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Don’t Let Your Health Destroy Your Family’s Wealth:
A Senior’'s Guide to Texas Long-Term Care Planning

By Marcie Johnson

It's all about family! You want to protect those who are closest and dearest
to you. You want assurance that those who cared and sacrificed for you
are protected during their fime of ' -
need. You also want to protect -
yourself and plan for your own
future care. This two-part series
will help explain how to pre-
plan for future long-term care
needs of you and your loved
ones and how to plan in a crisis
forimmediate needs. Be sure to
pick up the book that applies to
your current situation. We want
to help you help your family!

® Thinking About Pre-Planning. .. = :72% w%é

This book is for those interested in pre-planning for long-term care needs.
Provided here is a brief look at different options to plan for long-term
care with an emphasis on Medicaid planning. This basic overview of
options available is designed to dispel much of the confusion regarding
long-term care planning and offer planning techniques to ensure your
family can protect as much of your hard-earned assets as the law
allows and enable you to receive the care you need without losing
everything!

® Help Me Now!
Our book on crisis planning is for you or a loved one who is facing
drastic life changes and will be requiring nursing care soon. Geared
toward readers who are already familiar with the long-term care
options available, our crisis planning book suggests strategic planning
technigues to protect as much of your hard-earned assets as possible
and help to get you qudlified for Medicaid benefits as soon as possible.



Don’t Let Your Health Destroy Your Family’s Wealth:

A Senior’s Guide to Texas Long-Term Care Planning
The By Marcie Johnson

Firmpc “Our family taking care of your family!”

We, atf the law firm of The Johnson Firm, P.C. specialize in helping families.
Through Medicaid and VA planning, we help families protect what they
have spent a lifetime to build from the potentially devastating costs of nursing
homes and long-term care. Through estate planning, we create and help
administer wills and living trusts. We probate estates and help our clients
achieve asset protection, having helped clients for over 35 years. What
distinguishes our law firm from others is that we are a father-daughter family
team.

Being family, we can relate to other families with compassion and
understanding to help bring peace of mind, and clearly inform our clients of
their estate planning options to devise the best plan for their needs.

Marcie Johnson, Attorney, graduated from Texas
Tech School of Law. She received her Bachelor's
Degree from the University of Texas. Marcie is a VA
accredited attorney and concentrates specifically in
the areas of Medicaid, VA Pension, probate and frust
administration. Marcie speaks regularly to community
groups across North Texas and was a guest presenter
at the AICPA & CIMA national elder planning
conference in 2019 addressing how to pay for long-
term care utilizing Medicaid and VA Pension.

BEST Marcie was named one of D Magazine's Best
Attorneysin Dallas 2016 and 2018. She islicensed
2018 fo practice law in Texas and Arizona.

Richard P. Johnson, Attorney, is Board Certified in the
practice area of Estate Planning and Probate Law
by the Texas Board of Legal Specialization. Richard
is recognized by his peers and clients alike for his
experfise in estate planning, probate, and asset
protection. Richard speaks extensively on the subject
of estate planning, asset protection, and business
succession planning. He has been a frequent
presenter before organizations throughout Texas,
including colleges, banks, accounting firms and law
firms. Richard is licensed to practice law in Texas and
Washington.

— Email me at info@johnsonfirm.com
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“After age 65,

an American

has more than

a 70 percent
chance of
needing
long-term
care in his or

her lifetime.’

If you are reading this book, chances are
you are reaching your golden years or
you have an aging loved one and are
considering what impact future
potential healthcare costs
could have on your family.
Because there is a good
chance you or your family
member might need
long-term care services
at some point during your
lifetime, it is important
fo explore the options
available so you can plan
ahead. Waiting until long-term
care is actually needed may limit
the options available to you.

This book focuses primarily on pre-
planning for long-term care. You may
be just “checking things out.” Like a
routine visit to your doctor’s office,
everything is fine right now, but you want
a current evaluation so you can be
proactive and ward off any surprises in
the future. With pre-planning, there are
more options. There is less stress involved
and planning costs are usually lower.

Crisis-planning is much different. Crisis-
planning is like emergency room
planning. You have a heart attack
and you need help now. This type of
planning is usually very fast paced, with
fewer options, and usually much higher
cost. The stress is higher because the
family is almost always ill-prepared and
confused, not knowing what to expect.

