Disability and No Skilled Needs 
These are systems or devices that are not covered by Medicare.  This may include certain home 
modifications, stair lifts, elevators, computer training, sensory augmentation devices, aides to 
mobility or for mobility convenience such as grab bars, bath lifts, chair and toilet lifts.  Others 
include medical alert systems, exercise equipment and whirlpools or special bathing equipment. 
 
Devices That Medicare Considers Durable Medical Equipment 
As a general rule Medicare will reimburse 80% of the cost for rental or purchase of devices or 
systems that support disabilities due to a medical problem.  Medicare has a certain list of these 
items that it will approve.  Following is a partial list of devices that Medicare will cover and that 
support disability in the home: 

 
 Oxygen equipment 
 Canes, walkers and crutches 
 Wheelchairs and scooters (scooters require a large co-pay) 
 Other mobility or medical-related home care devices (Medicare maintains a large list of 

these devices that may or may not be covered.) 
 
Personal Items or Devices That Make Life Easier 
These are items to make life in the home easier for those who are disabled.  This might include 
therapy systems, joint and limb supports, dining aids, bath, hygiene and toileting aids, reachers, 
button hooks, fasteners, shoehorns, holders, turners and so on.  The list also includes special 
clothing items. 
 
Living Environments That Accommodate Disability 
There are a number of companies or organizations that will restructure the living environment at 
home to make it possible for people to live at home.  This might include special training, 
augmentation devices, transportation, in-home services, environmental control devices, exercise, 
recreation programs, etc. 
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Consultants, Books and Other Advice 
There are numerous books available from bookstores and from online sources that give advice to 
caregivers in all areas of disability support.  These sources often go beyond the issue of devices 
and equipment and deal with such things as meal preparation, menus, activities, music, and other 
social issues important to the disabled.  Private and government consulting is also available.  
Check online or dial 211 or call the local area agency on aging for more help. 
 
Home Modification 
Many people with disabilities want to remain in their home as long as possible.  Such things as 
narrow doorways that cannot accommodate wheelchairs, more than one living level, and 
inconvenient layout of the home may prevent a person from living there.  In addition, disabled 
people often require rails, special bathroom facilities, and special dining accommodations as 
well.  There are three options to modifying the home: 
 

 Research can be done and materials procured to make the home more livable, and a family 
friend, or relative can pitch in and do the remodel. 

 A contractor can be employed to do the necessary modifications. 
 An attempt can be made to find a local company that specializes in full-package movement 

modification for the disabled.  These providers may be readily available in larger 
population areas. 

 
In addition, help can be sought from the following community service providers: 
 

 Local area agency on aging 
 State department on aging  
 State housing finance agency 
 Department of public welfare  
 Department of housing and community development  
 Senior center Independent living center  

 
The National Association of Home Builders and the AARP have teamed together to form the 
Certified Aging-in-Place Specialist (CAPS) program.  These people have been trained in the 
unique needs of the older adult population, aging-in-place home modifications, common 
remodeling projects, and solutions to common barriers.  It may be possible to find a person in the 
desired area by going to http://www.nahb.org/or by calling the local home builders association 
and asking for someone certified in this area.   
 
Medical Alert Systems, Tracking and Prevention Devices 
This area of assistance focuses more on the use of devices that warn of problems with 
homebound people who are often without caregivers for certain periods of the day.  This may 
include:  
 

 24-hour vital sign monitoring 
 video surveillance  
 emergency signaling systems (medical alert) or  
 GPS locator devices for wandering care recipients. 
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6.  Elder Law and Estate Planning Advice 
      
Many elderly rely entirely on family or other trusted individuals to help them.  Whether it is 
physiological or psychological, as people grow older, they tend to grow more childlike.  The 
dependence upon caregivers or family members makes an older person more vulnerable for 
abuse and financial exploitation.  Legal arrangements and protective actions by family may be 
necessary to shield loved ones from abuse. 
 
Making legal decisions about property, finances, power of attorney, and last rights are important 
tasks to complete in planning for eldercare.  Having legal documentation for your will, assets, 
and whom you designate to be responsible for your welfare can avoid family disputes, abuse of 
your needs and finances, and conserve your assets for your care. 
 
Elder Law Attorney 
Elder law attorneys specialize in legal issues affecting the elderly.  They are expert in Medicare 
and Medicaid programs and working with the elderly in assisting them and their families with all 
aspects of planning and implementing necessary legal documents.   
 
Qualified legal help is available from most elder law attorneys to help individuals in applying for 
and accelerating payments for Medicaid.  An elder law attorney can also help with disputes with 
Medicaid.  Likewise attorneys who specialize in Medicare can help with disability claims.  
Sometimes this help is the only way claims are ever granted. Below is a partial list of what an 
elder law attorney might do:  
 
 Preservation or transfer of assets seeking to avoid spousal impoverishment when a spouse 

enters a nursing home  
 Medicaid qualification and application and Medicaid planning strategies  
 Medicare claims and appeals 
 Social security and disability claims and appeals  
 Disability planning, including use of durable powers of attorney, living trusts and living wills  
 Help with financial management and health care decisions; and other means of delegating 

management and decision-making to another in case of incompetence or incapacity 
 Probate 
 Administration and management of trusts and estates  
 Eldercare placements in nursing homes and assisted living  
 Nursing home issues with patients' rights and nursing home quality 
 Elder abuse and fraud recovery cases  
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Estate Planning Attorney 
The estate planning attorney provides information and legal advice for preparing your properties 
and finances so they transfer in the most efficient manner to your heirs.  This also includes tax 
planning to avoid such things as estate taxes, state inheritance taxes and capital gains taxes on 
properties or investments. 
 
Most attorneys who specialize in elder law, also provide estate planning advice.  An estate 
planning attorney will help you with the following: 
 
 Give tax advice pertaining to estate issues 
 Perform probate services 
 Draw up wills and trusts 
 Design powers of attorney and other consent documents 
 Design special trusts or partnership programs to save estate or gift taxes 
 Design charitable gifting programs 
 Design strategies to transfer business ownership with death or disability 
 Design programs to pay for estate taxes 
 
Durable Power of Attorney 
Many people do not know the difference between a general and a durable power of attorney.  A 
general power of attorney is a document by which you appoint a person to act as your agent.  
Agents are authorized to make decisions for you, sign legal documents, etc.  Many people are 
unaware that a General Power of Attorney is revoked when the person granting that power 
becomes incompetent or incapacitated.  It is the "Durable" Power of Attorney that allows for an 
agent to continue making decisions on your behalf no matter what happens to you. 
 
A responsible adult child of an aging parent would be given a "durable power of attorney" to act 
on behalf of the parent.  This provides broader authority than just adding the child's name to 
bank accounts and documents.  Another form of durable power of attorney called a "springing 
power of attorney" allows for a more restrictive use of the power to act on your behalf. 
 
Living Will and Advance Directives 
A living will is your declaration made as to what actions you want taken in keeping you alive 
when you are in a vegetative state or there is no hope for recovery.  You may want little or no 
medical intervention or life prolonging action.  You set the limits in your will.  You should 
entrust your living will to a person who knows your wishes and will ensure that they are 
observed. 
 
CELA 
A Certified Elder Law Attorney (CELA) has studied the legal needs of elders, the rules of 
Medicaid and Medicare and handled a requisite number of pertinent cases in order to receive that 
designation.  This experience will make this person more informed about elder care issues. 
 
State Legal Services 
Most state bar associations have attorney referral programs or can direct you to an attorney 
referral program.  There are also programs to provide some free legal service for people with low 
income. 
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7.  Elder Mediation Services 
 
What Is Elder Mediation? 
It is amazing how quickly formerly cordial relationships between family members will sour 
when the family has to deal with care of elderly parents or inheritance at their death.  Sometimes 
the consequence of dealing with the final years of elderly parents can break families apart and 
create long lasting animosity.   
 
Elder mediation is a promising new tool to help families heal broken relations, solve difficult 
issues arising from dealing with elderly parents, or prevent misunderstandings or problems from 
happening in the first place. 
 
Mediation has been around for a long time, but only recently is it being applied to solving 
problems with elder care.  The term "elder mediation" is still not widely used and someone 
seeking services in this area would most likely contact a "family mediator." Elder mediation is a 
rapidly growing specialization in the area of family mediation.   
 
A mediator is a neutral third party who typically has no relationship with the family members 
who are in dispute or disagreement.  The mediator brings the disputing people together, sits them 
down in the same room, and causes them to talk to each other.  The mediator's role is to negotiate 
a resolution to the problem that is causing the disagreement.  The mediator does not dictate or 
make decisions for the disputing parties but finds ways to facilitate communication between 
them.  The goal of mediation is to produce a written agreement that all parties will abide by. 
 
It is amazing how little some families communicate with each other.  Perhaps when they grew up 
together, they were not accustomed to coming together as parents and children and working out 
problems.   They don't have this family council strategy to rely on.  It may seem unnatural to 
them.  But that is often exactly what is needed, especially in situations where, perhaps, one child 
is caring for the parents and the others are left out of the loop.  When disagreements arise, 
suspicions begin to grow.  Suspicions or distrust often lead to anger and the anger often leads to 
severing the channels of communication between family members.   
 
This breaking up of ties can occur between parent and child or between siblings or between all of 
them.  It is often at this point that a neutral third party can come in and repair the damage that has 
been done and help correct the problems that have come about because of the disagreement.  A 
mediator experienced in elder mediation is a perfect choice for solving disagreements due to 
issues with the elderly.   
 
Independent mediators are the people most likely to be of help to families needing elder 
mediation.  Those who specialize in elder mediation are most likely to have a background 
dealing with issues with the elderly.  Others of these providers may be able to help with elder 
mediation, but their specialty may be broader, and they will typically present themselves as being 
family mediators.   
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Depending on their reputation and their effectiveness, independent mediators may charge 
anywhere from $50 per hour to $150 per hour.  They may charge additional fees to formalize and 
make copies of the final agreement. 
 
Disagreements Suitable for Elder Mediation 
Elder mediation is a brand-new field and is still finding its roots, but those active in this area 
have identified the following issues with older people that can lead to disagreement, conflict or 
dispute: 
 

 parental living arrangements 
 health and personal care (such as driving ability) 
 provisions in the case of terminal illness,  
 home upkeep and repair 
 financial concerns 
 nursing home care  
 trust and estate issues 
 guardianship  
 power of attorney  
 relationships between parents, grandparents and grandchildren  

 
We can talk about principles and ideas all day, but one cannot fully realize the vision of how 
mediation can help unless one encounters actual examples where it would apply. 
   
Here is one example: 
Sally and Jane are taking care of their aging parents who are living in their own home but need 
special help with bathing, dressing, and preparing their meals.  Sally and Jane have their own 
families and both are employed.  They trade off spending their evenings with their parents and 
one of them has gone to part-time employment in order to help the parents in the morning.   
 
Their parents renovated the family home many years ago and created an apartment in the 
basement in order to produce rental income in their old age.  They also have an additional rental 
property that provides further additional income.    
 
Their married son--Sally and Jane's brother--with his wife and two teenage children are living in 
the basement apartment and paying no rent.  He is out of work and has had difficulty in the past 
remaining employed.  He does not help with the care of his parents and the parents are actually 
using most of their income to support him.  Sally and Jane are angry.  They need their parents to 
understand how they feel about the situation. 
 
A mediator is the perfect solution for solving this problem. 
 
Finding an Elder Mediator 
Most mediators have training and experience in the area that they are working.  Most can 
produce evidence of certification.  The number of cases processed and the background of the 
person offering this service is an important consideration in the selection.   
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8.  Guardianship and Trust Administration  
 
Guardianship 
According to the American Bar Association Commission on Law and Aging, guardianship and 
conservatorship involve the following: 
 
"Guardianship or Conservatorship is the legal tool of last resort for decision-making and 
management of your affairs.” 
 
A guardian is usually court-appointed to manage the property and/or personal affairs of persons 
who are not capable to do so for themselves.  Conservatorship typically involves management of 
just one’s assets without control over the person.  The court can limit the guardian’s authority  to 
specific areas of need or give unlimited power to the guardian..   

 
People need a guardian when they cannot make decisions themselves and serious harm may 
come to them.  In its most basic form, guardianship of person encompasses the job of making 
decisions for a person who has been legally declared incapacitated, incompetent or legally 
disabled.   
 
If you already have an agent or family member under a durable power of attorney or under a 
health care advance directive, the court will normally determine that the agent’s or family 
member’s authority shall continue to function. 
 
Because of the critical nature of the relationships among those involved - the family, the 
individual protected person and the guardian, the National Guardianship Association, Inc.  
(NGA) certifies guardians and encourages them to adopt a specific code of ethics.  It provides its 
members with education and training and the opportunity to set a national agenda to ensure 
standards of excellence.   
 
Trust Administration and Management 
A trust is a legal document that "entrusts" property to a trustee to manage that property for a 
person or persons whom the maker of the trust wants to benefit.  In most cases, the maker of a 
trust is creating a benefit for a loved one that will be distributed after his or her death.  Trusts 
usually involve very specific and detailed instructions on how a trustee is to carry out the duty of 
managing or distributing the property on behalf of a beneficiary.  A trustee can be a bank, an 
attorney, an individual, or a trust company. 
 
A trustee will manage investments, keep records, manage assets, and prepare court accountings--
paying bills and (depending on the nature of the trust) medical expenses, charitable gifts, 
inheritances or other distributions of income and principal. 
 
A trust relationship is also created in a will when the maker of the will specifies an entity to be 
an executor or personal representative of the estate.  This person or company then becomes a 
trustee for the deceased individual who made the will.  The responsibilities of an executor in 
settling the estate of a deceased person include collecting debts, settling claims for debt and 
taxes, accounting for assets to the courts, and distributing wealth to beneficiaries. 

http://www.guardianship.org/�
http://www.guardianship.org/�
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A third party trust officer such as a bank, attorney or trust company may also assume the role of 
a guardian for a minor child, distributing assets in a prearranged manner when the child becomes 
an adult.  Or the trust officer may also act on behalf of a developmentally disabled or mentally 
retarded person distributing assets under a special needs trust. 
 
Trusts are most often used with estate planning.  The purpose of estate planning is to minimize 
the cost and streamline the process of distributing assets to the next generation.  Here are some of 
the more common reasons people create trusts in estate planning: 
 

 To avoid probate 
 To minimize or eliminate estate taxes 
 To create life insurance trusts 
 To avoid capital gains taxes on the sale of property 
 To create an annuity income through charitable gifting 
 To receive a charitable gifting income tax deduction 
 To manage assets on behalf of a minor or someone who cannot handle his or her own 

affairs 
 
Trust companies are valuable partners in the management of trusts and in the process of estate 
planning.  These companies, for a small fee, will manage and invest assets, maintain escrow 
accounts, hold property pending an exchange sale, provide life insurance and income annuities, 
and provide safekeeping of valuables. 
 
Many people who create trusts or wills or both will designate a trust company or bank to be a 
trustee for their property instead of using a member of the family or close friend to do this.  The 
reason is that, all too often, assets are mismanaged or even stolen by family members or friends.  
Using a trust company that has a legally mandated, public fiduciary responsibility avoids this 
problem. 
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9.  Financial Services Specialists 
 
Now is the time to review your insurance policies, bank accounts, retirement accounts, annuities, 
bonds, and any other financial documents or plans that you have set up. 
 
Insurance Specialists 
Specialists in insurance have extensive knowledge in the products they offer and can give you 
the information you need for planning eldercare. 
 
Types of insurance specialists for eldercare planning. 
 

 Life insurance 
 Eldercare insurance 
 Medicare Advantage, supplement and drug plan specialists 
 Annuities 

 
There are many reputable companies that provide these products.  We advise you do some 
research, get referrals from friends that are satisfied with their agent and his or her products.   
  
Financial Advisor 
A financial planner or advisor, who works with the elderly, is going to understand how to 
manage assets for that age group.  This person will also understand how to use assets and income 
when there is a need for eldercare.   
 
A financial adviser will work closely with an estate planning or elder law attorney to make sure 
all arrangements for the estate, for disability, for loss of capacity, for medical treatment, and for 
eldercare are covered.   
 
An elder financial adviser is also likely to work with a team of other eldercare providers or 
advisers such as care managers, pre-need funeral planners, eldercare insurance specialists, 
reverse mortgage specialists and home health providers. 
 
Services covered by a financial advisor: 
 

 Investment advice  
 Income tax  
 Retirement planning  
 Small business  
 Protection and insurance  
 Estate planning  
 Saving for education  
 Asset allocation  
 General financial planning  
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10.  Reverse Mortgage Specialist 
 
With most people, their home is their biggest investment.  This one investment can provide the 
money you may need for your eldercare planning.  In Step 2, Reverse Mortgages were discussed 
as an option for paying for eldercare services, home repairs or alterations or just having money 
for wanted items.   
 
When you have decided to obtain a reverse mortgage, you then must determine what type of loan 
to use.  The U.S.  Department of Housing and Urban Development's popular home-equity 
conversion mortgage (HECM) is insured by the federal government.  The amount of loan you 
can obtain with HECM is determined by the FHA lending limit in your area.  If you own a high-
value house, you may be better off with a loan from Fannie Mae or from a private lender. 
 
Because reverse mortgages may be confusing, you are required to meet with a counselor before 
you can apply and to be sure you understand the pros and cons as well as how the reverse 
mortgage works.  A reverse mortgage is a major decision and the time spent with the counselor is 
well worth your peace of mind for your future. 
 
A reverse mortgage specialist works in conjunction with a lending company.  Some may be 
under contract with one company and others may offer services of multiple lending companies.  
A specialist usually only sells reverse mortgages and is expert in the rules and qualifications.  A 
specialist will help you find the right mortgage for your needs and, set up your counseling 
appointment and complete the appraisal and necessary documents. 
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11.  Seniors Relocation and Real Estate Specialists 
 
As people age, they often become overly attached to their homes and even though there may be 
compelling reasons to find other living arrangements, these folks will go to extreme lengths to 
remain in their homes.   
 
Notwithstanding the affection for their dwellings, there is oftentimes undeniable pressure for 
seniors to move out and into different living arrangements.  Consider the following:  
 

 The challenge of maintaining a yard and providing upkeep has become too great.   
 There is a need for eldercare that can't be handled in the home.   
 The older person needs supervision that can't be provided in the home.   
 The neighborhood has deteriorated and safety is a concern.   
 There is a desire to be near children or grandchildren (70% of those 65+ live within 1 

hour of a child).   
 The home cannot accommodate disability needs.   
 There is a need to avoid climbing stairs.   
 Assets are tied up in the home and cash is needed through selling the property.   
 Driving is no longer possible and available local transportation is not adequate.   
 There is a desire for a warmer climate, a yearning for new vistas or a need for challenging 

new experiences.   
 
Typically, the thought of giving up their residences, finding new accommodations, downsizing 
personal possessions and executing the move can seem overwhelming to many older people.   
 
Perhaps another obstacle for many seniors, contemplating a move, is the lack of support or help 
from family members.  In fact, some seniors have no children.  For others, the children are living 
far away or are extremely busy with their jobs or their own families.  And in some cases--
because people are living so long--the children are elderly as well and find it difficult to help 
with the move.   
This overwhelming pressure and stress relating to moving can often result in gridlock--a failure 
to make any decision at all. 
 
Because many elderly people face such a daunting task with moving, a growing number of 
seniors’ relocation specialists are stepping forward to provide assistance.  These individuals or 
companies provide or arrange for the following services: 
 

 advice and counseling,  
 help with finding new accommodations,  
 downsizing possessions through personal, caring assistance with discarding, donating or 

arranging estate sales,  
 selling the existing property,  
 organizing, arranging and scheduling the move,  
 unpacking at the new location and removing boxes and other debris,  
 setting up and arranging furniture.   
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And it isn't just the elderly person, contemplating a move, who is hiring these specialists.  Active 
senior communities, independent living facilities, nursing homes and assisted living often retain 
a relocation specialist to provide advice and arrange services to help seniors with a move.  
Family members of seniors have also found it more convenient to hire a specialist to help their 
loved ones with relocation.   
 
So who are these companies or individuals who provide seniors relocation and real estate 
services? 
 
Seniors Real Estate Specialists  
A Seniors Real Estate Specialist (SRES) is a real estate agent who specializes in helping the 
elderly transition to a new location.  The specialist has been trained to recognize the special 
needs of seniors and understand the various living arrangements available to older people.  Most 
of these specialists concentrate on selling the property and do not directly provide relocation 
services but they will arrange for companies or individuals or advisors who can provide these 
other services.   
 
Senior Move Managers 
A Senior Move Manager is a member of the National Association of Senior Move Managers.  
These people often have a background in social work or case management and have experience 
working with the elderly.  As such, they understand the needs and desires of seniors.  Senior 
Move Managers can provide or arrange for any needed service such as counseling and advice, 
selling property, downsizing or relocating their clients.   
 
Moving Companies 
Many independent moving companies recognize the special needs of seniors and they will 
provide moving services, storage and other specialized programs for this unique group of 
customers.  These companies will often work together with senior advisors and relocation 
specialists. 
 
Specialists with Developers or Senior Communities 
Active senior community developers, senior residences and care facilities have recognized that 
providing relocation services will help their clients or residents transition more quickly into the 
new living arrangements.  This not only relieves the stress on the seniors but also results in less 
cost to the providers who might be holding open properties or rooms for a long period of time 
due to the difficulty of selling the old residence and relocating. 
 
Professional Organizers 
Professional organizers--many of whom are members of the National Association of Professional 
Organizers--have found a unique niche in helping people reduce clutter in their homes or provide 
a more efficient office or living environment.  Because of extensive experience in reducing 
personal possessions, a professional organizer can be particularly useful in helping to downsize 
in anticipation of a move. 
 
Professional or Geriatric Care Managers 
Most care managers help people, needing eldercare, to find appropriate living arrangements.  A 
natural outgrowth of finding new accommodations has resulted in many care managers 
specializing in relocation services as part of what they do. 
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12.  Hospice Care Providers 
 

Some people are content to leave decisions regarding their death in the hands of others.  By 
doing so, they may expose themselves to unnecessary and futile treatments to prolong their life.  
They may also experience numerous visits to the emergency room in the last stages of their life.  
This dependency on others often results in great stress to family members, when elders lose their 
capacity and have not made their last wishes known.  Family is often forced to make decisions 
about life support and treatment without knowing whether their loved one would have wanted 
these interventions. 
 
Adding a knowledge of hospice care to your plan provides assurance your last days or those of a 
loved one will be spent where and how you want. 
 
There are companies that specialize only in hospice care.  Or it is often the case that home health 
agencies also offer hospice.  Hospice provides a team of specialists that work under your 
physician’s orders to provide every aspect of care. 
 
This could include: 
 

 Hospice case manager 
 Nurse 
 Physical therapist 
 Dietician 
 Social worker  
 Bereavement counselors  

 
Hospice is generally used for cancer patients because it is often easy to determine in advance 
whether a person will survive or not.  If the cancer is not cured and continues to spread, death is 
usually inevitable.  Whether that occurs in a matter of weeks or months is not important to the 
doctor prescribing hospice.  The only requirement is the doctor must have a reasonable 
expectation that his patient cannot survive beyond six months.  Sometimes hospice patients can 
receive care for years before they succumb.   
 
For other medical conditions, hospice may be just as appropriate, but oftentimes the family fails 
to inquire or the family doctor simply doesn't consider it.  Hospice should be considered for such 
conditions as congestive heart failure, advanced diabetes, advanced lung disease, advanced 
autoimmune disorders, advanced kidney disease and so on.  Even in the absence of any medical 
condition, a person can still qualify for hospice if he or she is deteriorating rapidly and overall 
health is declining.   
 
Another condition often overlooked for hospice is advanced dementia or Alzheimer's disease.  
Families often wait until a loved one starts shutting down before hospice is ordered.  Or 
sometimes hospice is not even considered for Alzheimer's because doctors are so used to using 
this care only for cancer.   
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If a loved one is not improving, family should always ask or even press for hospice.  Remember 
not to wait until close to the end but order hospice at an earlier stage since it will help provide the 
transition to the death of a loved one in a more dignified way.   
 
Home Telehospice  
A new service is being introduced into the hospice care program – home telehospice.  It provides 
24 hour nursing support for the caregiver without the nurse being physically in the home.  
Videophones installed in the home enables a caregiver to call with questions or to get 
instructions from a nurse in doing care procedures and monitoring a hospice patient.   
 
The nurse or other medical persons can view the patient and determine what needs to be done.  
They can then instruct the caregiver.  This service relieves questions and concerns that often pop 
up late at night without one of the hospice staff traveling to the home.  Under most conditions, 
Medicare will cover home telehospice.  As with telehealth, this service is more suitable for rural 
areas where driving long distances to make visits is difficult or impossible. 
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13.  PrePlanning, PreNeed Funeral Providers 
 
A funeral director or employee trained in preplanned arrangements can help you and your family 
make the decisions and preparations for future funeral and burial needs. 
 
Death often places unanticipated burdens on the family both emotionally and financially.  
Prearranging removes that burden from family.  Privately or with family members, you meet 
with the preplanning director and arrange all or part of the burial and funeral services.  This is 
put into a contract ready to use at a later date. 
 
Prefunding the funeral also relieves the financial burden from your survivors.  These are paid by 
putting money into a special irrevocable trust fund, escrow account or insurance policy.  At the 
time of death, the funds are paid to the funeral director. 
 
Following are some advantages of preplanning: 
 

 It provides peace of mind knowing these arrangements have been made in advance. 
 It avoids the burden on family members to make decisions when they are most vulnerable 

to manipulation.   
 It helps the family to avoid taking loans, arranging finance plans, raiding savings, or 

selling assets to pay for a funeral and burial. 
 It guarantees (for many contracts) that if products and services currently purchased are not 

available in the future, equivalent substitutes will be provided at no additional cost.  It 
locks in guaranteed prices (with some contracts) forever. 

 It allows for inflation in future costs (for those contracts that do not guarantee prices) by 
investing money in an interest-bearing account or buying life insurance that increases in 
value over time. 
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STEP 4 
  
Create a Life Resource Plan and Choose 
a Care Coordinator 
  
Success is assured through a written life resource plan; 
accepted by all parties involved.   
  
  
  
  
  
  
The previous three steps in this manual have given you a wealth of information about eldercare.  
It is important for you to have an understanding of care systems and the resources you can turn to 
when the need arises.  However, knowledge of eldercare services is not enough.  You must take 
some action now to prepare for the day when you will need to deal with eldercare for your loved 
ones or for yourself. 
  
This final fourth step in the planning process is designed to help you make a life resource plan.  
If you follow the instructions in this section and prepare a plan for you or a loved one, the 
challenge of dealing with eldercare will unfold for you in a more manageable manner.  You will 
experience less stress, have fewer costs, require less time committed and have fewer family 
conflicts. 
  
Your life resource planner will help you create a personal care plan.  You will complete a 
survey form that will help you see what resources you already have and what additional 
information, financial products and documents you need to acquire.   
  
Choosing a care coordinator and holding a planning and agreement meeting with all family or 
friends that will be involved will be your final step. 
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There are basically two planning scenarios for two different categories of people 
who need  life resource planning. 
 
Imminent Care Planning Scenario: The first of these planning scenarios involves older 
individuals who are currently receiving eldercare or for whom the need for care is imminent.  
Most of these individuals are not prepared financially to pay the cost of care.  Most have also 
neglected to involve family or other persons close to them in dealing with the possibility that 
eldercare might be needed.  Family and friends are often caught unaware and are often forced to 
work in a crisis mode trying to solve the problems associated with providing care for their loved 
one. 
 
With these people already receiving care, some of the elements of planning are missing, but a 
carefully designed plan can still solve a lot of problems and relieve a lot of stress.  Our care 
planning process can be followed step-by-step for this group but the personal eldercare plan that 
results will constantly be changing as the need for care evolves. 
 
Consider the following example of a care plan for someone needing immediate care: 
Shelley has been watching out for and helping her mother since her father died of a sudden heart 
attack a year ago.  Shelley's mother is 77 and her husband, Shelley's father, was a veteran of 
Korea.  Her mother has arthritis and has difficulty bathing, dressing and moving around and she 
is also exhibiting early signs of dementia. 
 
Mother makes $800 a month in Social Security, has $2,000 in savings and owns her own home.  
She has substantial consumer debt that she is burdened with and she cannot make ends meet.  
Shelley has been helping her meet her obligations.  Mother also takes advantage of the low 
income utilities programs and other government support to help the elderly poor. 
 
A good friend and neighbor comes in the morning to help mother get dressed and to fix her 
breakfast and Meals on Wheels comes at noon to leave her lunch.  Shelley comes by in the late 
afternoon, after work, and fixes her mother dinner, helps her get a bath if necessary and gets her 
ready for bed.  Shelley spends her entire weekends with her mother.  Shelley has no husband or 
children but she also has no life of her own because of the care of her mother. 
 
Her brothers and sisters, who also live in the area, are perfectly happy with this arrangement 
because they have their own families and they think everything is under control.  They have 
made no offers to help, other than to take mom shopping or to the doctor.  However, they always 
seem to have plenty of advice for Shelley.  Shelley feels trapped. 
 
Shelley attends a caregiving presentation during her lunch break at work and obtains a copy of 
the book "The 4 Steps of Eldercare Planning."  After reading the book, she realizes she has many 
more options than she thought and she feels empowered to take better control of the caregiving 
morass she has fallen into. 
 
By following the checklist, she investigates all of the caregiving options available to her.  She 
completes the worksheet section of the book.  She next consults with a financial planner and an 
elder law attorney to understand funding and legal issues. 
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Her next step is to arrange a meeting between her, her mother and her brothers and sisters. 
 
Mother is absolutely adamant about staying in her home as long as she can, and because her 
family loves her, they want to respect her wishes as far as humanly possible. 
 
Shelley has uncovered the following solutions for care: 
 

1. As a result of her introduction to life resource planning, Shelley discovered the value of 
using a care manager.  Shelley hired a care manager to do an assessment of her mother 
and the care manager had a number of valuable recommendations, including the 
involvement of other family members.  The care manager, who is a nurse, also feels that 
mother’s arthritis could be treated more adequately to provide some improvement.  She 
also suspects the mild dementia is probably due to poor nutrition, lack of stimulation and 
depression and is not an organic condition.  The care manager has suggested a 
geriatrician for Shelley's mother, who has an excellent reputation for diagnosing and 
treating and improving health conditions in the elderly. 

 
2. Because Shelley's father was a veteran, her mother can get an additional $976 a month 

from VA to cover home care costs. 
 

3. Her mother can qualify for a reverse mortgage to pay off the debt and turn remaining 
funds into an additional lifetime income to allow her to stay in the home. 

 
4. Someone needs to have power of attorney and there must be a plan in place with what to 

do with the house in case mother can no longer live at home and must go to a facility.  
The attorney and financial planner have offered some good suggestions. 

 
Because of her demanding schedule as caregiver and working full time, Shelley needs help from 
her family in arranging for these solutions and in giving her the additional support she needs as a 
caregiver.  She has a long talk with her older brother and helps him understand the situation and 
he agrees to call a family meeting.  He also agrees to discuss the situation with other family 
members and to come away with an agreement between them all on how to support their mother 
in the home and help Shelley as the caregiver. 
 
The family meets together and the older brother--using our planning checklist as an agenda--goes 
over the entire scenario with the others, who up to this point have been content to let Shelley 
handle everything and really do not know all that is going on. 
 
Agreements are made for members of the family to assume responsibilities for completing the 
solutions to the care plan.  The older brother will be power of attorney and be responsible for the 
finances because he is a CPA.  In addition, by understanding their sister's plight, other family 
members agree to help with the caregiving as well. 
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An agreement is drawn up and everyone is given a copy.  The older brother has been designated 
as the care coordinator and he assumes ownership of the life resource binder with the worksheet 
forms and the original care agreement.   
His ultimate responsibility is to make sure that all solutions and other options have been explored 
to provide the best care for their mother; and in addition, that everyone lives up to his or her 
promise made in the care agreement. 
 

~~~~~~~~~~~~~~~~~~~~~~~ 
 
The second group that should be doing eldercare planning is individuals who are currently 
healthy but want to plan for the day when they will need help.  Ideally, planning prior to 
retirement is the best time because it affords the opportunity to prepare financially to pay the cost 
of eldercare.  If you are healthy and young enough, eldercare insurance should be purchased.  If 
this is not possible, then money should be put away in savings to cover the cost. 
 
Some of our readers might be in their retirement years but still healthy and not needing care.  
These people should most definitely plan now and prepare their families or friends for helping 
them someday with the need for eldercare.  Even for this group, some financial preparation can 
be made to help pay the cost. 
 
 
Consider the following examples to illustrate the planning process where people are healthy 
and currently don't need care: 
 
Example #1--Planning after Retirement 
Mary, age 75, is trying to prepare her son to avoid the mistakes she made with her husband Bill.  
Five years ago, Bill lost his ability to communicate due to early-onset Alzheimer’s.  He also 
suffered from heart disease and diabetes.  As his caregiver, Mary was never quite sure she was 
making the right choices about his eldercare and medical treatment.  Eventually Bill needed life 
support and Mary agonized over how Bill really would have wanted his life to end, since they 
had never discussed it.  Bill died last year.  So many things were left undone regarding his care. 
 
Mary has decided to plan for eldercare and medical treatment before it happens.  She has 
designated her son as her personal care coordinator.  She has given him written instructions in 
the planning pages of her life resource binder regarding different care scenarios and how to 
prepare for caregiving.  He also has copies of her will and trust as well as other legal care 
documents.  Through life resource planning, Mary has provided him an extensive source of 
eldercare information as well as a list of her personal financial resources.   
 
Mary has implemented the financial solutions to pay for her care.  And finally, she has provided 
her son, in the binder planning pages, a detailed list of government and private eldercare service 
providers in her area.   
 
By planning in advance for eldercare, Mary has removed the guilt that loved ones feel in making 
care choices for her.  She has researched and given direction on the types of care she desires, she 
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has given direction and guidance to would-be caregivers and lastly she has planned for the means 
to pay for that care. 
 
 
Example #2--Planning Prior to Retirement 
Alice, age 56, and Frank, age 59, are the parents of three grown children.    Their two oldest 
children live out of state.  Their youngest, Andrea, is married with one child and lives about 40 
miles away.   
Alice is an educator and in 6 more years she will be eligible for a retirement pension.  She has 
also managed to put away a small nest egg with the State 401(k) and in a tax sheltered annuity.  
Frank is self-employed and other than Social Security, he will have no other retirement income 
or savings.   
Alice went through eldercare with both of her parents.  Her mother died 3 years ago and her 
father died 5 years ago.  Alice was the only one of her brothers and sisters willing or able to care 
for her parents.  Between trying to maintain a very demanding profession and provide eldercare 
to her single mother in the morning and evening and on weekends, it was all she could do to 
avoid a nervous breakdown.  At the same time, her youngest daughter, Andrea, was a senior in 
high school and although, Andrea was mostly self-sufficient, Alice still feels the guilt of not 
being there for Andrea because of the burden in caring for her parents.   
Alice’s career also suffered as she was unable to attend continuing education courses to meet 
career ladder thresholds and she had to opt out of extra activities at school.  Her principal was 
understanding but she wasn’t sure about her standing with the rest of the staff and administration. 
Alice has persuaded Frank to set up a eldercare plan for themselves to avoid the mistakes made 
with her parents.  They recently purchased eldercare insurance policies that combined with their 
incomes will allow them to maintain their home and provide enough to pay for professional help 
to keep them in the home.   
If for some reason they can’t stay at home, the insurance will pay for institutional care as well.  
If one of them dies and the other goes to live with Andrea, the insurance will allow their 
daughter to oversee professional in-home care and respite care and not be tied down as her 
mother was with caregiving.   
Alice and Frank want their children to have their house and they have set up a will and trust to 
provide for an orderly distribution.  Alice has made a list of who-gets-what of her keepsakes and 
has listed the things she wants her grandchildren to remember their grandparents by.  They have 
asked Andrea to be their personal care coordinator and have given her instructions, in the 
planning pages of their binder, regarding care, financial resources, community resources and 
legal documents.   
Alice and Frank place their information in in the binder and give it to Andrea to help her carry 
out her future responsibility.  They also retain copies for themselves for the day when they will 
need this information as well. 
Because Alice and Frank have put everything in order, they feel they will not be the burden on 
Andrea and her family that Alice’s parents caused for her and her family 
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Understand How This Planning Binder Becomes Your Care Plan 
 
 
This information section of this binder provides comprehensive information about eldercare 
planning.  Using the binder as a single-source repository for information and directions makes it 
much easier for you or your care coordinator to carry out your wishes. 
 

1. The binder contains a comprehensive source of information about community, 
government and private eldercare services. 

 
2. The planning process provides a survey in order for the planner to determine what care 

resources are missing and what documents, services, products and decisions are 
necessary in designing a well-functioning plan. 

 
3. The binder is a repository for information about your personal resources, your planning 

documents, your financial products and your insurance; and it contains your written 
instructions for carrying out your personal eldercare plan.   

 
4. The binder contains an agreement between all involved persons that spells out 

commitments from those persons for supporting your personal eldercare plan. 
 
 
Fill out the Care Planning Survey  
 
 
In order to proceed with the actions necessary to complete a plan, you first need to fill out the 
"Care Planning Survey."  This document will be provided by your life resource planner. 
 
The information you gain from this exercise will help you to determine care preferences for you 
or a loved one and what legal, end-of-life and financial arrangements must be made. 
 
Determining care preferences will allow you to decide whether you or the loved one wants to 
remain in the home, go to assisted living or make other living arrangements.  You will also have 
a good idea of whether you want members of the family to be involved in the care, or if you want 
to pay for professional care.   
 
If there are members of the family or close friends or even a care manager who are willing, you 
or your loved one can also decide who is to be the care coordinator. 
 
The survey will also help you understand whether there is funding available to pay for 
professional care or whether government programs can help provide that care.  You may even 
discover some avenues of funding that you didn't know existed.  For example, the veterans 
benefit.  You will also find out what legal arrangements have to be made. 
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Gather Information 
 
 
Having completed the care planning survey, you can more readily see areas where you want to 
gather more information as well as identifying personal, financial and legal documents you need.   
Having all of this information will allow you to discover options available in your community.  
Your care planning team will identify for you different community services and make note of 
what is available.  This is the time to visit assisted living facilities or care centers and talk with 
home health agencies about their services.   
 
If there is no need for immediate care, you can identify the type of services you want but not 
necessarily who will provide them.  If there is an immediate need for care, you can go a step 
further and start making arrangements. 
 
Legal arrangements can be made anytime during the care planning process.  At this point--where 
you are gathering information--you may only want to identify what needs to be done and whom 
you want to help you with the legal work.  After you have had a planning meeting, perhaps 
someone in that meeting may take the assignment of arranging for legal documents. 
 
Just remember this.  You must make the legal arrangements while you or your loved one is still 
competent.  If you wait too long, the alternatives to gaining control with an incompetence issue 
are vastly more difficult. 
 
The next three topics below will aid you in gathering and organizing needed documents in 
preparation for filling out your “Personal Life Resource Plan” worksheets. 
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Choose a Personal Care Coordinator 
 
 
Choosing a Personal Care Coordinator to help with the creation, the implementation, and the 
directives of a life resource plan is the most vital part of the planning process.  This person is 
not the caregiver.  This person carries out the plan and supports the caregiver. 
 
Here is why the care coordinator is so important.  If a caregiver is a family member, that person 
is almost always thrust into his or her role without preparation.  The caregiver typically becomes 
enmeshed in making decisions for medical care, arranging doctor visits or hospital stays and in 
providing services and companionship for the care recipient.  As such, the caregiver becomes 
distracted from arranging family support, finding resources or committing to counseling and 
training.  The caregiver needs the support and direction that the Care Coordinator gives. 
 
The Personal Care Coordinator becomes the advocate and guide in making sure all of the pieces 
of the puzzle fit together.  A coordinator can be a child, a close friend, a sibling, a trusted 
advisor, a professional social worker, a counselor or a care manager.  He or she has agreed to 
help make arrangements and to see that the written care agreement is being followed.   
 
Below are some of the activities a Personal Care Coordinator might perform.  The duties and the 
role the coordinator will play are spelled out in written instructions contained in the back of this 
book and created by you.  Here are some sample directions. 
 

 Make sure an assessment of the care recipient is made and a plan of care is designed. 
 Become familiar with the community resources and planning strategies and help the 

caregiver use them. 
 Make sure the caregiver receives counseling and training. 
 If applicable, organize a family council and solicit caregiving commitments. 
 Act as an advocate for the caregiver and make sure people honor their commitments. 
 Help with transportation, arrangement of meals and visits from formal caregivers. 
 Help with financial decisions if needed. 
 Maintain copies of legal documents and make sure they are up-to-date. 
 Accompany the caregiver on meetings with government agencies and provide advice 

with decisions that have to be made.   
 Contact appropriate professional planners to advise about and implement financial 

strategies. 
 Make sure that professional care providers are competent and that all professional options 

have been explored. 
 Maintain copies of financial preparations to pay for care and help with putting them into 

effect. 
 Make sure the written personal care plan is followed. 
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Identify Needed Legal and End-of-Life Arrangements 
 
 
All legal documents must be researched, written and signed while one is mentally competent.  
Do not wait for the onset of illness or take a chance that a stroke or other physical trauma will 
render you or your loved one incompetent to handle affairs.  If you wish, some of the legal 
documents can be done up by you and signed by the appropriate signatories.   
 
We recommend you use an attorney to complete your documents.  Elder law attorneys or estate 
planning attorneys specialize in preparing the types of documents for your eldercare plan. 
 
Your life resource planner will help you gather all legal documents, titles, deeds, etc.  and 
record information about each one on the form provided in the planning section of this binder.  A 
record will also be provided for others who have copies of the documents and where the originals 
are kept.  Be sure that the care coordinator has a copy of everything. 
 
Will 
Upon death you have a will whether you want one or not.  State intestate laws prescribe the 
method in which property of the deceased owner passes to his heirs.  If a person is satisfied with 
these rules, he needs no personal will.  If he wants a different distribution of property, then he 
must devise a personal will which takes precedence over intestate rules. 
 
Your state law may allow you to draw up a “holographic” will-–a document all in the 
handwriting of and signed by the creator.  In those states that recognize it, this is considered a 
legal document. 
 
Or you may wish to create a formal will with an attorney.  This is because if there are assets or 
intentions that are not clearly defined, it could cause all kinds of unforeseen problems for your 
heirs or loved ones.  You may end up disinheriting someone by doing it yourself and creating the 
exact opposite of what you intended. 
 
Living Will 
A living will provides guidance about end-of-life such as whether or not you want ventilation, 
hydration or a feeding tube.  A person can also use the document to reject other life-prolonging 
measures.  In some States, the document takes effect only if the patient is expected to die within 
six months or is in a persistent vegetative state and is unable to communicate to health care 
providers.  Someone suffering from an accident or acute illness will be treated without regard to 
a living will. 
 
If the patient can communicate, the document has no effect.  Also the document can be revoked 
at any time and it is not binding on the patient. 
 
In some states, you can also create a power of attorney for health care which can spell out in 
more detail the decisions for your care that can be made when you become incompetent.  Or you 
can give a blank-card health care power of attorney which allows your agent to make any 
medical decision or medical financial decision for you. 
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The Physicians Orders For Life Sustaining Treatment (POLST ) 
A POLST form is a physician’s order that records your wishes for resuscitation, use of 
antibiotics, artificially administered fluids and nutrition.  You will need to speak to your 
physician about filling out this form and what directives you want for care.   
 
Durable Power of Attorney 
As stated in the section under "Elder Law Advice", you need a durable power of attorney to 
allow your personal care coordinator to function in your behalf when you become incapacitated 
in any way.  It is very important for the correct documents to be drawn and signed when making 
your eldercare plan.   
 
Some of us are careful not to have a durable power of attorney in force while we can handle our 
affairs.  There is a special kind of durable power of attorney called a "Springing Power of 
Attorney" which is more appropriate for this purpose. 
 
Estate Planning -Trusts 
There are countless types of trusts created for myriads of different situations but the most 
common trust, useful to most of us, is the “living” or “inter vivo” trust.  The purpose of this trust 
is to avoid the cost, public disclosure and the potentially lengthy process of probate.  If you have 
trusts, check with your estate planner or legal council to be sure they are set up correctly to 
transfer assets or provide instructions for taking care of your beneficiaries. 
 
Who-Gets-What-List 
Generally a will specifies the disposition of specific assets and such lists are incorporated into it.  
But, often the disposition of items with little intrinsic or economic value but immense 
sentimental or historical value is just as important if not more important to most us.  These are 
such things as personal histories, achievement awards, genealogies, favorite ceramics, 
handicrafts, heirlooms, special furniture, pictures, collections, etc. 
 
It is important to make a list of who-gets-what of the "special" belongings and update it 
regularly.  Sometimes in the haste and confusion of arranging eldercare, “treasures” end up in the 
trash or at the local thrift store.  Or even more likely, they end up in the wrong hands.  The 
improper distribution of assets can sometimes cause bad feelings or infighting between family 
members.  This contention has even broken apart families. 
 
Usually state law does not require such lists to be attached to the will and the list may not even 
require the help of a lawyer if there is no will.  Giving copies of the list to the recipients should 
be sufficient enough intent for family members to respect final wishes.  But, if you personally are 
doing the planning and are concerned about legal respect for your wishes, you can create the list 
in your own handwriting and sign it.   
 
End-of-Life Services 
Care recipients remaining in their own home or a family member’s home, may have hospice 
attend to their last needs.  Remember that generally Medicare pays for hospice, and the expert 
care from this service benefits everyone involved. 
 
Another end-of-life service that you can set up now is preplanned funeral arrangements.  You 
can put together your own plan or have a funeral home help you.  Payment can also be prepaid, 
which relieves family of that financial burden. 
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Identify Financial, Government and Provider Resources  
 
 
Bank Checking and Savings Information 
List checking and savings accounts in the personal planning forms section.  Put account and PIN 
numbers if you feel safe in doing so.  Eventually the Care Coordinator will need to have this 
information.  Keep this list updated as time goes on. 
 
List qualified tax deferred savings accounts such as an IRA, 401(k), TSA, 403(b), 457, SEPP, 
SIMPLE or 401(a).  If you are creating this list prior to retirement you must continue to update 
the information after retirement and as you grow older. 
 
Life Insurance Policies 
List all life insurance policies in the appropriate forms section.  Record the policy numbers and 
contact information.  If you have the name of the Insurance agent who sold the policy, add that 
as well. 
 
Health Insurance or Advantage Plan  
List health insurance policies, supplemental insurance or Advantage Plan policies.  Put whom to 
contact about questions on these policies. 
 
Medicare Prescription Drug Plan Insurance (if applicable) 
List information about Medicare PDP insurance 
 
Long Term Care Insurance 
If there is long term care insurance, list the policy number and contact information.  Now would 
be a good time to review the policy to be sure you understand what it will cover and how much. 
 
Annuities and Trusts 
If there are deferred annuities or special trust accounts, you should list them as well.  Put 
pertinent information to allow the care coordinator to have access to the documents. 
 
Monthly, Quarterly or Annual Income 
Record income and the source, such as Social Security, retirement investment income, dividends, 
pension income, annuity income, rental property income, etc.  If you're doing this planning prior 
to retirement you'll have to change this information after retirement. 
 
Real Estate 
The value of your home or other properties should be listed in case they need to be sold to pay 
for care.  (Remember, a reverse mortgage may also help with financial needs).   
 
Government and Community Services 
Here is where your life resource planning pays off.  You may want the care coordinator to fill 
this out with you as he or she will need this information as well.  Your life resource planner will 
provide a list of government services, what they can provide, with contact information ready, in 
place, for when needed. 
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Your care coordinator will want to take the time to call or visit community senior centers, area 
agencies on aging or other community services to see what is available.  Books on tape, 
companionship services, and home-delivered meals are some services you may want to note for 
future reference. 
 
Professional Services 
If you or a loved one has chosen to stay at home or in the home of a family member, you will be 
looking at home care, both informal and formal.  You may also need home maintenance and 
chore services or medical equipment or alert systems. 
 
If the plan is for an assisted living arrangement, make note of those care services and what may 
be needed to supplement the services for future care.  For instance, you can have a home care 
provider come into assisted living if you choose. 
 
Review the services of a professional care manager.  This person may offer the greatest help and 
support for you and the designated care coordinator.  When the time comes that an extensive 
medical needs’ plan of care is imminent, the professional care manager can make educated 
decisions without emotional involvement.   
 
This can remove the burden from the chosen family care coordinator who may be hesitant to 
make nursing home or hospice arrangements on your behalf or on behalf of a loved one.  There 
is emotional stress and uncertainty in such decisions, even with outlined directions in the care 
plan.   
 
If the caregiver is not a family member, you may want the services of a professional care 
manager to oversee hiring and coordinating help with the care.  She would work under the 
direction of the designated care coordinator. 
 
Remember, the care coordinator and caregiver should not be the same person, especially if 
they are both family.  The Care Coordinator needs to support and provide resources for 
the caregiver.  It is extremely difficult for the caregiver and the coordinator to wear the 
same hat. 
 
Family Mediator 
If there is difficulty with involved family members or others agreeing on a plan of care, then use 
an elder or family mediator.  Some professional care managers are also mediators.   
 
With the consent of everyone involved, you can secure the services of a mediator when holding 
the care planning meeting.  It is surprising how many families are torn apart because of feelings 
and jealousy that happen with a parent’s eldercare.  The mediator will help each person express 
his or her feelings and concerns and resolve any conflicts.   
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The "Personal Life Resource Plan" Worksheets 
 
 
This is the focus of the entire planning process.  Your resource planner will help you record all 
of the preparation and arrangements that have been done to this point.  However, you need to 
understand that this is only the starting line and that changes to the "Personal Eldercare Plan" 
will occur along the way.  For example, provisions in the care plan may change after the 
agreement meeting where the discussion may shed new light on the issues.   
 
You also record on the "Personal Eldercare Plan" worksheets your desires and your direction for 
how you want eldercare services to be provided.  You also indicate your preferences for living 
arrangements under various scenarios of eldercare needs. 
 
If you are preparing a eldercare plan that may not go into effect many years from now--for 
example 20 or 30 years from now--you cannot be as specific in your directions as someone who 
is preparing a plan and receiving care currently or where the need for care is imminent.  
Remember to update your plan and keep it current. 
 
This does not mean a distant future plan is any less important and that you should put off going 
through this exercise of planning.  No one knows when the need for eldercare will arise.  
Declaring your intentions now and sharing that with family members or other interested parties 
will help them immensely when they have to deal with your care in the future. 
 
The “Personal Eldercare Plan” worksheets are to be filled out and to remain with the binder for 
providing a one-source reference for caregivers, care coordinators, family members and others 
interested in your welfare. 
 
Organize a Care Planning and Agreement Meeting 
 
You’ve done the research, gathered the documents, decided on who will be the Personal Care 
Coordinator and written a plan.  Now it is time to present it to the family or other involved 
parties. 
 
This final action is the most important one.  If one person has been designated caregiver and 
wants the other persons attending the meeting to give support with respite care, transportation to 
doctors, etc., everyone needs to be aware of this and in total agreement to do it.  All must also be 
willing to work with the member of the family, friend or professional who is the Personal Care 
Coordinator.  If each attendee is given a copy of the instructions and wishes, he or she will be 
more understanding and supportive. 
 
If the Personal Care Coordinator or caregiver is not a family member, it is important that the 
family know this and that they are willing to work with this person in support of the care. 
 
We keep saying “IMPORTANT” as we talk about bringing the participants together.  Experience 
has shown that even families that are close can quickly grow angry, jealous and hostile towards 
each other when an aging parent begins to need eldercare.  If a sibling moves into the parent’s 
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home, others can easily be suspicious of ulterior motives and fear to lose their inheritance.  On 
the other hand, the child doing the entire care taking becomes bitter and feels there is no support 
or help from siblings. 
 
One example of a family misunderstanding is that of a brother accusing his sister of 
stealing all of the money from the sale of his parent’s home.   
 
Karen, who was a single mom with two children, moved in with her parents when her father had 
a stroke to help her mother take care of him.  Her mother was also disabled.  Needing money to 
pay for a home care service, Karen helped her mother do a reverse mortgage on the home, 
which gave the needed funds.  If communication had been open and Karen’s brother had known 
the need and been involved with his parents care, he would not have reacted negatively. 
Every family is different.  Some families are close and some have never been compatible.  
Nonetheless, all family members should be invited to the agreement meeting.  If you feel the 
communication will be strained, consider having a professional mediator present.  The mediator 
will be able to keep things calm and running smoothly and help work out each persons concern.  
Make sure you get everyone's consent before bringing in a mediator. 
 
Then--and here is another IMPORTANT issue--ask for each member attending to give his or her 
input.  Allow participants to voice their concerns and give suggestions.  Encourage each person 
to tell what he likes and dislikes about the care plan.  For those who disagree, ask how they 
would like to see that part handled.   
 
This does not mean you need to change your plan.  The person needing the care is the ultimate 
decision maker.  But if a small change will make everyone more supportive, it is worth it.  It is 
very important not to dictate but to encourage attendees to communicate their concerns, their 
desires or their suggestions and be a part of the eldercare plan. 
 
 
Complete a Care Planning Agreement 
 
GET IT IN WRITING!  All good intentions seem to be forgotten with time.  It may be years 
after this meeting before the eldercare plan begins.  If there are vocal commitments to help with 
transportation to doctors, give respite to the caregiver or other commitments, write them down on 
the care agreement.  You can  even have each person put a signature to his or her commitment if 
you think that is important.   
 
This agreement form should be kept with the eldercare plan in the book and a copy given to 
every family member.  We have designed the forms to make this easy for you to do. 
 
Here is how we suggest you conduct your meeting and get commitments on the "Care 
Planning Agreement" form. 
 
The first step to holding a meeting, and perhaps the most difficult one, is to get all interested 
persons together in one place at one time.  If it's a family gathering, perhaps a birthday, an 
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anniversary or another special event could be used as a way to get all to meet.  Or maybe even a 
special dinner might be an incentive. 
 
The person conducting the meeting can be a parent or one person of a couple who are doing their 
planning, years before the need for care arises.  A meeting on behalf of someone already 
receiving care or needing care in the immediate future could be conducted by that person or by a 
member of the family, by an adviser or a friend.  The person conducting the meeting should be 
someone who is respected by all those attending.  Preferably, this is the Care Coordinator. 
 
The agenda could be formal or informal.  If you want a formal agenda, we suggest using our care 
planning checklist as the agenda. 
 
Copies of the care plan should be prepared prior to the meeting and presented to those attending.  
Discussion is encouraged and we recommend that the person in charge not dictate but encourage 
input from everyone. 
 
After a thorough discussion of the issues and the presentation of the solutions to the problems 
that will be encountered, there should be a consensus of all attending to support the plan.  If the 
plan needs to be altered to meet everyone's expectations then by all means do so if that can be 
done.  But it is not always possible to please everyone so there must sometimes be compromise. 
 
The end of the meeting should consist of asking everyone present to make his or her commitment 
to support the plan.  This might just simply be moral support and agreement to abide by the 
provisions or it is hoped that those attending will volunteer to do something constructive.  This 
might mean commitments to providing care, transportation, financial support, making legal 
arrangements or some other tangible support. 
 
Complete the "Care Planning Agreement" form.  This planning agreement is not a contract, 
but writing down these commitments on the agreement form is one of the most important parts of 
the planning process.  By having a written agreement, it is more likely that those attending will 
fulfill their commitments.   
 
One way to do this, that may be less offensive to some people, is to pass the agreement form 
around after a discussion where help is offered and ask each person to write down his or her offer 
of help and sign it so that the care coordinator will know whom to call later on.   
 
If an agreement is not produced during this meeting, then an effort should be made to have 
additional meetings until an agreement is reached.  If no agreement is eventually reached, then 
the plan must go forward as outlined, with the care coordinator in charge, and hopefully no major 
family disputes or unsolvable problems will occur. 
 
Your life resource planner will provide you a blank copy of the care agreement form.   
 
When an agreement is reached and the form filled out, be sure to place this agreement in the 
binder.  You will also want to make copies of the completed form to give to everyone who 
attended the meeting or who is involved in your plan. 
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You’re finished with the formal part of the planning process.  You’re now ready to start 
implementing the care planning decisions you have made by following the agreement 
everyone has accepted.   
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INTRODUCTION 
  
Planning for the Elder Years 
  
  
If we were to ask an older person what his or her most important concerns for aging are, 
we would probably get a variety of different answers.  According to surveys frequently 
conducted among the elderly, the most likely answers we would receive would include 
the following three principal concerns or life wishes: 
  

1. Remaining independent in the home without intervention from others 
2. Maintaining good health and receiving adequate health care 
3. Having enough money for everyday needs and not outliving assets and income 

  
To address these concerns or wishes and maintain the quality of life wanted in the elder 
years, it simply takes a little preplanning. 
  
It is human nature not to worry about an event until it happens, so some people make 
preparations to avoid unexpected loss. 
  
Many prepare for unexpected financial disasters by covering their homes, automobiles 
and health with insurance policies.  But no other life event can be as devastating to an 
elderly person’s lifestyle, finances and security as needing eldercare.  It drastically alters 
or completely eliminates the three principal lifestyle wishes listed above.   
  
It is our experience that the majority of the American public does not plan for this crisis 
of needing eldercare.  The lack of planning also has an adverse effect on the older 
person's family, with sacrifices made in time, money, and family lifestyles. 
  
Because of changing demographics and potential changes in government funding, the 
current generation needs to plan for eldercare before the elder years are upon them. 
  
Let us look at some facts. 
  

 The population of the "very old,"--older than age 85--is the fastest growing group 
in America.  This population is at highest risk for needing care.  (Statistical abstract of 
the United States, 2005 , population)  

 Medical science is preventing early sudden deaths, which means living longer 
with impaired health and greater risk of needing eldercare. 

 The Alzheimer's Association estimates the risk of Alzheimer's or dementia 
beyond age 85 to be about 46% of that population. 

 It is estimated that 6 out of 10 people will need eldercare sometime during their 
lifetime. 

 Children are moving far away from parents or parents move away during 
retirement making long distance care giving difficult or impossible. 

 Government programs--already stretched thin for eldercare services--will 
experience even greater stress on available funds in the future. 
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Below are some excuses we have heard from people who refuse to plan for eldercare.  
Some of these objections may seem perfectly reasonable, but are still excuses and not 
actually what happens.  In fact, the opposite outcome of these excuses is often the case. 
 
"I'm in good health and will live a long time, and I won't need it." 
"No one in my family has ever needed it." 
"My family has a history of early deaths and poor health.  I'll die first." 
"Aunt Nellie is 100 years old and doing great." (Forgot to mention she is in a nursing 
home) 
"I'm a veteran and the VA will take care of me." 
"I will have the government pay for it." 
"My kids say they will take care of me." 
"My daughter is a nurse.  She will take care of me." 
"I'm too busy right now.  I'll do something in the future." 
"I'm not worried.  When the time comes, I'll deal with it." 
 
Education is critical to preparing and planning for eldercare.  For example, a person with 
the actual knowledge of the VA program will know that there has to be a medical need 
and that the veteran must have a substantial service-connected disability or have a very 
low income before VA will furnish eldercare services.   
 
Or for example, saying government Medicaid will cover you is saying that you will be 
impoverished.  In order to qualify for Medicaid you must have less than $2,000 in assets 
and income insufficient to pay the cost of care. 
 
One of the important things to plan for is how to maintain your lifestyle as you age.  You 
may be healthy enough to stay in your own home with help provided for the following 
activities of daily living: maintaining a home, providing meals, supervision, 
companionship, transportation and shopping services.   
 
But, this type of home care is non-medical and must be provided free of charge by 
family, friends, or volunteers or the care must be paid for out-of-pocket by the family.  
Government programs, in most cases, will not pay for this kind of care.  It is estimated 
that 80% of all eldercare is non-medical, with 90% of that care provided in the home.  It 
is most likely that your eldercare will begin with home care. 
 
The process of life resource planning involves the following four principles: 
 

1. Knowledge and preparation are the keys to success. 
 
2. Having funds to pay for care expands the choices for care settings and providers. 

 
3. Using professional help relieves stress, reduces conflict, and saves time and 

money. 
 
4. Success is assured through a written plan accepted by all parties involved.   
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Our purpose in this book is to dispel the myths, correct the misconception of what 
government programs offer, and educate the public on every aspect of planning for 
eldercare.   
 
Using our experience, research, and education in all areas of long term, we have filled the 
pages of this book with needed information, resources, and guidance to help you create 
an eldercare plan that fits your lifestyle and financial situation.  Or if you are planning for 
a loved one, the resources and instructions in our book will help alleviate the stress and 
the burden on you of trying to provide that care. 
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STEP 1 
  
Understanding the Nature of Care, Care Settings, and  
Government Programs 
  
Knowledge and preparation are the keys to success. 
  
  
  
  
  
What is Eldercare? 
  
  
Eldercare 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.  This need 
for care may be caused by an accident, illness, or frailty.  Such conditions may require help with 
the ability to move about, dress, bathe, eat, use a toilet, medicate, and avoid incontinence. 
  
Also care may be needed to help the disabled person with household cleaning, preparing meals, 
shopping, paying bills, visiting the doctor, answering the phone, and taking medications.   
  
Oftentimes, eldercare in the form of constant supervision is needed due to cognitive impairment 
from stroke, depression, dementia, Alzheimer's, Parkinson's, and so on. 
  
Eldercare requires a healthy person to provide support for the disabled person.  This support can 
be offered at home or in a facility.  As a rule those who are disabled prefer to stay at home and, 
most of the time so-called informal caregivers (family and friends) prefer the home as well; 
however, the deciding factor of where to receive help ultimately centers on the nature of the 
disability.  For example, a wife caring for her overweight husband may be unable to help him 
bathe, dress, use the toilet, or even transfer from the bed to a chair.  She will either have to hire 
aides to come to the home or put him in a facility. 
  
Another example might be an Alzheimer's patient who has become unmanageable and must 
receive constant supervision.  This may be impossible at home and an Alzheimer's facility may 
be the only solution. 
  
Understanding the Need and Settings for Eldercare 
The need for eldercare may only last for a few weeks or months or it may go on for years.  It all 
depends on the underlying reasons for needing care.   
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Temporary Eldercare (need for care only weeks or months) 
 Rehabilitation from a hospital stay 
 Recovery from illness 
 Recovery from injury 
 Recovery from surgery  
 Terminal medical condition 

 
Ongoing Eldercare (need for care many months or years) 
 

 Chronic medical conditions 
 Chronic severe pain 
 Permanent disabilities 
 Dementia 
 Ongoing need for help with activities of daily living 
 Need for supervision 

 
Eldercare services may be provided in any of the following settings:  
 

 In the home of the recipient 
 In the home of a family member or friend of the recipient  
 At an adult day services location 
 In an assisted living facility or board-and-care home 
 In a hospice facility 
 In a nursing home 

 
Custodial Care versus Skilled Care 
Custodial care and skilled care are terms used by the medical community and health care plans 
such as health insurance companies, Medicare, Medicaid and the Veterans Administration.  They 
are used primarily to differentiate eldercare provided by medical specialists as opposed to care 
provided by aides, volunteers, family, or friends. 
 
The use of these terms and their application is important in determining whether a health care 
plan will pay for eldercare services or not.  Generally, skilled services are paid for by a health 
care plan and custodial services, not in conjunction with skilled care, are not covered.  However, 
custodial services are almost always a part of a skilled service plan of care and, by being 
included; custodial services are paid by the health care plan as well.  Many people have the 
misconception that only skilled services are covered.  This is simply not true. 
 
According to the American College of Medical Quality:  
 

"Skilled care is the provision of services and supplies that can be given only by or under 
the supervision of skilled or licensed medical personnel.   
Custodial care is the provision of services and supplies that can be given safely and 
reasonably by individuals who are neither skilled nor licensed medical personnel.” 
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The terms skilled and custodial refer to the people who deliver the care, not the actual care 
given. 
A skilled care provider can also provide services normally thought to be provided by custodial 
caregivers.  Such things as help with activities of daily living and so-called instrumental 
activities of daily living are often furnished by skilled providers in the course of their treatment.  
Or a skilled care plan may call for services that can be delivered by a custodial caregiver, but it 
would still be under the skilled plan of care for that individual.  On the other hand, people who 
deliver custodial services may from time to time perform those activities supposedly reserved for 
skilled providers.  Such things as taking blood pressure, supervising medicines, preparing shots, 
or changing wounds might be provided under certain circumstances by a custodial provider. 
 
Formal Care versus Informal Care 
 
Formal Caregivers 
Formal caregivers are volunteers or paid care providers associated with a service system.  
Service systems might include for-profit or nonprofit nursing homes, intermediate care facilities, 
assisted living, home care agencies, community services, hospice, church or charity service 
groups, adult day care, senior centers, association services, state aging services, and so on.   
 
Informal Caregivers  
Informal caregivers are family, friends, neighbors, or church members who provide unpaid care 
out of love, respect, obligation, or friendship to a disabled person.  These people far outnumber 
formal caregivers, and without them this country would have a difficult time providing funding 
for the caregiving needs of a growing number of eldercare recipients.   
 
Depending on the definition of caregiving, estimates of the number of informal caregivers range 
from 20 million to 50 million people.  This could represent about 20% of the total population 
providing part-time or full-time care for loved ones.   
 
About two-thirds of those caregivers for people over age 50 are employed full-time or part-time 
and two-thirds of those–about 45% of all working caregivers–report having to rearrange their 
work schedule decrease their hours or take an unpaid leave in order to meet their caregiving 
responsibilities.   
 
The average amount of time informal caregivers provide assistance is 4.5 years, but 20% will 
provide care for 5 years or longer.  (National eldercare survey 1999) 
 
Understanding the Progression of Care Commitment 
The chart below illustrates the relationship of informal care to formal care.  As care needs 
increase, both in the number of hours required and in the number or intensity of activities 
requiring help, there is a greater need for the services of formal caregivers.  Unfortunately, many 
informal caregivers become so focused on their task, they don't realize they are getting in over 
their heads and that they have reached the point where partial or total formal caregiving is 
necessary.  Or the informal caregiver may recognize the need for paid, professional help but does 
not have the money to pay for it. 
 



 8

Depending on what causes the need for eldercare, a care-recipient could start out at any point on 
the curve below.  For instance, a stroke, injury, or sudden illness may result in the immediate 
need for a significant caregiver commitment or full time professional care.  On the other hand, 
the slowly progressing infirmity of old age, the slow onset of dementia, or a progressively 
deteriorating medical condition may only require occasional help; beginning with intermittent 
care from an informal caregiver but gradually progressing to the need for full time, formal care. 
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 Life Resource Planning 
 
 
Very few people plan for the eldercare part of their lives, but planning for care is as important, if 
not more important than their retirement plan.  If we do not plan, we are leaving our last years in 
someone else's hands.  In the following example  we see that as much as our children love us and 
mean to do right by us, they cannot possibly know what we want if they are not told.   
 
Ruby, age 80, lost her husband.  She had cared for him at home after his stroke.  Understandably, 
she felt lost and depressed after his death.  An inner ear infection caused Ruby to lose her 
balance, and she fell, breaking her hip.  While she was in the hospital, recuperating from surgery, 
Ruby's children were deciding her future.   
 
Concerned for her health and safety, they moved some of her belongings to an assisted care 
facility.  Upon Ruby's release from the hospital, she was taken to her new home at the facility.  
Between pain medication and the unfamiliar surroundings, Ruby never was herself again.  She 
spent her last days asking what had happened to her home and items in it that meant so much to 
her.  Though her children had her best interest at heart, they did not know how Ruby wanted to 
spend her elder days. 
 
An article on the AARP website titled, "Talking about Independent Living" states, 
 
"Research has shown that, as people age, they prefer to continue living independently, preferably 
in their own homes.  While adult children often worry about their parents’ situation, it can be 
difficult to know if parents really need, or want, help from their children."  
 
The article continues to suggest ways for children to talk to their parents about health, and 
finances, driving, taking medication, and living alone. 
 
We agree whole-heartedly that children and parents should talk about all these things, 
except the parents should be the instigators and set the plan for the children to follow.   
What do you want your children or friends to do in your behalf?  When it comes time for them to 
help, you may not be physically or mentally able to execute your wishes.  This is where your 
eldercare plan comes into effect. 
 
There is a lot to learn about eldercare.  A large amount of material is put out to help you with the 
decisions that need to be made.  Learning what eldercare is and how to qualify for Federal 
government aid or state services is very important.  You may need a lot of care or a little.  It may 
be home care, assisted living care, or nursing home care.  
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Reasons to make your plan now 
 

 Avoid the mistakes of parents 
 Reduce the future burden on family members 
 Provide funding in advance 
 Complete estate planning 
 Make wishes known in advance 
 Provide advance medical directives 
 Provide financial information 
 Provide an inheritance in advance for family members 
 Provide training on whom to contact for help 

 
Finding Help for Current Caregiving Needs for Loved Ones 
Eldercare planning can also be useful for older people who failed to plan when they were 
younger.  These people will likely be forced to rely on Medicaid for their care.  Making a plan 
offers strategies to lessen the financial and emotional impact on potential Medicaid recipients 
and their families.  Going through the four steps of planning can help you make the best 
decisions for their care. 
 
Immediate Planning Needs 
 

 Handling the care crisis for family caregivers 
 Education on caregiving options 
 Determining how best to handle financial costs 
 Determining desires or wishes of your elder parent 
 Knowing where to turn for help 
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Understanding Care Settings 
 
 
Considering where you want to live at the time of retirement is a big factor in your eldercare 
plan.  At retirement, your health may be good and consideration of eldercare needs in the future 
is easily disregarded at this time; when, in fact, this is the best time to develop a plan.  Plans 
should be centered on remaining at home as long as possible. 
 
The chart below puts into perspective the number and types of senior living arrangements at the 
end of the year 2000.  By far, the majority of older adults are remaining in their homes or in the 
homes of their families. 
  

Estimates of senior living arrangements in the United   
States at the end of the year 2000.   

total 
numbers  

percent of 
total age 
65+ 
population  

U.S.  population age 65 and older  34,992,000  100.0%  

Age 65 and older owning and living in their own homes  27,434,000  78.4%  

Age 65 and older renting, living with family or other  2,976,000  8.5%  

Available assisted living beds  1,706,000  4.9%  

Age 65 and older residents living in nursing homes  1,475,000  4.2%  

Available seniors apartments  821,000  2.3% 

Available independent living community beds  239,000  0.7%  

Available continuing care retirement community beds  171,000  0.5%  

Available units, combined care communities  171,000  0.5%  
  
Census information was derived from the national census online.  Seniors owning their own homes and age 65 and over nursing home residents 
were taken from the 2003, Statistical Abstract Of The United States.  All other data were derived from the following source:  
"The NIC National Supply Estimate of Seniors Housing & Care Properties  
 
Whether you are considering selling your home and purchasing a retirement home, renting an 
apartment, moving to an assisted living community, or staying in your current home, these 
choices determine the type of care options you put into your plan. 
 
Below are listed some of the living arrangements available for seniors.  We also note whether 
they have eldercare available as well as financial help. 
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Retirement Communities   
Retirement communities are very popular with people 55 and older.  Many of these communities 
are built in resort areas where climates are warmer.  Community living arrangements typically 
include recreational amenities for the elderly.  In contemplating a move, it may be wise to 
consider retirement communities that have the availability of care services, should the need arise 
in the future.   
 
Some retirement communities provide what might be called supportive care.  This might be help 
in the form of prepared meals, housekeeping services, transportation, planned events, and 
reminder services.   
 
Master Planned Active Adult Communities 
Adult communities are often called by descriptive names such as "resort community", "golf 
community", or "adult retirement community".  These master planned communities are 
developed specifically for people over certain prescribed ages such as age 55, age 62, or age 65.  
At least one member of the household must meet the age restriction.  These arrangements almost 
always offer individual, owner-occupied units.  The appeal of these communities is to offer 
active seniors, selling their existing house, to trade equity from the old home into a newer, 
attractive unit about the same size or larger. 
 
This housing varies from simple apartments to high rise condominiums to single family detached 
housing.  Costs range from a low of $25,000 (800 sq.  ft.  manufactured home) to well over 
$500,000.  Some communities are upscale exclusively and may cater only to high income 
seniors.   
 
Planned Communities with No Age Restrictions 
Seniors who do not want to live in a structured adult retirement community may choose a 
Planned Unit Development that contains several sizes and options of dwellings and has no age 
restrictions.  A PUD gives them the opportunity to live in a mixed-age neighborhood, perhaps in 
a more secure area, where some of the headaches of home ownership--such as yard care--have 
been removed. 
 
Purchasing costs of a dwelling in a Planned Unit Development vary from type and size of the 
structure, as well as location.  Generally cost is equivalent to current real estate prices in the area. 
 
Condominiums 
A condominium, or condo as it is commonly called, is a form of ownership and not a 
development plan.  However, a condo project may be part of a planned community as well.  The 
owner of a condo unit has title to all of the interior airspace and the interior walls, ceilings and 
floors of the dwelling unit.  The rest of the superstructure including the exterior, the land, and all 
of the amenities belong to all the other condominium owners as common property.   
 
The advantage of owning a condo is that the dwelling space is solely owned and not a rental, 
thereby allowing the owner to carry a mortgage that would someday be paid off.  Or the owner 
may elect to pay cash and never have to make payments again.  Senior-only condominium 
projects are available. 
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 Purchasing costs would be consistent with real estate in your area.   
 
Manufactured Housing Communities (Mobile Home Parks) 
A growing number of manufactured housing communities own the land comprising the 
community on a cooperative basis.  Cooperative ownership gives manufactured home residents 
control over management and operating costs of the park, while owning a manufactured home of 
their own.  In these communities, you will be renting the lot for the manufactured home you 
own. 
 

 
 
Seniors Apartments 
Seniors only apartments allow seniors to rent in a community with people their own age.  Senior 
renters may be individuals who have owned a home or have been renting all of their life but 
desire to move to a community that supports a senior lifestyle. 
 
Senior apartments can vary in terms of services but typically offer apartment living and services 
designed specifically for independent active seniors 55 and older.  Senior apartment complexes 
are usually located near senior centers, parks, shopping malls, golf courses, and public 
transportation.  Many offer van services along with monthly road trips to shows and casinos.  A 
large number of seniors apartments provide government rent subsidies for low income seniors. 
 
Independent Living Facilities and Congregate Housing 
Independent living or congregate housing communities are residential communities for older 
adults who want an enjoyable lifestyle free of the worries and trouble of home maintenance.  
They are similar to apartment, condominium, or single-family developments except that they 
provide special services, including security—an important consideration for many residents.   
 
Most independent living communities are fully secured; staff members greet and screen all 
visitors around the clock.  Residents can leave home for extended periods of time knowing that 
their living quarters will be safe.   
 
Many of these communities provide housing to people with lower income and as a result, often 
lack the amenities of communities discussed previously.  Some of these communities also 
provide government rent subsidies for very low income residents. 
 
Another difference between this living arrangement and those discussed previously is there is 
often more accommodation made for care.  These communities may offer linen services, maid 
service, handyman help, meal programs, transportation and even help in getting around the 
facility as long as it doesn't require a major commitment from the staff.   
 

Ownership in retirement communities, master-plan adult communities, condominiums 
and manufactured housing, as well as staying in your currently owned home, provides 
the following advantages for future long term care needs. 
 Financial benefits: home equity loan, reverse mortgage, cash from sale of property 
 Long term care benefits and services:  Option to remain living in your own home 

and paying for home care services as needed.    
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In many respects these communities are similar to assisted living except assisted living also is 
licensed to provide additional care services such as help with bathing, dressing, toileting, 
diapering, medicating, help with daily living decisions, and help with moving from one place to 
another.  Some independent living communities accommodate care needs by providing access to 
home health services from an independent agency.   
 

 
Assisted Living Facilities 
Assisted living is exactly as it says.  Living in an apartment or facility where you receive 
assistance with daily personal needs.  Residents remain independent while receiving assistance 
as needed with personal care, medications, transportation, housekeeping, meals, and other daily 
living needs. 
 
Assisted living facilities offer a less expensive and often more desirable arrangement to a nursing 
home.  They are designed for those people who have some care needs, but don’t have the 
physical, medical, or mental impairments that require a nursing home. 
 
Assisted living definitions vary from state to state.   Each state has its own licensing 
requirements and regulations for these types of facilities.  Thus they may be titled differently and 
offer varying degrees and types of services depending on state law.   
 
The structure of assisted living facilities can range from a dwelling that looks like a home in a 
residential area where the caregiver is the owner and single proprietor, to a large, apartment-style 
building staffed with many employees.  The care style is different in these two examples.   
 
A board-and-care in a residential area, with three to eight beds provides a homelike environment 
and closer association with the other residents.  Each resident has his or her own room and 
bathroom.  Living room and dining areas are commonly shared with other residents.  With little 
support staff, you need to be mobile enough to get yourself around, and other services may be 
limited.   
 
In contrast, large assisted living facilities may be staffed with 24 hour nursing care, a help desk, 
entertainment, and educational programs and provide large private apartments.  Arrangements 
are sometimes made for home health agencies, therapists, or visiting doctors for residents’ needs.  
Transportation, excursions and field trips are also available. 
 
No matter the size, assisted living facilities offer individual choices, independence, and security 
of not being alone. 
 

Senior apartment and independent or congregate living facilities provide the following 
options for long term care: 
 Financial benefits:  No significant financial benefits for long term care.  You are 

paying rent or monthly fees and do not own property. 
 Long term care benefits: Some assistance and aid as well as security.  Home care if 

needed will be paid by you. 
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Who Pays for Assisted Living?

Insurance, 2%
Medicaid, 5%

SSI, 14%
Family Out-of-
Pocket, 75%

Other, 4%

When choosing to move to an assisted living facility, you should look to the future at what your 
needs might be.  If you move to a smaller, board-and-care facility and you develop a medical 
condition that requires more care than it can give, you will be looking at another move to get that 
care.  If you do prefer the individual home concept, check to see if home care medical assistance 
can come in to aid you when needed. 
 
The cost of assisted living facilities varies with the type of facility and the services given.  In 
most cases you will pay a regular monthly rent which will include meals and housekeeping.  
Services beyond that may be charged separately.  Costs and services also vary from state to state 
because there are states that allow only limited services and some that even allow full nursing 
home care in assisted living facilities. 
 
Some facilities provide levels of care based on need, and charges are uniform for each level.  For 
instance level 1 may cost an additional $400 a month and level 2 might cost $800 for more a 
month. 
 
Long term care insurance will cover all or part of assisted living costs.  This includes care costs 
and room and board.  All modern comprehensive eldercare insurance policies cover assisted 
living upon meeting the qualifying requirements.   
 
Medicaid--if it pays at all--typically will only pay for “care costs” and not for room and board.  
Care costs include things like help with bathing, dressing, incontinence, medications, and nursing 
needs.  Medicaid qualifications must be met.  Medicare does not pay for assisted living.   
 
For the most part, assisted living is paid for by personal funds. 

Source: 2005 Statistical Abstract of the United States 
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Continuing Care Retirement Communities  
Continuing care retirement communities--sometimes called life care communities--have been 
around for over 30 years.  These are typically exclusive upscale retirement complexes for people 
with a sizable down payment such as $200,000 and the ability to pay monthly fees of anywhere 
from $1,500-$3,000 per month.  They are almost exclusively built and maintained by nonprofit 
corporations or religious organizations.   
 
The original concept for CCRCs was to guarantee the residents a permanent retirement living 
arrangement where they would never have to move.  If the need for care in one of these 
communities were to arise, the community would furnish, at no additional cost, home care, 
assisted living or nursing home care.   
 
Unfortunately, the escalating cost of eldercare services has made it impossible for many of these 
communities to guarantee eldercare at no additional cost.  Services are still available, but in 
many of these communities the residents must pay additional out-of-pocket for eldercare. 
 
Combined Care Communities 
These communities combine independent living, assisted living, and a nursing home within the 
same building or separate buildings in close proximity on the same campus.  These communities 
do not require a sizable down payment, but they are generally not as fancy or exclusive as 
continuing care communities either.  The combined care community may also own a home 
health agency as well, thus providing a full spectrum of care.  There are several benefits to this 
arrangement. 
 
1.  As the need for care progresses you can remain in the same   
     facility to receive it. 
2.  If you have a spouse living with you, who needs more extended 
     care, you both can remain together in the same place. 
3.  The facility will become your home with friendships and perhaps  
     in an area close to family.  Being able to remain in the same  
     place as the need for care escalates, can be mentally and 
     emotionally satisfying. 
 
One example of choosing this type of retirement living arrangement is Gerald and his wife 
Kathy.  In their late 60's, they wanted to sell their home and move to a retirement community.  
Their desire was to move where they would not have so much maintenance on a home and could 
enjoy social activities with other seniors.  Another consideration in their move was Gerald's 
diabetes and Kathy's arthritis.  Both were starting to have some physical problems from years of 
suffering with these illnesses.  Living in a combined care community would give them the 
freedom they needed now with the security of assisted living available in the future. 
 
Five years after making their move, Kathy suffered a severe stroke, making her need for care 
critical.  It was determined that she needed the care in the nursing home section of the combined 
care campus.  Gerald felt at this time, he would do better living in the assisted living building 
connected to the nursing home.  There he would receive assistance with meals, medication, and 
other personal needs.  He would be close to Kathy and could walk to her room often for visits. 
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Assisted living, continuing care retirement communities and combined care communities 
provide the following resources for long term care: 
 Financial Benefits:  Mostly out of pocket payment for rooms and services until a 

medical need may result in Medicaid funds.  Long term care insurance may pay all or 
part depending on your policy requirements. 

 Long Term Care Benefits:  Assistive care, security, medical care and nursing care 
depending on facility. 

The transition to different living arrangements to match the care they needed was quick and 
simple.  There was very little change to adjust too and their friends in the retirement community 
were still close by. 
 
Costs of living and care in these types of communities are comparable to assisted living and 
nursing homes.  Long term care insurance may pay for all or part of the cost.  Medicaid will pay 
for nursing home costs.  Medicare does not pay for assisted living, but will pay some domiciled 
nursing home costs under certain circumstances. 

 
Nursing Homes 
Nursing homes provide a cost-effective way to enable patients with injuries; acute illnesses or 
postoperative care needs to recover in an environment outside a hospital.  About 91% of the 
1,650,000 US nursing home residents are over the age of 65. 
 
Nursing homes serve two kinds of residents.  The first are those who have been discharged from 
the hospital for rehabilitative care.  Medicare pays for a limited time for this kind of nursing 
home care. 
 
Second are residents who may suffer from chronic physical or mental disorders or they may 
simply be feeble and unable to move about, bath themselves, or provide their own meals.  These 
are eldercare residents.  Medicare does not pay for their type of care, but Medicaid typically will 
pay.  These people are often referred to as "eldercare" residents. 
 
It is hard to determine the length of time a stay in a nursing home will be.  It depends on if it is 
for temporary rehabilitation or eldercare for something like dementia.  According to the 1999 
National Nursing Home Survey the average length of stay for all residents is 2.44 years.   

 
How Do You Select a Nursing Home for Eldercare? 
 

 Choice Made by Hospital Discharge Planner 
You may not need nursing home care until after an illness or injury has sent you to the 
hospital for treatment.  All hospitals have a discharge planning service.  One responsibility of 
this planning service is to assess and arrange for post-hospital care if necessary.  If the 
discharge planner determines a need for nursing home care, then he or she usually chooses 
the appropriate facility with consent of the patient and family.  Your doctor also has to have 
visiting arrangements with the nursing home where you will be.  The planner also arranges 
for Medicare.        
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As a prospective purchaser, you do not have to agree with or accept the planner's decision, 
and you can offer an alternative location if you feel more comfortable.  The facility, however, 
has to be a skilled nursing provider and a staff doctor must be available on a 24-hour 
emergency basis.  The facility must also have access to a hospital with emergency room 
treatment. 
 
 Referral 
Many nursing home admissions are not made directly from a hospital, so the potential 
resident, or more likely the family, must choose a facility among perhaps dozens in his area.  
Selection of the appropriate home is important, especially in light of the proliferation of 
abuse and neglect problems.  A valuable resource is a good referral from friends or relatives 
who have had someone close to them in a nursing home.  Make sure they are familiar with 
the quality of care in the facility they are recommending. 

 
 Phone Survey 
It's a good idea to call all the facilities in your area and ask for bed rates.  Also ask about staff 
turnover; age of the facility; whether the rate includes extras such as diapers and personal 
items; whether it is a chain, locally owned or nonprofit, and whether they offer the level of 
care you need.  You can eliminate a number of facilities before you take the next step of an 
inspection tour. 

 
 Amenities Are Nice, But... 
The newness of a facility and the amenities say nothing about the quality of care.  Nor is a 
high daily bed rate always an indicator of better care.  Many older facilities have lower fixed 
costs, and they may be able to give quality care at lower rates even if the surroundings are 
not so spiffy.  The staff is the key to a quality nursing home stay, not the physical 
surroundings.  A good indicator of quality is how long staff members have been with the 