Planning can be done in either situation;
but, pre-planning is usually easier on
the family.

Share This Ebook!
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Long-term care is generally required when
you can no longer take care of yourself and
you need help with performing everyday
activities, such as bathing, dressing, eating,

transferring from bed or chair, or walking.

This is more permanent care than you might
receive in the hospital to recover from a
sickness or injury. This care could be needed
because of a chronic iliness, disability, Alzheimer’s
disease, or age.

By the year 2050, 27 million older Americans are
|

expected to require long-term care services.

Consider these indicators:

Age: as people get older, their As our population continues to
likelihood of needing help with age, it is important fo realize that
performing daily tasks increases ~ most of us will require long-term
Living Alone: those that live care.

alone are more likely fo need

assistance with daily living Ask yourself these questions:
than those living with a spouse, Who would I turn to for help
partner, or other family member with my care?

Gender: women will more likely Are my family members close
require long-term care than by and available? Are they
men because women usually physically and financially

live longer capable of helping me?
Lifestyle: poor diet and little What if | become the caregiver
exercise can increase your risk for someone else?

of needing long-term care
Genetics: looking at your
family’s medical history can
indicate if you have a greater
likelihood of needing long-term
care

The need for long-term care
affects the whole family. Seriously
evaluate your options. If staying
with family is not feasible for you,
pre-planning becomes critical.

! Selected Long-Term Care Statistics, Family Caregiver Alliance: National Center on
Caregiving, 15 Jan. 2015, www.caregiver.org/selected-long-term-care-statistics.
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Generally you have at least three options to
H onw Cd}’l [ Pél)/ pay for long-term care:

You can pay
fb?’ L07’lg— Term Insurance can pay

Government can pa
Care? i/
Let’s look at these options more closely.

1. You Pay:

Private Pay: You or your family can privately pay
out of pocket from your own funds. Unfortunately,
many people underestimate the expense of long-

term care. If you think you can pay long-term for you
or your family’s care, consider the cost.

The cost for nursing home care in Texas
can be $10,000 or more a month.

Writing the nursing home a check for $10,000 or more each and
every month could quickly wipe out your hard-earned savings and
be devastating to you and your family. To create $112,000 a year in
income would generally require at least $5 million dollars in income-
producing assefs. With the average length of stay in a nursing home
being about three years, private pay is not a good option for many
middle-class Americans.

2. Insurance Pays:
Insurance: Long-Term Care Insurance can pay some if
not all of your long-term care costs. If this insurance is
available for you, it should be considered. An annual
premium for a married couple is often less expensive
than one month of stay in a nursing home. When
incorporated with proper planning, insurance may
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enable you to stay home with ossis’ror-

of the premium will depend upon your age when you apply for the
insurance, the type of care you need and what type of medical
professional provides the care. Individual policies differ from company
to company so it is advisable to seek the aid of an insurance
professional.

3. Government Pays:
Medicaid: Medicaid is a federal
program, administered by the states,

that provides health care coverage
for people with limited assets and
incomes. It covers the cost of nursing
home care for those who meet the
program’s financial and medical

eligibility requirements.

*Note on Medicare: Don’t count on it! Medicare is a federal insurance
program for people 65 years of age or older and for certain individuals
with disabilities. It does not cover long-term care costs.? Medicare only
covers “acute” care for people who are likely to recover from their
medical conditions. It does not cover custodial care for people who
need help performing everyday activities. Medicare will pay 100% of
all costs up fo 20 days in an approved “skilled nursing facility” or nursing
home. After 20 days, Medicare can pay a co-pay amount for an
additional 80 days. However, after 100 days have passed, the patient is
completely responsible for the cost of care.

These options are not independent of one another and often include
combining all three. Knowing about the options available will help
you make better decisions in choosing the best strategy. Since the
government has offered to pay if qualifications are met, let’s briefly
explain how the government’s Medicaid plan, works.

22017 Choosing a Medigap Policy: A Guide fo Health Insurance for People with Medicare. Centers for Medicare &
Medicaid Services, www.medicare.gov/sites/defaults/files/2018-07/02110-medicare-medigap.guide_.pdf.