facility.  Long tenures usually mean job satisfaction.  These people probably enjoy working 
with residents and are likely to have a good rapport with their charges and dispense high 
quality care.  Always ask about tenure and turnover rates.                                                                                 
 Inspection Tour 
When possible, make visits at various times during the day to the nursing home you are 
interested in to make personal observations of the staff and residents. 

 
 Checklists 
There are numerous checklists and evaluation helps on the internet to assist you in the 
selection of a nursing home in your area.   

 
Costs for Nursing Home Care 
The cost of a nursing home depends a great deal on where it is located in the country and 
whether it charges more for private paying patients versus Medicaid and Medicare patients.  The 
Internet is replete with nursing home search services and prices in any given area, with specific 
nursing homes, can easily be determined.   
 
Nursing homes look very much like hospitals.  Staff is housed in accessible nursing stations.  
Residents live in utilitarian, hospital-like rooms with little or no privacy, and they sleep on 
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hospital beds and are usually referred to as "patients" by the staff.  Hospital pricing models are 
also used.  Residents are charged daily flat rates for semiprivate or private rooms just like a 
hospital.  Extra services and supplies are added to the bill.  This pricing model assumes that all 
residents require the same supervision and care.  Of course this is not true.   
 
Medicare Nursing Home Coverage 
Traditional Medicare will pay for 20 days of a skilled nursing care facility at full cost and the 
difference between $137.50 per day (2010 rate) and the actual cost for another 80 days.  Private 
Medicare supplement insurance usually pays the 80 day deductible of $137.50 per day.  
However, Medicare often stops paying before reaching the full 100 days.  When Medicare stops, 
so does the supplement coverage.   
 
To qualify for Medicare nursing home coverage, the individual must spend at least 3 full days in 
a hospital and must have a skilled nursing need and have a doctor order it.  The transfer from a 
hospital must occur within a certain time period.  The new Medicare Advantage Plans generally 
cover nursing homes differently from traditional Medicare.  Most plans require payment upfront 
as opposed to traditional Medicare that pays 100% first. 
 
There is a misconception that Medicare automatically covers up to 100 days of all nursing 
home stays.  In reality, 100 full days of Medicare coverage is not that likely.  When the 
skilled nursing need is not required, then Medicare stops paying.   
 
Not all nursing home admissions come from a hospital--a prerequisite for Medicare coverage.  
Note from the chart below that less than half of all nursing home admissions are from the 
hospital.  Also, a hospital stay resulting in nursing home care does not automatically qualify for 
Medicare coverage.  The stay may have been less than 3 full days or there may not be a skilled 
need. 
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Medicaid 
Medicaid is a welfare program, jointly funded by the federal government and the states and 
largely administered by the states.  In 1998, Medicaid paid for 46.3% of the $88 billion received 
by all US nursing homes.  To qualify for Medicaid a person must spend down his or her liquid 
assets to less than $2,000 and his or her monthly income must be insufficient to cover the cost of 
care.  (More details about Medicaid qualifications under STEP 2)   
   
Insurance 
Insurance is an alternative source of funding for long term nursing home care.  From virtually 
nothing in previous years, insurance paid 7.5% of nursing home receipts in 2002.  This 
percentage is increasing every year.   
 
The government is also sending a clear message it wants private insurance to play a larger role.  
This began with the recommendation of the Pepper Commission in 1992 and continued with the 
HIPAA legislation in 1996 and on to the offering in 2003 of eldercare insurance for federal 
workers, military, retirees and their families.   
 

Nursing Home Costs by Source of Payment, 2002
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Home Care 
 
Living In Your Home with Care Provided by Others 
Eldercare provided in the individual's home is the most preferable to the aging elderly.  It is the 
type of caregiving that comes about naturally as the need for help with daily activities becomes 
necessary for one living in his or her own home.  There are two types of home care providers: 
informal and formal. 
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Informal Caregivers 
Informal caregivers are usually non-paid individuals who primarily provide home care and fulfill 
the needs of a disabled person.  Family members are considered informal caregivers. 
 
Home care is almost always provided in the home of the recipient or the home of a family 
member or friend.  Home care may, under certain circumstances, be offered in other settings 
such as group homes or independent retirement communities.  Below are some of the activities 
provided by or supervised by informal caregivers. 
 

 Help with walking, lifting, and bathing 
 Help with using the bathroom and with incontinence 
 Providing pain management 
 Preventing unsafe behavior and preventing wandering  
 Providing comfort and assurance or arranging for professional counseling 
 Feeding  
 Answering the phone 
 Making arrangements for therapy, meeting medical needs, and doctors' appointments 
 Providing meals 
 Maintaining the household  
 Shopping and running errands 
 Providing transportation  
 Administering medications 
 Managing money and paying bills  
 Doing the laundry 
 Attending to personal hygiene and personal grooming  
 Writing letters or notes 
 Making repairs to the home, maintaining a yard, and removing snow 

 
Formal Caregivers 
Formal caregivers are mostly paid care providers associated with a service system.  Care is 
provided by home care companies, aging services, assisted living, hospice care and nursing 
homes. 
 
More people are using informal and formal home care over community care or nursing home 
care.  The chart below shows the average care setting and length of time for elderly over age 65. 
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Courtesy the National Care Planning Council 

 
Cost of Home Care 
"As our society ages, the question of how we finance eldercare services will become even more 
pressing.  About 9 million adults currently receive eldercare assistance, either in community 
settings or in nursing homes.  Over 80 percent of those adults reside in the community, not in 
institutions.  Among those 85 and older, about 55 percent require eldercare assistance.  Nearly 
60 percent of elderly persons receiving eldercare assistance rely exclusively on unpaid 
caregivers, primarily children and spouses.  Only 7 percent of the elderly rely exclusively on 
paid services."  Congresswoman Nancy L.  Johnson (R-CT), Chairman, Subcommittee on Health of the 
Committee on Ways and Means-- 2005 
 
There is usually little ongoing cost for informal caregiving done by family members and 
volunteers since these services are mostly furnished free of charge.  However, there is a growing 
trend for out-of-state or fulltime employed family caregivers to bring in paid provider services 
for home care.  There can also be significant costs for supplies, medications, hospital equipment, 
and home modification even without a paid caregiver.   
 
Supplies could include diapers, wipes, pads, and personal hygiene supplies.  These are paid 
typically out-of-pocket and surprisingly could cost as much as $200.00 to $400.00 a month.   
 
Hospital equipment includes such things as special air beds, walkers, wheelchairs, scooters, 
stools, oxygen equipment, crutches, and hospital beds.  Some of this cost may be covered by 
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Medicare, but co-pay must be made unless the recipient has a Medicare supplement policy which 
should pick up the additional cost.   
 
Home modification could include building ramps, widening doorways, installing special showers 
and toilets, installing lifts, and handrails.  These costs are borne by the care-recipient or her 
family.   
 
As a general rule, government programs will not pay for any home care unless there is a 
medical need.  Specific qualifications are necessary to receive government financial aid.   
 
Medicare will pay for home care services on a limited basis to help a person who is homebound, 
recover from an injury or medical condition.  Medicare provides a home health agency about 60 
days worth of payment to help with the recovery.  If the recipient fails to respond, deteriorates, or 
is not improving in any way Medicare will no longer cover the cost of care. 
 
Local area agencies on aging, sometimes in conjunction with Medicaid, will often pay for home 
repairs, transportation, and snow removal for low income recipients.  In addition, many low 
income people can receive rent subsidies and help with utility bills from Federal and local 
governments.  The local area agency on aging can furnish information on these programs. 
 
For people with low incomes, area agencies on aging provide some free help.  There are 
volunteers who will sit with a care recipient to give some free time to the caregiver.  There are 
Meals-on-Wheels at no cost or very low cost.  Senior centers are usually sponsored by area 
agencies on aging, and they sometimes provide transportation for a disabled person at home.   
 
The Veteran's Administration will also pay for home care for qualifying veterans on a basis 
similar to Medicare.  Under VA rules--as with Medicare--there must be a medical need for care 
in the home.  VA has additional restrictions where the recipient must have a substantial service-
connected disability and must be very low income. 
 
For people who do not qualify as low income and have assets, the cost of homecare is paid from 
personal funds.  If the family finds it necessary to bring in a homecare agency to help with 
lifting, bathing, walking, incontinence, toileting, dressing, or supervision the cost could be 
anywhere from $12.00 to $25.00 an hour.  Charges depend on the area of the country and 
whether there is a contract for extended weekly services. 
 
For those who had the foresight to buy eldercare insurance, the insurance will cover the cost of 
home care either for help with activities of daily living, with supervision for dementia, and, if it 
is a newer policy, for help with many of the other activities listed at the beginning of this section.  
These activities are called "homemaker services." Most policies will pay, in addition, for home 
modification and other necessary training and support to help a person remain in the home.   
 
Adult Day Services 
Other terms used for this type of care are: adult day centers, adult day care center, adult day 
health services, adult day residential care, and medical adult day care services. 
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Adult day care services have been around for about 30 years.  A survey completed in 2001 put 
the number of adult day care centers at 3,493 nationwide.  The survey by Partners in Caregiving 
also indicated that at least twice as many centers are needed as are currently available.  The 
National Adult Day Services Association estimates current numbers of adult day care providers 
at around 4,000. 
 
Adult day services offer an ideal alternative to caregivers by providing a daytime care 
environment outside of the home.  The care recipient receives supervision and possibly some 
limited care while the caregiver has a break from the routine of daily caregiving.  This gives the 
caregiver needed time for herself or himself and some peace and quiet to relieve the stress of 
caregiving.  The care center might also offer transportation at an additional small cost to 
transport the loved one to and from the center. 
 
There are two types of services; traditional model and health care model.  The traditional model 
typically provides activities and supervision for older adults in a safe environment.  The medical 
model provides nursing services, therapy, and counseling services in addition to supervision. 

 
Housing for the Elderly Poor 
According to the U.S.  census bureau, in 2002, 31% of households with a member over the age 
of 65 made less than $1,250.00 per month.  It appears from these data, roughly one in three of all 
elderly households are struggling to get by.  For those elderly poor, who are paying rent or still 
paying mortgages, the census bureau estimates well over 50% of household income goes towards 
housing costs.  It's not surprising that at least 1/3 of all housing for the poor is occupied by 
people over age 65.  Nationwide there are 2.9 million subsidized apartments available for 5.1 
million low income families that could qualify for government assistance with affordable 
housing.  Many of these are elderly.   
 
The elderly frequently are reluctant to find out about low income housing options and many are 
missing out on opportunities for comfortable housing at affordable prices.  The best source for 
those over age 65 to find out about low income housing in their area is to contact their local area 
agency on aging.  This is an extremely valuable resource and should be utilized.  There are about 
655 AAA's serving every urban and rural corner of the United States 
 
Hospice Care 
Hospice is a program involving medical personnel and volunteers to give comfort and support to 
someone who is expected to die within six months.  Rather than trying to cure the condition 
causing death, hospice is designed to: 
 

 Provide care in the home in familiar surroundings or in specially designed inpatient 
facilities 

 Provide medication to relieve pain 
 Provide appropriate physician and skilled nursing services for end-of-life care 
 Provide adequate nutrition and hydration if necessary 
 Give help with activities of daily living such as bathing, toileting, and feeding 
 Support and give comfort to the family or family caregivers 
 Provide bereavement support for the family, up to 13 months after the loved one has died 
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Hospice care allows terminally ill patients and their families to remain together in the comfort 
and dignity of the home.  In addition, hospice care allows family members to take an active role 
in providing care or supplementing the care provided by formal caregivers such as a nurse, 
physician, social worker, dietitian, counselor, clergy, or volunteers.  The hospice team makes 
regular visits and does as much caregiving as required.   
 
Care can be provided in the home, in special hospital settings, in nursing homes, or in stand-
alone hospice facilities.  A lot depends on the amount of care needed.   
 
Hospice care for the aged is a program paid for entirely by Medicare but only if the person 
receiving hospice is enrolled in Medicare.  Fortunately, virtually everyone over age 65 is 
enrolled in Medicare.  Medicare will not cover the cost of room and board in a facility dedicated 
entirely to hospice. 
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Community and Government Eldercare Programs 
 
 
About Government Eldercare Programs 
It is interesting to note that a large majority of the American public still believes that the 
government will provide eldercare when needed.  Care is generally only available for people 
with very little income and no assets.  And for many services, even for these folks, there are 
roadblocks and waiting lists.  It is this misconception about government programs that most 
likely prevents people from planning for care for themselves. 
 

 
 
Community Groups and Services 
There are many private, religious, and government organizations across the country that provide 
supportive services for older people.  Many of these services center around helping people stay 
in their homes and avoid having to go to live in an institution or perhaps move in with family.  
Because of the emphasis on helping people remain independent, many community aging 
programs could be viewed as eldercare programs.  Community services may provide 
socialization or service opportunities which might include: 
 

•  Meals served at home or in community centers  
•  Transportation and shopping for people who can't drive  
•  Home repairs, yard work, telephone support, caregiver support 

 
Private support groups in the community might include the Red Cross, United Way, women's 
auxiliaries or business groups.  Many religious denominations support eldercare services for their 
elderly members as well as nonmembers.   
 
Both private and religious groups often provide services for free to people with little income and 
few assets.  They may, however, charge people for services who have adequate income or assets.  
Check your phone book for local numbers for the Red Cross and United Way.  Other listings 
may be under Community Services.   
 
Senior Corps 
Sponsored by the Corporation for National and Community Service, Senior Corps has a senior 
companion program where seniors 60 and older offer companionship and aid to homebound 
elders with visits, transportation, and friendly support.  You can contact their national office or 
search on their website for a Senior Corps organization in your state.   
http://www.seniorcorps.org/ 
 
Senior Centers  
Senior Centers are often the focal point for all aging services in a community.  Experts or contact 
people are housed in senior centers and can provide information and service in the center itself or 
refer out to other organizations that can help.  The community-served meals or congregate meals 
in senior centers are a means for attracting older people into the centers.  Seniors can then be 
exposed to the many services that are available.  You can locate your local senior center in your 
phone book under "senior centers" or "state aging services." 

Only 16% of all long term care services 
are provided by the government.
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Administration on Aging 
The Administration on Aging oversees a wide array of home and community based services for 
over 8 million elderly individuals each year, which is 17 percent of all people aged 60 and older - 
including 3 million individuals who require intensive services and meet the functional 
requirements for nursing home care.  The agency also provides direct services to over 600,000 
informal caregivers each year, who are struggling to keep their loved ones at home.  This 
national aging network is the largest eldercare provider network in the country. 
 
There are 655 area agencies on aging in every state and territory of the United States.  State 
aging units, under direction from the Administration on Aging, oversee and coordinate the 
activities of area agencies on aging in their states.  Services are numerous but concentrate 
primarily on helping elderly people remain independent in the community, delaying the 
possibility that they will need help in a facility.  Area agencies also support caregivers and 
coordinate Medicaid programs for home care and assisted living.  Agencies also support 
caregivers and grandparents caring for their grandchildren.  Here is a list of more common area 
agency on aging services. 
 

 Access Services such as transportation, outreach, information and assistance, case 
management, and so on  

 In-Home Services including homemaker and home health aides, home repair, snow 
removal, chore and maintenance, supportive services for families of older individuals who 
have Alzheimer's disease, and so on 

 Community Services such as adult day care, senior centers, legal assistance, recreation, 
and so on 

 Community Served Meals and meals on wheels 
 
State aging departments and area agencies on aging offer limited free legal advice to qualifying 
persons under the Older Americans Act.  The local area agency on aging has an advisory service 
for help with understanding Medicare, Medicare supplements, Medicare advantage, and 
Medicare Part D.   
 
A local area agency on aging can be reached by dialing 211. 

 
Eldercare Locator 
1.800.677.1116 
The Eldercare Locator is a national toll free referral number funded by the U.S.  Administration 
on Aging.  You can call this number with questions or needs, and they will direct you to a 
specialist in your area who can help you.  They have information in all areas of aging services 
including help for caregivers.  Eldercare Locator Information takes calls Monday to Friday, 9 
a.m.  to 8 p.m.  Eastern Standard Time.  Voice messaging is available 24 hours a day for you to 
leave a call back number. 
 
Food Stamps  
Various food and nutrition programs to help low income individuals and families are available.  
You must meet certain eligibility requirements.  One of the most familiar programs is the Food 
Stamp Program.  To apply to the program, you can contact your local Food Stamp office to set 
up an interview.  You must qualify through income and asset tests. 
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Housing Assistance  
Housing assistance programs help support and protect low income families, older Americans, 
and the disabled.  You may seek advice from your local area agency on aging to find safer 
neighborhoods, low-cost housing, or services such as Meals-on-Wheels.  There are government 
assistance housing options that include public housing, section 8 and housing choice vouchers, 
and section 202 housing support.  The local city or county housing authority in your state, which 
administers housing and community development programs, is another resource for housing 
assistance.  There are qualifying income and asset tests to qualify for housing assistance.   
 
Low Income Energy Assistance Program 
Your local Low Income Home Energy Assistance Program (LIHEAP) may be able to help you 
pay for your heating and/or cooling bills, or weatherization of your home.  LIHEAP is a federally 
funded energy assistance program that is run by the nation’s states and territories.  You must 
apply for this program.  Your area agency can help locate these services for you.  There are 
qualifying income and asset tests. 
 
Medicare 
Medicare was the vision and campaign promise of President John F.  Kennedy to provide 
universal medical insurance to all aged Americans.  His untimely death did not allow him to 
fulfill his promise, but President Lyndon Johnson was able to win passage of the plan in the form 
of amendments to the Social Security Act.  Passed in 1965, Title VIII of the amendment 
established Medicare and Title IX established Medicaid. 
 
Medicare Part A and B is now the health insurance plan for all eligible individuals age 65 and 
older and certain younger disabled persons.  Medicare Part D is the drug prescription program.   
(More detail about Medicare payments for eldercare under STEP 2) 
 
Medicaid 
Medicaid is an assistance program for certain low income people.  These include: low income 
families with children; people age 65 or older meeting asset and income tests, blind or disabled 
people on Supplemental Security Income; certain low income pregnant women and their 
children, certain types of cancer patients, and people who have very high medical bills and 
qualify financially.   
 
Medicaid is funded by the Federal Government with matching funds from the States.  It is 
largely administered through each individual state.  Although there are broad federal 
requirements for Medicaid, states have a wide degree of flexibility to design their programs.  
States have authority to establish eligibility standards, determine what benefits and services to 
cover, and set payment rates.  Eligibility and services thus vary in each state.  All states, 
however, must cover these basic services: 
 

 inpatient and outpatient hospital services  
 laboratory and X-ray services  
 skilled nursing home care  
 home health services  
 doctor’s services  
 family planning 
 diagnosis and treatment for children 
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Medicaid is for young people and old people alike.  State spending for old people for eldercare 
services has been increasing at an accelerating rate.  Nationwide about 35% of all Medicaid 
expenditures are for eldercare services for the elderly.   
  
Eligibility requirements for Medicaid eldercare can vary for each state, but all states require adult 
age to be 65 unless mentally retarded, developmentally disabled or blind.   Also income and asset 
eligibility for the state must be met.  Because each state sets its own rules, you could qualify in 
one state and not in another.   
 
(More detail about Medicaid requirements and payments under STEP 2) 
 
Veterans Eldercare Services 
The US Department of Veterans Affairs provides three types of eldercare services for veterans.   
 
The first are benefits provided to veterans who have service-connected disabilities.  These 
services include home care, assisted living--or as it is sometimes called, domiciliary care--and 
nursing home care.  There are strict income and service-connected disability requirements for 
receiving this care. 
 
The second benefit is state veterans homes.  VA, in conjunction with the states, helps build and 
support state veterans homes.  Money is provided to help with construction and a daily subsidy is 
provided each veteran using these homes.  The majority of these facilities offer nursing care, but 
some may also offer assisted living, domiciliary and even adult day care.  These homes are 
generally available for any veteran regardless of status and are run by the states, often with the 
help of contract management.  Many states have waiting lists. 
 
The third benefit for veterans is the "aid and attendance benefit" under the Improved Pension 
or Death Pension.  All active-duty veterans who served during a period of war are eligible for 
the pension and the aid and attendance or housebound allowance.  Their surviving spouse and 
dependent children are also eligible for a lesser amount of death pension benefit and allowances 
Veterans under the age of 65 must be totally disabled; however, veterans age 65 and over, 
regardless of health, are considered totally disabled due to age and there is no requirement to 
prove disability.   
 
This can be an extremely helpful benefit for paying the costs of home care, assisted living or 
nursing homes.  There are income and asset tests to qualify for this benefit. 
 
(More about eldercare benefits for veterans under STEP 2) 
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STEP 2 
  
Funding the Cost of Eldercare  
  
Having funds to pay for care expands  
the choices for care settings and providers. 
  
  
  

  
Understanding the Cost of Eldercare 
  
In order to plan financially for eldercare, you need to know what the costs are now and what they 
will be in the future. 
  
Every year MetLife conducts a national survey of nursing home, assisted living, and home health 
agency costs.  This is a valuable resource for determining the cost of care in your area.  You can 
view the September 2009 results on their website.  Type "MetLife nursing home survey" in a 
Google search.  MetLife also publishes a survey on assisted living and home care costs.  The 
search above should give you access to those data as well. 
  
According to MetLife’s 2005 survey the National average cost of a nursing home, private room 
is $203 per day, $74,095 annually.  Cost of semi-private room is $176 per day, $64,240 annually.  
Home care aid average cost is $19 per hour. 
  
Taking into account the cost of eldercare today with added inflation to future costs, it makes 
sense to take steps now to secure finances. 
  
We know that government programs such as Medicare, Medicaid, and Veterans Affairs will 
cover the cost of eldercare under certain conditions.  Medicare will cover rehabilitation from a 
hospital stay or limited care at home if there is a skilled medical need.  However, when the 
skilled medical need ends, so does Medicare payment. 
  
Medicaid will cover both medical and non-medical related eldercare, but in order to qualify for 
Medicaid, a person has to have less than $2,000 in assets and income that is insufficient to pay 
the cost of care.  In other words a person must be impoverished.   
  
The VA hospitals will provide nursing home care and provide home care services for those who 
served in the military, but due to lack of funding and strict qualification rules not many veterans 
qualify for this care. 
  
Before you use any of these government resources, you will probably find yourself paying out- 
of-pocket expenses for informal home care and facing financial decisions that will erode your 
hard-won assets.  Financial preparation done years in advance eliminates a large part of the stress 
that goes with eldercare.  It is well-documented that caregiving stress causes illness, aging 
related problems, and often a premature death for the caregiver. 
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Savings or Asset Conversions to Pay for Eldercare 
 
 
Contingency Funding 
A contingency fund is money set aside in cash or investments that can easily and quickly be 
liquidated to pay for eldercare.  The fund can take two forms: 1) monthly cash payments set 
aside over a long period or 2) retirement savings that are not spent or that are being hoarded in 
old age. 
   
As a rule, if a person can’t qualify for eldercare insurance, then setting aside money is the next 
best alternate.  However, if buying insurance is an option, then it is much cheaper than a set-
aside.  Depending on when care is needed, the set-aside can cost anywhere from 5 times to 
20,000 times the cost of insurance premiums.   
 
You Need to Know How Much to Put Away 
The chart below will help you determine how much money you have to put away monthly in 
order to fund the future cost of eldercare services.   
 
The form also assumes that the cost of care increases by 5% per year.  This means that 14 years 
from now the same service costing $5,000 today will cost $10,000. 
 
Now let’s use the table.  We are using the current table assumptions of $5,000 a month of costs 
increasing annually by 5%.  Suppose you want to know how much money to put away every 
month from now until 20 years from now when you will need care.  Go down the column labeled 
“years” to the number 20.  In the columns to the right determine how many years of care you 
want.  For example, 5 years of care 20 years from now would require $758,085 (Future dollars).  
Now go to the shaded columns on the far right and find the corresponding 5 year benefit column.  
Go down that column to the 20th year and the amount in the box is the monthly amount you need 
to set aside for the next 20 years to fund 5 years worth of care.  This amount is $1,881 per month.   
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Determining The Amount of Money to Set Aside For Care 
Monthly payments needed to fund $5000 a month in  

care costs @ 5% earnings, a 5% annual increase in costs 
 and adjusted for a 25% Federal and state income tax rate. 

          
Monthly Eldercare Cost--$5,000 
Current State and Federal Income Tax--25.0%  
Yearly Increase in Eldercare Cost--5.0%      
Earnings Adjusted for Taxes--5.0%  
 

Years Date 

1 Year's 
Worth of 
Future    
Benefit 
Costs 

2 Years' 
Worth of 
Future    
Benefit 
Costs 

3 Years' 
Worth of 
Future    
Benefit 
Costs 

5 Years' 
Worth of 
Future    
Benefit 
Costs 

Monthly 
Payment 

for a 1 
Year 

Benefit 

Monthly 
Payment 

for a 2 
Year 

Benefit 

Monthly 
Payment 

for a 3 
Year 

Benefit 

Monthly 
Payment 
for a 5 
Year 

Benefit
1 2007 $60,000 $120,000 $180,000 $300,000 $4,984 $9,968 $14,953 $24,921
2 2008 $63,000 $126,000 $189,000 $315,000 $2,551 $5,103 $7,654 $12,757
3 2009 $66,150 $132,300 $198,450 $330,750 $1,741 $3,482 $5,223 $8,705 
4 2010 $69,458 $138,915 $208,373 $347,288 $1,336 $2,673 $4,009 $6,682 
5 2011 $72,930 $145,861 $218,791 $364,652 $1,094 $2,188 $3,282 $5,469 
6 2012 $76,577 $153,154 $229,731 $382,884 $932 $1,865 $2,797 $4,662 
7 2013 $80,406 $160,811 $241,217 $402,029 $817 $1,635 $2,452 $4,087 
8 2014 $84,426 $168,852 $253,278 $422,130 $731 $1,463 $2,194 $3,657 
9 2015 $88,647 $177,295 $265,942 $443,237 $665 $1,329 $1,994 $3,323 

10 2016 $93,080 $186,159 $279,239 $465,398 $611 $1,223 $1,834 $3,057 
11 2017 $97,734 $195,467 $293,201 $488,668 $568 $1,136 $1,704 $2,840 
12 2018 $102,620 $205,241 $307,861 $513,102 $532 $1,064 $1,596 $2,660 
13 2019 $107,751 $215,503 $323,254 $538,757 $502 $1,003 $1,505 $2,508 
14 2020 $113,139 $226,278 $339,417 $565,695 $476 $951 $1,427 $2,378 
15 2021 $118,796 $237,592 $356,388 $593,979 $453 $907 $1,360 $2,267 
16 2022 $124,736 $249,471 $374,207 $623,678 $434 $868 $1,302 $2,169 
17 2023 $130,972 $261,945 $392,917 $654,862 $417 $834 $1,250 $2,084 
18 2024 $137,521 $275,042 $412,563 $687,605 $402 $803 $1,205 $2,008 
19 2025 $144,397 $288,794 $433,191 $721,986 $388 $777 $1,165 $1,941 
20 2026 $151,617 $303,234 $454,851 $758,085 $376 $752 $1,129 $1,881 
21 2027 $159,198 $318,396 $477,594 $795,989 $365 $731 $1,096 $1,827 
22 2028 $167,158 $334,316 $501,473 $835,789 $356 $711 $1,067 $1,778 
23 2029 $175,516 $351,031 $526,547 $877,578 $347 $694 $1,041 $1,734 
24 2030 $184,291 $368,583 $552,874 $921,457 $339 $678 $1,016 $1,694 
25 2031 $193,506 $387,012 $580,518 $967,530 $331 $663 $994 $1,657 
26 2032 $203,181 $406,363 $609,544 $1,015,906 $325 $649 $974 $1,624 
27 2033 $213,340 $426,681 $640,021 $1,066,702 $319 $637 $956 $1,593 
28 2034 $224,007 $448,015 $672,022 $1,120,037 $313 $626 $938 $1,564 
29 2035 $235,208 $470,415 $705,623 $1,176,039 $308 $615 $923 $1,538 
30 2036 $246,968 $493,936 $740,904 $1,234,841 $303 $605 $908 $1,513 

 
Sale of Assets 
Tangible assets that might produce income to pay for eldercare might include investment 
property such as rentals, commercially leased property, land, a farm, second home, or a business. 
 
Some individuals are heavy into real estate and short on cash.  If the intent was to cash out of the 
investment at some future point, then a sale is warranted.  However, it seems a shame to sacrifice 
in early years to establish an investment only to throw it away to eldercare.  It would make more 
sense to use income from the investments to buy long term care insurance. 
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Sale of a Home You Are Living in to Pay for Eldercare 
Selling the home can give you cash needed to pay for assisted living facility, or if you are going 
to live with children, it would give money for home care services. 
 
There are real estate specialists called Seniors Real Estate Specialists (SRES) who are trained 
especially for senior sales and moves.  If it is urgent that the sale and move be made, they are the 
ones to contact.  They handle every aspect of the move to even settling you into your new home. 
 
Reverse Mortgage 
A reverse mortgage is a special type of loan used by older Americans to convert the equity in 
their homes into cash.  The money obtained through a reverse mortgage can provide seniors with 
the financial security they need to fully enjoy their retirement years. 
 
The reverse mortgage is aptly named because the payment stream is reversed.  Instead of the 
borrower making monthly payments to a lender, as with a regular first mortgage or home equity 
loan, a lender makes payments to the borrower.  While a reverse mortgage loan is outstanding, 
the borrower owns the home (just like any other mortgage) and holds title to it but does not make 
any monthly mortgage payments.   
 
The loan becomes due and payable when the borrower ceases to occupy their home as a principal 
residence.  This can occur if the survivor (the last remaining spouse, in cases of couples) passes 
away, sells the home, or permanently moves out of the home.  The home does not have to be sold 
to pay off the loan.  The borrower, or the borrower's heirs, can instead pay off the reverse 
mortgage and keep the home.   
 
The money from a reverse mortgage can be used for ANYTHING: daily living expenses, home 
repairs and home improvements, medical bills and prescription drugs, payoff of existing debts, 
education, travel, long term health care, prevention of foreclosure, and other needs.  A new rule 
also allows proceeds plus equity from a larger home to be used to finance a reverse mortgage for 
the purchase of a smaller new home.  This allows purchase of the new home without monthly 
payments. 
 
The size of the reverse mortgage that you can get depends on your age, the type of reverse 
mortgage you choose, the value of your home, current interest rates, and where you live.  To 
qualify, a single applicant must be age 62 or older and a couple must both be at least 62 or older.  
In general, the older you are and the more valuable your home--and the less you owe on your 
home --, the larger the reverse mortgage can be.  The cash from the reverse mortgage can be paid 
to you by: 
 

1.  A single lump sum of cash  
2.  A regular monthly cash advance 
3.  A line of credit account from which you take cash as  

needed (The line of credit balance also earns interest so this account will grow.) 
 

There are some costs to originating the loan, such as appraisal fees, mortgage insurance and 
other charges similar to regular mortgage loans.  The money provided to you from a reverse 
mortgage is tax-free; it is not income that you must pay taxes on.  However, what you do with 
the funds received from a reverse mortgage may affect your eligibility for certain kinds of 
government assistance.  You should check this out before moving the money from the line-of-
credit in your reverse mortgage.  Having reallocated that money could prevent you from 
receiving Medicaid. 



 35

Long Term Care Insurance 
 
 
Why Buy Long Term Care Insurance 
 

1. It will help you keep your independence and dignity and allow you to make choices.  
When the time comes for paying for your long term care needs, you may end up spending 
your savings and then relying on Medicaid for assistance.   Medicaid typically pays for a 
semi-private room in a nursing home, but not all nursing homes take Medicaid.  In many 
states it is not easy to get Medicaid to cover home care or pay for assisted living.  Many 
people want to stay at home, but with Medicaid may not be able to.  Insurance allows you 
to have a choice of where you want to live. 

 
2. If you are married and you have a need for long term care, your spouse may be forced to 

pay for an outside caregiver.  The cost is likely to come from your combined income and 
assets.  This may leave your spouse with minimal funds in the future.  Insurance solves 
this problem and allows the healthy spouse to keep the assets. 

 
3. Many healthy caregiving spouses won't spend their money and choose to "tough it out" 

on their own without help.  If care of a disabled spouse drags on too long, this can have a 
devastating effect on the physical and emotion health of the caregiver.  Insurance will pay 
for professional care for the disabled spouse and allow the caregiver spouse needed rest. 

 
4. If your children promise to take care of you when the time comes that you need care, 

insurance will help them do that.  Probably neither you nor your children have thought of 
the prospects of moving you from place to place, changing your dirty diapers, cleaning up 
after "accidents" in the bathroom or helping you with bathing and dressing.  Insurance 
will pay for aides to help your children with these tasks. 

 
5. If you are single and a need for long term care arises, insurance can pay for and 

coordinate that care.  With insurance you won't have to feel you would be a burden for 
family or friends. 

 
6. If you have the desire to leave assets behind when you die, insurance will help preserve 

those assets from the cost of long term care. 
 

Buy Long Term Care Insurance When You Are Younger 
There is a bonus to buying long term care insurance at a younger age.  The premium is lower.  
For example, a person currently age 45, buying a typical policy with a spouse, could spend 
$21,146 in total premiums to age 78. 
 
Suppose this same person chooses to wait to buy the equivalent coverage at age 65.  If that same 
policy were available in the future, he could pay $52,566 in total premiums over his 13 
remaining years to age 78.  Because he waited, be would pay 2 ½ times more for the same 
policy. 
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In addition to the rates going up with age, your health qualifications will be stricter.  
Development of age-related health problems may even disqualify you from obtaining a policy. 
 
We recommend you work with a long term care insurance specialist who understands the policy 
provisions and the coverage needed and can help you determine the best policy for what you 
want. 
 
How to Buy Long Term Care Insurance 
There are dozens of long term care insurance companies selling thousands of different policy 
options.  It can become very confusing.    There are thousands of benefit combinations for home 
care, assisted living, nursing home care, waiting periods, payment amounts, inflation riders, and 
the list goes on.  Either do your research or find a competent long term care insurance agent.  
Here is a checklist of some of the things you need to know before you purchase a policy. 

 
LONG TERM CARE INSURANCE BUYING CHECKLIST 

the more "yes" answers you get the better off you are. 
 

1) Is the insurance company rated by A.  M.  Best (the rating company) with a rating of at least A, 
A+ or A++?  

2) Is it a large diversified company with deep pockets and selling more than just long term care 
insurance?  

3) Is the insurance representative an expert in long term care insurance? (Because of its complexity, 
almost all LTCi experts only sell LTCi; they seldom sell anything else.)  

4) Does the representative have a degree and/or industry financial designations?  
5) Does the representative own a personal long term care insurance policy for himself or herself?  
6) Is the policy you like tax qualified, and if not, do you understand the ramifications?  
7) Are there at least 6 ADL’s (Activities of Daily Living) allowed for in the benefit certification?   
8) Does it allow "standby assistance"?  
9) Is it a "pool of money" as opposed to a "stated period"?  
10) Is it "integrated" as opposed to "2-pool"? (2-pool is not allowed in some states.)  
11) Do you understand how the elimination period works? (This is extremely important.)  
12) Does it have prohibitive cost containment provisions?  
13) Is there any "capping" or other future reduction of automatic benefit increase riders?   
14) Do you understand how the waiver of premium works?  
15) Does the assisted living facility benefit pay the same as for nursing home?  
16) Are you buying adequate home care coverage?   
17) Does the company have a history of premium rate stability without periodic increases?  
18) Does the policy pay for homemaker services?  
19) Does the policy offer an alternative plan of care for services that don’t exist today? 
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Using Life insurance to Create Extra Income 
 
 
Getting Money Out of Life Insurance without Dying 
 

 Borrow against the cash value of the life insurance policy.   
 Instruct the life insurance carrier to cash out the policy, based on the available cash 

surrender value.   
 Determine if the life insurance carrier offers an "accelerated benefits program" rider and 

if the insured is eligible.   
 Sell the life insurance policy in a life settlement.   
 Borrow from friends or family using the life insurance policy as collateral to secure the 

loan. 
 A combination of an "accelerated benefit" and a life settlement may be possible and 

might net more cash than either by itself!  
 
We recommend checking with your life insurance agent or company on determining availability 
to obtain money from your policy and if this serves your best interests. 
 
Life Settlements  
In recent years, a large and growing industry has emerged where major investment groups, 
mutual funds or hedge funds purchase the life insurance policies owned by older Americans.  
The purchasers become the new owners and beneficiaries for the death benefits of these 
purchased policies.  They also take over paying the premiums.  This is a legitimate investment in 
the death of another person.  The investor will pay the insured 20% to 80% of the face value of 
the policy depending on the age and health of the seller. 
 
Policies generally have to have a face value of more than $100,000 and in order to receive a 
reasonable purchase price for the policy; the owner should not be expected to live much longer 
than three to five years.  For those life insurance owners who also need eldercare, this is an 
excellent way to free up money to pay for the immediate costs of that care. 
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Annuities 
 
 
Income Annuities (Converting Assets to Income) 
Income annuities are often a good strategy for seniors who are concerned about outliving their 
assets.  The mindset of most seniors is to hold onto cash and not give it up.  On the other hand, a 
senior could convert cash into income in the form of a guaranteed single premium income 
annuity.  A guaranteed income stream for someone who is likely to live a long time is a good 
retirement planning strategy.  This does not mean that all cash needs to be converted into 
income.  A good strategy is to find a balance and retain some cash and convert some to income. 
 
Converting assets to income is also often a good strategy to preserve assets from Medicaid spend 
down and to qualify for veterans "aid and attendance."  Setting up an income stream many years 
in advance of the need for Medicaid will also allow for income options that Medicaid would not 
allow were the income annuity purchased for Medicaid planning during the spend down process. 
 
Deferred Annuities 
Many seniors purchase single premium deferred annuities for a stable interest rate on their 
savings or to defer payment of income taxes on the earnings.   
 
One disadvantage of deferred annuities is unfavorable tax treatment for estate planning purposes.  
If the deferred annuity is being purchased to pass money on to the next generation, there are 
better options.  If the deferred annuity is being purchased for future consumption by the owner, 
then estate planning should not be an issue. 
 
For those who have purchased a deferred annuity and would like to fix the unfavorable estate 
planning features, there is a potential correction for that.  If the senior or the senior couple is 
relatively healthy, proceeds from the annuity can be used to purchase single or joint life 
insurance with a death benefit equal to the value of the annuity.  Life insurance proceeds pass to 
named beneficiaries of the next generation without taxes.  Thus the value of the annuity can be 
transferred tax free. 
 
Some sources make a claim that money in a deferred annuity is not subject to Medicaid asset 
qualification rules.  This is not true.  This claim is actually based on the idea of putting money 
into the deferred annuity and then triggering the income option inside the annuity, converting it 
to an income stream and using it as a Medicaid annuity.  This is legitimate but the annuity agent 
often forgets to mention this as part of the strategy.   
 
If a senior understands the strategy above and is satisfied with it as a Medicaid planning tool, 
then tying up money in this manner may be an acceptable option.  If a senior does not understand 
the strategy and is being induced to buy an annuity based on a false claim, there is no reason to 
tie up money in a deferred annuity to create a Medicaid income annuity.  The Medicaid annuity 
can be purchased at any time with funds held in any type of account.  The funds do not have to 
be held inside a deferred annuity. 
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Medicaid Annuities 
Medicaid annuities work by converting assets, that would normally be spent down to qualify for 
Medicaid, into income that can be used by the healthy spouse.  By converting those spend down 
assets into income, the Medicaid beneficiary accelerates his or her qualification for Medicaid 
benefits.   
 
This technique works in most states as long as the annuity is set up using Medicaid guidelines 
and it is irrevocable.  New rules from the deficit reduction act of 2006 require that these annuities 
name the state Medicaid as a beneficiary if the annuity has a remainder benefit at the death of the 
owner.  Medicaid annuities are used primarily to convert assets into income for a healthy spouse 
not receiving Medicaid.  The purpose is to provide a larger income for this so-called community 
spouse than would be available under normal Medicaid rules. 
 
Here are the government guidelines for Medicaid annuities from HCFA Transmittal 64: 
 
"When an individual purchases an annuity, he or she generally pays to the entity issuing the annuity (e.g., 
a bank or insurance company) a lump sum of money, in return for which he or she is promised regular 
payments of income in certain amounts.  These payments may continue for a fixed period of time (for 
example, 10 years) or for as long as the individual (or another designated beneficiary) lives, thus 
creating an ongoing income stream.  Annuities, although usually purchased in order to provide a source 
of income for retirement, are occasionally used to shelter assets so that individuals purchasing them can 
become eligible for Medicaid.  In order to avoid penalizing annuities validly purchased as part of a 
retirement plan but to capture those annuities". 
   
"The average number of years of expected life remaining for the individual must coincide with the life of 
the annuity.  If the individual is not reasonably expected to live longer than the guarantee period of the 
annuity, the individual will not receive fair market value for the annuity based on the projected return.  In 
this case, the annuity is not actuarially sound and a transfer of assets for less than fair market value has 
taken place, subjecting the individual to a penalty.  The penalty is assessed based on a transfer of assets 
for less than fair market value that is considered to have occurred at the time the annuity was 
purchased". 
 
"For example, if a male at age 65 purchases a $10,000 annuity to be paid over the course of 10 years, his 
life expectancy according to the table is 14.96 years.  Thus, the annuity is actuarially sound.  However, if 
a male at age 80 purchases the same annuity for $10,000 to be paid over the course of 10 years, his life 
expectancy is only 6.98 years.  Thus, a payout of the annuity for approximately 3 years is considered a 
transfer of assets for less than fair market value and that amount is subject to penalty." 
 
If the Medicaid annuity fits your planning situation, you need to do it right and you need to 
follow the rules in your particular state regarding Medicaid annuities.   
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Government Programs That Pay for Eldercare 
Medicare Long term care Coverage  
 
Medicare Part A--Inpatient Hospital (2010) 
Medicare pays hospital care with deductibles as outlined here.  You pay the deductible or if you 
purchase medicare supplemental insurance it will pay the deductible. 
 

 $1,100 deductible - first 60 days 
 $275/day coinsurance - 61st through 90th day 
 $550/day coinsurance - 91st through 150th day 
 Beyond 150 days you or your supplement insurance pay the total cost 
 There is a one time, "lifetime reserve" of 60 days that medicare will also pay.   

 
Under Part A, you are also allowed 3 pints of blood. 
 
Medicare Skilled Nursing Facility--Nursing Home (2010) 
To qualify for medicare nursing home coverage, you must spend at least three full days in a 
hospital and must have a skilled nursing need and have a doctor order it.  The transfer from a 
hospital must occur within a certain time period.  Medicare may pay up to 100 days for a stay in 
a nursing home.   
 
There is a coinsurance payment after the 20th day.  Most Medicare supplement insurance will 
pick up this out-of-pocket amount. 
 

 $0 deductible for the first 20 days 
 $137.50/day coinsurance - 21st through 100th day 
 After the 100th day or possibly even before that time, if a skilled nursing need or other 

qualifications are not met, medicare will stop paying.  At this time the medicare 
supplement insurance stops paying also.  You will be responsible for all costs after this 
point unless you have long term care insurance.  Long term care insurance will begin to 
pay after medicare stops. 

 
Medicare will not pay nursing home costs for someone admitted from his or her home.  Almost 
half of those admitted to nursing care come directly from home. 
 
Medicare Part A (Also Part B)--Home Health Care 
To qualify for Medicare home care coverage, a person must be under a "plan of care" by a 
doctor.  There must be a skilled need requiring frequent visits.  Those skilled services might 
include: 
 

 Nursing services by RN or LPN 
 Physical therapy 
 Social services 
 Homemaker services 
 Occupational therapy 
 Physician services 
 Speech therapy 
 Nutrition services 
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Medicare home care is often used for covering patients who are recovering from hip surgery, 
foot surgery, joint replacement, or complications of diabetes.  At times, congestive heart failure 
or other disabling conditions require home care.  When skilled care is not needed, Medicare 
stops. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: 2005 statistical abstract of the United States 
 
 
Medicare pays for about 86% of all home care that meets the criteria of skilled home care 
services.  Companies that provide these services are called "home health agencies." 
 
Medicare Hospice 
When death is expected within six months or health is deteriorating rapidly, a special program 
called hospice care can be prescribed by a physician.  For those on Medicare this is covered 
100%.  
 
Medicare Part B 
Medicare Part B covers outpatient services and doctors.  This is an optional plan from Medicare 
to help pay for outpatient and doctors care.  This plan must be signed up for during a prescribed 
enrollment period.  There is a monthly premium which is deducted from your Social Security 
payment.  There is also an annual deductible.  Part B premiums and deductibles go up every 
year.  Medicare Supplement Insurance usually pays for deductibles and co-pays not covered by 
Medicare. 
 

 Monthly payment for Medicare Part B--$96.40 per month in 2010 
 Annual deductible - $155 per calendar year in 2010 
 Medicare pays 80% of most services, leaving 20% paid by coinsurance or personal funds 
 Certain lab tests and vaccines are paid at 100% 
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Medicare part B may also cover certain durable medical equipment for home care such as 
hospital bed, walker, etc. 
 

 $0 deductible - Home health care under physicians prescription for skilled need is paid 
100% 

 $155 deductible and 20% coinsurance for "Durable Medical Equipment" 
 
Medicare Supplement Insurance 
Medicare supplement insurance or Medi-Gap plans are not government insurance policies.  
There are many private insurance companies that sell medicare supplement policies.  These 
policies are designed specifically to cover the deductible and co-pay amounts not covered by 
Medicare.  They do not cover any other insurance needs.  When Medicare stops paying, this 
policy also stops paying.  As of 2006 they can offer no prescription drug coverage. 
   
Medicare Part D, Prescription Drug Plans 
The plan design for the new Prescription Drug Plan (PDP) is outlined in the Medicare 
modernization act of 2003.  It includes the following features for 2010:  
 
 The first $310 of drug costs per year must be paid by the insured, 100% out-of-pocket as a 

yearly deductible  
 The next $2,520 in drug costs are covered 25% by the insured and 75% by the plan.  (Total 

drug costs now equal $2,830 and total out-of-pocket now equals $940 not including monthly 
premiums) At this point the plan has paid 67% of drug costs and the insured has paid 33%.   

 The next $3,610 of drug costs must be paid 100% by the insured, the plan pays nothing.  
(Total drug costs now equal $6,440 and total out-of-pocket now equals $4,550 not including 
monthly premiums.) At this point coverage has regressed and the plan has only paid 29% of 
total drug costs and the insured has paid 71% of total drug costs.  This bizarre lapse in 
coverage feature in the plan is called the "coverage gap" or more commonly referred to as the 
"doughnut hole." Unlike normal insurance ,where as costs go up, and the insurance picks up 
an ever increasing portion of the tab, this insurance goes backwards for a portion of expenses 
and the insured picks up an ever increasing portion of the tab.  After getting past this lapse in 
coverage, the insurance again picks up the cost.   

 All drug costs after $6,440 or $4,550 out of pocket are paid at 5% of cost by the insured and 
95% of cost by the plan.   

 Spending thresholds and out-of-pocket amounts will increase each year adjusted by inflation.  
All of the amounts above increase each year with inflation. 

 
PDP insurance plans can only be sold by private companies or regional Blue Cross plans that 
have presented bids to Medicare and have been accepted and approved to sell these plans in 
various regions in the country.  The plans can be sold as stand alone drug coverage or they can 
be included in Medicare PPO and HMO Advantage Plans.  Drug plans sold in conjunction with 
private Fee for Service Advantage Plans are considered stand alone plans.   
 
These plans cannot be sold through Medigap or supplemental insurance policies.  Existing HMO 
Medicare private plans not offering drug plans will be adding these plans and private HMOs 
already offering drug coverage may modify their coverage to include a new PDP.  Employers 
who offer drug coverage to retired employees are allowed to offer these plans as a replacement 
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for existing coverage.  The plan provider for employee plans will likely be one or more of the 
insurance companies allowed to sell this insurance by Medicare.   
 
Medicare Advantage Plans 
Over 300 private insurance companies provide Advantage Plans funded by Medicare but 
designed and administered by the private companies.  Plans look less like traditional Medicare 
and more like modern group insurance.  Most of these plans also incorporate the new Medicare 
prescription drug coverage.  Medicare Advantage along with the new Medicare drug plan was 
created by the Medicare Modernization Act of 2003. 
 
Congress' intent in introducing new Advantage Plans was to modernize Medicare coverage and 
make it look like existing catastrophic plans; but, at the same time provide lower out-of-pocket 
cost for traditional Medicare beneficiaries who are buying Medicare supplement policies.  The 
Advantage Plan, for a lower premium, or perhaps no premium at all, would replace the more 
expensive combination of traditional Medicare and supplement plans. 
 
Seniors who are not healthy are probably better off under traditional Medicare with the 
supplement insurance plan.  This is because they are paying the costs of 100% coverage spread 
out, at a fixed cost, on a monthly basis through supplement premiums.  This is contrasted with a 
$1,500 to $3,000 one-time, out-of-pocket co-pay per year for receiving services through an 
Advantage Plan.  Some seniors just don't have very large sums of money in their savings and 
prepaying care through monthly premiums for Medicare supplement is a way to buy expensive 
health services on an installment plan. 
 
Advantage Plans generally cover nursing home care differently from traditional Medicare.  
Traditional Medicare pays the first 20 days of nursing home services free of charge and the next 
80 days of care requires a co-payment.  On the other hand, most advantage plans require an up 
front co-payment and then will cover the nursing home at 100% thereafter.   
 
Home care services are also covered differently.  Traditional Medicare will provide funding for 
up to 60 days of care.  Most Advantage plans will only approve care on a day to day basis.  
Evidence is mounting that these plans only cover about 20% of the home care normally covered 
by traditional Medicare. 
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Medicaid 
A Brief Description of Medicaid 
Medicaid was established as Title IX of the 1965 Amendment to the Social Security Act while 
Medicare was established at the same time as Title VIII of the Act.   Medicaid is a health 
insurance program for certain low-income people.   These include: certain low-income families 
with children; aged, (65 and older) blind, or disabled people on Supplemental Security Income; 
certain low-income pregnant women and children; and people who have very high medical bills.   
 
Medicaid is funded and administered through a state-federal partnership.   Although there are 
broad federal requirements for Medicaid, states have a wide degree of flexibility to design their 
program.  States have authority to establish eligibility standards, determine what benefits and 
services to cover, and set payment rates.   All states, however, must cover these basic services: 
inpatient and outpatient hospital services, laboratory and X-ray services, skilled nursing and 
home health services, doctor’s services, family planning, periodic health checkups, diagnosis and 
treatment for children. 
 
Funds for Medicaid are provided jointly by the federal government and the states.   On average, 
the federal government provides about 57% of Medicaid funds and the states provide the other 
43%.   The amount of shared funding varies from state to state depending on the per capita 
income in each state.   States with low per capita income such as Mississippi receive up to 83% 
of their Medicaid funding from the federal government and the state provides the other 17%.   
On the other hand, states with high per capita income such as Connecticut share Medicaid 
funding with the federal government on a 50% to 50% basis. 
 
Long-term care recipients of Medicaid come almost exclusively from the aged, blind and 
disabled group of eligible beneficiaries but very few of those are actually receiving SSI 
(Supplemental Security Income).   SSI is a welfare payment for certain disabled or handicapped 
individuals who are unable to work, have no assets and have no extended family financial 
support.   Certain provisions of the enabling Act, as well as congressional amendments since 
1965 have allowed the aged, blind and disabled who don't qualify for SSI to receive Medicaid 
under an alternate set of eligibility rules. 
 
Currently there are about 60 million people or 20% of the US population receiving Medicaid 
support.   Most of these people are receiving various forms of health care services and are 
younger than age 65.   Our interest lies with those Medicaid beneficiaries who need long term 
care and can receive help from Medicaid to pay those costs.   In addition, we focus almost 
exclusively on aged long term care beneficiaries -- those over the age of 65.    
 
Aged long term care Medicaid beneficiaries represent about 7% of the entire Medicaid 
population or about 4 million beneficiaries.   Out of these long term care Medicaid beneficiaries, 
approximately 1 million are receiving various levels of Medicaid funding support in nursing 
homes and approximately 3 million are receiving some form of home-based or community-based 
Medicaid long term eldercare.   Even though elderly long term care beneficiaries only represent 
about 7% of the Medicaid population they account for about 19% of all Medicaid spending.   
This is because long term care services are very expensive, particularly those funds used for 
nursing home care. 
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Long Term Care Requirement for Medical Eligibility  
An individual needing age 65 long term care must go through an evaluation with a state 
Medicaid assessment specialist in order to determine a need for care.   If the individual fails to 
meet the minimum level of care needed to qualify for that State's Medicaid coverage, then no 
Medicaid help is forthcoming. 
 
A need for skilled nursing care will automatically qualify a person in any state.   It's also likely 
that a candidate already in a nursing home but not needing skilled care will still qualify.   Skilled 
care must be needed on a frequent basis.   Examples of skilled care might include the need for: 
frequent monitoring of vital signs, wound dressing changes, maintenance of mechanical 
ventilation equipment, maintenance of a catheter, help with elimination problems, maintenance 
of IV administrations, careful monitoring of medication usage, managing colostomy problems, 
careful supervision of severe diabetes, frequent injections, maintaining a feeding tube and many 
more problems requiring the skill of a nurse or doctor. 
 
Medical eligibility for home and community-based services could be based on different criteria 
from those for nursing homes; but in some states, a person must qualify for Medicaid based on 
the nursing home eligibility standards in order to receive Medicaid services at home or in 
assisted living. 
 
Income and Asset Tests for Medicaid 
There is both an income and an asset test to qualify for Medicaid long term care services.   In 
general, these tests are applied for nursing home services but these same tests may also be used 
to qualify individuals for home or community-based Medicaid services as well.   In other states 
the financial requirements for community-based services may be more stringent than those for 
nursing homes or they may be less stringent. 
 
The following information was taken from the Kaiser Commission on Medicaid and the 
Uninsured; 
http://www.kff.org/medicaid/loader.cfm?url=/commonspot/security/getfile.cfm&PageID=36296 
 
For the elderly and people with disabilities with long-term care needs, income qualifying levels 
are often tied to the Supplemental Security Income (SSI) program—$674 per month in 2011 —
but income limits can be higher in states that have more liberal rules. 
 
Most states allow the “medically needy”—those with large medical or long-term care bills -- to 
deduct these costs from their gross income to reach the required income level and participate in 
Medicaid.   These criteria are usually quite stringent as most states set their medically needy 
income level at or below SSI levels.   This deduction from income can happen in a direct manner 
or it can happen indirectly by potential beneficiaries paying in a so-called "co-pay" for their 
share of the services.   This co-pay represents the amount of income above the state income 
qualification level.   This medically needy program is optional for states, however, and 21 states 
(plus the District of Columbia) do not have medically needy programs. 
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In those states that do not have medically needy programs, individuals needing nursing home 
care can be covered under the “300 percent rule”.   Under this option, individuals with income up 
to 300% of SSI ($2,022 per month in 2011), can qualify for institutional care.   Other states may 
have more stringent income rules for Medicaid qualification.   In states that apply a strict income 
rule, individuals having more than the state income limit cannot receive Medicaid assistance 
regardless of their expenses.   These states are called "income cap states." 
 
Under the Medicare Catastrophic Coverage Act, income cap states must allow those individuals 
with incomes above the cap to qualify for Medicaid if they put their excess income in a trust 
known as a “Qualifying Income Trust.”  These trusts are also known as "Miller Trusts."  States 
are able to recover funds in the trust after the person’s death. 
 
Nursing home residents who qualify as medically needy or through the 300 percent rule must 
apply the majority of their monthly income toward the cost of care, thereby reducing the amount 
that the Medicaid program must pay.   Medicaid nursing home residents may keep only a small 
personal needs allowance (between $30-$90 per month) to pay for items that are not covered by 
Medicaid, such as clothing, books, toiletries, or telephone service.  Medicaid also allows for their 
income to cover the premiums for Medicare supplement policies or Medicare advantage plans. 
 
Medicaid beneficiaries receiving home and community based services are also required to apply 
a portion of their income to the cost of care, although states may allow them to retain more of 
their income to maintain themselves at home than if they were in an institution, where Medicaid 
covers room and board.   
 
States are required to allow nursing home residents with spouses living in the community to 
retain a certain amount of income for the support of the community-residing spouse.   This set-
aside for the healthy spouse at home avoids impoverishing that spouse instead of using all of the 
household income for nursing home costs.   States may set their income limits for this spousal 
allowance within a range between $1,821.25 and $2,739 per month in 2011.  Most states use the 
lower income amount.  A few states pick the higher income amount and we are not aware of any 
states that take income between the minimum and maximum in the range.   
 
The community spouse is also allowed to receive up to an additional $546.38 a month in income 
as a housing allowance if household maintenance costs are above certain predetermined limits.  
In no case may the monthly income allowance exceed $2,739 a month.  It should be noted 
however that a request for a fair hearing from the state Medicaid department could result in more 
income for the community spouse by setting aside more than the allowable resource for that 
spouse if an argument can be made that the spouse needs the additional income.  The additional 
income would come from interest earnings on the additional resource amount. 
 
An individual needing Medicaid nursing home care must have assets less than $2,000.   A couple 
needing Medicaid nursing care must have assets less than $3,000.   When one member of a 
couple needing care in a nursing home becomes a resident, Medicaid will take a "snapshot" of 
the couple's combined resources at that point.   Resources are anything that can be converted to 
cash to pay for nursing home care.   In some states -- called 50% states -- the healthy spouse is 
allowed to keep up to half of these resources not to exceed $109,560 (for the year 2011).   In 
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50% states there is also a minimum amount that the spouse who is at home can keep disregarding 
whether it represents half of the assets or not.   If the combined resources are less than $21,912 
(for the year 2010) the healthy spouse keeps it all.   
 
In other states -- called 100% states -- the healthy spouse can keep all of the combined resources 
up to a maximum of $109,560. 
 
Many states have more lenient rules pertaining to the amount of resources that can be retained by 