DOC

9 WWW.JOHNSONFIRM.COM



http://www.linkedin.com/pub/marcie-johnson/9/308/106
https://www.facebook.com/JohnsonFirmPC
https://twitter.com/JohnsonFirmPC

As the saying goes,
“talk is cheap.”

Medicaid
Myths

Many people rely on their family, friends,
or neighbors for advice about Medicaid.
They hear talk at the local coffee shop

or beauty shop and believe it as the truth.
Uneducated free advice can be very costly!

Let’s dispel some of the myths about Medicaid.

Alh #1:
Fact:

#2:
Fact:

Fact:

in flk
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Medicaid care is substandard care.

Most nursing homes have “Medicaid beds” in their facility.
However, there is no "Medicaid floor” and no label on a “bed”
to distinguish it from a private pay bed. Typically, the staff does
not know which patient is a Medicaid recipient nor should they
discriminate against them. Medicaid beds are labeled as such
only for billing purposes and should have nothing to do with the
quality of care provided.

You have to be poor to qualify for Medicaid.

When the Medicaid benefit program was originally created in
1965, Medicaid was designed to help the poor. But today, with
proper planning, it is possible for individuals with significant assets
to qualify for benefits. It all boils down to knowing the Medicaid
rules and proper planning.

If you need nursing home care, Medicaid will take away your
home if you apply for benefits.

If you are married, Medicaid will not take your home while you
are living or after you die as long as a spouse sfill lives in the
home. If you are single, the Texas Medicaid Estate Recovery
Program allows the state of Texas to make a claim against the
estate of a deceased Medicaid recipient to seek reimbursement
for Medicaid benefits paid. However, there are several
exceptions to this rule. First, it must be cost-effective for Medicaid
to go after the estate for unreimbursed medical expenses.
Secondly, the Medicaid Estate Recovery Program only applies
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to individuals who are 55 and ol
benefits on or after March 1, 2005. Thirdly, your home is exempt
from estate recovery if the following conditions are met:

After death of an unmarried Medicaid recipient,

there is a surviving child or children under 21 years of age;

there is a surviving child or children of any age who is blind, has a
visual impairment or who has low vision and is totally disabled under
Social Security requirements; or

there is an unmarried adult child residing confinuously in the
Medicaid recipient’s homestead for atf least one year before the
fime of the Medicaid recipient’s death.

a hardship exists.

In addition to these exceptions, there are several
planning strategies that your qualified elder law attorney
can use to protect assets from estate recovery. Ifis
important to discuss these strategies with your advisor in
advance to maximize the options available fo you.

Myth # 4: You have to give your assets away to protect them.

Fact:

Myth #5:

Fact:

Myth #6:

Fact:

Giffing can be a great tool to help you qualify for Medicaid.

But, giving away your property can create unintended tax
consequences and often can do more harm than good! Should
you choose gifting as a planning strategy, consult with a qualified
Elder Law aftorney to ensure proper timing.

If you transfer assets, you have to wait 60 months before you can
qualify for Medicaid benefits.

The 60 month fime period is only a window of time that Medicaid
uses fo determine if transfers were made. When you apply for
Medicaid, the Medicaid office requires that you provide them
with every financial fransaction you have made within the last 60
months. The Medicaid office is looking for any uncompensated
transfers (transfers made for less than actual value) made within
that time period. Uncompensated fransfers within this window of
fime may delay the qualification for benefits.

My assets are already protected because they are in a Living
Trust.

A revocable living frust does not shelter your assets when
applying for Medicaid. Typically, when assets are held in a living
frust, they are available to the Medicaid applicant and will be
considered for Medicaid eligibility.

Share This Ebook!
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In order to qualify for Medicaid benefits , an
HOZU DO ] individual must pass three tests:

Qualify For ¥/ Health Test
Medicaid v Income Test

Beneﬁts? v~ Asset Test

Health Test — An individual
must meet the "medical

necessity” requirement. Usually, this means the

individual needs chronic or ongoing care and

cannot perform at least three activities of daily

living (bathing, dressing, transferring from bed

or chair, walking, eatfing, and toilet use).

The person must also meet national and Texas
residency requirements, be age 65 or older, or be
disabled or blind.

Once a person becomes physically qualified, then he or she must
become financially qualified.