the so-called community spouse and in addition, some states exclude certain types of community 
spouse assets as counting towards the resource test.    
 
In 50% and 100% states, the balance of the resources belong to the nursing home spouse and 
must be spent down to below $2,000 before Medicaid will start contributing its share of the cost.    
 
There is no requirement that the nursing home Medicaid recipient must spend his or her share of 
the resource assets on the nursing home.   The money can be spent on anything.      
 
Certain assets are not counted towards the less than $2,000 asset limit.   The following assets are 
exempt. 
 
 Personal possessions, such as clothing, furniture, and jewelry  
 One motor vehicle is excluded, regardless of value, as long as it is used for transportation of 

the applicant or a household member.  The value of an additional automobile may be 
excluded if needed for health or self-support reasons.  (Check your state's rules.)  

 The applicant's principal residence, provided if it is in the same state in which the individual 
is applying for coverage  

 Prepaid funeral plans and a small amount of cash value life insurance (note that if the life 
insurance has no cash value, any amount of life insurance can be retained) 

 Assets that are considered "inaccessible" for one reason or another 
 Assets that are used as income producing property or property used in trade or business 
 
In some states, if a single Medicaid beneficiary is not residing in the personal residence and there 
is no anticipation that person can return to his or her home, the State may require that the home 
be sold to pay for Medicaid costs.   In other states, the home can be left vacant in anticipation of 
the beneficiary returning whether the beneficiary is medically capable or not.   The beneficiary 
must sign an intent to return home document to keep the home from being sold or counting as an 
asset for the resource test.    
 
For those states that have adopted the Deficit Reduction Act of 2005, a home with equity more 
than $500,000 ($750,000 in some states) is not exempt and must be counted as an asset to qualify 
under the asset test.   These equity limits will start increasing due to inflation in the future.   This 
rule does not apply if the Medicaid applicant's spouse or another dependent relative lives in the 
home. 
  
Although mandatory for nursing home residents, states are not required to offer the spousal 
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impoverishment protections discussed above to home and community-based service waiver 
program participants.   Consequently, a substantial number of states (19) fail to offer the spouses 
of waiver participants the full level of income and/or asset protection afforded the spouses of 
nursing home residents.   Thirteen states protect neither the income nor assets of spouses of 
waiver participants, and an additional 6 states protect the assets but not the incomes of the 
community spouses of waiver participants  
 
The discussion below is based on new rules for Medicaid eligibility that were established by the 
Deficit Reduction Act of 2005.   This act was incumbent upon all states to adopt the new rules.   
Many states have already changed legislation and regulations to incorporate the new rules under 
the DRA, but a few states have not fully implemented these rules -- notably California and 
Florida.   In general, in those states that have not adopted the new rules, restrictions under the act 
discussed below are more liberal towards transferring assets and income to qualify for Medicaid. 
 
Transferring Cash Assets  
A number of people who eventually need Medicaid assistance have gifted cash or cash-
equivalent assets to their children or other members of the family either inadvertently or 
deliberately prior to applying for Medicaid.   Any transfer for less than value, whether it is a gift 
or at a reduced purchase price, is subject to a penalty from Medicaid at any time during 60 
months from the date of the gift.   The penalty is calculated by dividing the less-than-value 
amount of the transfer by the average monthly Medicaid nursing home cost in the state.   Each 
state publishes its monthly average Medicaid cost at least yearly.    
 
As an example, suppose John transferred $500,000 in an irrevocable trust to his children four 
years ago.   He received nothing in return.   Now John needs long term care in a nursing home 
and applies for Medicaid.   Because he is applying for Medicaid inside of the 60 month look 
back period for assessing a penalty, he will not qualify for Medicaid assistance until the penalty 
has been satisfied.   John has two options.   He can have his children reinstate the $500,000 back 
into his name and do away with the penalty or he can accept the penalty and have the children 
pay it out of the trust.   It's important to note here that the trust cannot be set up to pay John's 
costs nor can there be any formal verbal agreement for the children to do so.   Such arrangements 
invalidate the gift represented by the trust and Medicaid considers that the money was never out 
of John's control and therefore he must spend it all down prior to receiving Medicaid, 
irregardless of the trust. 
 
The penalty is calculated by dividing the $500,000 by the state Medicaid rate which in this case 
is $5,000 a month.   Each state has its own Medicaid rate.  The result is a period of 100 months 
or approximately 8 years where John must pay for his nursing home cost out of his own pocket 
before Medicaid will start helping him cover the cost.   When John transferred the assets he 
started the clock ticking on what is called "the look back."  This is a period of 60 months or five 
years in which Medicaid can assess the penalty if a transfer for less than value has occurred.   
After the look back has been met, Medicaid cannot assess a penalty.   
 
It is interesting to note in this example that had John waited one more year, he would not have 
incurred a penalty of 8 years from Medicaid.   It is also interesting to note that the penalty is 
longer than the look back.   If John were anticipating Medicaid within five years, it was foolish 
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for him to create an 8 year penalty with the gift.   He should have looked for some other solution 
if he thought his plan would include taking care of the penalty. 
 
Transferring a Personal Residence 
There are numerous planning strategies to transfer a personal residence in order to avoid a 
transfer for less than value or to avoid Medicaid recovery against the home.   Medicaid planning 
specialists understand the rules in their particular states for doing this. 
 
Transfers of the home may also be made under certain conditions without Medicaid penalty.   
Here are those exceptions. 
 
 transfer to the applicant's spouse  
 transfer to a child who is under age 21 or who is blind or disabled  
 transfer into a trust for the sole benefit of a disabled individual under age 65 (even if the trust 

is for the benefit of the Medicaid applicant, under certain circumstances)  
 transfer to a sibling who has lived in the home during the year preceding the applicant's 

institutionalization and who already holds an equity interest in the home  
 transferred to a "caretaker child," who is defined as a child of the applicant who lived in the 

house for at least two years prior to the applicant's institutionalization and who during that 
period provided care that allowed the applicant to avoid a nursing home stay. 

 
It is important to note that even though a transfer of the home to the community spouse out of the 
name of the Medicaid beneficiary is an exempt act, the transfer of the home from the community 
spouse to anyone else while the beneficiary is receiving Medicaid is considered a gift for less 
than value.  Doing so will disqualify the nursing home spouse for Medicaid coverage. 
 
Medicaid Recovery 
Federal Medicaid rules require states to attempt to recover all or part of that state's Medicaid 
costs for a beneficiary from the beneficiary's estate.   Recovery applies to beneficiaries age 55 
and older.   As a general rule, the only remaining assets would be the principal residence as 
generally all other assets had to be spent down.   But certain business interests and other 
inaccessible assets could also be included in an estate.   Even though some states have the legal 
right to recover assets held in any arrangement such as trusts, assets in joint tenancy or life 
estates, a few states -- currently only 13 -- only attempt recovery under probate.   In many states, 
the recovery program is underfunded and inefficient.     
 
The principal means of recovery is putting a lien against the home.   If a surviving spouse or a 
dependent child is living in the home, recovery will not take place until the house is sold or death 
occurs.   In many states, no lien is applied if the surviving spouse is living in the home.   In other 
words, the debt under recovery is forgiven. 
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VA Pension, Compensation and VA Pension with Aid and Attendance  
 
"Aid and attendance" is a commonly used term for a little-known veterans' disability income.  
The official title of this benefit is "Pension." The reason for using "aid and attendance" to refer to 
Pension is that many veterans or their single surviving spouses can become eligible if they have a 
regular need for the aid and attendance of a caregiver or if they are housebound.  Evidence of 
this need for care must be certified by VA as a "rating." With a rating, certain veterans or their 
surviving spouses can now qualify for Pension.  Pension is also available to low income veteran 
households without a rating, but it is a lesser dollar amount.   
 
Pension Is One of Two Disability Income Benefits from VA 
The Department of Veterans Affairs offers two disability income benefits for veterans who 
served on active duty. 
 
The first of these benefits -- Pension -- is discussed briefly in the paragraph above.  The 
purpose of this benefit is to provide supplemental income to disabled or older veterans who have 
a low income.  Pension is for war veterans who have disabilities that are not connected to their 
active-duty service.  If the veteran’s income exceeds the Pension amount, then there is no award.  
However, income can be offset by unreimbursed medical expenses, and this allows veterans with 
household incomes larger than the Pension amount to qualify for a monthly benefit.  There is 
also an asset test to qualify for Pension. 
 
The second disability income benefit is called "Compensation" and it is designed to award the 
veteran a certain amount of monthly income to compensate for potential loss of income in the 
private sector due to a disability or injury or illness incurred in the service.  In order to receive 
Compensation, a veteran has to have evidence of a service-connected disability.  Most veterans 
who are receiving this benefit were awarded an amount based on a percentage of disability 
shortly after they left the service.  There is generally no income or asset test for most forms of 
Compensation and the benefit is nontaxable. 
 
Some veterans may have record of being exposed to extreme cold, having an inservice, 
nondisabling injury, having tropical diseases or tuberculosis or other incidents or exposures that 
at the time may not have caused any disability but years later have resulted in medical problems.   
Under certain circumstances, claims can be made years later.   Other veterans from the Vietnam 
era may have been in-country and presumed exposed to Agent Orange.   Disabilities or medical 
conditions related to this exposure may occur many years later.   Agent orange claims can be 
made anytime during a person's lifetime. 
 
Most elderly veterans, who never applied for compensation, may not realize they can apply many 
years after leaving the service.  In fact, VA recognizes this issue and in 2006 conducted an 
outreach program to these veterans in five selected states with low elderly Compensation 
enrollment and ended up adding an additional 8,000 beneficiaries to the roles.   
 
Some veterans may be receiving Compensation but their condition has worsened.  They can 
reapply and get a larger amount based on a higher disability rating.  In fact, in 2007, VA 
experienced twice as many cases of existing compensation reopened for new consideration 
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compared with new first-time claims.  In 2007, 216,000 new claims for Compensation were 
received; whereas, 448,000 claims for reconsideration of existing Compensation benefits were 
received. 
 
Compensation and Pension claims are submitted on the same form and VA will consider paying 
either benefit.   Most recently, VA has designed a form for each of these benefits exclusively 
which has cut down considerably on confusion and extra paperwork.   If a claimant is awarded 
both benefits, the claimant can only receive one of them.  Generally, for applications associated 
with the cost of home care, assisted living or nursing home care, the Pension benefit results in 
more income. 
 
Of the two benefits, Compensation provides 10 times more total income and covers 6 times more 
beneficiaries than Pension.  In 2007, Compensation paid out to 3,116,728 beneficiaries totaled 
$34,750,690,000 and Pension paid out to 523,824 beneficiaries totaled $3,671,997,000.   
 
Compensation is a rapidly growing program and VA estimates that approximately 35% of all 
veterans currently or in the future leaving the service will eventually submit a claim for 
Compensation benefits.  Compensation is already a major government entitlement program and 
currently chews up 45% of the entire VA budget.  In years to come, it will continue to become a 
larger proportion of the Veterans Affairs and federal budget. 
 
There are also several death benefit variations of the two disability incomes for single surviving 
spouses or dependent minor children or adult dependent children.  We will not discuss the death 
benefits related to service-connected disability but instead will discuss in the ensuing sections 
below the Death Pension benefit. 
 
Pension for Veterans with Low Income, Little Savings and Few Investments  
Although the Veterans Administration does not differentiate between various Pension applicants, 
there are, in practice, two kinds of Pension applications.  The first type of application or claim, as 
it's called by VA, deals with veteran households that do not generally require the rating 
mentioned above in order to receive a benefit or as VA calls it, an award.  These applicants will 
have household income less than the monthly allowable Pension rate.  In addition, they will have 
very little in savings or investments.  And, with no ratings, the size of their Pension awards will 
be much smaller.   
 
It is our opinion that most veterans or their surviving spouses, receiving Pension, are in this 
category.  We believe this is true for several reasons.  One reason is that Veterans Service 
Representatives in the local regional office, who deal with the public, will tell callers that 
Pension is only available to veteran households with low income.  VSR's turn away a lot of 
potential applicants.  This is probably because these employees are not trained sufficiently to 
understand the special case of veterans with higher income and high long term care costs.   
 
A second reason is that callers will be told -- if they have significant savings or investments -- 
they will not qualify as well.  It is possible to give away assets in order to qualify for Pension.  
Naturally, Veterans Service Representatives will not mention this as an option.   
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A third reason is that veterans with higher income and significant assets generally don't know 
they can qualify for Pension under certain conditions.  No one has ever told them.  As a result, 
they never apply.   
 
A compelling fourth reason is that most people don't know the aid and attendance Pension 
benefit (includes A&A allowance) can help cover home care costs paid to any person or 
professional providers.  Most people don't attempt to apply until they have become single and 
enter a nursing home where VA refuses to pay the full benefit if the single claimant is eligible for 
Medicaid.   
 
The table below, labeled "Exhibit 3.3," is from a study conducted for VA to determine how 
many veterans might apply for Pension in coming years.  The subjects of this report are most 
likely veterans with low household income and few assets.  This group would be included 
because it is easy to research their demographics in government statistical reports.  Those veteran 
households with higher income and high long term care costs would not show up in this report 
because it is difficult to predict how many veteran households will actually need long term care 
and what those costs might be.   
 
It is apparent from the report that only about 28% of the eligible veteran households will actually 
apply for and receive Pension over the next seven years.  It also appears from the study, that even 
for those households where Pension naturally fits, VA is not doing a good job of educating 
potential beneficiaries about this benefit or more would be applying.   
 
In fact, the 2008 federal operating budget requested by Veterans Affairs shows a decline in the 
number of people applying for Pension; whereas, based on the table below, the program should 
be serving more than 3 1/2 times as many people as it does now.   
 
VA wants to get the word out and in January of 2007, VA Secretary Jim Nicholson issued a 
news release that was carried by many major papers about this benefit.  State Veterans Affairs 
departments also want the public to know about Pension, but lacking advertising budgets, they 
are not very effective at letting people know.   
 
The table below does not reflect the number of surviving spouses of eligible veterans or their 
dependent children who are also eligible for a lesser Pension benefit called "Death Pension." In 
2005, approximately 207,000 of these eligible beneficiaries were also receiving Death Pension 
payments from VA, in addition to the 331,000 estimated living veteran beneficiaries.    
 
According to the US Statistical Abstract, the actual number of living veteran beneficiaries in 
2005, receiving Pension, was 336,000.   This is actually pretty close to the estimate made by the 
survey company.   Unfortunately, the survey will probably miss the mark for 2010.   The number 
of veteran beneficiaries is estimated to decline between 2005 and 2010 but in 2008 there were 
already 316,000 veterans actually receiving pension.   Extrapolating over the next two years to 
2010 means there will be more veterans receiving pension than estimated. 
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The following was taken from a survey by ORC Macro Economic Systems Inc., Hay Group, 
December 22, 2004 called "VA Pension Program Final Report" 
http://www1.va.gov/op3/docs/Pension.pdf  
 
 
 
 
Pension for Veterans Who Require a Rating for "Aid and Attendance" or "Housebound" 
in Order to Receive an Award  
This is the second type of VA application generally submitted for a claim.  Claimants in this 
category often have income above the maximum Pension rate and they may also have significant 
savings or investments.  Typically, this category of application requires a potential beneficiary to 
be paying for ongoing and expensive long term care or other medical costs.   
 
 
A Much Larger Number of Potential Pension Beneficiaries 
For veteran households receiving expensive long term care services and whose incomes exceed 
maximum Pension rates, a rating is almost always necessary in order to receive a benefit.  In 
most cases, without a rating, there is no benefit.   
 
 
A Much Larger Group of Potential Pension Beneficiaries 
Because we believe the study above does not include an estimate for individuals requiring future 
VA disability ratings, we offer evidence that there is a significantly larger category of potential 
Pension beneficiaries.  This group of eligible veterans or their survivors is about 10 times larger 
than the one million or so anticipated eligible beneficiaries covered by the study and expected to 
be awarded over the next four years.  On the other hand, this larger group of roughly 10 million 
potential Pension beneficiaries can only receive an award under certain special conditions and 
typically only if they receive a rating.   
 
Receipt of a Pension benefit for this larger group is generally dependent upon whether these 
people have a need for long term care services.  But, based on the incidence of long term care in 
an older population, at least 60% to 80% of this larger group might have a good chance of 
qualifying for Pension sometime during their remaining years.   
 
The table below examines this sizable group of potential beneficiaries and also compares them to 
the smaller group in "Exhibit 3.3" above.  Estimates of the number of survivor beneficiaries in 
the table below were based on the percentage of that group actually receiving benefits over the 
number of living veterans actually receiving the benefit.  Data for this table were taken from the 
2010 Statistical Abstract of the United States for the most recent years of 2008 and from VA's 
most recent census of living veterans.   
 
What is surprising about these numbers is that a quarter of all people -- 25 % -- in this country, 
over the age of 65, have a potential for receiving a Pension benefit.  That's how many war 
veterans or their survivors there are in the US.   
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The potential for receiving a benefit is huge.  But, in actuality, only 5.1% of this large population 
of potential beneficiaries was actually receiving a benefit in 2008.  This is truly astounding and 
appalling!   Someone needs to do a much better job of getting the word out.   
 

 
 
Eligibility Rules for Pension  
To receive Pension, a veteran must have served on active duty, at least 90 days, during a period 
of war.  There must be an honorable discharge or a discharge for any other reason other than 
dishonorable.  Single surviving spouses of such veterans are also eligible.  If younger than 65, 
the veteran must be totally disabled.  If age 65 and older, there is no requirement for disability.  
There is no disability or age requirement for a single surviving spouse.   
 
The veteran household cannot have income -- adjusted for unreimbursed medical expenses -- 
exceeding the Maximum Allowable Pension Rate-- MAPR -- for that veteran's Pension income 
category.  If the adjusted income exceeds MAPR, there is no benefit.  If adjusted income is less 
than the MAPR, the veteran receives a Pension income that is equal to the difference between 
MAPR and the household income adjusted for unreimbursed medical expenses.  The Pension 
income is calculated, based on 12 months of future household income, but paid monthly.   
 
 
 
 
 
 
 
 

War Veterans Age 65 and Older and Survivors As a Percentage of All People over 65 -- 2010 

 Age 65 and Older Veterans of World War II   1,761,085 

 Age 65 and Older Veterans of Korea   2,041,606 

 Age 65 and Older Veterans of Vietnam   2,450,785 

 Estimated Number of Surviving Spouses of These Veterans   3,878,739 

 Total of All Senior Veterans Plus Spouses 2010 Estimate  10,132,216 

 US Population Age 65 and Older 2010 Estimate   40,228,712 

 Potential Elderly and Survivor Beneficiaries As a Percent of Total US Population 65 and Older  25.2% 

 Living Veterans Receiving Pension 2008   316,000 

 Estimated Surviving Spouses of Veterans Receiving Pension 2008   196,000 

 Total War Veteran Pension Beneficiaries 2008   512,000 

 Percent of Elderly and Survivor Potential Beneficiaries Actually Receiving Pension 2008  5.1% 
   

VetPop 2007 is VA's latest official estimate and projection of the Veteran Population 
and their characteristics from 4/1/2000 to 9/30/2036 projected as of 9/30/2006 

Estimates of Pension Beneficiaries Taken from the US Statistical Abstract 2010 
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The Special Case for Long Term Care Costs  
A special provision for calculating Pension income, allows household income to be reduced by 
12 months worth of estimated future, recurring medical expenses.  Normally, income is only 
reduced by medical expenses incurred in the month of application.  These allowable, estimated 
annualized medical expenses are such things as insurance premiums, the cost of home care, the 
cost of paying any person to provide care, the cost of adult day care, the cost of assisted living 
and the cost of a nursing home facility.  In most cases, large portions of these expenses are only 
deductible if there is a rating.   
 
This special provision can allow veteran households earning more than the annual MAPR to 
qualify for Pension.  As an example, a veteran household earning $6,000 a month could still 
qualify for Pension if the veteran is paying $4,500 to $6,000 a month for nursing home costs.  
The applicant must submit appropriate evidence for a rating and for recurring costs in order to 
qualify for this special provision.  VA normally does not tell applicants about this special 
treatment of medical expenses or how to qualify for it.   
 
Dealing with Assets That May Disqualify the Applicant  
There is also an asset test to qualify for Pension.  Any asset or investment that could be easily 
converted into income might disqualify the claimant.  An asset ceiling of $80,000 is often cited 
in the media as being the test.  The $80,000 has to do with VA internal filing requirements and is 
not an actual test.  In reality, there is no dollar amount for the test and any level of assets could 
block the award.  The asset test ultimately becomes a subjective decision made by the veterans 
service representative, processing the application.   
 
A home, used as a residence, vehicles and difficult-to-sell property are generally excluded from 
the asset test.  VA will allow assets to be transferred or converted to income in order to meet the 
asset test.  There is no look back penalty for transferring assets as there is with Medicaid.  There 
are specific rules governing transfers of assets and what constitutes income from assets and it 
must be done correctly.   
 
The Rating  
A rating for "aid and attendance" or "housebound" allows VA to pay additional benefits beyond 
the regular Pension benefit ceiling in order to help cover the additional costs associated with 
added disabilities.  A rating for these allowances is determined by a veteran service 
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representative who has been trained to recognize from medical reports and interviews whether 
the veteran or his surviving spouse needs the additional care.   
 
Determinations of a need for aid and attendance or housebound benefits may be based on 
medical reports and findings by private physicians or from hospital facilities.  Authorization of 
aid and attendance benefits without a rating decision is automatic if evidence establishes the 
claimant is a patient in a nursing home.  Aid and attendance is also automatic if the claimant is 
blind or nearly blind or having severe visual problems.   
 
According to 38 CFR Part Three, the following criteria are used to determine the need for aid 
and attendance:  
 
 inability of claimant to dress or undress himself (herself), or to keep himself (herself) 

ordinarily clean and presentable;  
  frequent need of adjustment of any special prosthetic or orthopedic appliances which by 

reason of the particular disability cannot be done without aid (this will not include the 
adjustment of appliances which normal persons would be unable to adjust without aid, such as 
supports, belts, lacing at the back, etc.);  

  inability of claimant to feed himself (herself) through loss of coordination of upper 
extremities or through extreme weakness;  

  inability to attend to the wants of nature;  
 or incapacity, physical or mental, which requires care or assistance on a regular basis to protect 

the claimant from hazards or dangers incident to his or her daily environment.   
 
Not all of the disabling conditions in the list above are required to exist before a favorable rating 
may be made.  The personal functions which the veteran is unable to perform are considered in 
connection with his or her condition as a whole.  It is only necessary that the evidence establish 
that the veteran is so helpless as to need "regular" (scheduled and ongoing) aid and attendance 
from someone else, not that there be a 24-hour need.   
 
"Bedridden" is a definition that allows a rating for aid and attendance by itself.  "Bedridden" is a 
condition which requires that the claimant remain in bed.  A person who has voluntarily taken to 
bed or who has been told by the doctor to remain in bed will not necessarily receive the favorable 
rating for aid and attendance.  There must be an actual need for personal assistance from others.   
 
Housebound means "permanently housebound by reason of disability or disabilities."  This 
requirement is met when the veteran or his or her widow is substantially confined to his or her 
dwelling and the immediate premises or, if institutionalized, to the ward or clinical area and it is 
reasonably certain that the disability or disabilities and resultant confinement will continue 
throughout his or her lifetime. 
  
A person who cannot leave his immediate premises unless under the supervision of another 
person is considered housebound.  This might include the inability to drive because of the 
disability.   
 
A housebound rating does not mean a person needs to be confined to a personal residence.  It can 
apply to any place where the person is living whether in a facility or in the home of someone 
else.   
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In order to receive one of these ratings the claimant must check the "Yes" box on VA Form 21-
526 (claim for a living veteran) or VA Form 21-534 (claim for death Pension from a surviving 
spouse) that states:  "Are you claiming a special monthly Pension because you need the regular 
assistance of another person, are blind, nearly blind, or having severe visual problems, or are 
housebound?" Failure to check this box may result in no rating and in some cases a denial of the 
claim as well as a loss of the rating allowance. 
   
Medical evidence for a rating for "aid and attendance" or "housebound" for living arrangements 
other than a nursing home should be submitted with the application to avoid a delay in the 
approval process.  Waiting for the regional office to order medical records is a time-consuming 
process, mainly because doctors’ offices don't respond quickly to these kinds of requests. 
  
How Pension Is Calculated  
The monthly award is based on VA totaling 12 months of estimated future income and 
subtracting from that 12 months of estimated future, recurring and predictable medical expenses.  
Allowable medical expenses are reduced by a deductible to produce an adjusted medical expense 
which in turn is subtracted from the estimated 12 months of future income.   
 
The new income derived from subtracting adjusted medical expenses from income is called 
"countable" income and then adjusted to zero if less than zero and called IVAP (Income for 
Veterans Affairs Purposes).  This adjusted income is then subtracted from the Maximum 
Allowable Pension Rate -- MAPR -- and that result is divided by 12 and rounded down to 
determine the monthly income Pension award.  This award is paid in addition to the family 
income that already exists.  See examples below.   
Example #1 -- Veteran is in assisted living with aid and attendance allowance.  Monthly family 
income is $4,000 a month.  Spouse is living at home.  Unreimbursed medical expenses include 
prescription drugs, Medicare premiums, Medicare supplement premiums, and 12 months of 
prospective assisted living monthly costs.  Family meets the asset test.   

 
Total 12-month future, estimated family income from all sources $48,000 

Less future unreimbursed medical expenses adjusted for 5% of MAPR $39,600 

Total countable income $8,400 
  

Couples MAPR with the aid and attendance allowance $23,396 

Less household adjusted countable income or IVAP $8,400 

Yearly pension award $14,996 

Monthly pension award (yearly divided by 12 and rounded down) $1,249 
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Example #2 -- Veteran receiving paid home care with aid and attendance allowance.  Monthly 
family income is $1,900 a month.  Unreimbursed medical expenses include prescription drugs, 
Medicare premiums, Medicare supplement premiums, and 12 months of prospective home health 
aide monthly costs.  Family meets the asset test.   

 
 

Total 12-month future, estimated family income from all sources  $22,800  

 Less future unreimbursed medical expenses adjusted for 5% of MAPR  $23,760  

Total countable income  ($960) 

    

 Couples MAPR with the aid and attendance allowance  $23,396  

 Less household adjusted countable income or IVAP  $0  

Yearly pension award  $23,396  

 Monthly pension award (yearly divided by 12 and rounded down)  $1,949 
  

 
Example #3 -- Surviving spouse receiving paid home care with aid and attendance allowance.  
Monthly income is $850 a month.  Unreimbursed medical expenses include prescription drugs, 
Medicare premiums, Medicare supplement premiums, and 12 months of prospective home health 
aide monthly costs.  Surviving spouse meets the asset test.   
 
 

Total 12-month future, estimated family income from all sources  $10,200  

 Less future unreimbursed medical expenses adjusted for 5% of MAPR  $12,000  

Total countable income  ($1,800) 

    

 Couples MAPR with the aid and attendance allowance  $12,681  

 Less household adjusted countable income or IVAP  $0  

Yearly pension award  $12,681  

 Monthly pension award (yearly divided by 12 and rounded down)  $1,056 
 
 
Rationale for Allowing Future, Annualized Deductions 
The following is quoted from VA manual 21-1: 
"The basic theory underlying improved Pension is that during any given month a beneficiary's IVAP plus VA 
Pension benefits will establish a given level of income (the MAPR).  To make the program conform more closely to 
its basic theory, certain expenses paid by a beneficiary are taken into consideration in arriving at the individual's 
IVAP.  Most deductible expenses are allowed as deductions from otherwise net countable income.  However, certain 
deductible expenses are allowed only as deductions from specific income.  See paragraph 16.35." 
 
“Then unreimbursed medical expenses that exceed 5 percent of the applicable maximum annual Pension rate 
(MAPR) are deductible.  Note: In determining the 5 percent deductible, include additional benefits for dependents 
and the WWI/MBP supplement in the MAPR.  Do not include additional benefits for Aid and Attendance or 
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Housebound status in the MAPR.  ..." 
 
"In most instances, the medical expense deduction is allowed after the fact.  However, if a claimant has consistently 
recurring unreimbursed medical expenses (for example, a nursing home patient), it may be possible to allow the 
medical expense deduction on a continuing basis." (This means certain recurring expenses can be counted 
for the 12-month future benefit period.) 
 
Authority for Allowing Prospective, Annualized, Recurring Medical Expenses 
38 CFR 3.272 (g) Exclusions from income; Medical Expenses.  Within the provisions of the following paragraphs, 
there will be excluded from the amount of an individual’s annual income any unreimbursed amounts which have 
been paid within the 12-month annualization period for medical expenses regardless of when the indebtedness was 
incurred.  An estimate based on a clear and reasonable expectation that unusual medical expenditure will be realized 
may be accepted for the purpose of authorizing prospective payments of benefits subject to necessary adjustment in 
the award upon receipt of an amended estimate, or after the end of the 12-month annualization period upon receipt 
of an eligibility verification report. 
 
In order to receive a deduction for unreimbursed medical expenses and to adjust the claimant's 
countable income the following must apply. 
 
 The beneficiary actually has to be paying the expenses or be the responsible person for paying 

future expenses. 
 The beneficiary will receive no reimbursement for the expenses from insurance or any other 

source. 
 The expenses were paid on behalf of someone in the household not necessarily for the 

beneficiary of the Pension. 
 Expenses were paid or intended to be paid in the future after the date of entitlement.   
 Expenses must exceed 5% of MAPR  
 
Evidence of Medical Expenses  
Proof of all medical expenses including recurring expenses to be annualized for the 12 month 
future benefit period must be submitted to the regional office.  Photocopies of invoices or 
statements on the provider's letterhead are acceptable. 
 
Evidence of payment should include the following: 
 
 The amount paid 
 The date payment was made 
 The purpose of the payment (the nature of the product or service provided) 
 The name of the person to or for whom the product or service was provided 
 Identification of the provider to whom payment was made. 
 
The application form for Pension provides only a few lines for detailing medical costs.  The form 
suggests adding a separate page if more detail is required.  In actuality, the application form 
provides no information and no hints that certain medical costs can be annualized to calculate the 
Pension benefit.  One simply has to know that this is the case and how to do it.  This is one of the 
well-kept secrets of applying for Pension.   
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Your veterans benefits consultant can provide a form that appropriately details the long term care 
costs and a form for insurance premium costs identified in the list above.  Copies of statements 
and contracts should also accompany these forms. 
 
A number of veterans service organizations feel it is important for the claimant and other 
members in the claimant's household--who are claiming medical expenses--to sign a statement 
verifying those out-of-pocket costs.    
 
In Most Cases, Medical Expenses Are Only Annualized if There Is Also a Rating.   
If the claimant is a patient in a nursing home, VA will automatically grant the aid and attendance 
allowance, and it will not have to be reviewed by a rating service representative.  Evidence is 
required from the nursing home that the claimant is a patient.   
 
It is important to differentiate between a "patient" in a nursing home and a "resident" in a nursing 
home.  It is very rare these days for someone to be in a nursing home and not need help with 
activities of daily living, medical attention, or supervision because of mental incapacity.  But it 
sometimes happens.  The person who is only receiving room and board in a nursing home cannot 
deduct expenses of the nursing home nor receive an aid and attendance rating.   
 
Medical evidence for a rating for "aid and attendance" or "housebound" for living arrangements 
other than a nursing home should be submitted with the application to avoid a delay in the 
approval process.  Waiting for the regional office to order medical records is a time-consuming 
process, mainly because doctors offices don't respond quickly to these kinds of requests.   
 
As a restatement of the requirements above:  In addition to medical evidence submitted for a 
rating, applicants must also submit evidence of actually paying for care in assisted living or at 
home and for the recurring costs of insurance premiums.  In other words, arrangements for 
providing care or insurance costs must already be implemented and contract for payment or 
actual payment must have been arranged before the regional office will consider allowing claims 
for unreimbursed medical expenses. 
 
Most families make the mistake of applying too soon -- before care arrangements have been 
made -- and may end up with a denial of the claim or drag out the process many months longer 
than it should take. 
 
Using Aid and Attendance to Pay Any Person for Care in the Home 
Most people who have heard about Pension know that it will cover the costs of assisted living 
and, in some cases, cover nursing home costs as well.  But the majority of those receiving long 
term care in this country are in their homes.  Estimates are that approximately 70% to 80% of all 
long term care is being provided in the home.  All of the information available about Pension 
overlooks the fact that this benefit should be used to pay for home care.  Maybe if more people 
knew this fact, more people would be applying for the benefit. 
 
It also comes as a surprise to most people that VA will allow veterans’ households to deduct the 
annual cost of paying any person such as family members, friends or hired help for care when 
calculating the Pension benefit.  This annual cost is then used to calculate the benefit based on a 
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new "countable income" and allows families earning more than the pension benefit to receive a 
disability income from VA. 
 
This extra income can be a welcome benefit for families struggling to provide eldercare for loved 
ones at home.  Under the right circumstances, this annualized medical expense for the cost of 
family members, friends or any other person providing care, could create an additional 
household income of up to $1,056 a month for a single surviving spouse of a veteran, up to 
$1,644 a month for a single veteran or up to $1,949 a month for a couple. 
 
If the disabled care recipient has been rated "housebound" or in need of "aid and attendance" by 
VA, all fees paid to an in-home attendant will be allowed as long as the attendant provides some 
medical or nursing services for the disabled person.  The attendant does not have to be a licensed 
health professional.  Services of licensed home care providers can be deducted without any need 
for a rating but the pension award is a lesser amount. 
 
It is our understanding that a non-licensed in-home attendant could be just about anyone 
receiving pay for providing services.  This might be members of the family, friends, or someone 
hired to live in the home.  Examples of medical or nursing services would be help with activities 
of daily living such as dressing, bathing, toileting, ambulating, feeding, diapering and so on.  
Other services might include medication reminders or supervision necessary to provide a 
protective environment for the care recipient -- in the case of dementia or Alzheimer's. 
 
All reasonable fees paid to the individual for personal care of the disabled person and 
maintenance of the disabled person's immediate environment may be allowed.  This includes 
such services as cooking and housecleaning.  It is not necessary to distinguish between "medical" 
and "non-medical" services.  Services which are beyond the scope of personal care of the 
disabled person and maintenance of the disabled person's immediate environment may not be 
allowed.  This might include paying the bills, providing transportation for other family members, 
cooking and cleaning for other family members, providing entertainment, providing 
transportation for personal needs other than medical and so on. 
 
For a disabled person who has been rated, a family member may be considered an in-home 
attendant, but that family member has to be paid for services duly rendered.  There is potential 
for fraud here where a family member may move into the home and ostensibly receive payment 
as a caregiver but not actually provide the level of care paid for.  Documentation for this care 
must be provided to VA, and it is reasonable for VA to question whether the services being 
purchased from a family member living in the household are legitimate.  Such arrangements 
should be extensively documented and completely arm's-length. 
 
The care arrangements and payment must be made prior to application and there must be 
evidence that this care is needed on an ongoing and regular basis.  We recommend a formal care 
contract and weekly invoice billing for services.  Money must exchange hands and there must be 
evidence of this.  All of this documentation must be provided as proof to VA when making 
application for the pension benefit.  Costs for these services must be unreimbursed; meaning 
these costs are not paid by insurance, by contributions from the family or from other sources. 
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Let's look at the following example. 
Michelle, who is a divorced mother of two teenagers, moves in with her mother.  Michelle's 
mother, Carla, has recently had a stroke and needs supervision and help.  In order to take care of 
her mother, Michelle cannot maintain full employment outside of the home.  She has found a 
company that will let her work at home on her computer but it is not full time employment and it 
does not pay well.   
 
Michelle has expenses she needs to cover for existing debts and to support her two teenage 
children.  She does not have housing costs but does consume additional food and utilities 
resources due to her presence and her children being in the home.  She also incurs transportation 
costs for her car, running errands, shopping for the household, taking Carla to doctor’s 
appointments and transporting her children. 
 
Carla’s household income is $1,400 a month which consists of Social Security and a small 
Pension.  She has about $20,000 in savings in the bank.  She owns her home and a car.  
Michelle's and Carla’s combined income is just not enough to make ends meet for both families. 
 
Carla is the single surviving widow of a Korean veteran.  Michelle has heard of a veterans 
benefit consultant who helps families in this predicament obtain the Pension benefit.  Michelle 
meets with the consultant and he suggests that Michelle and her mother establish a contract for 
care and that Carla pay her daughter $1,300 a month to provide care.  He then suggests 
submitting a claim for a Death Pension for Carla.  The consultant makes sure a legitimate arm's-
length agreement is written up and that the care services and payments to Michelle are accurately 
documented. 
 
In order for these payments to Michelle to count towards a Pension award, Carla must have a 
rating from the VA for "aid and attendance" or "housebound." The consultant provides forms and 
advice to guide Michelle and her mother through the application process.  He makes sure that all 
of the required documentation is in place before the application is submitted.  He reviews all 
documentation and the completed form, which Michelle and her mother have filled out, before 
sending them to a state veterans service officer for the final submission.   
 
If VA allows annualization of the cost of the care contract in calculating the Pension benefit, 
Michelle's mother should receive an award.  In calculating Pension, Michelle's $1,300 a month 
contract payment should be annualized and subtracted from her annual income.  An additional 
medical deduction is included for Carla's $200 a month payments for Medicare Part B, Medicare 
Part D and a Medicare supplement policy.   
 
This additional amount should be annualized and also subtracted from Carla's income.  Both the 
contract payments and the insurance premiums are adjusted for 5% of MAPR before being 
subtracted from Carla's income.  Her new "countable" income will be negative and subtracting 
that new income from the MAPR will allow Carla to receive the maximum Pension benefit for 
her rating category. 
 
After five months, VA awards Carla $1,056 a month in additional Pension income.  Her total 
income is now $2,376 a month.  VA also awards a total of four months of benefit, payable 
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retroactively to the first day of the month following the month in which the application was 
received in the regional office. 
 
Conclusion 
Depending on household income and the amount of the care contract and the amount of VA 
Pension income, these types of care arrangements could be a welcome addition for families 
struggling to provide care for their loved ones at home.  Family care providers, on contract with 
their loved ones, do not have to be residing in the home.  Caution should be exercised that these 
are indeed legitimate contracts and care provider arrangements and there are no behind-the-
scenes transfers of monies. 
 
Using Aid and Attendance for Professional Home Care Services 
 
Annualization of Home Care Costs 
Medical expenses for professional home care aides are allowed prospectively for annualization if 
those expenses are reasonably predictable.  The evidence would also have to show that the need 
for care is ongoing and regular.  Expenses may be allowed whether the care recipient has a rating 
for aid and attendance or housebound or is not rated.  However, deductible payments to a non-
rated beneficiary are more restrictive. 
 
Evidence must be submitted indicating an ongoing need for the care and the level of care in order 
for the Veterans Service Representative to consider the medical expense as recurring and eligible 
to be annualized.   Also a copy of a contract between the provider and the recipient, covering at 
least a year, and outlining the provisions and the cost should be submitted to prove the intent of 
the care recipient and the provider. 
 
The non-veteran spouse of a living veteran may also be eligible for annualization of home health 
aide costs 
 
VA will not rate a non-veteran spouse of a living veteran for "aid and attendance" or 
"housebound" and even though the spouse’s home care medical expenses might be annualized to 
produce a benefit, the Pension award will be much smaller without the allowance for a rating.  
Of course, a death Pension claim is different because the surviving spouse can receive a rating in 
that case. 
 
Home Care Recipient Is Not Rated  
Payments for care at home for a recipient who is not rated for housebound, or aid and attendance 
are only allowed for annualization if made to a licensed health professional.  The term "licensed 
health professional" refers to an individual licensed to furnish health services by the state in 
which the services are provided.  The term includes registered nurses, licensed vocational nurses 
and licensed practical nurses.  Some states also license non-medical home care providers to 
provide services as well.   
 
All reasonable fees paid to the licensed health professional for personal care of the disabled 
person and maintenance of the disabled person's immediate environment may be allowed.  This 
includes such services as cooking for the disabled person and housecleaning for the disabled 
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person.  It is not necessary to distinguish between "medical" and "nonmedical" services.  
However, services which are beyond the scope of personal care of the disabled person and 
maintenance of the disabled person's immediate environment may not be allowed. 
 
Services beyond the scope might be services such as driving the veteran's spouse to 
appointments, paying bills, answering the phone, providing shopping errands for the household, 
and so on.  If an hourly rate is being paid to the home care provider, a portion of this rate may be 
disallowed for services beyond the scope of personal care. 
 
Care Recipient Is Rated for "Aid and Attendance" or "Housebound" 
If the disabled care recipient has been rated "housebound" or in need of "aid and attendance" by 
VA, all fees paid to an in-home attendant will be allowed as long as the attendant provides some 
medical or nursing services for the disabled person.  The attendant does not have to be a licensed 
health professional. 
 
All reasonable fees paid to the individual for personal care of the disabled person and 
maintenance of the disabled person's immediate environment may be allowed.  This includes 
such services as cooking for the disabled person and housecleaning for the disabled person.  It is 
not necessary to distinguish between "medical" and "nonmedical" services.  However, as with an 
unrated beneficiary, services which are beyond the scope of personal care of the disabled person 
and maintenance of the disabled person's immediate environment may not be allowed. 
 
For a disabled person who has been rated, a family member may be considered an in-home 
attendant, but that family member has to be paid for services duly rendered.  There is potential 
for fraud here where a family member may move into the home and ostensibly receive payment 
as a caregiver but not actually provide the level of care paid for.  Documentation for this care 
must be provided to VA, and it is reasonable for VA to question whether the services being 
purchased from someone living in the household are legitimate.   
 
Documentation of Home Care Expenses 
If the fees for an in-home attendant are an allowable expense, receipts or other documentation of 
this expense are required.   
 
Documentation includes any of the following: 
1.  a receipt bill 
2.  statement on the provider’s letterhead 
3.  computer summary 
4.  ledger, or 
5.  bank statement. 
 
The evidence submitted must include: 
1.  the amount paid 
2.  the date payment was made 
3.  the purpose of the payment (the nature of the product or service provided) 
4.  the name of the person to or for whom the product or service was provided 
5.  identification of the provider to whom payment was made. 
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Using Aid and Attendance to Pay for Assisted Living 
These facilities are not categorized by VA as nursing homes.  As such, annualization of costs and 
a rating are not automatic.  If the beneficiary is not rated, the service representative will only 
allow recurring unreimbursed medical expenses for specific medical care provided by licensed 
health professionals.  Costs for room and board or custodial care cannot be applied.   
 
On the other hand, if a beneficiary residing in one of these living arrangements has been rated a 
need for "aid and attendance" or "housebound", VA will allow all reasonable costs -- including 
room and board -- to be counted as prospective, annualized medical expenses as long as a portion 
of these costs are used  for "medical care."  "Medical care" is VA-speak for assistance provided 
with activities of daily living, medication management, providing a protected environment and 
other activities that caregivers would provide.  Medical care as used by VA does not mean what 
it means outside of the VA system. 
 
With a rating, the providers do not have to be licensed.  In the case of Alzheimer's, the 
physician's statement used for a rating must indicate the person needing care must be in a 
protective environment; otherwise, only medical costs are covered.  Applying for a rating is 
discussed in a previous section above.  All reasonable costs would include room and board as 
well as other unreimbursed billable services. 
 
The director of the facility must sign a statement verifying the type of care being given and the 
fact that the person receiving the care is expected to remain a resident in the facility.    
 
There may be a possibility of a non-veteran spouse of a living veteran receiving annualized 
credit for recurring costs of non-nursing home facility care.   Only the veteran can receive a 
rating for aid and attendance or housebound and the application goes through the veteran.   In 
some cases, if the veteran has medical problems, even though the costs are being generated by 
the spouse, VA may grant the veteran a rating.   Without a rating, there is no allowance and the 
benefit is smaller. 
 
A special provision in the rules allows the equivalent of a rating for the non-veteran spouse.  A 
doctor must sign a statement that the spouse must be maintained in a "protected environment" 
due to that person's medical condition.  This makes room and board deductible for assisted 
living.  This special rule does not provide an allowance for a rating and as such the benefit will 
be smaller. 
 
Using Aid and Attendance to Pay for a Nursing Home 
For a potential beneficiary in a nursing home, the application for Pension is very straightforward.  
The claimant simply has to check the box on VA 21-526 or VA 21-534 that he or she is a patient 
in a nursing home and provide evidence for that.  An award, including an aid and attendance 
allowance from VA, is almost always forthcoming without any additional requirements relating 
to a rating.  Nursing home costs are also automatically annualized.   
 
Unfortunately, in most cases, Pension does not work well for paying the costs of a nursing home.  
This is because the amount of Pension income is rarely enough to cover the difference between 
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the cost of the nursing home and the beneficiary's income.  On the other hand, Medicaid will 
cover this difference in cost and in most cases Medicaid is a better alternative to Pension.   
 
Eligibility for Medicaid causes difficulty for those beneficiaries who also want to receive 
Pension income in a nursing home.  For a single person in a nursing home, VA refuses to pay the 
full Pension benefit if that person is eligible for Medicaid and will only pay $90 a month towards 
nursing home costs.  For a beneficiary with a spouse at home, the combination of Pension and 
Medicaid may not work due to Medicaid rules.  Finally, if assets have to be gifted in order to 
qualify for Pension, this could make the potential Pension beneficiary ineligible for Medicaid.   
 
There are, however, circumstances where Pension fits very well for a beneficiary in a nursing 
home.  One case would be where the nursing home patient has to go through a spend down in 
order to be eligible for Medicaid.  Pension would also be beneficial where the nursing home 
patient is strictly private-pay or is private-pay awaiting an available Medicaid bed.  And in some 
cases, Pension and Medicaid together might be a better alternative where there is a spouse at 
home.  But each of these instances is specific to the individual circumstances.   
 
Annualization of Nursing Home Costs  
If the veteran or veteran's surviving spouse is a patient in a nursing home, VA should 
automatically allow 12 months worth of nursing home costs to be applied as medical expenses.  
The patient will also automatically receive an aid and attendance allowance.  The expenses 
applied are out-of-pocket costs after reimbursement.   
 
An annualized medical expense deduction can be allowed for unreimbursed nursing home fees 
even if the nursing home is not be licensed by the state to provide skilled or intermediate level 
care.  The definition of a "nursing home" for purposes of the medical expense deduction is not 
the same as the definition of nursing home set out in 38 CFR 3.1(z).  A nursing home for 
purposes of the medical expense deduction is any facility which provides extended term, 
inpatient medical care.   
 
A responsible official of the nursing home must sign a statement that the disabled claimant is a 
patient (as opposed to a resident) of the nursing home.   VA has a form that is used for this 
purpose.  It is called " VA Form 21-0779 -- Request for Nursing Home Information in 
Connection with Claim for Aid and Attendance."  
 
A copy of the contract with the facility should also be included when submitting this form.  
Statements and evidence of payment must also be included.  Canceled checks are not acceptable.   
Veterans in State Veterans Homes may apply their out-of-pocket costs for use of the home as a 
recurring prospective, medical expense deduction.  Again, a statement from an official of the 
state home indicating the veteran is a patient, not a resident, should be submitted.   
 
In the case of a non-veteran spouse in a nursing home, where the veteran is still alive, the VA 
application 21-526 does not have a provision for disclosing the spouse receiving nursing home 
care.   Of course, a death Pension claim is different because the surviving spouse can receive a 
rating in that case.  The special provision, requiring a letter from the Doctor, mentioned above 
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for assisted living, must be used in this case.  Without a rating, the benefit will only be $1,291 a 
month instead of $1,949 a month. 
 
Receiving Pension and Medicaid Concurrently in a Nursing Home 
VA will not pay anything more than $90 a month if a single veteran or single surviving spouse is 
eligible for Medicaid covered nursing home care.  State veterans homes are exempt from this 
ruling and those state homes that also accept Medicaid can also receive the veterans benefit to 
help defray the costs of care.   
 
This rule has been in effect for over 10 years and will expire in September of 2011.  It will be 
interesting to see if Congress extends this rule beyond the cutoff.  If the rule is not extended, then 
VA will have to pay for pension in a nursing home if the beneficiary is also receiving Medicaid. 
 
The most VA will pay to offset the cost of a nursing home is $1,949 a month for a couple, 
$1,644 a month for a single veteran or $1,056 a month for the single surviving spouse of a 
veteran.   
 
With nursing home costs ranging from $5,000-$7,000 a month, typically the VA benefit cannot 
cover the difference between the veteran household and the nursing home cost.  In most cases 
there is a deficit.  Medicaid will cover the actual difference between the Medicaid beneficiary's 
income and the cost of the nursing home.  Medicaid is therefore a more viable benefit.   
 
For the reasons outlined above, many practitioners feel that trying to dovetail Medicaid with VA 
payments is not a useful exercise, and for those eligible for Medicaid, applying for Pension 
might be a waste of time.  But there are situations where Medicaid may be available, and the 
Pension could be a valuable benefit as well.  Pension income can be used to lengthen the spend 
down process, and if the veteran dies while going through this process, valuable assets have been 
retained.   
 
Another use for the Pension benefit associated with nursing home care is where the single 
veteran or surviving spouse might be eligible for Medicaid, but there is a statewide waiting list 
for Medicaid beds.  With the tightening of government purse strings, this situation is more likely 
to occur in the future.  The Pension benefit allows the veteran, the surviving spouse or his or her 
family additional money to cover part of the cost of private pay until a Medicaid bed becomes 
available.   
 
For the beneficiary who is eligible for Medicaid and has dependents at home, sharing the Pension 
with Medicaid may be more useful than allowing Medicaid to pay the entire bill.  Most state 
Medicaid programs require veterans with dependents to apply for Pension because it reduces 
Medicaid's liability for the cost.   If the veteran does not have enough income to transfer to the 
community spouse to bring the community spouse up to pay Medicaid minimum monthly 
allowable income allowance, the VA income will solve this problem. 
 
Another useful application of Pension and Medicaid is where the veteran spouse is in a nursing 
home and the veteran is the healthy spouse at home.   The Pension benefit is for the veteran and 
is considered veteran's income.   Assuming that the veteran is otherwise healthy, a spouse in a 
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nursing home could generate up to $1,291 of income a month for the veteran.   If the veteran's 
income is already above the minimum monthly allowance for the state, the veteran gets to keep 
his or her entire income including the VA income.   The nursing home spouse does not have to 
transfer any money to the veteran and if there is a potential Medicaid recovery looming, 
Medicaid will have a smaller claim because more of the nursing home spouse's money is being 
used for care. 
 
Hypothetical Case Example (Veteran and Spouse -- Veteran in a Nursing Home)  
This case illustrates the maximum benefit available to a single veteran with aid and attendance 
allowance.  Residency in a nursing home automatically includes the aid and attendance 
allowance.  The case was specifically designed to illustrate how Medicaid and veterans Pension 
could dovetail in providing more income.   
 
John is 86 years old and is a veteran of World War II.  He did not serve in a combat zone.  Mary, 
his wife, is 79 years old.  John is a large man and has many medical problems.  He takes a 
variety of expensive prescription drugs and has difficulty attending to his own needs without 
help.  Mary is a frail woman and has difficulty helping him get out of bed, dress, bathe and move 
about.  John also suffers from mild dementia and is often confused and Mary is concerned about 
leaving him alone.  It is difficult for John to leave his home without using a walker and an aide to 
help him.   
 
John and Mary have a combined income of $2,400 a month which consists of Social Security for 
both, a small Pension and interest income.  They have $66,000 in retirement savings and own a 
house and a car.  They also have $120,000 available to them as a reverse mortgage equity line of 
credit if they choose to exercise this option.  They are not required to pay anything other than the 
closing costs for this line of credit as long as one or both of them is alive and living in the home.  
In other words, there are no monthly loan payments.  The potential line of credit will grow by 
earning 2% interest as well.   
 
John has a nasty fall and breaks his hip.  After surgery, a hospital stay and a 30 day stay in a 
nursing home rehab facility, John's health deteriorates even further.  Mary decides she cannot 
care for him at home and after being told by several assisted living facilities they cannot take 
him, she finds she must place John in a nursing home.   
 
Because of the differential in cost between the nursing home and their income, John will qualify 
for the improved Pension benefit with an aid and attendance allowance but in the state in which 
they live, he will also qualify for Medicaid.  VA will not pay more than $1,949 a month in 
Pension that could be applied to John's nursing home cost.  On the other hand, Medicaid will pay 
the much higher cost between the nursing home and John's income in lieu of the VA Pension 
benefit.  Should Mary worry about applying for the Pension benefit knowing that Medicaid may 
cover the entire cost of the nursing home and allow a guaranteed spousal income as well?  
 
In this particular example Mary could come away with more money for her personal needs by 
using both the VA benefit and Medicaid.   
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To understand why the combination of the two benefits is better we need to understand how 
Medicaid works.   
 
Suppose John and Mary do not have the VA benefit.  Medicaid will not start paying for John's 
nursing home costs until he has spent his portion of the family assets down to less than $2,000.  
In the state in which he resides, John is responsible for spending $33,000 of their $66,000 in 
retirement savings.  He can spend this on anything he wants but in this case the money needs to 
go towards the nursing home or he won't have a place to live.   
 
John's income is $1,800 a month and Mary's income is $600 a month.  The cost of the nursing 
home is $5,000 a month.  John must pay $3,200 a month out of his $33,000 of spend down 
money to the nursing home to cover his costs until Medicaid can take over.  After 11 months, 
John will be below $2,000 in attributable assets and Medicaid will take over paying the $3,200 a 
month.  Or Mary could take whatever income she needs -- perhaps the full $2,400 a month -- and 
let John spend the $33,000 for the nursing home in which case he would qualify for Medicaid in 
about 6 months.  After Medicaid takes over, John's income must go towards the nursing home.   
 
In addition to $600 a month, Mary has her own $33,000 and she also has access to $120,000 in 
the reverse mortgage which if left in the line of credit will not count against John qualifying for 
Medicaid.  Care must be taken not to take money out of the reverse mortgage until John qualifies 
for Medicaid or this will count as additional resource and must be spent down. 
 
Now let's suppose that Mary helps John apply for the VA Pension with aid and attendance and 
Medicaid at the same time.  Medicaid will not process an application until the spend down has 
occurred.  But, notifying Medicaid of the intent to file has established the amount of money out 
of the $66,000 that each gets to keep.  This is called the "snapshot" date.  From this point, John 
must spend his share of the assets before he becomes eligible for Medicaid.  As John goes 
through his spend down, VA will also provide additional money for this period of time.  The 
benefit estimate is in the table below.   
 

Estimating the Pension Benefit with Aid and Attendance Allowance 

Total Family Income Calculate Countable Income Calculate Pension Benefit 
                  

family income $2,400 family income $2,400 allowable benefit $1,843 
pension benefit $1,843 unreimbursed medical $3,310 less countable income $0 

total income $4,243 countable income -$910 pension benefit $1,843 
    Please note  VA calculates benefits and costs on an annual basis and divides by 12 

 
John and Mary have an additional $1,949 a month to use for income or to apply to the nursing 
home while John is going through his spend down.   Mary can use this money to supplement her 
income until John becomes eligible for Medicaid.   Once John becomes eligible, the money must 
be used towards nursing home cost.   However, Medicaid will give back part of this money to 
Mary to bring her up to the minimum monthly spousal allowance. 
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After John becomes eligible for Medicaid, things get complicated.  Medicaid does not count as 
income for VA purposes but VA Pension does count as income for Medicaid purposes.  Whether 
the combination of the two benefits or Medicaid alone is better must be considered case-by-case.  
Such things to consider are the spousal minimum income allowance from Medicaid or whether 
Medicaid's payments on behalf of John will become part of a recovery effort by the state.  If John 
were single, the solution would be simple.  VA quits paying all of its benefits except for $90 a 
month when John becomes eligible for Medicaid.   
 
When John dies, Mary's lower income may qualify her for a death benefit Pension from the VA.   
 
Understanding the Application Process for Aid and Attendance Pension 
 
Understanding How Pension fits in at VA  
Pension (aid and attendance benefit) and its sister benefit, Compensation, are two disability 
income programs available to veterans.  Compensation is the more heavily used benefit and is 
available to veterans who have service-connected disabilities.  VA estimates about 35% of all 
currently discharging veterans will apply for Compensation some time during their lives.  
 
Pension is a lesser used benefit and a lesser known disability income that is available to veterans 
who served during a period of war.  Pension is available to war veterans who are non-service-
connected disabled or age 65 and older.  Special death benefit arrangements related to these two 
disability programs are also available to surviving dependents of veterans.   
 
Claims for Compensation and Pension are submitted on the same application form and VA can 
grant either one.  Generally, Compensation is the more desirable benefit because there is no 
income or asset test and it is not taxable as income.  By the way, pension is also not taxable as 
income.  Pension works best for veteran households with very low income who do not qualify 
for Compensation.  Pension also fits well for veteran households incurring the high costs of long 
term care services and in some cases may be a better alternative to Compensation.   
 
A veteran may not receive pension and compensation at the same time.  He or she must choose 
which benefit to receive.  If a veteran gives up compensation income for pension, the veteran 
may or may not lose that benefit entirely.  If the veteran remains designated as "service-
connected disabled," the veteran will still retain eligibility for compensation but might have to 
reapply. 
 
In 2008, the Compensation and Pension program served 3,733,100 beneficiaries and paid out 
annually $41,058,000,000.  This represents almost half of VA's 2008 fiscal year budget.  The 
Compensation and Pension program processed about 800,000 claims in 2008 related to these two 
benefits.   
 
The Department of Veterans Affairs  
In terms of number of employees, the Department of Veterans Affairs is the second largest 
federal agency, employing over 218,000 full-time workers.  The Secretary of Veterans Affairs is 
a member of the President's Cabinet.   
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VA is divided into three benefit divisions:  
Veterans Health Administration -- VHA  
Veterans Benefits Administration -- VBA  
National Cemetery Administration -- NCA  
 
There are also numerous other administrative and support divisions in the Department of 
Veterans Affairs devoted to supporting the 8 legislated benefit programs available to veterans.  
These benefit programs are listed in the table that follows.   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The National Cemetery Administration with 1,582 employees and an annual budget of $167 
million is the smallest division of VA.  It oversees cemeteries for veterans and the grave marker 
program.   
 
Veterans Health Administration -- another division of Veterans Affairs -- is the largest single 
provider of integrated health care in the United States .  With a little over 197,000 employees, it 
serves 5,819,200 patients providing comprehensive medical care which also includes 
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prescription drugs, long-term care services, counseling, prosthetics and orthotics, hearing clinics, 
vision clinics and limited dental services and eyeglasses for a select number of veterans.   
 
Not all veterans can get into the health care system because of funding limitations, and Veterans 
Health is now limited to income means-tested veterans and veterans with service-connected 
disabilities.  Veterans health care has in recent years been cited by the media as being the best 
health care service in America , based on treatment outcome and patient satisfaction.   
 
The Veterans Benefits Administration -- the third division of Veterans Affairs -- manages the 
Compensation and Pension programs, tuition assistance for veterans and reservists, vocational 
rehabilitation and employment services, VA guaranteed housing loans and stipends for certain 
veterans for burial and grave markers.  VBA also administers six life insurance plans for certain 
veteran, reservist and active-duty service groups and oversees two additional life insurance plans 
administered by The Prudential Insurance Company.   
 
Overview 
The Department of Veterans Affairs owns 30,217 acres of land and 5,558 buildings; operates 155 
hospitals, 717 ambulatory care and community-based outpatient clinics, 133 nursing homes, 206 
community-based outpatient psychiatric clinics, 57 regional benefits offices, and 120 national 
cemeteries.   
 
Following is the 2008 budget for the three divisions: VHA (Veterans Health Administration), 
VBA (Veterans Benefits Administration) and NCA (National Cemetery Administration).  
Administration and support is also included in the pie chart. 
  

 
 
The Veterans Benefits Administration  
The VBA administers its benefit programs through 57 regional offices located in 49 states 
(Wyoming is not included), the District of Columbia , Puerto Rico and the Philippines .  Each 
state-- except Wyoming -- has a least one regional office but California has three RO's and 
Texas, Pennsylvania and New York each have two offices.   
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Compensation, Pension and burial benefits are managed out of each of the 57 offices for the 
territory in which the office is located.  With the exceptions of the larger states mentioned above, 
the territory of each regional office is the state in which it is located.  States with more than one 
regional office serve specified geographic areas in that state.  Life insurance is managed out of 
the Philadelphia office and loan guarantees are headquartered out of nine designated regional 
offices.  Pension Eligibility Verification Reports (EVR's) and income matching for Pension are 
administered in the St.  Paul , Philadelphia and Milwaukee regional offices.   Almost all pension 
applications are also processed in these three offices. 
 
 

Below is the 2008 budget for VBA: 

 
 
 
The Compensation and Pension Function of the VBA  
It is clear from the chart above that the Compensation and Pension function in regional offices 
consumes about 92% of the budget for VBA and its regional operations.  These two programs 
also utilize most of the staff as well.  Out of a projected 2008 number of 13,065 employees in the 
regional offices, 9,559 workers -- 74% of the total -- will be dedicated to Compensation and 
Pension.  Compensation, by itself, uses about 84.2% of the manpower devoted to Compensation 
and Pension Activities -- about 8,000 employees.   
 
In 2008, VA processed about 720,000 actions related to Compensation.  Of these, about 248,000 
four first-time claims and about 448,000 or 52%, or claims reopened for consideration of 
additional benefit.   
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In 2008, VA processed a little over 400,000 actions related to Pension.  Of these, about 91,500 
are more first-time claims for Pension or Death Pension.  About 48,000 actions were Pension 
cases reopened for consideration.   
 
From the statistics we can infer that first-time Compensation claims were about 2 1/2 times the 
number of first-time Pension claims.  Compensation cases reopened for new consideration were 
about 10 times the number of Pension cases reopened.  VA estimates its service representatives, 
in the regional offices, process on average about 100 applications for Pension a year for each 
employee assigned to the Pension activity.   
 
In 2008, VA had 2,879,329 veterans receiving an average Compensation rate of $11,258 a year 
for a total of $32,416,448,000.  VA had 340,702 survivors of veterans receiving yearly average 
death Compensation-related benefits of $13,695 for a total of $4,667,027,000. 
  
In 2008, VA had 320,378 veterans receiving an average yearly Pension benefit of $8,999 for a 
total benefit of $2,883,170,000.  VA had in 2008 192,656 survivors receiving a Death Pension 
benefit average of $4,619 a year for a total of $889,971,000.   
 
Pension Claims Processing in the Regional Office  
Applications for first-time Pension claims are sent to one of three pension management offices 
depending on which region of the country that claim comes from.  (Please note that sometimes 
pension claims are also processed in the local regional office.) 
 
Upon receiving an original application for claim in the office, workers will date-stamp the 
document and send a verification letter back to the person making application.  This date 
becomes the effective date of the claim.  If an award is granted, retroactive payments are made 
back to the first of the month following the month of the effective date.  After making copies of 
and certifying the original discharge papers, these papers will also be sent back to the applicant.   
 
VA has divided the application process into an assembly line where each function along the line 
has a responsibility for acquiring information, documentation and follow-up for additional 
information.  When a claim is fully developed for a rating decision -- which is required with 
many Pension claims -- it is sent to the Rating Team for a final decision.  Finally, the claim is 
handed off to a post determination team that handles final notifications, arrangements for 
payment and so on. 
 
This assembly-line system requires the handling of claims folders many times by a number of 
people and it is not an efficient way to process claims.  Veterans Service Representatives spend a 
great deal of time trying to match documents that come in the mail with the appropriate folder.  
According to reports from applicants, it is common for VA to request documents that have 
already been submitted.  VA, on the other hand, asserts this is an efficient system but not in time-
of-handling but in the costs involved in the process.   
 
In 2006, VA reported that the average Compensation/Pension claim required 177 days for 
approval or denial -- almost 6 months.  This was the average or "mean." The "median" -- the 
point halfway between equal numbers of claims in process versus claims approved -- was 154 
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days.  When the mean is larger than the median this means some cases are going much longer 
than 177 days, thus distorting the average number towards the higher-end.  Some claimants 
report waiting more than a year or two for a final decision.   
 
The Rating Team 
The Rating Team’s primary function is to make a determination on claims that have been 
developed to such an extent that a rating decision can be attempted.  A Veterans Service 
Representative who has been trained to do ratings is competent to determine disability levels 
based on medical information from doctors records or reports.  For Compensation claims, this 
expertise requires determining a level of disability such as 10% disabled or 30% disabled or so 
on.  The majority of Compensation claims require a determination of disability.  DIC claims may 
not require a rating depending on how the veteran died. 
 
Claims for Pension require the rating activity to determine initial eligibility for veterans younger 
than 65 based on the requirement for total disability.  A Rating VSR must also determine from 
medical information whether there is an additional need for aid and attendance or if the claimant 
is housebound.  Finally, the rating activity for Pension must determine whether the level of 
household assets might disqualify a claim.  Not all applications for Pension require a rating. 
 
When the term "rating" as used in conjunction with Pension, it can mean two things.  Rating can 
mean that the claim was awarded or denied based on a decision by the Rating Team in the 
regional office.  Rating can also mean that an additional allowance for aid and attendance or 
housebound was awarded.  These allowances are often called "ratings." 
 
Getting a Pension Claim through the System Faster  
A so-called "triage" team in the regional office examines all original claims for accuracy and 
completeness of information.  If the claim is unsigned or if important boxes are left blank, these 
deficiencies are marked in red and the application form is sent back requiring resubmission.  If 
discharge papers are not included, this could slow down the process by possibly two months.  If 
a proper VA power of attorney has not been prepared, another two months might go by while 
awaiting the proper document.   
 
Triage team members are looking for a claim that is "substantially complete." Claims that seem 
to have all the requirements are passed on to the Pre-Determination Team.  This team determines 
the need for additional documentation in order to prepare the claim for a rating if a rating is 
necessary.  If a rating is not necessary, a final decision could be made at this point. 
 
If the claimant is accurate in filling out the form, in providing proper discharge papers and proof 
of relationship, and in providing the proper VA power of attorney or guardianship proof, the 
initial claim is well on its way to being approved more quickly.   
 
Another important issue in submitting a well-documented claim is knowing, in advance, what 
evidence and documents are required for a rating decision.  By providing those documents 
upfront and not waiting for VA to come back with a request, the claim can be passed by the 
triage team immediately to the rating activity for a final decision.  This might cut the time for a 
decision to two or three months.   
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The secret to shortening the time from submission to a decision is to anticipate all of the 
documentation requirements that are necessary and submit them with the original application.   
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Estate Preservation  
 
Understanding Estate Preservation 
Older Americans control a great deal of the wealth in this country.  They are also very interested 
in protecting what assets they have from loss.  In addition seniors want their assets to stretch out 
as long as possible in order to avoid running out of money well before they die.   
 
The chart below shows the average value of U.S. wealth per household in 2007.  The average is 
shown for various age groups.  This information was taken from the statistical abstract of the 
United States. 
 
 

  Under 35 years old $106,000
  35 to 44 years old $325,600
  45 to 54 years old $661,200
  55 to 64 years old $935,800
  65 to 74 years old $1,152,000

  75 years old and over $638,200
 
The second chart shows the median value of wealth per US households in 2007.  This means that 
half of the households in the age group were above that level of wealth and half of the 
households were below that level of wealth. 
 

  Under 35 years old $11,800
  35 to 44 years old $86,600
  45 to 54 years old $182,500
  55 to 64 years old $253,700
  65 to 74 years old $239,400

  75 years old and over $213,500
 

 
Data from both charts substantiate the fact that Americans in the age group of 55 to 74 years old 
have a higher proportion of wealth per household than the rest of the people in this country. 
 
It is also important to understand that most of the wealth held by elderly Americans is in the 
form of home equity.  Estate preservation strategies strive not only to preserve the wealth of 
elderly Americans but also to attempt to convert home equity into cash to be used in the final 
years of life. 
 
We discuss below a few of the reasons why households in their final years of life have a desire to 
preserve the estate. 
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Provide Assets and Income for a Surviving Spouse 
When one spouse in a couple dies, the income usually reduces with the death.  For example, if 
both spouses are receiving Social Security, only the larger of the two social securities will be 
retained by the surviving spouse.  If John is earning $1,500 a month in Social Security and his 
wife Mary is earning $900 a month, at John's death Mary will receive $1,500 a month.  This may 
curtail her standard of living since the combined income prior to John's death was $2,400 a 
month.  Sometimes company retirement pension incomes are not shared with the spouse as well 
and the death of the person receiving the pension results in a termination of that income. 
 
The goal for most couples is to have enough cash equivalent assets to make up for the loss in 
income.  Estate preservation strategies will attempt to protect any remaining cash assets for the 
surviving spouse from the drain of medical care costs or long term care costs. 
 
Protect Assets and Income from Unexpected Loss or Deterioration of Property 
Unexpected property losses may result in a drain on available cash assets.  This might be damage 
to a vehicle or to the home.  Lack of maintenance for both vehicles and the home might also 
result in expensive repairs.  Estate preservation strategies strive to recognize these losses and to 
provide potential solutions to avoid them or to cover them with adequate insurance coverage.  In 
addition, help can be sought for grants, tax credits and other programs that provide maintenance 
or savings on utility bills.  All of this should be identified as part of an overall strategy. 
 
Maintain Assets to Pay for Medical Care and End-Of-Life 
Medical co-pays and the cost of prescription drugs not covered by insurance can reduce available 
assets.  In addition, costs associated with dying can drain the estate as well.  Strategies are 
designed to identify these costs and to deal with them while assets are still in place to provide 
protection. 
 
Maintain Assets to Pay for Long Term Care 
The need for long term care often occurs at the end of life.  Unfortunately, this is the time when 
assets are already being stretched thin.  As outlined in previous sections, the cost of home care or 
assisted living or nursing home care can be very expensive.  Assets that have taken a lifetime to 
accumulate can be wiped out in a matter of months.  Strategies are designed to take advantage of 
government programs to cut down on the burn rate of personal assets when the need for care 
occurs. 
 
Compensate Children or Grandchildren for Their Sacrifice 
It is very common for children or grandchildren to put their own lives on hold and to sacrifice 
their time and their income to care for loved ones in their final years of life.  It is only fitting that 
any assets remaining should go towards helping family members get back on their feet after the 
sacrifice of months or years providing care.  The government rarely recognizes this sacrifice and 
any government help does not allow for money to be given to family members for their services.  
Strategies are designed to have the government pick up a greater share of care in order to provide 
some assets for family members. 
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Provide an Inheritance for Children or Grandchildren 
Many seniors have worked hard their whole lives to accumulate cash savings, investments and a 
fully owned personal residence.  It does not sit well with these people to have to put out money 
at the end of their lives for such things as health care, long-term care or maintenance.  They 
prefer to have their children have the money.  Many of these older people will actually forego 
medical care or long term care or maintenance on their property in order to leave more money to 
their children.   
 
It is particularly galling to have to spend down cash savings for long term care at home or in an 
assisted living or in a nursing home.  In many cases, there is no other alternative.  Part of our 
planning strategy is to help those elders who want to leave some money for their children receive 
necessary services in their final years of life without spending all of their remaining assets. 
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Diverting Assets to Qualify for Government Programs 
 
At least two government programs prevent participation for seniors who have too much in assets.  
These two programs are the veterans aid and attendance benefit and Medicaid long term care for 
the elderly.  In order to qualify, eligible participants can have little or no money in cash  
equivalent assets.  Legal strategies are available to transfer the assets out of the name and control 
of persons eligible for these two programs and thus allow participation in the programs.  Aid and 
attendance and Medicaid have been discussed in previous sections. 
 
Many argue that it is unethical to divest oneself of assets in order to qualify for these programs.  
Of course, everyone has his or her own interpretation of what is ethical and what is not.  Ethics 
do not necessarily have to do with what is legal but what is the "right" choice based on the 
interactions of people in a given society.  A behavior can be unethical but still be legal.  The 
objective of proper ethical behavior is to avoid hurting other people either emotionally or 
financially through our actions. 
 
Those who are against diverting assets would argue that taxpayers are being hurt when someone 
gives away property in order to qualify for a government-funded benefit.  Therefore, this 
behavior is unethical.  Unfortunately, there are many government programs or planning 
opportunities that condone and even support strategies to receive government-funded benefits 
regardless of assets.  It seems, that the only two government programs that consider assets as a 
prerequisite to providing support are Medicaid and the VA aid attendance program.  Both 
programs are ostensibly designed for people who are poor and cannot provide for themselves 
without help.  Both programs unfairly discriminate against senior citizens. 
 
There are a number of government programs that help rich and poor alike without consideration 
of assets.  For example Medicare can pay out millions of dollars to help a person stay alive 
whether that person has assets or not.  Is this fair and ethical?  It could be argued that Medicare is 
funded through premiums by participants and is therefore not a burden on taxpayers.  This is not 
entirely true.  A great deal of Medicare's budget is funded directly through the Federal general 
fund from taxpayer dollars and not by premiums paid.  Therefore, extraordinarily large outlays 
for Medicare health care for certain wealthy individuals could be considered unethical because it 
places an additional burden on other taxpayers.   
 
The question could be asked, why doesn't the government have an asset test for people who place 
an undue burden on Medicare?  In other words, those with a lot of money should be expected to 
pay for their own extraordinary medical care costs while those with no money would be 
subsidized for their medical care costs.  This is the manner in which recipients of Medicaid long 
term care or the VA aid and attendance are treated.  Currently, with the exception of a non-
burdensome, high income premium surcharge for part B, all Medicare recipients are treated the 
same regardless of assets. 
 
Another government program is disaster aid.  If someone is deprived of property or the ability to 
earn an income by a natural disaster, the government does not use an asset test to help those 
people become whole by providing interest-free loans or outright grants.  As an example, the 
government put out billions of dollars to help those affected by Hurricane Katrina without an 
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asset test.  This was indeed a significant burden on taxpayers.  Yet, there is no discriminatory 
asset test with disaster relief as there is with Medicaid or VA aid and attendance. 
 
Another area where there is a no discrimination between those having assets and those without 
assets is tax planning.  Anyone can use legal strategies to avoid paying taxes.  Is this ethical?  
The avoidance of paying taxes definitely puts a greater burden on other taxpayers.  Why is tax 
planning considered ethical and diversion of assets to qualify for Medicaid or the VA benefit 
considered questionable?  The undesirable outcome of placing a greater burden on other 
taxpayers is exactly the same. 
 
Finally, let's consider the following example.  Sam and Joe are elderly seniors who live next door 
to each other.  Sam and Joe both need long term care services that cost a great deal of money.  
Sam and Joe had similar employment histories their whole lives and both retired at age 65 with 
their homes fully paid for and with adequate income from Social Security and work pensions to 
meet their needs.   
 
There is, however, a difference between the two.  Sam was frugal and did not waste money on 
what he considered frivolous things throughout his lifetime and he was able to put together an 
estate of $400,000 in savings and investments.  Joe, on the other hand, was not frugal and spent 
his money on things he considered important to him such as new cars, expensive trips, 
snowmobile outings, regularly eating out and so on.  Joe has less than $2,000 in savings and 
investment. 
 
Joe and Sam both need nursing home care which will cost each of them $7,000 a month.  Neither 
of them have enough income coming in to cover this extraordinary cost.  Joe, is considered poor 
for Medicaid purposes and Medicaid will pick up the entire cost of $7,000 a month for him less 
his current income and other minor adjustments.  Sam, is considered by Medicaid, to have 
adequate resources and is not considered poor and he must fend for himself until he becomes 
"impoverished."  Sam must spend $398,000 and a few more pennies of his $400,000 until he has 
less than $2,000 remaining and then Medicaid will cover him the same way it covers Joe. 
 
Is it ethical for the government to punish someone who is prudent and who saved for his future 
and on the other hand reward someone who is not prudent?  Remember that ethics is an issue of 
harming someone because of an action.  The government is certainly unethical in its 
discrimination against Sam and is punishing him and hurting him financially by forcing him to 
impoverish himself.  And what if Sam in this instance had a spouse at home?  Medicaid rules are 
going to punish Sam's spouse as well even though his money may need to be set aside to provide 
for his wife if he were to die before she does.  Is this ethical behavior on behalf of the 
government?   
 
Or let's ask another question.  Is it ethical for Sam to use divestment opportunities to avoid 
Medicaid's punishment for his prudent behavior?   
 
We believe that the government is not applying fair treatment to people who need Medicaid or 
the aid and attendance benefit.  We believe it is acceptable to use legal strategies to force the 
government to operate more ethically and fairly in regards to these programs. 
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Meeting the Asset Test for Aid and Attendance 
 
As we learned in a previous section, the veterans aid and attendance benefit has both an income 
and an asset test.  The income test is usually met by offsetting household income with the high 
cost of monthly recurring long term care costs.  The asset test is a much tougher hurdle.  As a 
general rule, VA will only allow retained cash equivalent assets to be in a range of about 
$20,000-$50,000.  Each case is different and VA treats each application on a case-by-case basis. 
 
Unlike Medicaid, VA does not impose a penalty for transferring ownership and control of assets. 
 
Documentation of VA's Approach towards Using Net Worth for Qualifying 
 
38 CFR (Pensions, Bonuses, and Veterans' Relief)  
Various sections of Part 3 of 38 CFR define the veteran's estate, the veteran's and spouse's estate, 
and the estate of a single surviving spouse of a veteran.  This is used by VA to determine net 
worth to meet the asset test for pension.  We include below excerpts from 38 CFR pertaining to 
determination of net worth.  Here are the most pertinent of these sections. 
 

§3.274  Relationship of net worth to pension entitlement. 
 

 (a) Veteran.  Pension shall be denied or discontinued when the corpus of the estate of 
the veteran, and of the veteran’s spouse, are such that under all the circumstances, including 
consideration of the annual income of the veteran, the veteran’s spouse, and the veteran’s 
children, it is reasonable that some part of the corpus of such estates be consumed for the 
veteran’s maintenance.  (Authority: 38 U.S.C.  1522(a)) 
 
  (c ) Surviving spouse.  Pension payable to a surviving spouse shall be denied or 
discontinued when the corpus of the estate of the surviving spouse is such that under all the 
circumstances, including consideration of the surviving spouse’s income and the income of any 
child for whom the surviving spouse is receiving pension, it is reasonable that some part of the 
corpus of the surviving spouse’s estate be consumed for the surviving spouse’s maintenance.  
(Authority: 38 U.S.C.  1543(a)(1)) 
 
§3.275  Criteria for evaluating net worth. 
 
 (a) General.  The following rules are for application in determining the corpus of estate or 
net worth of a veteran, surviving spouse or child under §3.274. 
 
 (b) Definition.  The terms “corpus of estate” and “net worth” mean the market value, less 
mortgages or other encumbrances, of all real and personal property owned by the claimant, 
except the claimant’s dwelling (single family unit), including a reasonable lot area, and personal 
effects suitable to and consistent with the claimant’s reasonable mode of life. 
 
 (c) Ownership.  See §3.271(d).   

3.271(d) Income from property.  Income from real or personal property is 
countable as income of the pro perty’s owner.  The terms of a reco rded 
deed or other evidence of title shall constitute evidence of ownership.  This 
includes property acqui red through purchase, gift, dev ise, or descent.  If 
property is owned jointly, income of the various owners shall be determined 
in proportion to shares of ownership of the property.  The owner’s shares of 
income held in partnership shall be determined on the ba sis of the fact s 
found. 
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 (d) Evaluation.  In determining whether some part of the claimant’s estate (or combined 
estates under §3.274(a) and (e)) should be consumed for the claimant’s maintenance, 
consideration will be given to the amount of the claimant’s income together with the following: 
Whether the property can be readily converted into cash at no substantial sacrifice; life 
expectancy; number of dependents who meet the definition of “member of the family” (the 
definition contained in §3.250(b)(2) is applicable to the improved pension program); potential rate 
of depletion, including unusual medical expenses under the principles outlined in §3.272(g) for 
the claimant and the claimant’s dependents. 
 
§3.276  Certain transfers or waivers disregarded. 
 
 (a) Waiver of receipt of income.  Potential income, not excludable under §3.272 
and whose receipt has been waived by an individual, shall be included as countable 
income of that individual for Department of Veterans Affairs pension purposes. 
 
 (b) Transfer of assets.  For pension purposes, a gift of property made by an 
individual to a relative residing in the same household shall not be recognized as 
reducing the corpus of the grantor’s estate.  A sale of property to such a relative shall not 
be recognized as reducing the corpus of the seller’s estate if the purchase price, or other 
consideration for the sale, is so low as to be tantamount to a gift.  A gift of property to 
someone other than a relative residing in the grantor’s household will not be recognized 
as reducing the corpus of the grantor’s estate unless it is clear that the grantor has 
relinquished all rights of ownership, including the right of control of the property.  
(Authority: 38 U.S.C.  501(a)) 
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Specific Rules from VA Adjudication Manual M21-1MR 
 
M21-1MR is the manual VA uses to apply specific rules built around the regulations in 38 CFR.  
This manual was fully revised in February of 2007.  There are undoubtedly other internal 
guidelines and memos that relate to pension awards to which we have no access.  Below are 
excerpts from the revised manual pertaining to the regulations cited in the section above. 
 
Definition of Net Worth 
Net worth, or “corpus of estate,” means the market value, less mortgages or other encumbrances, 
of all real and personal property owned by the claimant and/or spouse, except the claimant’s 
single-family dwelling and reasonable personal effects. 
 
Note:  Unsecured debts, which do not affect the market value of an asset, are not a factor in 
determining a claimant’s net worth.   
 
Purpose of the Pension Program and the Basis for Evaluating a Claimant’s Net Worth  
The pension program is  
 
 intended to afford beneficiaries a minimum level of security, and 
 not intended to protect substantial assets or build up the beneficiary’s estate for the benefit of 

heirs. 
 
The Veterans Service Representative (VSR) determines whether or not the claimant’s financial 
resources are sufficient to meet his/her basic needs without assistance from VA.  If a claimant’s 
assets are large enough that the claimant could use these assets to pay living expenses for a 
reasonable period of time, net worth is considered a bar.    
 
Handling a Pension Claim in Which Net Worth Is a Factor 
When handling a claim in which net worth is a factor 
 
 consider whether it is reasonable, under all circumstances, for the claimant to consume some 

of his/her estate for maintenance, and 
 deny the pension claim, if a formal finding determines that the claimant’s net worth should be 

consumed for maintenance.   
 
Example: 
 The claimant owns a duplex with a current market value of $200,000 and occupies half of the 

duplex. 
 The claimant owes $50,000 on the mortgage on the property. 
 The claimant owns 

o clothing and personal articles worth about $1,000 
o a car worth $7,000 
o stereo equipment worth $500 
o a television set worth $200, and 
o furniture worth $800.   
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Results:  
 Automatically exclude $100,000 of the market value of the duplex since half of it is the 

claimant’s dwelling. 
 Reduce the remaining $100,000 of the value of the duplex by the $50,000 mortgage, leaving 

real property $50,000 for net worth purposes. 
 Exclude the value of the claimant’s personal effects, such as the  

o car 
o furniture, and 
o clothing. 

 
Total Net Worth: 
The total net worth for VA purposes is $50,000 in real property.   
 
Considering Net Worth in Improved Pension Cases 
For Improved Pension purposes, per 38 CFR 3.274, consider the net worth of  both a veteran and 
spouse and also the net worth of a veteran's or surviving spouse's child. 
 
If a child’s net worth is determined to be excessive, remove the child from the award as a 
dependent.  Do not, however, deny a veteran’s or surviving spouse’s claim because of a child’s 
net worth.   
 
This topic contains information on developing for net worth, including  
 
 general information on net worth 
 review of net worth information 
 developing for additional net worth information, and 
 initiating follow-up development on real estate values. 
 
Review of Net Worth Information 
Review the net worth information provided on the application to determine if it is reasonable for 
the claimant to consume some of his/her estate for maintenance.  A net worth administrative 
decision should be made if it is determined that the claimant’s net worth should be used for 
maintenance. 
 
Note:  Pension is based on need and that need does not exist if the claimant’s estate is of such 
size that he or she could use it for living expenses. 
  
Requirement of Net Worth Administrative Decision 
A formal net worth administrative decision must be completed if  
 
 the claimant has an estate of at least $80,000, and 
 it has been determined that net worth is not a bar to entitlement. 
 
Note:  Always consider a claimant’s net worth even though it might be below $80,000.   
Continued on next page 
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Developing for Additional Net Worth Information 
If additional net worth information is needed, send locally-generated letter requesting completion 
of VA Form 21-8049, Request for Details of Expenses. 
  
Initiating Follow-Up Development on Real Estate Values 
Do not hesitate to initiate follow-up development if the reported value of real estate appears 
unrealistic.  Claimants who have held parcels of real estate for long periods of time may be 
unaware of current real estate prices and may greatly underestimate the value of their holdings.   
 
If it appears that a claimant is underestimating the value of real property, ask him/her to furnish 
evidence of the current market value of the land.  Possible sources of this information include the 
following: 
 
 a formal appraisal of the value of the land, or 
 a statement from a  

o real estate broker in the area as to the value of comparable real estate in the 
vicinity 

o county farm agent as to the value of comparable rural land in the vicinity, or 
o local bank loan officer as to the value of comparable real estate in the vicinity. 

 
EVR Forms for Developing Basic Income/Net Worth Information 
Use the table below for information on the EVR forms used to develop basic income and net 
worth information after an original application has been filed. 
  
 

VA Form Number VA Form Name 
VA Form 21-0518-1 Improved Pension Eligibility Verification Report 

(Surviving Spouse with No Children) 
VA Form 21-0519C-1 Improved Pension Eligibility Verification Report 

(Child or Children) 
VA Form 21-0519S-1 Improved Pension Eligibility Verification Report 

(Surviving Spouse and/or Children) 
 
Developing for Income and Net Worth Information by Telephone, E-Mail, or Fax 
 
This topic contains information on developing for income and net worth information by 
telephone, e-mail or fax, including  
 
 claimant requirements for submitting information 
 procedures for oral communications, and 
 retroactive restoration of benefits.   
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Claimant Requirements for Submitting Information 
Changes in income or net worth affecting entitlement to benefits do not have to be submitted in 
writing.  A statement from a claimant or beneficiary regarding income or net worth changes may 
be received by  
 
 telephone 
 e-mail 
 fax, or 
 written correspondence. 
 
VA may increase or decrease benefit payments based on information submitted by one of these 
methods. 
 
Procedures for Oral Communications  
Per 38 CFR 3.217(b), follow the specific telephone contact procedures outlined in M21-1MR, 
Part II, 3.A.1 (TBD) or M21-1, Part III, 11.18 on all oral communications in order to be able to  
 
 use the information furnished to reduce or terminate benefits, and  
 furnish the beneficiary contemporaneous notice of the adverse action.   
 
Retroactive Restoration of Benefits 
Per 38 CFR 3.103(b)(4), VA must retroactively restore benefits that were adversely affected 
based on oral communication, if, within 30 days of the date that the notice of adverse action is 
issued, the beneficiary or his/her fiduciary asserts that the adverse action was based upon 
 
 information or statements that were inaccurate, or 
 information that was not provided by the beneficiary or his/her fiduciary. 
 
General Information on Net Worth 
 
This topic contains general information on net worth.  It includes information on 
 
 the impact of the claimant’s net worth on VA benefits 
 net worth criteria 
 the applicable regulations 
 the impact of net worth on Improved Pension, and 
 evaluating net worth, and 
 the effect of net worth on benefit eligibility. 
 
Impact of the Claimant’s Net Worth on VA Benefits  
The claimant’s net worth is a factor in determining eligibility for Section 306 and Improved 
Pension, as well as in establishing parents as dependents on veterans’ compensation awards.   
 
Note:  Net worth is not a factor in Old Law Pension and Parents’ Dependency and Indemnity 
Compensation (DIC) cases. 
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Net Worth Criteria 
The term net worth for Department of Veterans Affairs (VA) purposes includes all personal 
property owned by the claimant, except for personal effects suitable to the claimant’s reasonable 
mode of life.   
 
For veterans’ Improved Pension, a veteran’s net worth includes the net worth of his/her spouse.   
 
This means that normal household objects and possessions are not included in a net worth 
determination.  Likewise, motor vehicles used for family transportation are not included in 
determining net worth, nor is the claimant’s home.   
 
However, personal property that is owned primarily as an investment, for example, an antique 
automobile or a coin collection, is included in determining net worth. 
 
Note:  The term personal property includes all tangible property that is not land (real property) or 
fixtures on land. 
 
Applicable Regulations 
The applicable regulations are  
 
 38 CFR 3.275 for Improved Pension, and  
 38 CFR 3.263 for Section 306 Pension and establishing a parent as a dependent for 

compensation. 
 
Impact of Net Worth of the Veteran and Spouse on Improved Pension 
For Improved Pension purposes, consider the income of the veteran and spouse as affected by the 
expenses of the family unit.   
 
Impact of Net Worth of Children on Improved Pension 
For Improved Pension purposes, a dependent child’s net worth is evaluated separately.  If the 
child’s net worth is excessive, do not establish the child as the veteran’s or surviving spouse’s 
dependent.   
 
For surviving children establishing Improved Pension entitlement in their own right, evaluate the 
child’s net worth the same way as for a veteran or surviving spouse. 
 
Evaluating Net Worth 
The basic issue in evaluating net worth is to determine whether or not the claimant’s financial 
resources are sufficient to meet the claimant’s basic needs without assistance from VA.   
 
VA’s income-based programs are intended to give beneficiaries a minimum level of financial 
security.  They are not intended to protect substantial assets or build up the beneficiary’s estate 
for the benefit of heirs.   
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If a claimant’s assets are sufficiently large that the claimant could live off these assets for a 
reasonable period of time, deny pension for excessive net worth.  If net worth is later depleted, 
the claimant can reopen the pension claim.   
 
Effect of Net Worth on Benefit Eligibility 
If net worth is a factor for the benefit claimed, consider if it is reasonable, under all the 
circumstances, for the claimant to consume some of his/her estate for maintenance.  If 
authorization makes a formal finding that the claimant’s net worth should be consumed for 
maintenance, deny the pension claim.   
 
Pension entitlement is based on need and that need does not exist if a claimant’s estate is of such 
size that he/she could use it for living expenses. 
 
 Adjusting Improved Pension Awards Based on Changes in Net Worth 
This topic contains information on adjusting Improved Pension awards based on change in net 
worth.  It includes information on 
 
 discontinuance for excessive net worth and an example 
 when to consider the net worth of the  

o spouse, and 
o child 

 the net worth for a child entitled in his/her own right 
 the resumption of benefits based on the reconsideration of net worth, and 
 two examples of adjusting improved pension awards based on changes in net worth. 
 
Discontinuance for Excessive Net Worth 
If the net worth of a beneficiary with a running award becomes excessive 
 
 determine the date from which net worth became excessive, and  
 discontinue the award under reason code 12, effective the first of the following calendar year 

(unless an earlier date of discontinuance is appropriate because of excessive income or for 
other reasons). 

 
Example:  
A veteran with a running award owns a painting by a famous artist valued at $30,000.  The artist 
dies on June 24, 2000, and the value of the painting immediately goes up to $100,000. 
 
VA uses VA Form 21-8049, Request for Details of Expenses, to obtain information about the 
veteran’s financial status and determines that the painting valued at $100,000 makes the 
veteran’s net worth excessive effective June 24, 2000.   
 
Result:  Apply the end-of-the-year rule for the effective date and discontinue the award as of 
January 1, 2001. 
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Note:  If the claimant fails to disclose asset information and it is later determined that net 
worth was excessive from the effective date of the award, stop the award from date of 
inception.  The claimant was never properly entitled to pension. 
 
(Editor's note: What this instruction means to our readers is if the claimant divests assets 
in order to qualify for pension and VA finds out later that the divestment was not done 
properly or an exempt asset such as a home that is not occupied was in the name of the 
claimant, the entire award from day one is disallowed.  Remember, there is no legal 
requirement to divulge asset arrangements prior to applying for the benefit.  Thus, 
divestiture arrangements are never disclosed to VA and would only be discovered during 
an audit.  Disallowing the award means that VA will come back, perhaps years in the 
future if a negative determination is made on divestiture, and demand its money back.) 
 
Reference:  For more information on the effective date for discontinuance due to net worth 
barring entitlement, see 38 CFR 3.660(a).  (See excerpt from this regulation further on below) 
 
When to Consider the Spouse’s Net Worth 
The net worth of the veteran’s spouse, including separate property, is a factor in Improved 
Pension cases.  Deny the pension claim if, after considering all family income and the net worth 
of the veteran and spouse, it appears reasonable that some part of the estates of the veteran and 
spouse should be consumed for the veteran’s maintenance. 
 
When to Consider the Child’s Net Worth 
The net worth of the child of a veteran or surviving spouse can also be a factor for Improved 
Pension purposes.  However, do not add the child’s net worth to that of the payee.  Evaluate the 
child’s net worth independently and if the child’s net worth is excessive, remove the child from 
the award, per 38 CFR 3.274(b), regardless of whether removing the child and his/her income 
results in a higher rate of pension. 
 
Net Worth of a Child Entitled in His/Her Own Right 
Deny benefits for a child claimant if, after considering the income and net worth of the child, it 
appears reasonable that some part of the child’s estates be consumed for the child’s support.   
 
Payment of Benefits Based on the Reconsideration of Net Worth 
If it is determined that net worth is no longer excessive, resume an award that was discontinued 
because of excessive net worth from the date that net worth ceased to be excessive.   
 
However, if the claim has been finally adjudicated under 38 CFR 3.160(d) because one year has 
expired from the date of notice of the discontinuance or the date of denial on appellate review, 
the award cannot be resumed earlier than the date of claim, per 38 CFR 3.31 and 38 CFR 
3.660(d). 
 
Example 1: 
 October 14, 2005:  A veteran with a running award wins $100,000 in the Irish Sweepstakes. 
 November 1, 2005:  The award is stopped because the veteran’s income for VA purposes 

(IVAP) is projected to exceed the maximum annual pension rate (MAPR). 
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 November 11, 2006:  The veteran reopens the claim.  The veteran claims no income from any 
source.  VA writes to the veteran inquiring as to whether the veteran still has the $100,000 
and, if so, whether any interest is received from the $100,000.  The veteran writes back and 
states that she still has the $100,000 but that she keeps the money under her mattress and no 
interest is received.   

 December 24, 2006:  VA disallows the claim for excessive net worth. 
 December 27, 2006:  The veteran loses the $100,000 in a burglary. 
 January 24, 2007:  The veteran reopens the claim.   
 
Result:  Assuming the veteran still has no income, award pension effective December 27, 2006, 
subject to 38 CFR 3.31. 
 
Example 2: 
Apply the same facts as Example 1 above, but the veteran waits until December 28, 2007, to 
reopen the claim based on reduced net worth.   
 
Result:  The earliest date pension can be awarded is December 28, 2007, subject to 38 CFR 3.31. 
 
Denial Due to Excessive Net Worth 
 
Introduction This topic contains information on denial due to excessive net worth.  It includes 
information on 
 
 excessive net worth as a question of fact 
 when a formal net worth administrative decision is required 
 administration decisions 
 reopening a claim after denial for excessive net worth 
 specific exclusions from net worth, and 
 the convertibility of assets and three examples. 
 
Excessive Net Worth as a Question of Fact 
No specific dollar amount can be designated as excessive net worth.  What constitutes excessive 
net worth is a question of fact for resolution after considering the facts and circumstances in each 
case.  A number of variables must be taken into consideration when making a net worth 
determination.   
 
Factors to consider include   
 
 income from other sources 
 family expenses 
 claimant’s life expectancy, and  
 convertibility into cash of the assets involved. 
 
Note:  In general, the older an individual is, the smaller estate the individual requires to meet 
his/her financial needs.  The VA pension program is not intended to protect substantial assets or 



 92

build up a beneficiary’s estate for the benefit of heirs.   
 
When a Net Worth Decision Is Required 
A formal administrative net worth decision is required if 
 
 the beneficiary has net worth of $80,000 or more, whether or not net worth bars entitlement, 

or 
 net worth (of any amount) bars entitlement.   
 
Preparing Administrative Decisions 
When required, prepare a formal administrative decision for approval by an SVSR.   
 
Always consider the claimant’s net worth even though it might be below $80,000.  Net worth of 
substantially less than $80,000 could be a bar to benefits in a particular case. 
 
Prepare the administrative decision on VA Form 21-5427.  If the information needed to fully 
complete VA Form 21-5427 is not of record, initiate development.  The decision must be 
typewritten. 
 
Reopening a Claim after Denial for Excessive Net Worth 
Use the table below to determine if a claim can be reopened after denial for excessive net worth. 
 
 

If a claim is denied for 
excessive net worth … 

Then … 

or an award is discontinued 
because of excessive net worth

the claimant has one year from the date of 
notification of denial or discontinuance to 
submit new evidence or file a notice of 
disagreement (NOD). 

and circumstances change so 
that net worth no longer bars 
entitlement 

benefits can be paid from the date net worth 
is determined not to bar entitlement, 
provided the reopened claim is received 
before the denial for excessive net worth 
becomes final. 

 
Note:  Once the decision becomes final, the earliest entitlement date for a reopened claim is the 
date of claim, per 38 CFR 3.660(d).  (38 CFR 3.31 applies to the payment date.) 
 
Decisions by VA Are Based on Guidelines Instead of Specific Rules 
The material cited above from VA Manual M21-1 MR and 38 CFR Chapter 3 is mostly all-
inclusive pertaining to the determination for net worth.  There is little other supported official 
instruction other than -- we are certain -- internal memos and guidelines.  It is evident from the 
instructions and regulations above that decisions relating to allowable net worth are mostly 
subjective.  There are few specific rules governing adjudication in the area of determining estate 
and net worth. 
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Net Worth in Excess of a Reasonable Amount Will Disqualify for Pension 
Net worth in excess of $80,000 usually disqualifies the veteran or single surviving spouse 
household but that is not a rule, only an accepted administrative practice.  Any amount of asset 
below $80,000 can disqualify.  Determination of the proper amount of allowed net worth is 
dictated by whether liquidation of the asset over the applicant's lifespan along with household 
income can pay for the veteran household maintenance costs without help from VA. 
 
Under the rules in Manual 21-1MR that you read above, the veteran service representative 
processing the claim must submit paperwork for an administrative review from a superior in the 
regional office if assets are $80,000 or more or the service representative denies the claim based 
on assets of less than $80,000.  This puts a burden on the service representative to justify his or 
her decision.  This also allows assets that might be questioned or are on the border of being 
questioned to likely result in approval because the service representative must be able to justify 
his or her decision for denial in an appeal.  And since the decision is mostly subjective, the 
burden of proof lies on the side of the service representative and not the veteran. 
 
One method recommended for service representatives to determine the amount of allowable 
assets is to look at the entire cost of household expenses including long term care costs and then 
see if those costs could be covered by depleting assets -- where the cash is readily available -- 
combined with the household income.   
 
Consider the following example. 
A veteran household consisting of a veteran and a spouse have a combined total monthly income 
of $3,000.  They also own a piece of undeveloped land for which they paid $50,000 as a 
"surefire" investment -- advertised to double in price -- four years ago but currently only has a 
value of $20,000 because of the depressed real estate market.  Even to get $20,000 for the 
property would be difficult as there are no interested buyers.  The applicants produce letters from 
several real estate brokers that state the property could be worth $20,000 but comparable 
properties in the same development are not selling even at a discounted price.  There are no 
buyers.  In addition to the real estate, the couple has $50,000 in a CD in the bank.  Under these 
conditions, the veterans service representative cannot expect the couple to liquidate the property 
for an additional $20,000.  Any reasonable person would consider that the $50,000 is the only 
money available to help cover the so-called "maintenance" costs.  The claim that has been 
submitted has already been determined on basis of income to have an IVAP of zero dollars.  This 
is because the veteran is paying $4,000 a month for assisted living and will likely receive a rating 
for aid and attendance to make that $4,000 totally deductible for determining the IVAP.   
 
Adding together all household maintenance costs results in a grand total of $5,000 a month 
including the cost of assisted living.  The couple has a shortfall of $2,000 a month after applying 
their current income of $3,000 a month to their maintenance costs.  The veteran is 85 years old.  
Based on VA's life expectancy table above, he is expected to live another 5.9 years or 
approximately 71 months.  Using a life expectancy approach to utilizing the asset for 
maintenance, the service representative divides the $50,000 in the CD by 71 resulting in a 
monthly benefit of $704 over the life span of the veteran.  This amount of money does not even 
come close to making up the shortfall of $2,000 a month.  Based on a lifespan analysis used by 
the service representative, the award will be granted. 
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Reopening the Case with New Evidence 
If an applicant has been denied because of disqualifying net worth, the case can be reopened if it 
can be shown that the net worth has changed such that the applicant would qualify.  There is no 
need to wait a year to reapply.  However, waiting a year beyond the original claim effective date 
to reopen the case does not work.  After a year from the effective date -- with a denial -- the case 
cannot be reopened and a new claim must be filed.  This means that the effective date of the 
original claim will be lost. 
 
Assets Must Be Completely Divested Including No Life Estates 
Any assets that are not exempt must be completely divested or they will be counted in the estate 
for determination of net worth.  This means not only removal of ownership but also any interest 
or control over the asset such as a life estate.  This would also include trusts that allow for having 
access to the funds in the event of long term care or other catastrophic needs or trusts that 
provide an income because this would also be considered having an interest in the gifted asset. 
 
Assets are also not considered as a gift if they are given to someone residing in the household. 
 
Exempted Assets 
A personal residence, automobiles used for transportation, personal property that is not an 
investment and a reasonable amount of land on which the personal residence sits are exempt 
from the net worth determination.  A personal residence occupying land or sitting on a farm 
owned by the veteran or in the same building as a business is only exempt to the extent of 
identifying the personal residence and a reasonable amount of land on which it sits.  The balance 
of the property is considered net worth for purposes of the asset test. 
 
Converting Assets to Cash Should Not Result in Substantial Sacrifice 
According to VA Manual M21-1MR,  
 

" One factor to consider in making a net worth determination is whether or not the 
property can readily be converted into cash at no substantial sacrifice.  This means that a 
claim should not be denied for excessive net worth if the claimant cannot convert assets 
into significant cash assets because of temporary market conditions or other reasons.   
 
However, if a piece of property can be converted into significant cash assets, it is 
immaterial that the property was worth more in the past or might be worth more in the 
future.  The sole question to consider is how much money the claimant would receive if 
the property were sold at this time."   
 

In essence, a claim cannot be denied if an asset that would count towards net worth cannot be 
converted into cash "without substantial sacrifice."  This might include the effects of temporary 
market conditions or "other reasons."  It is these other reasons that may allow planning 
opportunities for reallocating assets that do not rely on gifting those assets. 
 
Also from the material above, if the asset has any market at all, the principle of substantial 
sacrifice means that VA will except for value the actual market value at time of application.  For 
example suppose an asset was worth $100,000 three years ago but only has a current value of 
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$10,000 to any interested buyer.  The asset at $100,000 would undoubtedly bar any award but 
VA will except the $10,000 value and that would unlikely bar any award. 
 
Typical Asset Reduction Strategies 
Assets can be reduced in several ways.  The first is simply giving away the title to the asset as 
well as total control.  As an example, suppose that Mary has $100,000 in a CD in the bank.  
Mary could simply give $80,000 of that to her daughter and no longer have any control over it 
meaning her name is not on the account anywhere.  Mary would retain $20,000 in her own name 
and could qualify.  Remember, VA has a special rule that the money cannot be gifted to anyone 
living in the Mary's home.  This would not be a gift for VA purposes and VA would still 
consider the money to be owned by Mary. 
 
A second way is to transfer assets into an irrevocable trust in which Mary has no direct control 
but may have some ancillary rights such as naming a new trustee or allowing Mary to transfer 
additional property into the trust.  Care must be taken with such trust that there is no life estate 
interest or any control over the assets themselves. 
 
A third way to reduce asset value is to dilute the ownership interest.  For example, suppose Mary 
has two daughters.  She could put both daughters on her $100,000 CD account as owners.  With 
three owners, VA considers Mary's interest in the account to be $33,000.  This reduced amount 
would qualify Mary for the benefit.  The same ownership dilution could be done for a home that 
is no longer the personal residence and is not exempt. 
 
Changing Assets to Income for Veterans Benefit 
Another strategy to reduce assets in order to qualify for the VA benefit is to convert those assets 
into a guaranteed income stream called a "single premium income annuity."  This particular kind 
of contractual arrangement is no longer considered an asset for VA purposes.  If the additional 
income can be offset by recurring monthly medical costs, then we don't have to worry about 
giving anything away.  The assets still longs to the veteran household in the form of an income 
stream as opposed to a lump sum. 
 
Interest-Only Annuity for Veterans Benefits 
This particular arrangement uses the single premium income annuity outlined above.  The 
difference is that the veteran household cannot add additional income without eating into the 
veteran benefit.  This approach solves that problem.  For example suppose that Jim and Ruth 
have $300,000 in assets other than the home.  They need to get those assets down to about 
$40,000 in order to qualify for the veteran's benefit.  They purchase with $260,000 a special kind 
of income annuity that pays interest only.  Assume the annuity pays interest of 2% annually 
which would be $5,200 in income a year.  On a monthly basis this represents an additional 
monthly income of $433.  This additional income is probably not enough to reduce the amount 
of veterans benefit they will receive. 
 
At the end of five years, they get back their original investment of $260,000.  At this time, they 
will have to deal with the fact that they will no longer be eligible for the veterans benefit with 
this amount in assets.  However, one way to approach it is to purchase a brand-new five-year 
interest-only income prior to the payout at the end of five years. 
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Personal Residence 
The personal residence, a reasonable amount of property on which it stands and other personal 
items not being used as investment are exempt from the asset test.  This includes household 
goods, automobiles, motorcycles, snowmobiles and so forth.  Other real property that is not 
considered a personal residence is considered an asset.  Ownership in this property could very 
well prohibit qualifying for the benefit. 
 
For example, what does one do with rental properties or with ownership in a farm?  There are 
some strategies that can be used but we won't go into them here. 
 
If the personal residence becomes unoccupied by the veteran or spouse because the family has 
moved to some other living arrangement such as assisted living or a child's home, the personal 
residence now becomes an asset and must be included in qualification for the benefit.  The point 
at which the personal residence is no longer exempt becomes the point at which VA could 
discontinue the benefit due to excess net worth.  For example, if Sylvia leaves her home to go to 
assisted living and is not in the process of selling or transferring title, at this point, VA typically 
considers it is not exempt and will consider the value of the home in the net worth determination.  
If this condition is never corrected, and two years later, as an example, VA finds out about it, VA 
could determine that Sylvia was never eligible for the benefit when she was no longer living in 
the home.  VA could demand back all of its money from this point.  In this case, it could be close 
to $25,000 that Sylvia would have to pay back to VA. 
 
It is extremely important to take care of this personal residence issue prior to making application 
for a benefit. 
 
Joint Ownership 
Establishing joint ownership is a simple strategy to reduce the value of the assets in order to 
qualify for the VA benefit.  For example suppose Max and Irene have $100,000 in a bank 
account.  Suppose that for qualifying for the asset test, they can have no more than $40,000 in 
the bank.  Max and Irene have three children.  A simple strategy is to put their three children on 
the bank account as joint owners.  VA now considers that each person on the account has a 
proportional ownership in the asset.  Max and Irene are considered jointly as 50% owners prior 
to adding the children.  The $50,000 that each of them owns in the account must be added 
together for the household for the asset test.  Adding the children to the account brings the total 
owners to five.  Each person now owns $20,000 worth of the account.  Thus, Max and Irene's 
share of the asset is $40,000 and they should qualify for the aid and attendance benefit. 
 
This strategy can also be used to reduce the value of a personal residence that is no longer 
exempt.  Suppose that Martha has a home worth $200,000 but she has a reverse mortgage against 
it for $120,000.  The family is in the process of trying to sell the home because Martha is no 
longer living there and is in assisted living.  The bank is requiring the sale in order to get the 
mortgage paid off.  Martha's net estate is $80,000 and this would normally prevent her from 
getting the aid and attendance benefit.  She can put her two children on the title of the home 
along with her name as joint owners.  This reduces her net estate to $27,000 and she will likely 
qualify for the aid and attendance benefit. 
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Private Purchase Installment Plan 
A private purchase installment plan is a sale of a property such as a business, a farm or a 
personal residence.  The agreement is typically between a parent and one or more children.  The 
purpose is to convert an asset into something other than an asset.  For example suppose Ralph 
sells his rental property to his son John for $240,000.  John agrees to pay Ralph 60 monthly 
payments with interest.  This is a private agreement and the title officially does not transfer to 
John until he has paid the full amount.  John, however still owns an interest in the title depending 
on the structure of the loan.  For VA purposes, the private installment sale is set up so that the 
loan cannot be sold to a third party buyer or used as collateral for another loan.  This bar to 
creating cash from the property means that it has no value for VA purposes.  The payments that 
John makes to Ralph are not considered income for VA purposes until John has paid back the 
entire principle which could be several years from now.  After $240,000 has been repaid, then 
the remaining payments represent interest on the loan and Ralph counts each entire payment as 
income. 
 
The Dilemma with the Home 
We have already discussed the issue with the home being exempt with an initial application but 
becoming an asset at the point at which it is no longer a personal residence -- meaning the 
veteran or spouse no longer lives there.  The problem with this issue is that in the process of 
moving to an assisted living or nursing home, the issue of the home becoming an asset is either 
forgotten or ignored.  As has also been mentioned, the point at which the home is no longer 
being occupied disqualifies the recipient from the first of the month following the month in 
which this occurs.  If VA finds out years later, it will demand all of its money back from the end 
of the award calendar year.  If VA determines that the home was an asset and not exempt when 
the initial application was made, VA will demand all of its money back from day one. 
 
How does VA find out?  Sometimes, in filling out the EVR, family members list the house as an 
asset.  This then becomes a red flag for VA to follow up on.  Oftentimes, family will be trying to 
sell the home to free up assets.  If the veteran beneficiary or the surviving spouse beneficiary still 
has her name on the title at the point-of-sale, VA will find out.  At the sale, a 1099S must be filed 
with the IRS.  VA receives notice of this document from the IRS.  The person who is on the title 
at the point-of-sale is the person listed on this document.  Therefore, regardless of how the 
money from the sale is handled, it is irrelevant to VA because the property was in the name of 
the veteran or surviving spouse beneficiary when it was sold.  VA will investigate and find out 
how long the property was in the name of the beneficiary. 
 
The dilemma with allowing the home to go to sale is that if the house was not originally listed as 
an asset, the sale of the property represents income.  This disqualifies the beneficiary for 12 
months or through the end of the year pending the EVR in January.  Unlike an asset, which could 
be dealt with in a matter of weeks and the benefit would start up again in the following month, 
income disqualifies for a longer period.  If the money is retained beyond the disqualification 
period, it then becomes an asset for the following year and continues the disqualification. 
 
Another way that VA could find out about the home is if it is being rented out.  This rental 
income would have to be reported on the EVR.  Yet another way is if the beneficiary has to 
apply for public assistance or goes through a guardianship procedure.  Because of the receipt of 
VA benefits, VA will be notified of the financial condition of the beneficiary. 
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Medicaid Long Term Care Strategies 
 
Transferring Assets to Accelerate Qualification for Medicaid 
Medicaid is discussed in some detail in a previous section.  Generally, Medicaid comes into play 
for seniors when there is a need for nursing home care.  Nursing homes are extremely expensive.  
Most older people don't have the income to cover nursing home costs especially if there is a 
healthy spouse at home.  They generally rely on accumulated assets to cover the difference.  But 
those expensive costs can chew away assets rather quickly.  The only way to preserve any assets 
under Medicaid nursing home coverage is to transfer those assets to the intended heirs at some 
point prior to needing a nursing home or during the nursing home stay. 
 
Transferred assets will cause a penalty as described previously and below.  But transferring 
assets will also allow Medicaid to pay for its share of care at an earlier point.  The goal of this 
planning is to get as much money into the hands of the healthy spouse or the children and reduce 
the amount of assets that have to go towards the private pay cost of a nursing home. 
 
Dealing with Medicaid Penalties 
Gifting assets for Medicaid purposes creates a penalty.  The penalty is determined by dividing 
the amount of gifted asset by the state Medicaid rate.  This is supposed to be the average monthly 
nursing home cost in the state.  Suppose John gave away $200,000 and his state Medicaid rate is 
$5,000 per month.  John's penalty is 40 months.  This means that when John would otherwise 
qualify for Medicaid and he applies for benefits, he must pay for his own care for an additional 
40 months before Medicaid will take over.  If the $200,000 that John gave away is not available 
to pay for this extra 40 months of care, John has a real problem. 
 
The planning that is done in conjunction with these gifts must take into account how the penalty 
period will be covered.  There are a number of strategies that address this issue.  Some of the 