Income Test — In Texas, the income cap (the maximum
gross income a person can earn) for individuals
applying for Medicaid is $2,901 per month.

If the individual applying for Medicaid is married,
the healthy spouse (“community spouse”) can
have unlimited income (but at least $3,948 per
month) without affecting the Medicaid applicant’s
eligibility.

Asset Test — In Texas, a Medicaid applicant can have
up to $2,000 in countable resources and qualify for
Medicaid. If the Medicaid applicant is married, the
community spouse is allowed fo protect a minimum of
$31,584 and a maximum of $157,920 of the couple’s
joint countable assets. Under certain situations, this
amount can be even more!

The income and asset limits for Medicaid qualification are adjusted annually to reflect inflation.
All numbers in this book represent values as authorized under Texas law as of January 1, 2025.



http://www.linkedin.com/pub/marcie-johnson/9/308/106
https://www.facebook.com/JohnsonFirmPC
https://twitter.com/JohnsonFirmPC

Under the federal Medicaid rules, assefts f;
Countable Resources and Non-Countable Resources.

Countable Resources are assets that are considered in defermining
Medicaid eligibility. They consist of assets that could be readily converted
to cash in order to pay for cost of care. Examples include:

Bank and Investment Accounts

Stocks & Bonds

Life Insurance Policies over a certain amount
Real estate, excluding the homestead

Non-Countable Resources are assets that are not counted in determining
Medicaid eligibility. Examples include:

Homestead (if certain requirements are met)

One automobile

Prepaid funeral plan for Medicaid applicant, spouse or
immediate family members

Life Insurance with certain cash limits

Household goods and personal effects (furniture, clothing,
jewelry, etc. with certain limitations)

IRAs (with certain limitations)

Diagram
Here is a diagram to help you understand the Income and Asset Rules:

Married Couple
Community Spouse ..... Unlimited,
s @ [ Unmarried Person............ $2,901
$3,948
Nursing Home Spouse ~ $2,901
Married Couple
Community Spouse ......... At least,
$31,584 up fo Unmarried Person............ $2,000
$157,920 (possibly more)

Nursing Home Spouse...... $2,000

* Home * Home (if requirements are met)
* Prepaid Burial Expense * Prepaid Burial Expense
* Automobile * Automobile

+ $1500 Life Insurance Death
Benefit Cash Value

+ Household Goods & Personal
Effects (with limitations)

* IRAs (with limitations)

- $1500 Life Insurance Death

Benefit Cash Value

* Household Goods & Personal

Effects (with limitations)

* IRAs (with limitations)

WWW.JOHNSONFIRM.COM



http://www.linkedin.com/pub/marcie-johnson/9/308/106
https://www.facebook.com/JohnsonFirmPC
https://twitter.com/JohnsonFirmPC

Transferring Assets to Qualify for Medicaid

The Medicaid office puts restrictions on
making gifts fo prevent people from
becoming eligible for Medicaid simply
by giving their property away.

Once an application for Medicaid
benefits is made, the Medicaid office
will review all financial activity over the
last 60 months (“the look back period”) to
determine if any transfers occurred. Medicaid
then evaluates these transfers and categorizes them as either
compensated or uncompensated transfers. Uncompensated transfers
will result in a delay of Medicaid coverage.

........... Look Back Period ...........

Last 60 months <::I> Date of Application
for Medicaid

A compensated transfer is a transfer of assets to a person or entity
when the giver receives something of equal value in return. For
example, you offer to pay a painter to paint your house. You both
agree the value of the service is $5,000 and you pay the painter
$5.000. No giff has been made because you gave equal value for
equal value. This is a compensated transfer.

An uncompensated transfer is a transfer of assets to a person or entity
when the giver receives no value, or less than the value transferred

in return. For example, you give your son-in-law $15,000 to paint your
house when the value of the service is only $5,000. You just made a
$10,000 gift to your son-in-law. Gifts within the look-back period are
uncompensated fransfers and will frigger a penalty for Medicaid
eligibility.

Share This Ebook!
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*Note that there is a difference between the annual federal
gift tax exclusion and gifting for Medicaid. You may have
heard that every taxpayer can give up to $19,000 per

year to any individual without having to pay gift tax. Many

people mistakenly believe they can use this gifting strategy

to qualify for Medicaid. Not True! The Medicaid office is not
concerned with IRS rules regarding the gift tax exclusion. If any
uncompensated transfer is made during the look back period, it
is considered a gift under the Medicaid rules and a penalty will
be applied.