more common ones are discussed below. 
 
The Look Back Rule 
The Medicaid penalty is assessed up to five years after the date of gifting the asset.  Using our 
example above, if John gives away his $200,000 on January 1 of 2011, and he applies for 
Medicaid prior to January 1, 2016, he will be assessed his penalty.  If he applies after January 1, 
2016 the penalty will not be assessed. 
 
There is a hidden danger in applying for Medicaid within the five-year look back period.  If the 
amount of money gifted is too large, the penalty can exceed five years and it's better either not to 
do the gifting if one is anticipating Medicaid within five years or to somehow figure out how to 
get past the five years if a large sum of money is gifted. 
 
For example suppose John had given away $600,000.  If the Medicaid rate is $5,000 a month, his 
penalty is 120 months or 10 years.  With this kind of penalty Medicaid would likely never have 
to pay any of John's care costs.  Obviously with a gift this size John would design a strategy 
where he would definitely not apply for Medicaid within the five-year look back.  Such strategies  
can be designed so as to maximize the amount of money ending up with the surviving spouse or 
other intended beneficiaries. 
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Medicaid Spend down Redirected to Family Members 
Money that would normally have to be spent towards nursing home costs to deplete assets in 
order to qualify for Medicaid could be redirected for other purposes to benefit members of the 
family.   In a sense, this is additional money that would not have to be spent for long term care 
costs but could be used for family members.   Let's look at an example. 
 
Suppose John has $201,999 in cash equivalent assets and about $3,000 a month in income.   This 
is the money that Medicaid attributes to John that must be spent down before he could qualify for 
Medicaid.   John has to go to a nursing home.   The nursing home costs $7,000 a month.   John 
must spend $200,000 of his cash leaving him with $1,999 and then Medicaid will cover the 
difference between his income and the nursing home.   Normally, the family assumes that the 
$200,000 must be spent on the nursing home.   John must come up with an additional $4,000 a 
month on top of his income in order to cover the nursing home cost.   Assuming he uses all of his 
money for nursing home costs, it will be totally depleted in 50 months (or a little over four years) 
and then Medicaid will take over paying the $4,000 a month that he is deficit. 
 
But the $200,000 does not have to be spent on a nursing home.   John could withhold about four 
or five months worth of nursing home costs from his $200,000 and then use the balance of the 
money for any one or any combination of the strategies below.   Let's assume that John 
withholds $20,000 for the nursing home cost for five months while he is pursuing some or all of 
the strategies below.   The $180,000 that he has left will likely end up with the family instead of 
being spent on the nursing home.   After five months his $20,000 is depleted and Medicaid will 
take over. 
 
Purchase Home Improvements 
John's state allows him to sign an intent to return home which would last indefinitely.   This 
means that his home is exempt from Medicaid spend down but not from Medicaid recovery.   If 
John had a spouse or a qualifying dependent or sibling living in the home, John would transfer 
his interest in the title to that person.   At this point, the property is still exempt because it was an 
allowable transfer.   However, the property is no longer subject to Medicaid recovery because it 
is no longer in his name.   Prior to transferring the title, John could put a substantial amount of 
money into fixing up the home to make it more valuable.   Thus, when the home is eventually 
sold, the appreciated value will go to the person who is living in the home or to other members of 
the family. 
 
Invest in Income Producing Property 
John can also use his money to convert it into an exempt assets for Medicaid purposes.   The 
value of assets that are used for business purposes is exempt for Medicaid purposes.   John could 
use his cash to purchase income producing property which has now converted to cash into an 
exempt asset for Medicaid purposes.   This income property could be managed by John's spouse 
or his family to create additional income.   Even though the income would have to be used 
towards John's nursing home cost, the equity value of the property could be retained by his 
family or his spouse if the proper arrangements are made. 
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Personal Care Arrangements 
Most states will allow members of the family to be paid to take care of a potential Medicaid 
beneficiary.   If these arrangements are set up properly, the money represents a legitimate 
expense and not a gift to the family member.   Most states only allow this transfer on a month-to-
month basis so this strategy is not very useful for transferring large sums of money for Medicaid 
spend down purposes.   Let's suppose that John contracts with his children to provide care 
services for him to help him stay at home instead of going into a nursing home.   This requires a 
substantial amount of care and John pays members of his family $8,000 a month to provide this 
care.   As long as the arrangement is set up according to Medicaid rules, this is a legitimate 
monthly cost and not a gift to family members.   Thus, no penalty is created for giving this 
money to the family.   On the other hand, the family must work hard for this money because it is 
not a gift.   Perhaps John could maintain this arrangement for 12 months before the family 
becomes worn out and John has to go to a nursing home.   Effectively, John has transferred about 
$100,000 of his money to his family. 
 
In some states, a lump sum can be set aside to pay for the family-provided services whether John 
is at home or in a nursing home under Medicaid.   This setaside is equivalent to the number of 
months John is expected to live.   According to the life expectancy table used by John's state, 
John is expected to live another five years or 60 months.   If John were in a nursing home under 
Medicaid, paying his family an additional $2,000 a month to provide supplemental care under a 
legitimate personal service arrangement, $120,000 of John's money could be set aside for this 
purpose and it would be a legitimate transfer and not a gift. 
 
Purchase a New Vehicle And/or Personal Property 
A vehicle and personal property are considered exempt assets for Medicaid purposes.   However, 
one cannot be too greedy in purchasing very expensive automobiles or expensive jewelry 
expecting these to be gifted to family members or resold.   Medicaid has its limits.   On the other 
hand, a new van with a wheelchair lift costing $50,000 could be a legitimate purchase.   A 
member of the family would eventually inherit this van.   Likewise, John could purchase new 
furniture and appliances for his home knowing that his family would need these things after he 
were gone. 
 
Funeral and Burial Trusts 
Most state Medicaid programs allow money to be set aside to pay for funerals and burials.   In 
many cases this money has to be in a trust in order to protect it as a non-countable assets for 
Medicaid purposes.   Some states have a limit on how much money can be set aside and others 
do not.   The money must be used for a funeral and burial purposes.   The trust must provide that 
any money not used will revert back to the state. 
 
This planning technique allows money to be set aside for other than long term care purposes.   A 
funeral and burial could cost anywhere from $8000-$10,000 and this strategy provides the extra 
cash for this purpose. 
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Half a Loaf Strategy for Medicaid 
Anyone desiring help with Medicaid to pay for nursing home costs must have less than $2,000 in 
his or her name.  If someone starts out with a substantial amount of money and ends up in a 
nursing home, that money must be spent down to less than $2,000 before Medicaid will help 
cover the cost of the nursing home.  Sometimes a Medicaid recipient would like the family to 
have some of his or her money instead of spending it all.  By the way, the money does not have 
to be spent on nursing home care.  It can be spent on anything as long as it is not given away to 
someone else or used to buy something for less than its actual value from another person. 
 
One strategy to get money into the hands of family members or someone else who might benefit 
from that money is to use the so-called half a loaf strategy.  Here is how it works. 
 
Suppose Jim has $102,000 in the bank and wants to give this money to his son.  Jim could give 
$100,000 plus a few pennies to his son and then apply for Medicaid.  Assuming he meets the 
medical requirement for Medicaid, Jim would be eligible except for the fact that he made a gift.  
Assume that the state Medicaid rate in Jim's state is $5,000 a month.  Jim has incurred a 20 
month penalty and cannot receive help from Medicaid until he has paid the difference between 
the nursing home cost and his income for 20 months.  Jim's income is $2,500 a month and the 
cost of the nursing home in his case is actually $5,500 a month.  Jim has to come up with another 
$3,000 a month for 20 months or a total of $60,000.  Knowing this, Jim could give the full 
$100,000 away and his son could use $60,000 of the money to cover the difference in cost and 
pocket the extra $40,000.  After $60,000 is spent on his behalf, Jim has met the penalty and 
Medicaid takes over and his son can keep the remaining $40,000.  In some states, the money 
given back on Jim's behalf by the son could be a reinstatement of the gift and could actually 
reduce the penalty on a month-to-month basis.  In this way, the son could actually keep more of 
the money by reducing the penalty month to month. 
 
Another way to cover the penalty is for Jim to give $60,000 to his son and retain $40,000.  This 
produces exactly a 12 month penalty from Medicaid.  Jim buys a 12 month income annuity with 
the $40,000 that pays 2% a year in interest and gives him $2,990 a month for 14 months.  Jim 
must be careful that the income he creates is a little less than his actual cost.  If his income 
exceeds his actual cost, the state will not consider that he is meeting his Medicaid penalty and the 
strategy has been in vain. 
 
This gifting strategy allows him to give an additional $20,000 to his son over the previous 
strategy.  In this case, the son pockets $60,000 of the $100,000 instead of pocketing $40,000 as 
in the previous strategy example above are. 
 
This second strategy is called the half a loaf strategy.  So why not use this second strategy all the 
time since it puts more money into the hands of a beneficiary?  If the penalty generated by a gift 
is less than 12 months, it is difficult to find an insurance company that will create an annuity 
income for fewer months than that.  Some companies might go with 10 months but very few will 
go with less than 6 months.  Without being able to convert the asset to an income, Jim has 
defeated his purpose and has to go with the first strategy.   
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Community Spouse Annuity for Medicaid 
There is an asset test for Medicaid long term care purposes but essentially no income test.  Even 
in those 22 states that do employ a strict income test for qualification, people can qualify with 
more income simply by putting their cash flow stream into a certain kind of approved trust for 
Medicaid purposes.  These are typically called income qualifying trusts or more commonly 
Miller trusts.  Since there is essentially no income test, a good way to divest assets for purposes 
of qualifying for Medicaid is to convert those assets to income. 
 
Unfortunately, Medicaid is wise to this practice and for a Medicaid recipient to convert assets to 
income hoping to have Medicaid pick up the difference and after have the remainder of the 
income stream go to a member of the family does not work.  There are certain rules and penalties 
for doing this that basically shut down this strategy. 
 
There is one strategy for converting assets to income that is still allowed under certain 
conditions.  Previously we learned that a married couple is required to split up their assets with 
the so-called community spouse keeping her state-allowed portion for her needs and the nursing 
home spouse having to spend down his share of the assets before one can qualify for Medicaid.  
He could certainly employ the half a loaf strategy with someone other than his wife, but she 
should be the recipient of the extra assets in order to maintain the lifestyle that was experienced 
before nursing home care threatened to destroy everything. 
 
The strategy is called a community spouse Medicaid annuity.  Here's how it works.  Suppose 
Fred and Mary divided up their $100,000 in resources each taking $50,000 when Fred applied 
for Medicaid.  (In about half the states this division of assets might work somewhat differently 
and Mary could keep the entire $100,000).  Fred has to spend his $50,000 down to less than 
$2,000 and then Medicaid will take over his uncovered nursing home costs.  Instead, Fred 
transfers his $50,000 to Mary.   
 
As far as Medicaid is concerned, the $50,000 still belongs to Fred even though Mary now owns 
it.  But Mary can buy an income annuity with this $50,000 that meets certain Medicaid rules and 
this income annuity has turned the asset into a non-countable income stream.  Fred is now 
eligible for Medicaid and Mary has additional income that can help her deal with her needs in the 
community.  If Fred dies before the end of the annuity payout, the balance of that payout, up to 
what Fred owes Medicaid for covering his care costs, must be paid to the state.  Mary gets to 
keep what's left. 
 
Some states are really not very cooperative about allowing this practice and seem to try every 
tactic possible to discourage these types of arrangements even though under federal law they are 
legal.  Other states are more amenable.  Every state that has been challenged up to a federal court 
level has so far lost its case in trying to prevent these kinds of arrangements. 
 
Personal Service Contracts for Transferring Assets 
A personal service contract is a paid services arrangement between a member of the family and 
the person needing care.  Typically, children or grandchildren will care for aging loved ones in 
their home.  They might provide help with activities of daily living such as getting out of bed, 
dressing, bathing, using the bathroom and so forth.  Help might also be provided with cooking 
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meals, cleaning, answering the phone, running errands, paying bills and so on.  In some 
instances, constant supervision must be provided for loved ones who suffer from dementia or 
severe memory loss. 
 
Family members often offer these services without reimbursement.  There are many reasons why 
family members could be paid for their services under a personal service contract.  Probably the 
most important is a situation where a family member has limited employment or quit 
employment altogether in order to take care of a loved parent or grandparent at home.  Being 
paid for this care helps compensate for loss of income.  Another reason might simply be that if 
there are assets to pay for the care, the family members providing care deserve to be paid for 
their time. 
 
Personal service contracts can also be used to transfer assets prior to application for Medicaid.  
As we learned previously, transferring assets to a member of the family where no legitimate 
product or service of equal value is provided in return, results in a penalty from Medicaid when 
application is made.   
 
Most states allow a potential Medicaid applicant to transfer money to children or grandchildren 
in exchange for legitimate care services provided at home or in the facility.  One state in 
particular -- Florida -- allows a lump sum to be set aside to provide care for the remaining years 
of the Medicaid recipient's life.  In other words, someone anticipating Medicaid in Florida, could 
transfer 7 years worth -- for a family member with that amount of life expectancy -- of money for 
personal care services from a member of the family and essentially remove that money from the 
estate.   
 
For example, suppose Mary set aside $150,000 in a special account for her daughter Melissa to 
provide care for the rest of Mary's life.  If this is done properly and following the correct rules in 
Florida, the $150,000 does not count as a gift and does not produce a penalty when Mary would 
apply for Medicaid. 
 
Most states do not allow this kind of a lump sum set-aside.  They only allow money to be gifted 
on a month-to-month basis.  This is still a valid strategy if it is started years before applying for 
Medicaid.  A substantial amount of money can still be transferred to the children without 
creating a penalty. 
 
Personal care service contracts must be created in accordance with the rules set by each state.  
This usually means an acceptable care contract, care logs to provide evidence of providing the 
services and evidence that the person providing the care is billing the services at a reasonable 
cost.  In most cases a reasonable cost would be somewhere around $20-$30 an hour. 
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Other Potential Strategies for Accelerating Medicaid Payment and Gifting Assets 
We could provide pages and pages of additional strategies that are acceptable for accelerating 
Medicaid payment and gifting assets without triggering a penalty for Medicaid.  Here is a list of 
just of a few of these strategies. 
 

 using a promissory note to transfer property 
 converting countable assets to exempt assets by purchasing automobiles, paying for home 

improvements or purchasing a new home outright 
 reducing assets by investing in a child's home 
 investing assets into exempt income producing property or other trade or business 
 investing assets into exempt tangible personal property 
 using available strategies to maximize the community spouse minimum resource 

allowance 
 making sure that the community spouse minimum monthly maintenance allowance is 

being used to its maximum extent 
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Dovetailing Medicaid and the Veterans Benefit 
 
 
In some instances, in order to qualify for the veterans aid and attendance benefit, assets need to 
be given away.  This gifting creates a penalty if the VA beneficiary ever has to apply for 
Medicaid.  Unfortunately, need for the aid and attendance benefit is often a predictor for 
Medicaid.  As a general rule, individuals cannot get the VA benefit unless they are paying for the 
cost of long term care.  If the need for long term care escalates and results in expensive nursing 
home care, it is very unlikely that the VA beneficiary could afford the monthly nursing home 
cost by combining personal income, the VA benefit and remaining assets.  Application for 
Medicaid in this circumstance is often an inevitability. 
 
Thus, every VA planning case must also be a potential Medicaid planning case.  We discuss 
below a few of the issues where planning for VA and Medicaid overlap. 
 
Concurrent Income from Medicaid and VA 
Until September 2011, VA will not pay a single beneficiary in a nursing home and receiving 
Medicaid more than $90 a month.  If the beneficiary was receiving the full aid and attendance 
benefit prior to applying for Medicaid, VA must be notified of the Medicaid application and the 
agency will reduce the income for the single beneficiary.  This applies both to a single veteran 
receiving pension and a single surviving spouse of a veteran receiving death pension. 
 
If the veteran receiving aid and attendance is married and in a nursing home and applies for 
Medicaid, VA will pay the full benefit.  For a single veteran in assisted living or at home and on 
Medicaid this rule does not apply.  It only applies to nursing homes.  VA will pay the full benefit 
as long as the recipient is not in a nursing home. 
 
This concurrent income rule allows for some planning strategies around VA and Medicaid.  In 
particular, the extra money from VA in a nursing home for a married veteran, allows for a slower 
burn rate on the existing assets, using the reverse half a loaf strategy and allows for a gift to the 
children to be of a larger magnitude. 
 
Medicaid Funeral Trust 
Medicaid allows for a certain amount of money to be set aside in a special trust that meets 
Medicaid rules and that provides for a funeral and burial.  Each state allows a different amount 
but it is generally in the range of $10,000-$20,000 that can be set aside.  This money does not 
have to be spent down in order to qualify for Medicaid.  The money must be used for a funeral 
and burial and any remaining money will revert back to the state to help cover the long-term care 
costs that Medicaid paid for. 
 
Every aid and attendance applicant as well as a spouse that has assets should set money aside 
into one of these funeral trusts if a funeral and burial have not already been planned for and 
prepaid. 
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Reverse Half a Loaf for Medicaid and Veterans Benefit 
The half a loaf strategy for gifting was discussed in the Medicaid section above.  The reverse half 
a loaf strategy is a variation on that.  The reverse half a loaf fits nicely with the aid and 
attendance benefit.  Most states allow this strategy for Medicaid purposes but some might have 
restrictions on its use.  Here is an example of how it works. 
 
Suppose that John is applying for the aid and attendance benefit but in order to receive it he has 
to give away $100,000 in order to meet the asset test.  His intent is to give this money to his 
children in the form of an irrevocable trust that is intentionally defective for IRS income tax 
purposes.  The state Medicaid rate in John's state is $5,000 a month.  John creates the trust and 
the gift, but by so doing he triggers a penalty of 20 months if he ever applies for Medicaid.  This 
penalty will persist for 60 months from the date of the gift after which the penalty will expire and 
will longer apply. 
 
Suppose John's income is $2,500 a month and he is single.  The numbers that we are using are 
identical to the half a loaf example we used previously.  In this previous example, John would be 
able to gift $60,000 to his family that could be kept by the family and John would use the 
remaining $40,000 to pay for the 12 month penalty that would result.  John avoids having to 
spend down his $100,000 to less than $2,000 in order to qualify for Medicaid and is able to get 
$60,000 permanently into the hands of his family. 
 
Reverse half a loaf is an attempt to give away the entire amount and get through the five-year 
look back.  This is more applicable, because John is probably starting out with home care or 
assisted living and may not have to move to a nursing home.  In the meantime he is receiving the 
aid and attendance benefit.  But if this doesn't work, the amount that would have been gifted 
under regular half a loaf is retained by the family and the family gives back the amount that 
would have been retained by the Medicaid recipient.   
 
Let's look at the reverse half a loaf strategy.  John transfers his entire $100,000 to his family to 
start the clock ticking on the 5 year look back.  Remember, he would have gifted $60,000 where 
he would be applying for Medicaid immediately.  Unfortunately, he doesn't get through the 
entire 5 year period and must apply for Medicaid after 4 years.  John did not escape the penalty 
and has generated a 20 month penalty for Medicaid.  John's family could give him back $40,000 
and John ends up with a 12 month penalty which the $40,000 will cover.  The VA benefit allows 
his family to keep more than $60,000.  Most states allow reversal of the gift, but some states may 
not allow this unless the entire amount is given back.  It is important to know which states will 
not recognize the reversal of a gift for Medicaid purposes. 
 
With John receiving the extra money from the veterans benefit, the reverse half a loaf will allow 
the family to retain more of the assets.  Even though John is single and in a nursing home, until 
he actually qualifies for Medicaid, VA will continue to pay the full benefit of $1,644 a month.  If 
we add this VA benefit onto his income from the previous example, John now has a total income 
of $4,144 a month.  This gives him more money to cover the private pay of the nursing home 
under the penalty period.   
 



 107

Since John has given away the money to qualify for the VA benefit, the children must now pay 
the difference between the nursing home cost and John's income to allow him to cover the 
Medicaid penalty.  Under the previous example, the children returned $40,000 and John has 
enough with his income to cover the private pay cost.  By dovetailing with the VA benefit John 
has more income than in the previous example and the children only need to return $22,000 to 
John and that gives him enough money to cover a 16 month penalty by converting the $22,000 
into a 17 month immediate annuity paying $1,300 a month. 
 
By dovetailing Medicaid with the VA benefit, the children get to keep $78,000 instead of 
$60,000 of John's assets as in the previous example without the VA benefit. 
 
Penalty Payback Option for Veterans Benefit and Medicaid 
As was mentioned in a previous section, sometimes half a loaf and reverse half a loaf do not 
work.  This is because the money retained by the Medicaid beneficiary has to be converted into 
income in order to make this strategy work.  If the penalty is less than 12 months, it might be 
difficult to find an insurance company that will generate an income annuity for 12 months or 
less.  In this case, we have to go with a less desirable strategy and have the children retain the 
entire amount of the gift and then give back to the Medicaid beneficiary an amount each month 
to cover the private pay during the penalty period. 
 
Let's look at John from the previous example.  John's personal income is $2,500 a month.  
Instead of gifting $100,000, John gifts $50,000 to his children in order to qualify for the VA 
benefit.  With the VA benefit, John's income is now $4,144 a month.  Let's suppose that John 
now needs to apply for Medicaid within the 5 year look back.  Using reverse half a loaf, the 
children give John back $11,000 to create an annuity income.  John now has a penalty of eight 
months in which he has to pay the private pay cost of the nursing home with his income and the 
$11,000.  John cannot find an insurance company that will sell him an income annuity for only 
eight months.  Without being able to convert his portion of the gift into income, he will simply 
have to spend down the $11,000 over 4 remaining months before the penalty of 8 months applies 
for his $39,000 gift that he gave to the children.  In essence, the net result is as if the children had 
retained the full $50,000 and the gift of $11,000 was wasted. 
 
A less desirable strategy can be used for the children to retain assets.  The children must gift 
back monthly the amount of money necessary to cover the private pay portion for the nursing 
home during the penalty.  In this case the children retain the full $50,000 and the penalty is 10 
months.  The nursing home cost is $5,500 a month.  The children must provide $1,356 a month 
for 10 months to pay their father's private portion cost.  This is a total of $13,560 that must be 
taken out of the $50,000.  The children retain $37,460.  If they had been able to do the reverse 
half a loaf they would have retained $39,000. 
 
Some states actually recognize the return of the gift on a month-to-month basis and allow credit 
towards the penalty on a month-to-month basis.  In these states, either of the strategies -- reverse 
half a loaf or direct pay back -- would produce the same amount of money for the children to 
keep. 
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Protect the Home from Medicaid Recovery 
 
 
Description of Medicaid Estate Recovery 
Federal law allows states to recover money spent on behalf of the Medicaid beneficiary after that 
beneficiary's death.  Recovery concentrates on what Medicaid considers an "estate."  For most 
purposes, the only estate asset remaining at death is the personal residence. 
 
Each state approaches recovery differently.  In some states, recovery is only executed if the 
personal residence shows up in probate court.  In these states -- there are only 13 of them left -- a 
simple family living trust would likely prevent recovery.  In other states, the definition of estate 
is expanded to include trusts or life estates and virtually any other property in which the deceased 
person had an interest.  Typically, the state will wait until the last death in order to place a lien 
against the property.  If a community spouse is living in the home, the state will wait until after 
she dies before applying its lien.  In many states, if the community spouse outlives the Medicaid 
beneficiary, the state will not attempt recovery at all and will simply ignore it. 
 
A few states have adopted a federal lien procedure called a TEFRA lien.  This allows the state to 
place a lien against the home as soon as his state starts paying for Medicaid costs.  In these 
states, there is little that can be done to protect the home from recovery.  These liens cannot be 
applied if the spouse is living in the home or if certain other entitled individuals are living in the 
home. 
 
In all states, Medicaid recovery does not occur if the home is worth less than a certain minimum 
limit established by the state.  Also, if recovery produces an undue hardship, no recovery occurs 
pending a "hardship hearing" with the state. 
 
How Medicaid Views the Personal Residence 
Almost all states allow the personal residence to abandoned if the Medicaid beneficiary signs "an 
intent to return home."  There may be some long term restrictions on this intent, meaning that 
after a certain period of time some states may question whether the beneficiary really could 
return home and may require a doctor's examination to verify this. 
 
The rationale for this rule is based on the idea that if a Medicaid beneficiary in a facility gets 
better, he or she has a place to live in.  In many cases, it is wise not to sell the home if it is vacant 
but to either rent it out and allow the rental income to subsidize the facility costs or to simply 
leave it vacant or to have a family member live there free of cost.  Sometimes, the recovery on 
the house is not significant enough to warrant selling it or perhaps the house can be refinanced to 
take care of the Medicaid bill and allow the family to retain ownership of the property. 
 
Medicaid -- Transferring Ownership of the Personal Residence 
For a single potential Medicaid beneficiary, transferring the ownership of the property to anyone 
other than the exempted individuals below will result in a penalty if Medicaid is applied for 
within five years of the transfer. 
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For a married couple, title on the property should be transferred to the community spouse -- the 
healthy spouse at home who is not receiving Medicaid.  In a number of states, the non-Medicaid 
spouse can transfer the property solely in her name to someone else and as a result completely 
remove the home from recovery.  In other states, this transfer will result in a gifting penalty for 
the nursing home spouse even though the nursing home spouse does not own the property.  If the 
community spouse successfully transfers the home, this will still create a penalty for her with a 
five-year look back if she ever has to apply for Medicaid. 
 
There are certain cases where the home can be transferred to someone else and it does not create 
a penalty.  Here are the exemptions. 
 
 transfer to the applicant's spouse  
 transfer to a child who is under age 21 or who is blind or disabled  
 transfer into a trust for the sole benefit of a disabled individual under age 65 (even if the trust 

is for the benefit of the Medicaid applicant, under certain circumstances)  
 transfer to a sibling who has lived in the home during the year preceding the applicant's 

institutionalization and who already holds an equity interest in the home  
 transfer to a "caretaker child," who is defined as a child of the applicant who lived in the 

house for at least two years prior to the applicant's institutionalization and who during that 
period provided care that allowed the applicant to avoid a nursing home stay.  Evidence of the 
care and the effort to keep the applicant one of a nursing home must be provided. 

 
Common Strategies to Protect the Home from Medicaid 
There are a number of strategies that can be used to protect the home from estate recovery.  In 
those states that go after probate property only, anything that keeps the house out of probate will 
suffice.  In other states, some common strategies include the use of irrevocable trusts or transfers 
before death, . 
 
Most of these strategies involve giving away ownership of the home.  This creates a penalty 
either for a potential Medicaid application or for someone already on Medicaid whose name was 
on the property.  There are also a number of strategies to deal with this penalty.  The reason for 
creating a penalty through an outright gift or a trust is to start the five-year look back.  Another 
reason might be to get the property out of the name of an aid and attendance applicant. 
 
Transfer of the property as a gift, thereby creating a penalty, can be reversed in almost every 
state.  In other words, if the consequences of a Medicaid penalty outweigh the advantages of 
gifting the property, the title is changed back into the name of the Medicaid beneficiary in order 
to allow that person to receive Medicaid benefits.  In case the Medicaid beneficiary is 
incapacitated, a proper durable power of attorney that includes gifting rights must be set up in 
advance while the person was competent to do this. 
 
Sell the House and Use Half a Loaf 
Selling the house is generally only an option if a spouse or another member of the family does 
not need to live there.  Selling the house might be an option for a single Medicaid beneficiary.  
Selling the house should be weighed against keeping the house as an exempt assets due to the 
Medicaid beneficiary signing an intent to return.  The amount of recovery against the house 
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depends on how much Medicaid has to pay for the beneficiary.  If this is a sizable monthly 
amount it could add up quickly.  Under these circumstances, over a period of a year or two, 
recovery could eat up the value of the home.  If this is the case, the possibility of selling the 
home sometime prior to applying for Medicaid or shortly after applying for Medicaid should be 
considered.  If the Medicaid obligation is not significant, perhaps the family could be satisfied 
with a recovery against the home. 
 
Funds from the sale of the home will disqualify the Medicaid beneficiary until he or she has 
spent down to less than $2,000.  However, a half a loaf gifting strategy could be used to transfer 
approximately 50% of the funds to someone else.  This strategy might make sense for these 
reasons. 
 

 Anticipated recovery against the house -- which is currently exempt -- will eat up its 
entire value fairly quickly 

 Selling the home while the owner is alive takes advantage of the capital gains exclusion 
and reduces or eliminates the taxes owed on capital gains 

 
Medicaid Recovery Where the Community Spouse Outlives the Nursing Home Spouse 
In many states, if the community spouse is alive after the Medicaid beneficiary dies, the state 
will not attempt recovery even after the death of the community spouse.  The home is always 
protected from recovery as long as the community spouse is alive whether he or she lives in the 
home or not. 
 
In those states that attempt recovery, the community spouse, if healthy, can employ a number of 
gifting strategies.  This is because Medicaid cannot apply a lien against the house while the 
community spouse is alive and living in the home.  This does not mean that if the state is entitled 
to recovery, it cannot pursue civil action.  Whether this happens on a regular basis we don't 
know. 
 
When the Nursing Home Spouse Outlives the Community Spouse 
If the community spouse dies prior to the nursing home spouse, under state intestate laws, the 
nursing home spouse will inherit the home.  If the home is solely in the name of the community 
spouse, then the home is not considered a personal residence by the nursing home spouse and the 
home is no longer exempt and will count as an asset.  This will disqualify the nursing home 
spouse for Medicaid. 
 
An attempt could be made where the home is solely in the name of the community spouse to 
create a will that disinherits the nursing home spouse.  Unfortunately, states do not allow spouses 
to disinherit each other and require that irregardless of any prior arrangements, a surviving 
spouse has a legal right to an "elective share" of the assets.  In some states, this could be a third 
of the amount or possibly one half of the amount or some other number. 
 
There is also a problem in those states where the community spouse transfers the home to 
someone else and that counts as a disqualifying gift for the nursing home spouse.  Thus any 
gifting arrangements prior to death would disqualify the Medicaid beneficiary. 
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An immediate and sudden death of the community spouse cannot be planned for.  An anticipated 
death, due to declining health, can be planned for.  Strategies for dealing with this potential 
problem need to be addressed by a qualified elder law attorney. 
 
Avoiding Recovery in Probate Only States 
In those 13 states that only apply recovery through the probate process, any planning strategies 
that bypass probate will prevent recovery.  This might include the use of a living trust or putting 
other people on the title in joint ownership with rights of survivorship. 
 
It should be noted that if the state changes its definition of "estate" to include trusts, life estates 
or other arrangements, there has been typically no grandfathering allowing application of the 
previous rules.  In other words, if the planning has been done to avoid probate and the state can 
now go beyond probate for recovery, little can be done to avoid this. 
 
Irrevocable Trusts for Avoiding Medicaid Recovery  
A properly structured irrevocable trust, meeting Medicaid requirements, that has title to the 
home, will avoid recovery.  The problem is that transferring the home to the trust will create a 
penalty within the five-year period from the date of transferring title.  The exception to this is in 
those states where the community spouse has sole title to the property and can transfer the home 
without affecting the eligibility of the nursing home spouse.  On the other hand, the transfer of 
the property does create a penalty for the community spouse. 
 
Promissory Note for Medicaid Recovery  
The home could be sold on a promissory note and this effectively changes it from an asset to a 
loan and it is no longer considered an impediment to Medicaid qualification.  Payments from the 
loan must be used to offset the care cost of the Medicaid beneficiary.  This strategy used to be a 
very common one prior to the Deficit Reduction Act.  The new rules pertaining to promissory 
notes make this strategy much more limited. 
 
The term of the loan cannot exceed the life expectancy of the Medicaid beneficiary.  For 
example, for a 90-year-old this might only be five years.  This would make the payments very 
large and potentially unattractive for the family who is buying the property.  All payments 
through the life of the loan must be equal.  In addition, the loan cannot be canceled at death but 
payments must continue throughout the term of the loan into the estate of the deceased 
beneficiary which would make them subject to recovery.  In those states that use probate for 
recovery, Medicaid could be bypassed by naming a beneficiary of the loan payments other than 
the state.  The loan must be non-assignable meaning it cannot be used as collateral for another 
loan or purchased outright for cash. 
 
The Ladybird Deed  
This is a very clever way to transfer ownership in the property without creating a gift and a 
penalty.  This deed is not available in all states but works very well in the states that allow it.  
The concept is quite simple.  The deed transfers ownership of the property at the death of the 
Medicaid recipient.  Any transfer of the home by a Medicaid beneficiary or by the spouse of that 
beneficiary, while that beneficiary is alive, will create a penalty.  In this case, the transfer creates 
a penalty as well.  But because it is at the death of the Medicaid recipient, it is irrelevant that a 
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penalty is assessed.  The deed retains ownership in the home for the Medicaid beneficiary and as 
such it is not considered a gift and no penalty is assessed by creating a ladybird deed. 
 
Preserving Tax Breaks for Home Ownership If Title to the Property Is Changed 
Gifting a personal residence prior to death or to sale by an owner who has resided in the home 
for at least two of the last five years results in a loss of significant tax breaks.  If the personal 
residence is sold while the owners are alive, a lifetime capital gains exclusion of $250,000 for a 
single individual or $500,000 for a couple applies to the sale.  Thus, if a portion of the exclusion 
has not been used previously, either $250,000 worth of equity or $500,000 is excluded from 
capital gains taxes of 15%.  As an example suppose that a couple has established a basis in their 
home of $50,000 based on their original purchase price plus improvements and adjustment of 
any depreciation claimed for business use.  Suppose that the home sells for $400,000.  Without 
the capital gains exclusion, the couple would have to pay a capital gains tax of 15% of the 
difference between their basis and the selling price -- $350,000.  This amounts to $52,500 in 
taxes.  With the couples' exclusion there is no tax. 
 
There is also tax relief if the children inherit the property at death.  Instead of inheriting the basis 
in the property, the children will inherit the sale value of the property at the time of death.  This 
is called the step up in basis and depending on when the property is sold, there is little if any 
capital gains tax due. 
 
Any gifting strategies for the personal residence discussed in this manual, require a change in the 
title and this constitutes a gift to those persons on the title.  Those persons receiving their portion 
of the value of the property by a gift lose the capital gains exclusion, unless they can establish 
personal residence by residing in the property for two of the forthcoming five years after their 
name is on the title.  They also lose the step up in basis if they choose to sell the property 
outright. 
 
The IRS recognizes certain irrevocable trusts called "grantor" trusts that if structured properly, 
can retain the capital gains exclusion and the step up in basis even though ownership has 
changed to the trust.  We will discuss these arrangements in much more detail in the section on 
taxes. 
 
The "Due on Sale Clause" if Title Is Changed   
The due on sale clause was instituted in the beginning of the 1980s to protect banks from loan 
assumptions that could possibly preserve existing interest rates which were lower than prevailing 
rates.  The banks didn't want to be stuck with an assumption with lower interest loans as interest 
on new loans was increasing substantially.  Initially, there was no legal enforcement other than 
tort enforcement for the banks.  A Supreme Court case in 1982 and a subsequent statute passed 
by Congress in the same year gave Federal legal stature to this provision.  Here is the clause as 
typically written into every mortgage contract. 
 

17. Transfer of the Property or a Beneficial Interest in Borrower. If all or any part of the 
Property or any interest in it is sold or transferred (or if a beneficial interest in Borrower 
is sold or transferred and Borrower is not a natural person) without Lender's prior written 
consent, Lender may, at its option, require immediate payment in full of all sums secured 
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by this Security Instrument. However, this option shall not be exercised by Lender if 
exercise is prohibited by federal law as of the date of this Security Instrument. 
If Lender exercises this option, Lender shall give Borrower notice of acceleration. The 
notice shall provide a period of not less than 30 days from the date the notice is delivered 
or mailed within which Borrower must pay all sums secured by this Security Instrument. 
If Borrower fails to pay these sums prior to the expiration of this period, Lender may 
invoke any remedies permitted by this Security Instrument without further notice or 
demand on Borrower. 

 
This provision creates a problem for transferring title in the home when there is an existing 
mortgage lien on the home.  It is becoming more common nowadays for seniors to borrow 
against the equity in their homes because many seniors don't have the income otherwise to pay 
their bills.  The most common types of loans are home equity lines of credit or reverse 
mortgages.  But, we are also seeing more and more seniors refinancing their homes outright to 
get at the equity. 
 
Transferring the home into a trust or even retitling it requires permission from the mortgage 
company or bank.  By the way, FHA and VA loans do not have these provisions but they do 
have a requirement that anyone assuming the loan must go through a credit check and be 
approved prior to allowing the assumption.  Living trusts are specifically excluded from this 
provision and can be used as a way of shifting the title.  Unfortunately, living trusts are of little 
value in the type of planning that we do for Medicaid or VA benefits. 
 
If there is a mortgage lien on the property, this may prevent implementing some of the strategies 
that we have discussed.  On the other hand, as long as the original titleholders names remain on 
the property, there should be no reason to prevent putting other names on there as well.  
However, the clause does require permission, even for a partial transfer of interest in the 
property. 
 
In some cases, triggering the due on sale clause might be an acceptable practice for certain 
strategies.  It is not illegal to trigger the clause, it only gives the mortgage holder the right to 
demand full payment or eventually foreclose.  If the primary residence is going to be left vacant, 
and the intent is to sell, then triggering the clause might be the lesser of two evils in the planning 
process.  If the sale were agreed to prior to transferring the property to a trust, the seller has 30 
days before the bank can take any action.  On the other hand, if the housing market is not good 
and it takes too long to make the sale, foreclosure could happen and that might be a worse 
consequence.  In addition, transfer of the title to a trust might also affect the title insurance filed 
with the mortgage company. 
 
Then there is the case of reverse mortgages.  If there is a reverse mortgage on the property, when 
the property is vacated by the original individuals on the mortgage, the loan becomes due 
anyway.  Oftentimes, the bank is willing to wait for 12 months in order to get the property sold.  
We are not sure what the consequences on a reverse mortgage are of transferring the title to an 
irrevocable trust when the house is left vacant as opposed to the procedure the bank goes through 
to call the loan when the provisions of the reverse mortgage are no longer met. 
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Dealing with the Home under VA Aid and Attendance Rules 
 
How VA Aid and Attendance Treats the Home 
According to 38 CFR § 3.275, the criteria for determining net worth for purposes of applying the 
asset test as pertaining to the house are as follows 
 

"(b) Definition. The terms corpus of estate and net worth mean the market value, less 
mortgages or other encumbrances, of all real and personal property owned by the 
claimant, except the claimant's dwelling (single family unit), including a reasonable lot 
area, and personal effects suitable to and consistent with the claimant's reasonable mode 
of life." 

 
Adjudication manual M21-1MR further defines net worth as the following 
 

"For veterans’ Improved Pension, a veteran’s net worth includes the net worth of his/her 
spouse."   

 
(Our observation: This means the home is excluded for the asset test and because net worth also 
includes the spouse, a spouse living in the home extends the exemption to the home even if the 
veteran is living elsewhere.) 
 
The manual further states 
 

"The size of the “reasonable lot area” that can be excluded from net worth consideration 
is determined by the degree to which the property is connected to the dwelling and the 
typical size of lots in the immediate area.   
 
Contiguous land which is closely connected to the dwelling in terms of use, and which 
does not greatly exceed the customary size of lots in the immediate area, is excluded from 
net worth consideration. 
 
In some instances a claimant’s place of residence and place of business are the same.   
 
Example:  A farmer may live in a house on the farm or a grocer may live in an apartment 
over the store.   
 
In such cases, the value of the residence area must be considered separately from the 
value of the business area.  The value of the residence area may be excluded.  The value 
of the business area is considered net worth the same as any other business asset. 
 
If the claimant lives on a farm which is not used for business purposes, exclude the value 
of the residence area and consider the rest of the farm as net worth.  
 
State laws may provide that certain property is part of the claimant’s homestead or 
exempt from the claims of creditors.  Such homestead and exemption statutes are of no 



 116

consequence in determining if the value of the property is to be considered part of a 
claimant’s estate for VA purposes." 

 
If VA at Any Time Determines Net Worth (Assets) Causes Disqualification for the Benefit 
According to the manual 
 

"If the net worth of a beneficiary with a running award becomes excessive 
 
 determine the date from which net worth became excessive, and  
 discontinue the award under reason code 12, effective the first of the following calendar 

year (unless an earlier date of discontinuance is appropriate because of excessive 
income or for other reasons). 

 
Example:  
A veteran with a running award owns a painting by a famous artist valued at $30,000.  The 
artist dies on June 24, 2000, and the value of the painting immediately goes up to 
$100,000. 
 
VA uses VA Form 21-8049, Request for Details of Expenses, to obtain information about 
the veteran’s financial status and determines that the painting valued at $100,000 makes 
the veteran’s net worth excessive effective June 24, 2000.   
 
Result:  Apply the end-of-the-year rule for the effective date and discontinue the award as 
of January 1, 2001. 
 
Note:  If the claimant fails to disclose asset information and it is later determined that net 
worth was excessive from the effective date of the award, stop the award from date of 
inception.  The claimant was never properly entitled to pension." 

 
(Editor's note: What this instruction means to our readers is if the claimant divests assets in order 
to qualify for pension and VA finds out later that the divestment was not done properly or the 
home was assumed as exempt when it was not, the entire award from day one is disallowed.  
Remember, there is no legal requirement to divulge asset arrangements prior to applying for the 
benefit.  Thus, divestiture arrangements are never disclosed to VA and would only be discovered 
during an audit or through other means that VA has at its disposal.  Disallowing the award means 
that VA will come back, perhaps years in the future, if a negative determination is made on 
divestiture, and demand its money back.) 
 
The manual goes on 
 

"If it is determined that net worth is no longer excessive, resume an award that was 
discontinued because of excessive net worth from the date that net worth ceased to be 
excessive.  
 
However, if the claim has been finally adjudicated under 38 CFR 3.160(d) because one 
year has expired from the date of notice of the discontinuance or the date of denial on 
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appellate review, the award cannot be resumed earlier than the date of claim, per 38 CFR 
3.31 and 38 CFR 3.660(d)." 
 

If a claim is denied for 
excessive net worth … 

Then … 

or an award is discontinued 
because of excessive net worth

the claimant has one year from the date of 
notification of denial or discontinuance to 
submit new evidence or file a notice of 
disagreement (NOD). 

and circumstances change so 
that net worth no longer bars 
entitlement 

benefits can be paid f rom the date net worth 
is determined not to bar entitlem ent, 
provided the reopened claim  is received 
before the denial for excessiv e net worth  
becomes final. 

 
What Happens If the Home Is No Longer Occupied by the Veteran or Spouse? 
VA's treatment of a personal residence that has been left unoccupied by a beneficiary or spouse 
is at odds with the treatment for Medicaid.  We will also refer to the home in particular as a 
"personal residence."  This is the term that Medicaid uses.  At some point -- no one knows for 
sure -- a non-personal residence becomes an asset under VA's interpretation of the rules.  VA 
does not have a formal policy to address at what point the home is no longer exempt.  In talking 
with the pension adjudication office, we are under the impression that it could occur within a 
month of the home becoming a non-personal residence.  Even if the home is occupied, it is still 
an asset and not exempt if it is not occupied by the veteran, the surviving spouse or the veteran 
and spouse or a qualifying dependent.  Under Medicaid rules, in almost all states, a vacant house 
or non-personal residence can remain exempt as an asset and not create a penalty.   
 
The treatment from VA creates a dilemma for the VA beneficiary.  To get the VA benefit often 
requires changing title on the home which then creates a penalty for Medicaid.  If Medicaid were 
the only benefit expected, the dilemma would not exist because the home does not have to 
change title to remain exempt under Medicaid. 
 
Aid and Attendance -- If an Exempt Home Disqualifies from Inception 
Consider the following example. 
 
Mary is living in her home but is in the process of transitioning to an assisted living.  Mary's 
equity value in her home is $180,000.  Mary is a single surviving spouse applying for death 
pension.  She chooses not to list the house as an asset on her application for pension because it is 
currently a personal residence and is exempt. 
 
Here is the dilemma.  It will soon be vacant and then will become an asset for net worth 
determination.  Even if a member of Mary's family moves into the home, it is no longer exempt 
because it is not a personal residence.  On the other hand, if she were to list it as an asset, 
anticipating the move, she could not get the aid and attendance benefit.  As a general rule, 
anyone helping Mary apply for the benefit would likely take advantage of the exemption and not 
consider that the home, could at some future point, be a bar to her receiving benefits.  Only those 
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individuals savvy enough to understand this problem will try to deal with it at the point of 
application. 
 
Let's assume that the house was treated as exempt and Mary qualified for the VA benefit.  A year 
later the home is sold.  Knowing that she cannot have this cash and still qualify for the benefit, 
the family immediately takes the cash out of her name or better yet has the check made out to a 
member of the family who is a power of attorney and facilitated the sale.  Approximately 6 
months later Mary receives a letter from VA that notifies her she was ineligible for her benefit 
from the point of application and VA is demanding that she pay back $18,000 in overpayment. 
 
What happened?  When the home was sold, the title company filled out a mandatory IRS form 
1099S that listed Mary on the title of the property.  This form must be filed with every real estate 
sale and sent to the IRS.  VA gets a copy of all IRS transactions of this type pertaining to 
beneficiaries receiving asset-determined benefits.   
 
Why then, is VA demanding all of its money back?   With a little investigation, VA finds out that 
Mary's name was on the title at the point of application and based on Mary's address over the 
past 18 months, determines she was not living there.  VA interprets the house was an asset at the 
time of application and Mary was not eligible for the benefit and therefore must return all of the 
money.  Mary may argue that the home was not originally an asset but had become so and might 
even prevail.  However, the fact that the asset was in her name early on would still disqualify her 
for the benefit after the first 12 months of the initial award.  She might only owe VA $6,000 
instead of $18,000. 
 
Aid and Attendance -- If an Exempt Home Becomes a Disqualifying Asset over Time 
Sometimes application is made for a veteran household where the house will continue to be 
occupied by the veteran or the couple or the single surviving spouse.  Over time, this situation 
may change where the home is no longer occupied by any of these people.  At this point, VA 
will consider it as an addition to net worth.  Let's look at the following example. 
 
Jim and Grace own a home with equity value of $250,000.  They make application for pension 
with aid and attendance and they are awarded a benefit based on high medical costs for care in 
their home.  After receiving pension for two years, it becomes necessary for Jim to move to an 
assisted living memory care facility as his Alzheimer's has gotten worse and he can no longer be 
cared for at home.  Pension will continue to pay for his costs in assisted living. 
 
In the meantime, in caring for her husband, Grace has suffered extreme stress and her physical 
and mental condition have deteriorated as a result.  Grace's daughter finds it necessary to bring 
her mother into her own home to watch over her.  This leaves the primary residence unoccupied 
by either Jim or Grace. 
 
Within a short period of time, VA will consider that the home is no longer exempt and it will 
become an addition to net worth under the net estate rules.  The value of the home is greater than 
VA would normally allow for net estate values and thus will disqualify Jim from receiving his 
$1,949 a month to help him pay for assisted living.  The problem is, perhaps Jim and Grace may 
have known that VA needed to be notified of a change in assets, but neither of them is in a 
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mental state to allow them to be aware of this.  Certainly, Grace's daughter is not aware of this 
important requirement as she was not involved in the original application process and no one has 
ever contacted her about it. 
 
Grace moves into her daughter's home in November.  Two months later, in January of the 
following year, the EVR is sent out and Grace's daughter takes the responsibility to help her 
father-in-law fill out the form.  The form is not clear about changes in assets.  We have included 
screenshots of the portion of the EVR pertaining to net estate as well as the instructions on how 
to fill out the form in relation to those assets.  The instructions clearly state that net worth does 
not include the "house you live in," but most people would not know that a house that is not lived 
in is treated differently.  Even the form itself is unclear because it lists real property under net 
worth and then in parentheses states "(not your home)."  As a result, Grace's daughter does not 
include the value of the house on the EVR.  She has her father-in-law sign the document and 
returns it before March 1 so as not to lose the benefit. 
 

Excerpt from EVR 

 
 

 
 
Grace's daughter, in conjunction with the other members of the family, put her mother's home on 
the market when her mother came to live with her.  In April of the same year that the daughter 
filled out the EVR, the house is sold for $280,000.  Two months later, in June, Jim receives a 
notice from VA that his benefits have been discontinued from May 1 of that year and VA is 
demanding back an overpayment of $1,949 for the month of May.  The explanation is that the 
household income adjusted for medical expenses (IVAP) exceeds the maximum allowable 
pension rate (MAPR) and Jim is no longer eligible. 
 
It is evident that VA received a copy of the 1099S from the sale of the property and is taking 
corrective action.  When the income from the sale is received, because Jim and Grace's names 
were listed on the 1099S as being on the title, and regardless of who actually received a check 
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from the sale, it is considered income to Jim and Grace at that point.  Since Grace's daughter is 
the one in charge, she does not know what to do. 
 
VA also has the option of treating this in a different manner.  If the agency felt that the home had 
a grace period between the point at which it became an asset and the point at which it was sold, 
the sale could be treated as a conversion of an asset rather than the sale being treated as income.  
Let's assume this is the case.  In this case, VA would correspond with Jim and find out at what 
point the house was no longer occupied by his wife, Grace.  (Of course, it is to be understood 
that Grace' s daughter is going to be involved in this whole process.  Jim's family is not interested 
and not available.)  A determination then could be made that the house became an addition to net 
worth at the point at which Grace went to live with her daughter.  Having an asset that increases 
the net estate beyond the limit allowable for receiving the benefit is treated differently from 
receiving a disqualifying income. 
 
In this case, the aid and attendance benefit is payable until the end of the calendar year and then 
beginning in January, the benefits stops.  On the other hand, as soon as the asset has been 
transferred or diverted in some other way, the benefit is payable from the day that this happens.  
In our example, the letter from VA came in June.  If the family were to divest the assets shortly 
thereafter, the benefit would resume on that date.  In fact, if Grace's daughter had known this rule 
in advance, she could have notified VA immediately when her mother came to live with her and 
then set up a trust arrangement to change the title on the home and get it out of Jim and Grace's 
names.  This would have resulted in Jim losing only about one month of benefit instead of losing 
7 months of benefit because the sale of the home was treated as income. 
 
With the example where VA treated the sale of the house as income and did not consider that a 
new asset had been previously acquired, (a formally exempt home) the benefit is stopped on the 
first day of the month following the month in which the income occurred and cannot be resumed 
for the entire calendar year.  Application must be made in January of the following year to 
reinstate the benefit. 
 
From our two examples, it is evident that it is better to have VA treat a home that was formally 
exempt as a new asset rather than allow a sale to occur and have VA count the proceeds from the 
sale as income. 
 
We will discuss further on the planning strategies to apply to various situations where the home 
would be exempt or presumed exempt at application and where the exemption is lost either 
within a short time after the application or a long time such as a year or more. 
 
VA/Medicaid Strategies If the Home Becomes an Asset at or Shortly after Application 
For VA applications, where the home will no longer be a primary residence, the home should be 
sold as soon as possible.  This is because the home must be titled out of the names of the veteran 
and/or spouse in order to allow for qualification for the benefit.  A sale of the home will free up 
cash to take care of the Medicaid gifting penalty created by meeting the asset test for the aid and 
attendance benefit.  If the home is not gifted, the issue we have discussed previously of the house 
becoming an asset will disqualify them either from the date of the original application or at the 
end of the benefit year.  VA will be demanding repayment for an overpayment of benefits. 
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It is probably best to sell the home before applying if at all possible.  This is because the capital 
gains exclusion can be used.  In addition, if there is a mortgage lien against the property, it may 
not be possible to transfer the property into an irrevocable trust in order to facilitate the sale.  
Transfer into a revocable trust -- which is exempt from the due on sale clause -- does not 
constitute a gift for VA purposes and would not result in approval. 
 
If the home cannot be sold, then it should be transferred into an irrevocable grantor trust to 
preserve the tax advantages.  This transfer will trigger the due on sale clause.  This transfer of 
course also creates a penalty for Medicaid.  If a Medicaid application occurs within the first five 
years of this transfer, there is a penalty.   
 
The flow of money from VA will continue to help offset the cost of a nursing home but that 
money would stop flowing if the title on the home were transferred back into the name of the 
Medicaid beneficiary in order to do away with the Medicaid penalty.  The only solution to 
keeping the VA benefit money flowing is to sell the home at some point prior to applying for 
Medicaid and use that money in a reverse half a loaf strategy or pay-the-penalty strategy. 
 
Here is another possible strategy.  If there are enough interested family members who would 
inherit the home, the value of the home can be diluted by putting their names on the title.  This 
may still require permission from a mortgage lien holder, but as long as the original individuals 
on the title have the capability of paying the loan or meeting the provisions of the reverse 
mortgage, permission should be granted. 
 
For example, suppose that Frank owns a home worth $200,000.  He has a reverse mortgage on 
the home that has grown to $100,000.  His equity interest in the home for VA net estate purposes 
is $100,000.  Assuming the mortgage company allows him to put other individuals on the title, 
Frank has three children whom he can place on the title with him.  With four owners on the title, 
Frank's interest in the property for VA purposes is $25,000.  He will likely be approved for the 
aid and attendance benefit if he has no other assets. 
 
Frank is on his way to an assisted living and the home will no longer be his primary residence.  
This then will make the reverse mortgage due and payable.  As with the first strategy above, the 
house must be sold and cashed out.  It may not require rejiggering the title and placing the home 
in an irrevocable grantor trust for purposes of preserving Frank's capital gains exclusion.  
Depending on his basis in the home, the actual sale value may only be $100,000.  Paying off the 
reverse mortgage, and the family paying three quarters of the capital gains tax liability -- $11,250 
-- might be a better alternative to any other planning strategies. 
 
VA/ Medicaid Strategies If the Home Remains Exempt but may Revert to Countable 
Let's look at another example. 
 
Ralph and Marjorie own a small farm of 50 acres.  They have a farm equipment and seed, line of 
credit against the property with their local bank with a balance of $50,000.  Ralph can no longer 
do any farming, but his son, Dan is growing crops on the land part-time and has a full-time job in 
town.  Dan is using the land free of charge and basically paying for the cost of running the farm 
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out of his income from the crops.  He takes home some additional income every year if he has a 
good year.  In addition to their farming equipment, Ralph and Marjorie own their home, a car, a 
pickup truck and personal property in their home.  They also have about $90,000 of cash in a CD 
in the bank remaining from a previous sale of part of the original farm property.  Ralph also has a 
$50,000 IRA in his name.  The farm has been appraised at $440,000.  The market value of 
equipment less loans on the equipment is basically zero.  Ralph and Marjorie's only income is 
combined Social Security at $2,000 a month.  Ralph's share of social security is $1,500 a month 
and Marjorie's share is $500 a month.  Ralph recently had a stroke and has difficulty in taking 
care of himself.  Ralph's wife, Marjorie and his daughter-in-law Christine have been providing 
his care in the home. 
 
Ralph is a war veteran and is eligible for the aid and attendance benefit of $1,949 a month.  
Ralph and Marjorie's advisor helps them put together a personal care arrangement with their 
daughter-in-law Christine providing the care.  A care contract is drawn up and payroll services 
are arranged where Christine is paid $2,300 a month and a paycheck is issued after taxes have 
been withheld.  Under IRS rules, Christine is considered a domestic employee.  In addition, 
Christine bills her in-laws monthly using a customized invoice.  The adviser has created a proper 
paper trail in case there is ever an audit from VA or the IRS. 
 
Christine deposits her net income of $1,980 a month into a special checking account in her name.  
She will use this money to pay the food, utility and other costs for her in-laws until the VA 
benefit kicks in.  Under VA rules this does not count as income to Ralph and Marjorie. 
 
The advisor outlines for the family the financial steps that must be taken in order to qualify for 
the aid and attendance benefit. 
 

 Ralph converts his $50,000 IRA into an income annuity paying $500 a month. 
 Ralph and Marjorie transfer the $90,000 in the CD out of their names and into the names 

of Dan and Christine. 
 The property is subdivided with Ralph and Marjorie retaining ownership in the home and 

outbuildings and 1 acre of land and the farmland is another parcel. 
 Ralph and Marjorie retain ownership of the home and outbuildings which are worth 

$140,000. 
 An irrevocable grantor trust with Dan as trustee is set up into which the farmland is 

transferred. 
 The bank has given permission to transfer the mortgage obligation to the trust as long as 

Dan is a cosigner along with the trust as owner. 
 Ralph transfers his interest in the home title to Marjorie. 

 
After making these arrangements, application is made to VA.  VA will not consider the home 
and a reasonable amount of land -- 1 acre -- as an asset for net estate purposes.  The rest of the 
property is considered an asset but has been transferred to an irrevocable trust.  Ralph and 
Marjorie have no other countable assets for VA purposes.  Ralph's and Marjorie's medical costs 
are $2,300 a month to Christine, $200 a month for recurring prescription drugs paid for out-of-
pocket and approximately $190 a month for Medicare part B for the both of them.   
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The IVAP for the family exceeds the couple's MARP with the aid and attendance allowance and 
Ralph will qualify for $1,949 a month.  Christine must continue to be paid for her services even 
when the money starts flowing because there must be medical costs every year that outweigh the 
income.  Otherwise, the benefit will be reduced or stopped. 
 
After two years, Ralph has another stroke and is severely disabled and it is impossible for him to 
remain in the home.  He must go to a nursing home.  The nursing home costs $6,000 a month.  
Ralph and his wife gifted a total of $360,000 in a trust and from the CD.  The state Medicaid rate 
is $6,000 a month and Ralph has a 60 month penalty. 
 
Ralph and Marjorie's income with VA and Social Security is $3,949 a month.  They are short 
about $2,000 a month to pay for the nursing home.  Using all of their income, they will have to 
come up with a little over $120,000 to cover the 60 month penalty.  There is still the $90,000 left 
in the CD because the VA benefit gave them enough money along with Christine subsidizing 
their needs with her income from VA to cover everything they needed.  Ralph continues to 
qualify for the VA benefit based on the nursing home costs. 
 
The planning at this stage could take several directions.  Let's look at one option.  Assume that 
they decide to cover the nursing home penalty out-of-pocket for three more years until they get 
past the five year look back.  This will cost them approximately $72,000.  The anticipation is that 
they can keep the home, which is exempt for Medicaid purposes, and that Medicaid can pay the 
bills if Ralph is still alive in three years.  There is one problem.  There is no income for Marjorie.  
She is forced to move out of the house and in with Dan and Christine at least until Medicaid 
kicks in.  With an intent to return, the house is still exempt for Medicaid purposes but has now 
become an asset for VA purposes. 
 
With the home as an asset for VA purposes, more gifting must take place to retain the VA 
benefit.  The house could be put into the grantor trust at this point and lose its exemption for 
Medicaid purposes.  This just creates an additional five-year look back and an additional new 
penalty. 
 
The home can also be rented out and the additional income can be applied toward the cost of the 
nursing home.  This reduces the amount of private pay necessary to get past the next three years 
of look back.  Because of the cost of the nursing home, Ralph and Marjorie are upside down in 
their cost versus income and additional rental income would unlikely disqualify them for the VA 
benefit.  This still doesn't solve the problem of the house being an asset for VA purposes. 
 
It just so happens that in the state in which Ralph and Marjorie live, Marjorie can transfer her 
interest in the home to someone else and this will not disqualify Ralph for Medicaid.  VA is 
notified of the change in assets.  The benefit is discontinued for the month in which the home 
became an asset.  As soon as the transfer of the home is complete, VA is notified that the asset is 
no longer in Ralph or Marjorie's name and the benefit resumes from the date of that notice.  This 
strategy will retain the VA benefit through the three years of penalty until Medicaid can take 
over.  VA will continue to pay the full amount even with Medicaid paying the bill as long as 
Marjorie is alive. 
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STEP 3 
  
Using Eldercare Professionals  
  
Using professional help relieves stress,  
reduces conflict, and saves time and money.  
  

  
  
  
  

Eldercare Planning Requires a Team Approach 
  
Eldercare services are complicated and provider contacts are fragmented throughout the 
community.  For the majority of Americans, eldercare becomes a frustrating do-it-yourself 
process.  This approach is unnecessary.  Using care professionals is the most cost effective and 
efficient way to provide help for a loved one. 
  
Hiring professional advisers or providers to help with eldercare is no different than using 
professionals to help with other complex issues such as car repairs, dealing with taxes, dealing 
with legal problems, or needing trained employees to help run a business. 
  
With their education and training, eldercare professionals also bring experience that only comes 
from dealing with countless hands-on, caregiving challenges.  You should use this valuable 
experience. 

  

In much the same way that a three legged stool needs all 
three legs to be useful, the care planning approach needs 
at least three key entities in order to be successful.  It 
needs YOU,   ELDERCARE PROFESSIONALS, and 
GOVERNMENT ELDERCARE PROGRAMS.  Learn more 
in this chapter about how these three elements work 
together in planning for eldercare. 

  
An Example of How Team Care Planning Can Work 
Mary is taking care of her aging husband at home.  He has diabetes and is overweight.  Because 
of the diabetes, her husband has severe neuropathy in his legs and feet and it is difficult for him 
to walk.  He also has diabetic retinopathy and, therefore, cannot see very well.  She has to be 
careful that he does not injure his feet, since the last time that happened he was in the hospital for 
four weeks with a severe infection.  She is having difficulty helping him out of bed and with 
dressing and using the bathroom.  She relies heavily on her son, who lives nearby, to help her 
manage her husband's care. 
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On the advice of a friend, Mary is told about a professional care manager, Sharon Brown.  The 
cost of an initial assessment and care plan from the care manager is $300.00.  Mary thinks she 
has the situation under control and $300.00 for someone from the outside to come in and tell her 
how to deal with her situation seems ridiculous.   
 
One day Mary is trying to lift her husband and injures her back severely.  She is bedridden and 
cannot care for her husband.  Her son, who works fulltime, now has two parents to care for.  On 
the advice of the same friend, he decides to bring in Sharon Brown and pay her fee himself. 
 
Sharon does a thorough assessment of the family's needs.  She arranges for Mary's doctor to 
order Medicare home care during Mary's recovery.  Therapists come in and help Mary with 
exercises and advice on lifting.  Sharon advertises for and finds a private individual who is 
willing to live in the home for a period of time to help Mary with her recovery and watch over 
her husband.  Sharon makes sure the new caregiver is reliable and honest and that taxes are paid 
for the employment.  Sharon enlists the support of the local area agency on aging and makes sure 
all services available are provided for the family.   
 
Sharon also calls a meeting with Mary's family and explains to them the care needs and how they 
need to commit to help with those needs.  Sharon makes arrangements to rent or purchase 
medical equipment for lifting, moving and easier use of the bathroom facilities.  Medicare will 
pay much of this cost. 
 
Sharon suggests using a geriatric care physician she works closely with to help Mary in the care 
of her husband.  The geriatrician meets with Mary and her husband and spends a great deal of 
time explaining the proper treatment and care of elderly with diabetes.  He rearranges 
medications and puts Mary's husband on a new insulin regimen to better control his blood sugar.  
The physician starts a strict diet and insists on weight loss and exercise.  The previous doctor 
seemed more interested in treating symptoms than in changing lifestyles.  The geriatric physician 
feels that Mary's husband has a chance of improving his health with proper treatment.   
 
Sharon also works closely with an elder law attorney and a financial planner who specializes in 
the elderly.  The attorney prepares documents for the family including powers of attorney, a 
living will and advice on preserving Mary's remaining assets.  The financial planner recommends 
a reverse mortgage specialist to help Mary and her husband tap unused assets in their home's 
equity.   
 
Some reverse mortgage proceeds are used to pay off debt.  The remaining proceeds are converted 
into income with a single premium immediate annuity in order to provide Mary adequate income 
when her husband is gone and she loses one of the Social Security payments. 
 
With the help of the care manager, Mary's life and future have been significantly improved.  Her 
husband as well, if he adheres to the care plan, may end up having a better quality of life for his 
remaining years. 
 
In the above example, medical services, legal and financial services, government aging services, 
and government Medicare came together to provide improved eldercare services with several 
bonus helps for Mary and her husband that she was not aware of. 
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The following professional service providers or advisers are discussed in detail in 
the ensuing pages of this section of the book. 
 
1. Geriatric and Professional Care Managers  
2. Geriatric Medical Services                 
3. Professional Home Care Services 
4. Home Maintenance, Transportation, Chores 
5. Home Disability Support & Medical Alert 
6. Elder Law and Estate Planning Advisors 
7. Elder Mediation Services  
8. Guardianship and Trust Administration 
9. Financial Services Specialists 
10. Reverse Mortgage Specialist  
11. Seniors Relocation & Real Estate Specialists  
12. Hospice Care Providers  
13. PrePlanning, PreNeed Funeral Providers 
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1.  Geriatric and Professional Care Managers 
 
Also known as Geriatric Care Managers, Elder Care or Aging Care Managers, a Professional 
Care Manager represents a growing trend to help full time, employed family caregivers provide 
care for loved ones.  Care managers are expert in assisting caregivers, friends or family members 
find government-paid and private resources to help with eldercare decisions. 
 
They are professionals, trained to evaluate and recommend care for the aged.  They can be a 
nurse, social worker, psychologist, or gerontologist who specializes in assessing the abilities and 
needs of the elderly.  Below is a partial list of what a care manager or geriatric care manager 
might do:  
 
 Assess the level and type of care needed and develop a care plan.   
 Take steps to start the care plan and keep it functioning.   
 Make sure care is in a safe and disability friendly environment.   
 Resolve family conflicts and other issues with eldercare.   
 Become an advocate for the care recipient and the caregiver.   
 Manage care for a loved one for out-of-town families.   
 Conduct ongoing assessments to implement changes in care.   
 Oversee and direct care provided at home.   
 Coordinate the efforts of key support systems.   
 Provide personal counseling.   
 Help with Medicaid qualification and application.   
 Arrange for services of legal and financial advisors.   
 Provide placement in assisted living facilities or nursing homes.   
 Monitor the care received in a nursing home or in assisted living.   
 Assist with the monitoring of medications.   
 Find appropriate solutions to avoid a crisis.   
 Coordinate medical appointments and medical information.   
 Provide transportation to medical appointments  
 Assist families in positive decision making  
 Develop care plans for older loved ones not now needing care  
 
For those who desire to remain in the home, the care manager can help make that a reality and 
keep the care recipient away from a premature admittance into a care facility. 
 
But the care manager can also help in the other direction.  Oftentimes, the family is attempting to 
keep a loved one at home when that is not the best situation.  For many and various reasons, care 
in the home may be impossible.   
 
For example, consider the family where all family members are employed full time and both 
mom and dad need intensive care at home.  There is also not enough money to pay for caregivers 
to come into the home.  In an attempt to cover the situation, the family trades off taking care of 
mom and dad in the morning and in the evening and on weekends.  But they simply can't attend 
properly to the needs. 
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A care manager will have a better and more objective perspective of the situation.  In this case an 
assisted living facility would be a much better choice.  If there is not enough money, then a 
Medicaid facility may be the only choice. 
 
Also take the example of an individual who has Alzheimer's and has become difficult to manage.  
It just may not be possible for a caregiver in the home to deal with it, but because of 
stubbornness or lack of proper judgment, the caregiver is trying to cope.  Again, a care manager 
knows what to do and can help in this situation by recommending a different care environment. 
 
When trying to arrange care for a parent who lives in another state, securing the services of a 
care manger can be your greatest asset.  A manger, who is in your parent’s area, will assess your 
loved one’s needs and communicate to you the best care options.  The care manager will also be 
your eyes, ears and legs in helping you take care of your loved one by long-distance. 
 
Care managers can charge anywhere from $50.00 an hour to $200.00 an hour, or they may 
charge a flat fee for a care assessment and plan and then hourly for services beyond that.  Cost is 
usually covered from personal funds.  Eldercare insurance may cover the cost of an assessment, 
as many policies will pay $250.00 to $300.00 for a care assessment.  Policy language usually 
refers to this as care coordination.  Medicaid or Medicare will not pay for this service, but an 
area agency on aging may offer case management for certain low income or socially 
disadvantaged individuals. 
 
Find out the care manager’s billing policy.  Some will bill weekly or monthly and others bill at 
the end of their assessment or service.  There may also be charges that are not in their hourly fee.  
These may be mileage, phone charges, etc.  If another type of professional, like a doctor or 
lawyer, is brought in by the care manager, these other specialists will also charge for their 
services.  Make sure you are notified before they are brought in and their fees are approved. 
 
When you are comfortable with the arrangement, get everything in writing.  This will insure 
what you and the care manager expect from each other. 
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2.  Geriatric Medical Services 
 
Geriatricians or other Practitioners in Aging Medicine 
Geriatricians are doctors or nurse practitioners who specialize in treating older people.  In 
seeking medical professional help, the elderly or their family should attempt to discover geriatric 
care specialists in their area.  If that is not possible an effort should be made to locate a geriatric 
clinic in the area.   
 
Geriatric clinics are becoming more popular, and even though the doctors who staff them may 
not always be geriatric physicians, they are likely to be well aware of the problems associated 
with treating elderly people.  Many geriatric clinics include a team of specialists to help older 
people.  Here are some of the specialists who may be available in a geriatric clinic: 
 

 Geriatrician  
 Nurse 
 Social worker 
 Nutritionist 
 Physical therapist 
 Occupational therapist 
 Consultant pharmacist 
 Geropsychiatrist 

 
If there are no geriatricians or geriatric clinics in the area, an attempt should be made to find 
those doctors who specialize in elderly care.  This can be done by making phone calls to various 
doctors’ offices or by checking in the Yellow Pages.  It is to the older person’s benefit to find a 
doctor who understands aging and how to treat older people.  Proper geriatric health care might 
even help relieve the amount of care needed for an older person by improving health and 
reducing disabilities. 
 
House Call Doctors 
Many doctors are returning to the practice of medicine a hundred years ago and are making 
house calls.  Health insurance plans, including Medicare, will now reimburse a doctor and 
possibly a staff member, if test equipment is involved, to visit homebound patients in their 
homes. 
To qualify for a home visit, the patient must have to experience great difficulty in leaving the 
home in order meet with the doctor in his or her office.  This does not, however, mean the care 
recipient need be totally disabled.  It simply means that transportation requirements or help 
needed to get to a doctor might be very expensive or difficult to provide or the patient's safety 
might be jeopardized by leaving the home. 
 
Doctors are willing to visit in the home and provide service because they are paid more money 
by health insurance providers to compensate them for their time and their loss of efficiency in 
meeting patients in their offices.  Probably the insurance providers reason that the additional cost 
of meeting with patients at home, before major medical problems evolve, is more cost effective 
than paying for ambulances and treatment in emergency rooms. 
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Physicians Orders For Life Sustaining Treatment (POLST ) 
A POLST form is a physician’s order that records your wishes for resuscitation, use of 
antibiotics, artificially administered fluids, and nutrition. 
 
How it works: 
Your physician or nurse practitioner records your preferences and signs the POLST form.  
This becomes your prescription for treatment and is binding legally for your wishes, even if you 
are mentally unable to communicate when that time comes. 
 
You can change the order at any time.  A copy should be kept with your physician as well as a 
family member and yourself.  In the case of a 911 call for an emergency, the form must go with 
you so they know your wishes.  Otherwise, the emergency attendants are required to apply all 
lifesaving procedures. 
 
You can state the amount of care you want on this form.  For example, if you do not want a 
feeding tube, you can state that, or you may want minimum and temporary use of a feeding tube. 
Official POLST forms can be found on the internet under your state’s department of health 
website or may be procured from your physician.   
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3.  Professional Home Care Services 
 

For the elderly, who need eldercare services, the choice to stay in their home almost always 
requires some type of help and service from others.  There are many options to choose from in 
home care and the choice is usually made by the degree of personal or medical need.   
  
It is important to educate yourself on the types of home care services before choosing one.  There 
are many different services becoming available, from licensed home care companies, house 
cleaning services and errand services to companion services. 
 
State Licensed Home Health Agency 
A home health agency that is a state licensed company and is Medicare certified is used for 
homebound patients requiring medical attention or physical therapy.  You may be referred to this 
type of agency upon discharge from a nursing home rehabilitation stay or more likely by your 
doctor when the need arises for medical aid as well as personal aid in your home. 
 
These companies must meet legal and operating standards set by the state department of health.  
Your local area on aging or health department can provide you with the names of home health 
agencies that are licensed and Medicare certified. 
 
Home health agencies provide all medical personnel and services necessary for support in the 
home.  Some of these are: 
 

 Registered Nurse or Licensed Practical Nurse 
 Physical, speech and occupational therapists 
 Social workers 
 Individual and family counseling 
 Medication training and compliance 
 Management of IVs, wound dressing 
 Blood pressure monitoring 
 Diet and meal planning 
 Bathing, dressing, light housekeeping 

 
The chart below shows the type of help or skilled need most required from a home health 
agency. 



 133

What Services for The Elderly Are Provided by
 Home Health Agencies? (Percent of All Visits)  
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Source: 2005 Statistical Abstract of The United States, Health And Nutrition 

 
Most agencies hire, train, and supervise their personnel.  They work with your doctor (or their 
doctor) in seeing you get the right medical treatment and supervision.  They may also, as needed, 
secure the services of professionals such as infusion therapists or medical equipment companies.  
They can be your most valuable aid in staying in your home. 
 
As an example, when Jill’s mother broke her hip, she spent a week in the hospital recovering.  
When she was released, she still could not walk or take care of herself.  As she was going home 
to live with Jill and not go to a nursing home for rehabilitation, her doctor prescribed a state 
licensed, Medicare home health service.   
 
The home health care company worked with Jill to make her mother’s room and living 
conditions comfortable.  They secured an air bed that relieved the pressure from bed sores her 
mother had developed in the hospital.  Nurses were assigned twice a day to come and treat her 
wounds.  Aids came twice a day to bath, dress, and prepare her mom for the day and for night 
comfort.  Even though her room was in Jill’s home, they cleaned it and changed her bed daily.  
They worked with Jill on diet and medications.  A physical therapist came in twice a week to 
work with her mother’s mobility.   
 
Jill's mother was soon able to sit in a chair and walk without help.  The support from the home 
health care made it possible for Jill to have her mother stay in her home until her death and 
relieved much of the burden of caregiving.  Medicare paid for almost all of it. 
 
Another bonus from the professional companies is that they take care of the paper work, taxes, 
Medicare forms, etc.  Also, they make sure that the people show up to do their job. 
 
Non-Medical Home Care Services 
These providers represent a rapidly growing trend to allow people needing help with eldercare to 
remain in their homes or in the community instead of going to a care facility.  The services 
offered may include:  
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 companionship  
 grooming and dressing  
 recreational activities  
 incontinent care  
 handyman services  
 teeth brushing  
 medication reminders  
 bathing or showering 
 light housekeeping  
 meal preparation  
 respite for family caregivers  
 errands and shopping  
 reading email or letters  
 overseeing home deliveries  
 dealing with vendors  
 transportation services  
 changing linens  
 laundry and ironing  
 organizing closets  
 care of house plants  
 24-hour emergency response  
 family counseling  
 phone call checks  

 
A search of your local yellow pages under "Home Health Agencies" will reveal that a large 
number of the advertised providers are personal care or non-medical home health companies.  
This causes some confusion since the yellow pages choose the same classification to list non-
medical and traditional home care agencies together.  It's also important to know that some home 
health agencies also provide non-medical home care and this can be confusing as well. 
 
Non-medical home care agencies are different from traditional home health agencies in that they 
do not provide medical services or skilled services and they are not paid by Medicare.   
 
In addition, many states do not require non-medical home care providers to license with the state 
health department.  In some states a person desiring to start a business like this need only 
advertise, get a business license, and start hiring employees.   
 
On the other hand, some states require these companies to meet the same stringent rules under 
which traditional home health agencies operate.  This might include hiring trained employees, 
the use of care plans, periodic inspections by the state health department, and bonding.   
 
If you live in a state that does not require regulation of these companies, it is important for you to 
check the background and history of these providers before using their services.   
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Another benefit for the public is that many of these companies are part of a national franchise 
system.  There are a growing number of these home care provider franchises around the country.  
Being a franchise, it is more likely that you can trust the services of the company and not have to 
worry about theft or abuse with your loved one.  Many home health agencies also provide non-
medical home care services as well as traditional services. 
 
Non-medical home care services are paid for out-of-pocket, and in most cases by eldercare 
insurance.  However, some eldercare insurance policies will not pay home care providers who 
are not licensed.  If you live in a state that requires licensing of these providers the insurance 
should pay for their services 
 
Privately Hired Assistant 
Hiring someone to live in the home to provide 24-hour companionship or hiring a nonlicensed 
individual to come in daily to provide services, is another way to secure home care. 
 
It is important to note that unlike professional home care agencies, individuals from the 
community do not need to be licensed by the state or be Medicare approved.  You will be paying 
for these services yourself.  You will need to do the investigating of the individual to secure 
someone honest, moral, and capable of performing the service you want.  Where a home care 
agency makes sure their people will show up, if the person you have hired is ill or takes a 
vacation, you will be without that person. 
 
Since you are paying a wage, you will also be responsible for taxes.  These people will be on 
your payroll as you are their employer.  The IRS has special instructions and forms to help you 
pay the taxes for home-based employees. 
 
Home Telehealth 
Technology has developed computer and computer cameras to help the elderly in their homes 
stay safe and healthy.  Home telehealth--set up by medical professionals in the home--enables 
providers to monitor such things as medications and blood pressure and actually see the patient.  
Patient questions are answered and advice is given, while the monitoring nurse views through the 
video phone how his or her patient looks physically.   
 
Home telehealth is used primarily in rural areas where long distances make visits by home care 
providers difficult on a regular basis.  On the other hand, telehealth compensates for fewer visits 
by allowing these providers close monitoring and contact on a daily basis. 
 
Payment by Medicare and Medicaid for this service is determined by each state and the rules of 
eligibility under homecare waivers.   
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4.  Home Maintenance, Transportation & Chore Services 
 
Many seniors who want to remain in their homes find it difficult because of a lack of 
transportation or because of the necessity of maintaining the home and the yard and being unable 
to do so. 
 
There are numerous community and private services that provide such things as home repair, 
deep cleaning, remodeling, maintaining the yard, shoveling snow, transportation, and so on.  
Sometimes Medicaid or the local community area agency on aging will provide these services 
for financially needy individuals for free.  For people with means there may be a charge. 
 
There is currently a growing trend for private companies to provide these services for a fee.  
These companies do background checks, training, and supervision of their people.  The company 
has qualified workers in all areas of home maintenance, repair, yard work, etc.  Using such a 
company eliminates your need to do background checks, supervise, or take care of payroll  
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5.  Home Disability Support & Medical Alert Systems 
 
Assistive Technology 
Assistive technology is a broad term and may mean different things to different people but for 
our purposes we will define it as the following: 
  

1. Devices or systems to help people who have no skilled medical needs manage their 
disabilities  

2. Devices or systems that support disabilities with people who are receiving Medicare 
home care (durable home medical equipment) 

3. Personal items or devices that make life easier for people with disabilities 
4. Living environments that accommodate disability 
5. Consultants, books and other advice 
6. Home modification 

 
Devices to Help with Disability and No Skilled Needs 
These are systems or devices that are not covered by Medicare.  This may include certain home 
modifications, stair lifts, elevators, computer training, sensory augmentation devices, aides to 
mobility or for mobility convenience such as grab bars, bath lifts, chair and toilet lifts.  Others 
include medical alert systems, exercise equipment and whirlpools or special bathing equipment. 
 
Devices That Medicare Considers Durable Medical Equipment 
As a general rule Medicare will reimburse 80% of the cost for rental or purchase of devices or 
systems that support disabilities due to a medical problem.  Medicare has a certain list of these 
items that it will approve.  Following is a partial list of devices that Medicare will cover and that 
support disability in the home: 

 
 Oxygen equipment 
 Canes, walkers and crutches 
 Wheelchairs and scooters (scooters require a large co-pay) 
 Other mobility or medical-related home care devices (Medicare maintains a large list of 

these devices that may or may not be covered.) 
 
Personal Items or Devices That Make Life Easier 
These are items to make life in the home easier for those who are disabled.  This might include 
therapy systems, joint and limb supports, dining aids, bath, hygiene and toileting aids, reachers, 
button hooks, fasteners, shoehorns, holders, turners and so on.  The list also includes special 
clothing items. 
 
Living Environments That Accommodate Disability 
There are a number of companies or organizations that will restructure the living environment at 
home to make it possible for people to live at home.  This might include special training, 
augmentation devices, transportation, in-home services, environmental control devices, exercise, 
recreation programs, etc. 
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Consultants, Books and Other Advice 
There are numerous books available from bookstores and from online sources that give advice to 
caregivers in all areas of disability support.  These sources often go beyond the issue of devices 
and equipment and deal with such things as meal preparation, menus, activities, music, and other 
social issues important to the disabled.  Private and government consulting is also available.  
Check online or dial 211 or call the local area agency on aging for more help. 
 
Home Modification 
Many people with disabilities want to remain in their home as long as possible.  Such things as 
narrow doorways that cannot accommodate wheelchairs, more than one living level, and 
inconvenient layout of the home may prevent a person from living there.  In addition, disabled 
people often require rails, special bathroom facilities, and special dining accommodations as 
well.  There are three options to modifying the home: 
 

 Research can be done and materials procured to make the home more livable, and a family 
friend, or relative can pitch in and do the remodel. 

 A contractor can be employed to do the necessary modifications. 
 An attempt can be made to find a local company that specializes in full-package movement 

modification for the disabled.  These providers may be readily available in larger 
population areas. 

 
In addition, help can be sought from the following community service providers: 
 

 Local area agency on aging 
 State department on aging  
 State housing finance agency 
 Department of public welfare  
 Department of housing and community development  
 Senior center Independent living center  

 
The National Association of Home Builders and the AARP have teamed together to form the 
Certified Aging-in-Place Specialist (CAPS) program.  These people have been trained in the 
unique needs of the older adult population, aging-in-place home modifications, common 
remodeling projects, and solutions to common barriers.  It may be possible to find a person in the 
desired area by going to http://www.nahb.org/or by calling the local home builders association 
and asking for someone certified in this area.   
 
Medical Alert Systems, Tracking and Prevention Devices 
This area of assistance focuses more on the use of devices that warn of problems with 
homebound people who are often without caregivers for certain periods of the day.  This may 
include:  
 

 24-hour vital sign monitoring 
 video surveillance  
 emergency signaling systems (medical alert) or  
 GPS locator devices for wandering care recipients. 



 139

6.  Elder Law and Estate Planning Advice 
      
Many elderly rely entirely on family or other trusted individuals to help them.  Whether it is 
physiological or psychological, as people grow older, they tend to grow more childlike.  The 
dependence upon caregivers or family members makes an older person more vulnerable for 
abuse and financial exploitation.  Legal arrangements and protective actions by family may be 
necessary to shield loved ones from abuse. 
 
Making legal decisions about property, finances, power of attorney, and last rights are important 
tasks to complete in planning for eldercare.  Having legal documentation for your will, assets, 
and whom you designate to be responsible for your welfare can avoid family disputes, abuse of 
your needs and finances, and conserve your assets for your care. 
 
Elder Law Attorney 
Elder law attorneys specialize in legal issues affecting the elderly.  They are expert in Medicare 
and Medicaid programs and working with the elderly in assisting them and their families with all 
aspects of planning and implementing necessary legal documents.   
 
Qualified legal help is available from most elder law attorneys to help individuals in applying for 
and accelerating payments for Medicaid.  An elder law attorney can also help with disputes with 
Medicaid.  Likewise attorneys who specialize in Medicare can help with disability claims.  
Sometimes this help is the only way claims are ever granted. Below is a partial list of what an 
elder law attorney might do:  
 
 Preservation or transfer of assets seeking to avoid spousal impoverishment when a spouse 

enters a nursing home  
 Medicaid qualification and application and Medicaid planning strategies  
 Medicare claims and appeals 
 Social security and disability claims and appeals  
 Disability planning, including use of durable powers of attorney, living trusts and living wills  
 Help with financial management and health care decisions; and other means of delegating 

management and decision-making to another in case of incompetence or incapacity 
 Probate 
 Administration and management of trusts and estates  
 Eldercare placements in nursing homes and assisted living  
 Nursing home issues with patients' rights and nursing home quality 
 Elder abuse and fraud recovery cases  
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Estate Planning Attorney 
The estate planning attorney provides information and legal advice for preparing your properties 
and finances so they transfer in the most efficient manner to your heirs.  This also includes tax 
planning to avoid such things as estate taxes, state inheritance taxes and capital gains taxes on 
properties or investments. 
 
Most attorneys who specialize in elder law, also provide estate planning advice.  An estate 
planning attorney will help you with the following: 
 
 Give tax advice pertaining to estate issues 
 Perform probate services 
 Draw up wills and trusts 
 Design powers of attorney and other consent documents 
 Design special trusts or partnership programs to save estate or gift taxes 
 Design charitable gifting programs 
 Design strategies to transfer business ownership with death or disability 
 Design programs to pay for estate taxes 
 
Durable Power of Attorney 
Many people do not know the difference between a general and a durable power of attorney.  A 
general power of attorney is a document by which you appoint a person to act as your agent.  
Agents are authorized to make decisions for you, sign legal documents, etc.  Many people are 
unaware that a General Power of Attorney is revoked when the person granting that power 
becomes incompetent or incapacitated.  It is the "Durable" Power of Attorney that allows for an 
agent to continue making decisions on your behalf no matter what happens to you. 
 
A responsible adult child of an aging parent would be given a "durable power of attorney" to act 
on behalf of the parent.  This provides broader authority than just adding the child's name to 
bank accounts and documents.  Another form of durable power of attorney called a "springing 
power of attorney" allows for a more restrictive use of the power to act on your behalf. 
 
Living Will and Advance Directives 
A living will is your declaration made as to what actions you want taken in keeping you alive 
when you are in a vegetative state or there is no hope for recovery.  You may want little or no 
medical intervention or life prolonging action.  You set the limits in your will.  You should 
entrust your living will to a person who knows your wishes and will ensure that they are 
observed. 
 
CELA 
A Certified Elder Law Attorney (CELA) has studied the legal needs of elders, the rules of 
Medicaid and Medicare and handled a requisite number of pertinent cases in order to receive that 
designation.  This experience will make this person more informed about elder care issues. 
 
State Legal Services 
Most state bar associations have attorney referral programs or can direct you to an attorney 
referral program.  There are also programs to provide some free legal service for people with low 
income. 
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7.  Elder Mediation Services 
 
What Is Elder Mediation? 
It is amazing how quickly formerly cordial relationships between family members will sour 
when the family has to deal with care of elderly parents or inheritance at their death.  Sometimes 
the consequence of dealing with the final years of elderly parents can break families apart and 
create long lasting animosity.   
 
Elder mediation is a promising new tool to help families heal broken relations, solve difficult 
issues arising from dealing with elderly parents, or prevent misunderstandings or problems from 
happening in the first place. 
 
Mediation has been around for a long time, but only recently is it being applied to solving 
problems with elder care.  The term "elder mediation" is still not widely used and someone 
seeking services in this area would most likely contact a "family mediator." Elder mediation is a 
rapidly growing specialization in the area of family mediation.   
 
A mediator is a neutral third party who typically has no relationship with the family members 
who are in dispute or disagreement.  The mediator brings the disputing people together, sits them 
down in the same room, and causes them to talk to each other.  The mediator's role is to negotiate 
a resolution to the problem that is causing the disagreement.  The mediator does not dictate or 
make decisions for the disputing parties but finds ways to facilitate communication between 
them.  The goal of mediation is to produce a written agreement that all parties will abide by. 
 
It is amazing how little some families communicate with each other.  Perhaps when they grew up 
together, they were not accustomed to coming together as parents and children and working out 
problems.   They don't have this family council strategy to rely on.  It may seem unnatural to 
them.  But that is often exactly what is needed, especially in situations where, perhaps, one child 
is caring for the parents and the others are left out of the loop.  When disagreements arise, 
suspicions begin to grow.  Suspicions or distrust often lead to anger and the anger often leads to 
severing the channels of communication between family members.   
 
This breaking up of ties can occur between parent and child or between siblings or between all of 
them.  It is often at this point that a neutral third party can come in and repair the damage that has 
been done and help correct the problems that have come about because of the disagreement.  A 
mediator experienced in elder mediation is a perfect choice for solving disagreements due to 
issues with the elderly.   
 
Independent mediators are the people most likely to be of help to families needing elder 
mediation.  Those who specialize in elder mediation are most likely to have a background 
dealing with issues with the elderly.  Others of these providers may be able to help with elder 
mediation, but their specialty may be broader, and they will typically present themselves as being 
family mediators.   
 



 142

Depending on their reputation and their effectiveness, independent mediators may charge 
anywhere from $50 per hour to $150 per hour.  They may charge additional fees to formalize and 
make copies of the final agreement. 
 
Disagreements Suitable for Elder Mediation 
Elder mediation is a brand-new field and is still finding its roots, but those active in this area 
have identified the following issues with older people that can lead to disagreement, conflict or 
dispute: 
 

 parental living arrangements 
 health and personal care (such as driving ability) 
 provisions in the case of terminal illness,  
 home upkeep and repair 
 financial concerns 
 nursing home care  
 trust and estate issues 
 guardianship  
 power of attorney  
 relationships between parents, grandparents and grandchildren  

 
We can talk about principles and ideas all day, but one cannot fully realize the vision of how 
mediation can help unless one encounters actual examples where it would apply. 
   
Here is one example: 
Sally and Jane are taking care of their aging parents who are living in their own home but need 
special help with bathing, dressing, and preparing their meals.  Sally and Jane have their own 
families and both are employed.  They trade off spending their evenings with their parents and 
one of them has gone to part-time employment in order to help the parents in the morning.   
 
Their parents renovated the family home many years ago and created an apartment in the 
basement in order to produce rental income in their old age.  They also have an additional rental 
property that provides further additional income.    
 
Their married son--Sally and Jane's brother--with his wife and two teenage children are living in 
the basement apartment and paying no rent.  He is out of work and has had difficulty in the past 
remaining employed.  He does not help with the care of his parents and the parents are actually 
using most of their income to support him.  Sally and Jane are angry.  They need their parents to 
understand how they feel about the situation. 
 
A mediator is the perfect solution for solving this problem. 
 
Finding an Elder Mediator 
Most mediators have training and experience in the area that they are working.  Most can 
produce evidence of certification.  The number of cases processed and the background of the 
person offering this service is an important consideration in the selection.   
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8.  Guardianship and Trust Administration  
 
Guardianship 
According to the American Bar Association Commission on Law and Aging, guardianship and 
conservatorship involve the following: 
 
"Guardianship or Conservatorship is the legal tool of last resort for decision-making and 
management of your affairs.” 
 
A guardian is usually court-appointed to manage the property and/or personal affairs of persons 
who are not capable to do so for themselves.  Conservatorship typically involves management of 
just one’s assets without control over the person.  The court can limit the guardian’s authority  to 
specific areas of need or give unlimited power to the guardian..   

 
People need a guardian when they cannot make decisions themselves and serious harm may 
come to them.  In its most basic form, guardianship of person encompasses the job of making 
decisions for a person who has been legally declared incapacitated, incompetent or legally 
disabled.   
 
If you already have an agent or family member under a durable power of attorney or under a 
health care advance directive, the court will normally determine that the agent’s or family 
member’s authority shall continue to function. 
 
Because of the critical nature of the relationships among those involved - the family, the 
individual protected person and the guardian, the National Guardianship Association, Inc.  
(NGA) certifies guardians and encourages them to adopt a specific code of ethics.  It provides its 
members with education and training and the opportunity to set a national agenda to ensure 
standards of excellence.   
 
Trust Administration and Management 
A trust is a legal document that "entrusts" property to a trustee to manage that property for a 
person or persons whom the maker of the trust wants to benefit.  In most cases, the maker of a 
trust is creating a benefit for a loved one that will be distributed after his or her death.  Trusts 
usually involve very specific and detailed instructions on how a trustee is to carry out the duty of 
managing or distributing the property on behalf of a beneficiary.  A trustee can be a bank, an 
attorney, an individual, or a trust company. 
 
A trustee will manage investments, keep records, manage assets, and prepare court accountings--
paying bills and (depending on the nature of the trust) medical expenses, charitable gifts, 
inheritances or other distributions of income and principal. 
 
A trust relationship is also created in a will when the maker of the will specifies an entity to be 
an executor or personal representative of the estate.  This person or company then becomes a 
trustee for the deceased individual who made the will.  The responsibilities of an executor in 
settling the estate of a deceased person include collecting debts, settling claims for debt and 
taxes, accounting for assets to the courts, and distributing wealth to beneficiaries. 

http://www.guardianship.org/�
http://www.guardianship.org/�
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A third party trust officer such as a bank, attorney or trust company may also assume the role of 
a guardian for a minor child, distributing assets in a prearranged manner when the child becomes 
an adult.  Or the trust officer may also act on behalf of a developmentally disabled or mentally 
retarded person distributing assets under a special needs trust. 
 
Trusts are most often used with estate planning.  The purpose of estate planning is to minimize 
the cost and streamline the process of distributing assets to the next generation.  Here are some of 
the more common reasons people create trusts in estate planning: 
 

 To avoid probate 
 To minimize or eliminate estate taxes 
 To create life insurance trusts 
 To avoid capital gains taxes on the sale of property 
 To create an annuity income through charitable gifting 
 To receive a charitable gifting income tax deduction 
 To manage assets on behalf of a minor or someone who cannot handle his or her own 

affairs 
 
Trust companies are valuable partners in the management of trusts and in the process of estate 
planning.  These companies, for a small fee, will manage and invest assets, maintain escrow 
accounts, hold property pending an exchange sale, provide life insurance and income annuities, 
and provide safekeeping of valuables. 
 
Many people who create trusts or wills or both will designate a trust company or bank to be a 
trustee for their property instead of using a member of the family or close friend to do this.  The 
reason is that, all too often, assets are mismanaged or even stolen by family members or friends.  
Using a trust company that has a legally mandated, public fiduciary responsibility avoids this 
problem. 
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9.  Financial Services Specialists 
 
Now is the time to review your insurance policies, bank accounts, retirement accounts, annuities, 
bonds, and any other financial documents or plans that you have set up. 
 
Insurance Specialists 
Specialists in insurance have extensive knowledge in the products they offer and can give you 
the information you need for planning eldercare. 
 
Types of insurance specialists for eldercare planning. 
 

 Life insurance 
 Eldercare insurance 
 Medicare Advantage, supplement and drug plan specialists 
 Annuities 

 
There are many reputable companies that provide these products.  We advise you do some 
research, get referrals from friends that are satisfied with their agent and his or her products.   
  
Financial Advisor 
A financial planner or advisor, who works with the elderly, is going to understand how to 
manage assets for that age group.  This person will also understand how to use assets and income 
when there is a need for eldercare.   
 
A financial adviser will work closely with an estate planning or elder law attorney to make sure 
all arrangements for the estate, for disability, for loss of capacity, for medical treatment, and for 
eldercare are covered.   
 
An elder financial adviser is also likely to work with a team of other eldercare providers or 
advisers such as care managers, pre-need funeral planners, eldercare insurance specialists, 
reverse mortgage specialists and home health providers. 
 
Services covered by a financial advisor: 
 

 Investment advice  
 Income tax  
 Retirement planning  
 Small business  
 Protection and insurance  
 Estate planning  
 Saving for education  
 Asset allocation  
 General financial planning  
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10.  Reverse Mortgage Specialist 
 
With most people, their home is their biggest investment.  This one investment can provide the 
money you may need for your eldercare planning.  In Step 2, Reverse Mortgages were discussed 
as an option for paying for eldercare services, home repairs or alterations or just having money 
for wanted items.   
 
When you have decided to obtain a reverse mortgage, you then must determine what type of loan 
to use.  The U.S.  Department of Housing and Urban Development's popular home-equity 
conversion mortgage (HECM) is insured by the federal government.  The amount of loan you 
can obtain with HECM is determined by the FHA lending limit in your area.  If you own a high-
value house, you may be better off with a loan from Fannie Mae or from a private lender. 
 
Because reverse mortgages may be confusing, you are required to meet with a counselor before 
you can apply and to be sure you understand the pros and cons as well as how the reverse 
mortgage works.  A reverse mortgage is a major decision and the time spent with the counselor is 
well worth your peace of mind for your future. 
 
A reverse mortgage specialist works in conjunction with a lending company.  Some may be 
under contract with one company and others may offer services of multiple lending companies.  
A specialist usually only sells reverse mortgages and is expert in the rules and qualifications.  A 
specialist will help you find the right mortgage for your needs and, set up your counseling 
appointment and complete the appraisal and necessary documents. 
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11.  Seniors Relocation and Real Estate Specialists 
 
As people age, they often become overly attached to their homes and even though there may be 
compelling reasons to find other living arrangements, these folks will go to extreme lengths to 
remain in their homes.   
 
Notwithstanding the affection for their dwellings, there is oftentimes undeniable pressure for 
seniors to move out and into different living arrangements.  Consider the following:  
 

 The challenge of maintaining a yard and providing upkeep has become too great.   
 There is a need for eldercare that can't be handled in the home.   
 The older person needs supervision that can't be provided in the home.   
 The neighborhood has deteriorated and safety is a concern.   
 There is a desire to be near children or grandchildren (70% of those 65+ live within 1 

hour of a child).   
 The home cannot accommodate disability needs.   
 There is a need to avoid climbing stairs.   
 Assets are tied up in the home and cash is needed through selling the property.   
 Driving is no longer possible and available local transportation is not adequate.   
 There is a desire for a warmer climate, a yearning for new vistas or a need for challenging 

new experiences.   
 
Typically, the thought of giving up their residences, finding new accommodations, downsizing 
personal possessions and executing the move can seem overwhelming to many older people.   
 
Perhaps another obstacle for many seniors, contemplating a move, is the lack of support or help 
from family members.  In fact, some seniors have no children.  For others, the children are living 
far away or are extremely busy with their jobs or their own families.  And in some cases--
because people are living so long--the children are elderly as well and find it difficult to help 
with the move.   
This overwhelming pressure and stress relating to moving can often result in gridlock--a failure 
to make any decision at all. 
 
Because many elderly people face such a daunting task with moving, a growing number of 
seniors’ relocation specialists are stepping forward to provide assistance.  These individuals or 
companies provide or arrange for the following services: 
 

 advice and counseling,  
 help with finding new accommodations,  
 downsizing possessions through personal, caring assistance with discarding, donating or 

arranging estate sales,  
 selling the existing property,  
 organizing, arranging and scheduling the move,  
 unpacking at the new location and removing boxes and other debris,  
 setting up and arranging furniture.   
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And it isn't just the elderly person, contemplating a move, who is hiring these specialists.  Active 
senior communities, independent living facilities, nursing homes and assisted living often retain 
a relocation specialist to provide advice and arrange services to help seniors with a move.  
Family members of seniors have also found it more convenient to hire a specialist to help their 
loved ones with relocation.   
 
So who are these companies or individuals who provide seniors relocation and real estate 
services? 
 
Seniors Real Estate Specialists  
A Seniors Real Estate Specialist (SRES) is a real estate agent who specializes in helping the 
elderly transition to a new location.  The specialist has been trained to recognize the special 
needs of seniors and understand the various living arrangements available to older people.  Most 
of these specialists concentrate on selling the property and do not directly provide relocation 
services but they will arrange for companies or individuals or advisors who can provide these 
other services.   
 
Senior Move Managers 
A Senior Move Manager is a member of the National Association of Senior Move Managers.  
These people often have a background in social work or case management and have experience 
working with the elderly.  As such, they understand the needs and desires of seniors.  Senior 
Move Managers can provide or arrange for any needed service such as counseling and advice, 
selling property, downsizing or relocating their clients.   
 
Moving Companies 
Many independent moving companies recognize the special needs of seniors and they will 
provide moving services, storage and other specialized programs for this unique group of 
customers.  These companies will often work together with senior advisors and relocation 
specialists. 
 
Specialists with Developers or Senior Communities 
Active senior community developers, senior residences and care facilities have recognized that 
providing relocation services will help their clients or residents transition more quickly into the 
new living arrangements.  This not only relieves the stress on the seniors but also results in less 
cost to the providers who might be holding open properties or rooms for a long period of time 
due to the difficulty of selling the old residence and relocating. 
 
Professional Organizers 
Professional organizers--many of whom are members of the National Association of Professional 
Organizers--have found a unique niche in helping people reduce clutter in their homes or provide 
a more efficient office or living environment.  Because of extensive experience in reducing 
personal possessions, a professional organizer can be particularly useful in helping to downsize 
in anticipation of a move. 
 
Professional or Geriatric Care Managers 
Most care managers help people, needing eldercare, to find appropriate living arrangements.  A 
natural outgrowth of finding new accommodations has resulted in many care managers 
specializing in relocation services as part of what they do. 
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12.  Hospice Care Providers 
 

Some people are content to leave decisions regarding their death in the hands of others.  By 
doing so, they may expose themselves to unnecessary and futile treatments to prolong their life.  
They may also experience numerous visits to the emergency room in the last stages of their life.  
This dependency on others often results in great stress to family members, when elders lose their 
capacity and have not made their last wishes known.  Family is often forced to make decisions 
about life support and treatment without knowing whether their loved one would have wanted 
these interventions. 
 
Adding a knowledge of hospice care to your plan provides assurance your last days or those of a 
loved one will be spent where and how you want. 
 
There are companies that specialize only in hospice care.  Or it is often the case that home health 
agencies also offer hospice.  Hospice provides a team of specialists that work under your 
physician’s orders to provide every aspect of care. 
 
This could include: 
 

 Hospice case manager 
 Nurse 
 Physical therapist 
 Dietician 
 Social worker  
 Bereavement counselors  

 
Hospice is generally used for cancer patients because it is often easy to determine in advance 
whether a person will survive or not.  If the cancer is not cured and continues to spread, death is 
usually inevitable.  Whether that occurs in a matter of weeks or months is not important to the 
doctor prescribing hospice.  The only requirement is the doctor must have a reasonable 
expectation that his patient cannot survive beyond six months.  Sometimes hospice patients can 
receive care for years before they succumb.   
 
For other medical conditions, hospice may be just as appropriate, but oftentimes the family fails 
to inquire or the family doctor simply doesn't consider it.  Hospice should be considered for such 
conditions as congestive heart failure, advanced diabetes, advanced lung disease, advanced 
autoimmune disorders, advanced kidney disease and so on.  Even in the absence of any medical 
condition, a person can still qualify for hospice if he or she is deteriorating rapidly and overall 
health is declining.   
 
Another condition often overlooked for hospice is advanced dementia or Alzheimer's disease.  
Families often wait until a loved one starts shutting down before hospice is ordered.  Or 
sometimes hospice is not even considered for Alzheimer's because doctors are so used to using 
this care only for cancer.   
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If a loved one is not improving, family should always ask or even press for hospice.  Remember 
not to wait until close to the end but order hospice at an earlier stage since it will help provide the 
transition to the death of a loved one in a more dignified way.   
 
Home Telehospice  
A new service is being introduced into the hospice care program – home telehospice.  It provides 
24 hour nursing support for the caregiver without the nurse being physically in the home.  
Videophones installed in the home enables a caregiver to call with questions or to get 
instructions from a nurse in doing care procedures and monitoring a hospice patient.   
 
The nurse or other medical persons can view the patient and determine what needs to be done.  
They can then instruct the caregiver.  This service relieves questions and concerns that often pop 
up late at night without one of the hospice staff traveling to the home.  Under most conditions, 
Medicare will cover home telehospice.  As with telehealth, this service is more suitable for rural 
areas where driving long distances to make visits is difficult or impossible. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 151

13.  PrePlanning, PreNeed Funeral Providers 
 
A funeral director or employee trained in preplanned arrangements can help you and your family 
make the decisions and preparations for future funeral and burial needs. 
 
Death often places unanticipated burdens on the family both emotionally and financially.  
Prearranging removes that burden from family.  Privately or with family members, you meet 
with the preplanning director and arrange all or part of the burial and funeral services.  This is 
put into a contract ready to use at a later date. 
 
Prefunding the funeral also relieves the financial burden from your survivors.  These are paid by 
putting money into a special irrevocable trust fund, escrow account or insurance policy.  At the 
time of death, the funds are paid to the funeral director. 
 
Following are some advantages of preplanning: 
 

 It provides peace of mind knowing these arrangements have been made in advance. 
 It avoids the burden on family members to make decisions when they are most vulnerable 

to manipulation.   
 It helps the family to avoid taking loans, arranging finance plans, raiding savings, or 

selling assets to pay for a funeral and burial. 
 It guarantees (for many contracts) that if products and services currently purchased are not 

available in the future, equivalent substitutes will be provided at no additional cost.  It 
locks in guaranteed prices (with some contracts) forever. 

 It allows for inflation in future costs (for those contracts that do not guarantee prices) by 
investing money in an interest-bearing account or buying life insurance that increases in 
value over time. 
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STEP 4 
  
Create a Life Resource Plan and Choose 
a Care Coordinator 
  
Success is assured through a written life resource plan; 
accepted by all parties involved.   
  
  
  
  
  
  
The previous three steps in this manual have given you a wealth of information about eldercare.  
It is important for you to have an understanding of care systems and the resources you can turn to 
when the need arises.  However, knowledge of eldercare services is not enough.  You must take 
some action now to prepare for the day when you will need to deal with eldercare for your loved 
ones or for yourself. 
  
This final fourth step in the planning process is designed to help you make a life resource plan.  
If you follow the instructions in this section and prepare a plan for you or a loved one, the 
challenge of dealing with eldercare will unfold for you in a more manageable manner.  You will 
experience less stress, have fewer costs, require less time committed and have fewer family 
conflicts. 
  
Your life resource planner will help you create a personal care plan.  You will complete a 
survey form that will help you see what resources you already have and what additional 
information, financial products and documents you need to acquire.   
  
Choosing a care coordinator and holding a planning and agreement meeting with all family or 
friends that will be involved will be your final step. 
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There are basically two planning scenarios for two different categories of people 
who need  life resource planning. 
 
Imminent Care Planning Scenario: The first of these planning scenarios involves older 
individuals who are currently receiving eldercare or for whom the need for care is imminent.  
Most of these individuals are not prepared financially to pay the cost of care.  Most have also 
neglected to involve family or other persons close to them in dealing with the possibility that 
eldercare might be needed.  Family and friends are often caught unaware and are often forced to 
work in a crisis mode trying to solve the problems associated with providing care for their loved 
one. 
 
With these people already receiving care, some of the elements of planning are missing, but a 
carefully designed plan can still solve a lot of problems and relieve a lot of stress.  Our care 
planning process can be followed step-by-step for this group but the personal eldercare plan that 
results will constantly be changing as the need for care evolves. 
 
Consider the following example of a care plan for someone needing immediate care: 
Shelley has been watching out for and helping her mother since her father died of a sudden heart 
attack a year ago.  Shelley's mother is 77 and her husband, Shelley's father, was a veteran of 
Korea.  Her mother has arthritis and has difficulty bathing, dressing and moving around and she 
is also exhibiting early signs of dementia. 
 
Mother makes $800 a month in Social Security, has $2,000 in savings and owns her own home.  
She has substantial consumer debt that she is burdened with and she cannot make ends meet.  
Shelley has been helping her meet her obligations.  Mother also takes advantage of the low 
income utilities programs and other government support to help the elderly poor. 
 
A good friend and neighbor comes in the morning to help mother get dressed and to fix her 
breakfast and Meals on Wheels comes at noon to leave her lunch.  Shelley comes by in the late 
afternoon, after work, and fixes her mother dinner, helps her get a bath if necessary and gets her 
ready for bed.  Shelley spends her entire weekends with her mother.  Shelley has no husband or 
children but she also has no life of her own because of the care of her mother. 
 
Her brothers and sisters, who also live in the area, are perfectly happy with this arrangement 
because they have their own families and they think everything is under control.  They have 
made no offers to help, other than to take mom shopping or to the doctor.  However, they always 
seem to have plenty of advice for Shelley.  Shelley feels trapped. 
 
Shelley attends a caregiving presentation during her lunch break at work and obtains a copy of 
the book "The 4 Steps of Eldercare Planning."  After reading the book, she realizes she has many 
more options than she thought and she feels empowered to take better control of the caregiving 
morass she has fallen into. 
 
By following the checklist, she investigates all of the caregiving options available to her.  She 
completes the worksheet section of the book.  She next consults with a financial planner and an 
elder law attorney to understand funding and legal issues. 
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Her next step is to arrange a meeting between her, her mother and her brothers and sisters. 
 
Mother is absolutely adamant about staying in her home as long as she can, and because her 
family loves her, they want to respect her wishes as far as humanly possible. 
 
Shelley has uncovered the following solutions for care: 
 

1. As a result of her introduction to life resource planning, Shelley discovered the value of 
using a care manager.  Shelley hired a care manager to do an assessment of her mother 
and the care manager had a number of valuable recommendations, including the 
involvement of other family members.  The care manager, who is a nurse, also feels that 
mother’s arthritis could be treated more adequately to provide some improvement.  She 
also suspects the mild dementia is probably due to poor nutrition, lack of stimulation and 
depression and is not an organic condition.  The care manager has suggested a 
geriatrician for Shelley's mother, who has an excellent reputation for diagnosing and 
treating and improving health conditions in the elderly. 

 
2. Because Shelley's father was a veteran, her mother can get an additional $976 a month 

from VA to cover home care costs. 
 

3. Her mother can qualify for a reverse mortgage to pay off the debt and turn remaining 
funds into an additional lifetime income to allow her to stay in the home. 

 
4. Someone needs to have power of attorney and there must be a plan in place with what to 

do with the house in case mother can no longer live at home and must go to a facility.  
The attorney and financial planner have offered some good suggestions. 

 
Because of her demanding schedule as caregiver and working full time, Shelley needs help from 
her family in arranging for these solutions and in giving her the additional support she needs as a 
caregiver.  She has a long talk with her older brother and helps him understand the situation and 
he agrees to call a family meeting.  He also agrees to discuss the situation with other family 
members and to come away with an agreement between them all on how to support their mother 
in the home and help Shelley as the caregiver. 
 
The family meets together and the older brother--using our planning checklist as an agenda--goes 
over the entire scenario with the others, who up to this point have been content to let Shelley 
handle everything and really do not know all that is going on. 
 
Agreements are made for members of the family to assume responsibilities for completing the 
solutions to the care plan.  The older brother will be power of attorney and be responsible for the 
finances because he is a CPA.  In addition, by understanding their sister's plight, other family 
members agree to help with the caregiving as well. 
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An agreement is drawn up and everyone is given a copy.  The older brother has been designated 
as the care coordinator and he assumes ownership of the life resource binder with the worksheet 
forms and the original care agreement.   
His ultimate responsibility is to make sure that all solutions and other options have been explored 
to provide the best care for their mother; and in addition, that everyone lives up to his or her 
promise made in the care agreement. 
 