The penalty period for uncompensated transfers equals the number
of months that could have been paid for a nursing home had the
amount not been transferred.

The penalty period is calculated by dividing the value of the
uncompensated fransfer by a “monthly divisor.” The monthly divisor is
the statewide average cost of one month in a nursing home. In Texas,
the monthly divisor is $242.13/day, or roughly $7,264 per month.

To illustrate the calculation of the penalty period, let’'s use an example:
You made a gift of $100,000 within the last 60 months and now wish

to qualify for Medicaid. This gift was an uncompensated transfer;
therefore, a penalty period would apply. To determine the length of
the penalty period, here is the calculation:

$100,000 + $242.13 = 413 days (about 14 months) of penalty

Based on this example, if you applied for Medicaid today and were
otherwise qualified, you would need to pay your own way for 413
days (about 14 months), and then Medicaid would cover your future
nursing home expenses.

DO
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What if you don’t financially
qualify for Medicaid? Is there
something you can do?

Most likely, yes!

There are numerous strategies available to qualify for Medicaid benefits.
Let’'s explore a few of the options available.

Solution: It may be advisable to fransfer the source of the income to the
community spouse. Medicaid adheres to the “name on the check” rule.
If the Medicaid applicant’s name is not on the asset orincome stream, it
is presumed to be out of the Medicaid applicant’s estate for calculating
Medicaid eligibility.

Solution: Certain types of trusts can protect your assets and help you o
qualify for Medicaid. The key to using these frusts is timing. The sooner you
plan, the more you can save. Here is what a frust can do for you and how
it may work:

Protect your assets. When your assets
are too high to qualify for Medicaid,
you could give your assets away
to reach the required limits. But,
there are no assurances that the
person to whom you gave the
gift would be able to keep it. If
the recipient had poor spending
habits, got divorced, had
lawsuits or other creditors, the
assets you gave away could be
lost. The use of a Medicaid Asset
Protection Trust can not only protect

Share This Ebook!
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the assets from loss, but can also remove them
from your estate.

Qualify for Medicaid Benefits. Transferring
your assetfs to a Medicaid Asset
Protection Trust can start the penalty
clock at the fime of the transfer.
For example, let's say you have

an estate worth $600,000 that

you want to protect for your
children instead of spending it

on nursing home expenses. You
can preserve these assets by
creating and funding a Medicaid
Asset Protection Trust. If you can
avoid the nursing home for the next
60 months, the frust’s assets will not
be considered when you apply

for Medicaid benefits because

the transfers will have occurred
outside the 60 month look-back
window. Medicaid coverage
could then begin immediately

if the Medicaid applicant

was otherwise eligible. The
$600,000 estate is protected

by the trust.

If a nursing home was needed

before 60 months had passed

from the date you transferred

assets to the trust, you could

pay your own way with insurance

or private pay and delay the

application for Medicaid benefits

until 60 months had passed. Then,

when you applied for benefits,

Medicaid would not see the fransfer

that had been made over 60 months

ago. The Medicaid Asset Protection Trust

is a wonderful tool that can protect assets and
help you qualify for benefits while making sure your
family gets to keep the assefs.
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There is no “one size fits all” strategy to position
your assets to financially qualify for Medicaid
benefits. Each case is different because all
families’ goals and needs are different. The

strategies offered in this book are just a
sampling of the tools open to you.

We encourage you to consider the planning
options available because the key to protecting
assets from long-term care costs is proper planning.
The more you know about how to get the help and
protection you deserve, the better you will be able to look out for your
family's best interests. The sooner you begin planning, the fewer surprises

there will be. Get the right help. Contact us foday to determine how our
family can help yours.
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2400 Lakeside Boulevard, Suite 120
Richardson, Texas 75082
(972) 497-1010
www.johnsonfirm.com
info@)johnsonfirm.com

This information is provided as a guide with general information only. It is not intended fo be
legal advice. The reader is not considered a client of the law firm of The Johnson Firm, P.C.
unless a contract for services has been signed and a fee has been paid.
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