~~~~~~~~~~~~~~~~~~~~~~~ 
 
The second group that should be doing eldercare planning is individuals who are currently 
healthy but want to plan for the day when they will need help.  Ideally, planning prior to 
retirement is the best time because it affords the opportunity to prepare financially to pay the cost 
of eldercare.  If you are healthy and young enough, eldercare insurance should be purchased.  If 
this is not possible, then money should be put away in savings to cover the cost. 
 
Some of our readers might be in their retirement years but still healthy and not needing care.  
These people should most definitely plan now and prepare their families or friends for helping 
them someday with the need for eldercare.  Even for this group, some financial preparation can 
be made to help pay the cost. 
 
 
Consider the following examples to illustrate the planning process where people are healthy 
and currently don't need care: 
 
Example #1--Planning after Retirement 
Mary, age 75, is trying to prepare her son to avoid the mistakes she made with her husband Bill.  
Five years ago, Bill lost his ability to communicate due to early-onset Alzheimer’s.  He also 
suffered from heart disease and diabetes.  As his caregiver, Mary was never quite sure she was 
making the right choices about his eldercare and medical treatment.  Eventually Bill needed life 
support and Mary agonized over how Bill really would have wanted his life to end, since they 
had never discussed it.  Bill died last year.  So many things were left undone regarding his care. 
 
Mary has decided to plan for eldercare and medical treatment before it happens.  She has 
designated her son as her personal care coordinator.  She has given him written instructions in 
the planning pages of her life resource binder regarding different care scenarios and how to 
prepare for caregiving.  He also has copies of her will and trust as well as other legal care 
documents.  Through life resource planning, Mary has provided him an extensive source of 
eldercare information as well as a list of her personal financial resources.   
 
Mary has implemented the financial solutions to pay for her care.  And finally, she has provided 
her son, in the binder planning pages, a detailed list of government and private eldercare service 
providers in her area.   
 
By planning in advance for eldercare, Mary has removed the guilt that loved ones feel in making 
care choices for her.  She has researched and given direction on the types of care she desires, she 
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has given direction and guidance to would-be caregivers and lastly she has planned for the means 
to pay for that care. 
 
 
Example #2--Planning Prior to Retirement 
Alice, age 56, and Frank, age 59, are the parents of three grown children.    Their two oldest 
children live out of state.  Their youngest, Andrea, is married with one child and lives about 40 
miles away.   
Alice is an educator and in 6 more years she will be eligible for a retirement pension.  She has 
also managed to put away a small nest egg with the State 401(k) and in a tax sheltered annuity.  
Frank is self-employed and other than Social Security, he will have no other retirement income 
or savings.   
Alice went through eldercare with both of her parents.  Her mother died 3 years ago and her 
father died 5 years ago.  Alice was the only one of her brothers and sisters willing or able to care 
for her parents.  Between trying to maintain a very demanding profession and provide eldercare 
to her single mother in the morning and evening and on weekends, it was all she could do to 
avoid a nervous breakdown.  At the same time, her youngest daughter, Andrea, was a senior in 
high school and although, Andrea was mostly self-sufficient, Alice still feels the guilt of not 
being there for Andrea because of the burden in caring for her parents.   
Alice’s career also suffered as she was unable to attend continuing education courses to meet 
career ladder thresholds and she had to opt out of extra activities at school.  Her principal was 
understanding but she wasn’t sure about her standing with the rest of the staff and administration. 
Alice has persuaded Frank to set up a eldercare plan for themselves to avoid the mistakes made 
with her parents.  They recently purchased eldercare insurance policies that combined with their 
incomes will allow them to maintain their home and provide enough to pay for professional help 
to keep them in the home.   
If for some reason they can’t stay at home, the insurance will pay for institutional care as well.  
If one of them dies and the other goes to live with Andrea, the insurance will allow their 
daughter to oversee professional in-home care and respite care and not be tied down as her 
mother was with caregiving.   
Alice and Frank want their children to have their house and they have set up a will and trust to 
provide for an orderly distribution.  Alice has made a list of who-gets-what of her keepsakes and 
has listed the things she wants her grandchildren to remember their grandparents by.  They have 
asked Andrea to be their personal care coordinator and have given her instructions, in the 
planning pages of their binder, regarding care, financial resources, community resources and 
legal documents.   
Alice and Frank place their information in in the binder and give it to Andrea to help her carry 
out her future responsibility.  They also retain copies for themselves for the day when they will 
need this information as well. 
Because Alice and Frank have put everything in order, they feel they will not be the burden on 
Andrea and her family that Alice’s parents caused for her and her family 
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Understand How This Planning Binder Becomes Your Care Plan 
 
 
This information section of this binder provides comprehensive information about eldercare 
planning.  Using the binder as a single-source repository for information and directions makes it 
much easier for you or your care coordinator to carry out your wishes. 
 

1. The binder contains a comprehensive source of information about community, 
government and private eldercare services. 

 
2. The planning process provides a survey in order for the planner to determine what care 

resources are missing and what documents, services, products and decisions are 
necessary in designing a well-functioning plan. 

 
3. The binder is a repository for information about your personal resources, your planning 

documents, your financial products and your insurance; and it contains your written 
instructions for carrying out your personal eldercare plan.   

 
4. The binder contains an agreement between all involved persons that spells out 

commitments from those persons for supporting your personal eldercare plan. 
 
 
Fill out the Care Planning Survey  
 
 
In order to proceed with the actions necessary to complete a plan, you first need to fill out the 
"Care Planning Survey."  This document will be provided by your life resource planner. 
 
The information you gain from this exercise will help you to determine care preferences for you 
or a loved one and what legal, end-of-life and financial arrangements must be made. 
 
Determining care preferences will allow you to decide whether you or the loved one wants to 
remain in the home, go to assisted living or make other living arrangements.  You will also have 
a good idea of whether you want members of the family to be involved in the care, or if you want 
to pay for professional care.   
 
If there are members of the family or close friends or even a care manager who are willing, you 
or your loved one can also decide who is to be the care coordinator. 
 
The survey will also help you understand whether there is funding available to pay for 
professional care or whether government programs can help provide that care.  You may even 
discover some avenues of funding that you didn't know existed.  For example, the veterans 
benefit.  You will also find out what legal arrangements have to be made. 
 
 
 



 159

Gather Information 
 
 
Having completed the care planning survey, you can more readily see areas where you want to 
gather more information as well as identifying personal, financial and legal documents you need.   
Having all of this information will allow you to discover options available in your community.  
Your care planning team will identify for you different community services and make note of 
what is available.  This is the time to visit assisted living facilities or care centers and talk with 
home health agencies about their services.   
 
If there is no need for immediate care, you can identify the type of services you want but not 
necessarily who will provide them.  If there is an immediate need for care, you can go a step 
further and start making arrangements. 
 
Legal arrangements can be made anytime during the care planning process.  At this point--where 
you are gathering information--you may only want to identify what needs to be done and whom 
you want to help you with the legal work.  After you have had a planning meeting, perhaps 
someone in that meeting may take the assignment of arranging for legal documents. 
 
Just remember this.  You must make the legal arrangements while you or your loved one is still 
competent.  If you wait too long, the alternatives to gaining control with an incompetence issue 
are vastly more difficult. 
 
The next three topics below will aid you in gathering and organizing needed documents in 
preparation for filling out your “Personal Life Resource Plan” worksheets. 
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Choose a Personal Care Coordinator 
 
 
Choosing a Personal Care Coordinator to help with the creation, the implementation, and the 
directives of a life resource plan is the most vital part of the planning process.  This person is 
not the caregiver.  This person carries out the plan and supports the caregiver. 
 
Here is why the care coordinator is so important.  If a caregiver is a family member, that person 
is almost always thrust into his or her role without preparation.  The caregiver typically becomes 
enmeshed in making decisions for medical care, arranging doctor visits or hospital stays and in 
providing services and companionship for the care recipient.  As such, the caregiver becomes 
distracted from arranging family support, finding resources or committing to counseling and 
training.  The caregiver needs the support and direction that the Care Coordinator gives. 
 
The Personal Care Coordinator becomes the advocate and guide in making sure all of the pieces 
of the puzzle fit together.  A coordinator can be a child, a close friend, a sibling, a trusted 
advisor, a professional social worker, a counselor or a care manager.  He or she has agreed to 
help make arrangements and to see that the written care agreement is being followed.   
 
Below are some of the activities a Personal Care Coordinator might perform.  The duties and the 
role the coordinator will play are spelled out in written instructions contained in the back of this 
book and created by you.  Here are some sample directions. 
 

 Make sure an assessment of the care recipient is made and a plan of care is designed. 
 Become familiar with the community resources and planning strategies and help the 

caregiver use them. 
 Make sure the caregiver receives counseling and training. 
 If applicable, organize a family council and solicit caregiving commitments. 
 Act as an advocate for the caregiver and make sure people honor their commitments. 
 Help with transportation, arrangement of meals and visits from formal caregivers. 
 Help with financial decisions if needed. 
 Maintain copies of legal documents and make sure they are up-to-date. 
 Accompany the caregiver on meetings with government agencies and provide advice 

with decisions that have to be made.   
 Contact appropriate professional planners to advise about and implement financial 

strategies. 
 Make sure that professional care providers are competent and that all professional options 

have been explored. 
 Maintain copies of financial preparations to pay for care and help with putting them into 

effect. 
 Make sure the written personal care plan is followed. 
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Identify Needed Legal and End-of-Life Arrangements 
 
 
All legal documents must be researched, written and signed while one is mentally competent.  
Do not wait for the onset of illness or take a chance that a stroke or other physical trauma will 
render you or your loved one incompetent to handle affairs.  If you wish, some of the legal 
documents can be done up by you and signed by the appropriate signatories.   
 
We recommend you use an attorney to complete your documents.  Elder law attorneys or estate 
planning attorneys specialize in preparing the types of documents for your eldercare plan. 
 
Your life resource planner will help you gather all legal documents, titles, deeds, etc.  and 
record information about each one on the form provided in the planning section of this binder.  A 
record will also be provided for others who have copies of the documents and where the originals 
are kept.  Be sure that the care coordinator has a copy of everything. 
 
Will 
Upon death you have a will whether you want one or not.  State intestate laws prescribe the 
method in which property of the deceased owner passes to his heirs.  If a person is satisfied with 
these rules, he needs no personal will.  If he wants a different distribution of property, then he 
must devise a personal will which takes precedence over intestate rules. 
 
Your state law may allow you to draw up a “holographic” will-–a document all in the 
handwriting of and signed by the creator.  In those states that recognize it, this is considered a 
legal document. 
 
Or you may wish to create a formal will with an attorney.  This is because if there are assets or 
intentions that are not clearly defined, it could cause all kinds of unforeseen problems for your 
heirs or loved ones.  You may end up disinheriting someone by doing it yourself and creating the 
exact opposite of what you intended. 
 
Living Will 
A living will provides guidance about end-of-life such as whether or not you want ventilation, 
hydration or a feeding tube.  A person can also use the document to reject other life-prolonging 
measures.  In some States, the document takes effect only if the patient is expected to die within 
six months or is in a persistent vegetative state and is unable to communicate to health care 
providers.  Someone suffering from an accident or acute illness will be treated without regard to 
a living will. 
 
If the patient can communicate, the document has no effect.  Also the document can be revoked 
at any time and it is not binding on the patient. 
 
In some states, you can also create a power of attorney for health care which can spell out in 
more detail the decisions for your care that can be made when you become incompetent.  Or you 
can give a blank-card health care power of attorney which allows your agent to make any 
medical decision or medical financial decision for you. 
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The Physicians Orders For Life Sustaining Treatment (POLST ) 
A POLST form is a physician’s order that records your wishes for resuscitation, use of 
antibiotics, artificially administered fluids and nutrition.  You will need to speak to your 
physician about filling out this form and what directives you want for care.   
 
Durable Power of Attorney 
As stated in the section under "Elder Law Advice", you need a durable power of attorney to 
allow your personal care coordinator to function in your behalf when you become incapacitated 
in any way.  It is very important for the correct documents to be drawn and signed when making 
your eldercare plan.   
 
Some of us are careful not to have a durable power of attorney in force while we can handle our 
affairs.  There is a special kind of durable power of attorney called a "Springing Power of 
Attorney" which is more appropriate for this purpose. 
 
Estate Planning -Trusts 
There are countless types of trusts created for myriads of different situations but the most 
common trust, useful to most of us, is the “living” or “inter vivo” trust.  The purpose of this trust 
is to avoid the cost, public disclosure and the potentially lengthy process of probate.  If you have 
trusts, check with your estate planner or legal council to be sure they are set up correctly to 
transfer assets or provide instructions for taking care of your beneficiaries. 
 
Who-Gets-What-List 
Generally a will specifies the disposition of specific assets and such lists are incorporated into it.  
But, often the disposition of items with little intrinsic or economic value but immense 
sentimental or historical value is just as important if not more important to most us.  These are 
such things as personal histories, achievement awards, genealogies, favorite ceramics, 
handicrafts, heirlooms, special furniture, pictures, collections, etc. 
 
It is important to make a list of who-gets-what of the "special" belongings and update it 
regularly.  Sometimes in the haste and confusion of arranging eldercare, “treasures” end up in the 
trash or at the local thrift store.  Or even more likely, they end up in the wrong hands.  The 
improper distribution of assets can sometimes cause bad feelings or infighting between family 
members.  This contention has even broken apart families. 
 
Usually state law does not require such lists to be attached to the will and the list may not even 
require the help of a lawyer if there is no will.  Giving copies of the list to the recipients should 
be sufficient enough intent for family members to respect final wishes.  But, if you personally are 
doing the planning and are concerned about legal respect for your wishes, you can create the list 
in your own handwriting and sign it.   
 
End-of-Life Services 
Care recipients remaining in their own home or a family member’s home, may have hospice 
attend to their last needs.  Remember that generally Medicare pays for hospice, and the expert 
care from this service benefits everyone involved. 
 
Another end-of-life service that you can set up now is preplanned funeral arrangements.  You 
can put together your own plan or have a funeral home help you.  Payment can also be prepaid, 
which relieves family of that financial burden. 
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Identify Financial, Government and Provider Resources  
 
 
Bank Checking and Savings Information 
List checking and savings accounts in the personal planning forms section.  Put account and PIN 
numbers if you feel safe in doing so.  Eventually the Care Coordinator will need to have this 
information.  Keep this list updated as time goes on. 
 
List qualified tax deferred savings accounts such as an IRA, 401(k), TSA, 403(b), 457, SEPP, 
SIMPLE or 401(a).  If you are creating this list prior to retirement you must continue to update 
the information after retirement and as you grow older. 
 
Life Insurance Policies 
List all life insurance policies in the appropriate forms section.  Record the policy numbers and 
contact information.  If you have the name of the Insurance agent who sold the policy, add that 
as well. 
 
Health Insurance or Advantage Plan  
List health insurance policies, supplemental insurance or Advantage Plan policies.  Put whom to 
contact about questions on these policies. 
 
Medicare Prescription Drug Plan Insurance (if applicable) 
List information about Medicare PDP insurance 
 
Long Term Care Insurance 
If there is long term care insurance, list the policy number and contact information.  Now would 
be a good time to review the policy to be sure you understand what it will cover and how much. 
 
Annuities and Trusts 
If there are deferred annuities or special trust accounts, you should list them as well.  Put 
pertinent information to allow the care coordinator to have access to the documents. 
 
Monthly, Quarterly or Annual Income 
Record income and the source, such as Social Security, retirement investment income, dividends, 
pension income, annuity income, rental property income, etc.  If you're doing this planning prior 
to retirement you'll have to change this information after retirement. 
 
Real Estate 
The value of your home or other properties should be listed in case they need to be sold to pay 
for care.  (Remember, a reverse mortgage may also help with financial needs).   
 
Government and Community Services 
Here is where your life resource planning pays off.  You may want the care coordinator to fill 
this out with you as he or she will need this information as well.  Your life resource planner will 
provide a list of government services, what they can provide, with contact information ready, in 
place, for when needed. 
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Your care coordinator will want to take the time to call or visit community senior centers, area 
agencies on aging or other community services to see what is available.  Books on tape, 
companionship services, and home-delivered meals are some services you may want to note for 
future reference. 
 
Professional Services 
If you or a loved one has chosen to stay at home or in the home of a family member, you will be 
looking at home care, both informal and formal.  You may also need home maintenance and 
chore services or medical equipment or alert systems. 
 
If the plan is for an assisted living arrangement, make note of those care services and what may 
be needed to supplement the services for future care.  For instance, you can have a home care 
provider come into assisted living if you choose. 
 
Review the services of a professional care manager.  This person may offer the greatest help and 
support for you and the designated care coordinator.  When the time comes that an extensive 
medical needs’ plan of care is imminent, the professional care manager can make educated 
decisions without emotional involvement.   
 
This can remove the burden from the chosen family care coordinator who may be hesitant to 
make nursing home or hospice arrangements on your behalf or on behalf of a loved one.  There 
is emotional stress and uncertainty in such decisions, even with outlined directions in the care 
plan.   
 
If the caregiver is not a family member, you may want the services of a professional care 
manager to oversee hiring and coordinating help with the care.  She would work under the 
direction of the designated care coordinator. 
 
Remember, the care coordinator and caregiver should not be the same person, especially if 
they are both family.  The Care Coordinator needs to support and provide resources for 
the caregiver.  It is extremely difficult for the caregiver and the coordinator to wear the 
same hat. 
 
Family Mediator 
If there is difficulty with involved family members or others agreeing on a plan of care, then use 
an elder or family mediator.  Some professional care managers are also mediators.   
 
With the consent of everyone involved, you can secure the services of a mediator when holding 
the care planning meeting.  It is surprising how many families are torn apart because of feelings 
and jealousy that happen with a parent’s eldercare.  The mediator will help each person express 
his or her feelings and concerns and resolve any conflicts.   
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The "Personal Life Resource Plan" Worksheets 
 
 
This is the focus of the entire planning process.  Your resource planner will help you record all 
of the preparation and arrangements that have been done to this point.  However, you need to 
understand that this is only the starting line and that changes to the "Personal Eldercare Plan" 
will occur along the way.  For example, provisions in the care plan may change after the 
agreement meeting where the discussion may shed new light on the issues.   
 
You also record on the "Personal Eldercare Plan" worksheets your desires and your direction for 
how you want eldercare services to be provided.  You also indicate your preferences for living 
arrangements under various scenarios of eldercare needs. 
 
If you are preparing a eldercare plan that may not go into effect many years from now--for 
example 20 or 30 years from now--you cannot be as specific in your directions as someone who 
is preparing a plan and receiving care currently or where the need for care is imminent.  
Remember to update your plan and keep it current. 
 
This does not mean a distant future plan is any less important and that you should put off going 
through this exercise of planning.  No one knows when the need for eldercare will arise.  
Declaring your intentions now and sharing that with family members or other interested parties 
will help them immensely when they have to deal with your care in the future. 
 
The “Personal Eldercare Plan” worksheets are to be filled out and to remain with the binder for 
providing a one-source reference for caregivers, care coordinators, family members and others 
interested in your welfare. 
 
Organize a Care Planning and Agreement Meeting 
 
You’ve done the research, gathered the documents, decided on who will be the Personal Care 
Coordinator and written a plan.  Now it is time to present it to the family or other involved 
parties. 
 
This final action is the most important one.  If one person has been designated caregiver and 
wants the other persons attending the meeting to give support with respite care, transportation to 
doctors, etc., everyone needs to be aware of this and in total agreement to do it.  All must also be 
willing to work with the member of the family, friend or professional who is the Personal Care 
Coordinator.  If each attendee is given a copy of the instructions and wishes, he or she will be 
more understanding and supportive. 
 
If the Personal Care Coordinator or caregiver is not a family member, it is important that the 
family know this and that they are willing to work with this person in support of the care. 
 
We keep saying “IMPORTANT” as we talk about bringing the participants together.  Experience 
has shown that even families that are close can quickly grow angry, jealous and hostile towards 
each other when an aging parent begins to need eldercare.  If a sibling moves into the parent’s 
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home, others can easily be suspicious of ulterior motives and fear to lose their inheritance.  On 
the other hand, the child doing the entire care taking becomes bitter and feels there is no support 
or help from siblings. 
 
One example of a family misunderstanding is that of a brother accusing his sister of 
stealing all of the money from the sale of his parent’s home.   
 
Karen, who was a single mom with two children, moved in with her parents when her father had 
a stroke to help her mother take care of him.  Her mother was also disabled.  Needing money to 
pay for a home care service, Karen helped her mother do a reverse mortgage on the home, 
which gave the needed funds.  If communication had been open and Karen’s brother had known 
the need and been involved with his parents care, he would not have reacted negatively. 
Every family is different.  Some families are close and some have never been compatible.  
Nonetheless, all family members should be invited to the agreement meeting.  If you feel the 
communication will be strained, consider having a professional mediator present.  The mediator 
will be able to keep things calm and running smoothly and help work out each persons concern.  
Make sure you get everyone's consent before bringing in a mediator. 
 
Then--and here is another IMPORTANT issue--ask for each member attending to give his or her 
input.  Allow participants to voice their concerns and give suggestions.  Encourage each person 
to tell what he likes and dislikes about the care plan.  For those who disagree, ask how they 
would like to see that part handled.   
 
This does not mean you need to change your plan.  The person needing the care is the ultimate 
decision maker.  But if a small change will make everyone more supportive, it is worth it.  It is 
very important not to dictate but to encourage attendees to communicate their concerns, their 
desires or their suggestions and be a part of the eldercare plan. 
 
 
Complete a Care Planning Agreement 
 
GET IT IN WRITING!  All good intentions seem to be forgotten with time.  It may be years 
after this meeting before the eldercare plan begins.  If there are vocal commitments to help with 
transportation to doctors, give respite to the caregiver or other commitments, write them down on 
the care agreement.  You can  even have each person put a signature to his or her commitment if 
you think that is important.   
 
This agreement form should be kept with the eldercare plan in the book and a copy given to 
every family member.  We have designed the forms to make this easy for you to do. 
 
Here is how we suggest you conduct your meeting and get commitments on the "Care 
Planning Agreement" form. 
 
The first step to holding a meeting, and perhaps the most difficult one, is to get all interested 
persons together in one place at one time.  If it's a family gathering, perhaps a birthday, an 
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anniversary or another special event could be used as a way to get all to meet.  Or maybe even a 
special dinner might be an incentive. 
 
The person conducting the meeting can be a parent or one person of a couple who are doing their 
planning, years before the need for care arises.  A meeting on behalf of someone already 
receiving care or needing care in the immediate future could be conducted by that person or by a 
member of the family, by an adviser or a friend.  The person conducting the meeting should be 
someone who is respected by all those attending.  Preferably, this is the Care Coordinator. 
 
The agenda could be formal or informal.  If you want a formal agenda, we suggest using our care 
planning checklist as the agenda. 
 
Copies of the care plan should be prepared prior to the meeting and presented to those attending.  
Discussion is encouraged and we recommend that the person in charge not dictate but encourage 
input from everyone. 
 
After a thorough discussion of the issues and the presentation of the solutions to the problems 
that will be encountered, there should be a consensus of all attending to support the plan.  If the 
plan needs to be altered to meet everyone's expectations then by all means do so if that can be 
done.  But it is not always possible to please everyone so there must sometimes be compromise. 
 
The end of the meeting should consist of asking everyone present to make his or her commitment 
to support the plan.  This might just simply be moral support and agreement to abide by the 
provisions or it is hoped that those attending will volunteer to do something constructive.  This 
might mean commitments to providing care, transportation, financial support, making legal 
arrangements or some other tangible support. 
 
Complete the "Care Planning Agreement" form.  This planning agreement is not a contract, 
but writing down these commitments on the agreement form is one of the most important parts of 
the planning process.  By having a written agreement, it is more likely that those attending will 
fulfill their commitments.   
 
One way to do this, that may be less offensive to some people, is to pass the agreement form 
around after a discussion where help is offered and ask each person to write down his or her offer 
of help and sign it so that the care coordinator will know whom to call later on.   
 
If an agreement is not produced during this meeting, then an effort should be made to have 
additional meetings until an agreement is reached.  If no agreement is eventually reached, then 
the plan must go forward as outlined, with the care coordinator in charge, and hopefully no major 
family disputes or unsolvable problems will occur. 
 
Your life resource planner will provide you a blank copy of the care agreement form.   
 
When an agreement is reached and the form filled out, be sure to place this agreement in the 
binder.  You will also want to make copies of the completed form to give to everyone who 
attended the meeting or who is involved in your plan. 
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You’re finished with the formal part of the planning process.  You’re now ready to start 
implementing the care planning decisions you have made by following the agreement 
everyone has accepted.   
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