Module 8: Reverse Mortgages and Other Private Financing Options for Long-Term Care

Module 8 Leader’s Notes XE "Medicare" 
This module provides an overview of alternative long-term care (LTC) financing options. The module explains the different options available, provides a broad overview of who may be best suited for each of the options, and gives considerations counselors should keep in mind when counseling consumers. 

At the conclusion of this module, counselors will:

· Understand the benefits and potential drawbacks of each option;

· Understand the variables that impact whether the option is the right choice; and

· Have a framework for helping consumers determine which option(s) might be appropriate for them to explore further.

Estimated Total Training Time: 60 minutes

45 minutes for Presentation

10 minutes for Counseling Exercise

5 minutes for Discussion

References 
Counseling Exercise 



          


         Page VIII-41

Module Exercise
 





      Page VIII-42 to V-44

Resources








         Page VIII-48

Viatical Settlements: Commonly Asked Questions



    Appendix

The Business of Viatical Settlements





    Appendix

Reverse Mortgage Shopping Questions



 
    Appendix

Continuing Care Retirement Community Worksheet


    Appendix
[image: image1.wmf]2

Answers to Key Questions

l

What LTC financing options are available 

other than insurance?

l

What are the differences among these 

options?

l

What option is best for the consumer?


Talking Points for Slide 2:

In this module, you will learn about the following: 

1. The alternatives financing options to LTC insurance.

2. Differences among these options.

3. How to help consumers determine which option is best given their circumstances.

NOTE TO PRESENTER: For each option, identify why a person may consider using this option.

[image: image2.wmf]3

Variety of Options

Home 

Equity

 

Life 

Insurance

 

LTC

 

Annuities

 

 

Trusts

 

Assets/

 

Income

 

 

Other

 

Reverse 

Mortgage 

*†

 

Accelerated 

Death 

Benefits ‡

 

Deferred*†

 

Medicaid 

Disability 

Trusts*‡

 

Self Pay*

 

 

CCRC†

 

Reverse 

Annuity 

Mortgage*

†

 

Life 

Settlements 

† 

 

Immediate 

*‡

 

Charitable 

Remain

der 

Trusts*

 

 

Medicaid 

Estate 

Planning*

 

Sell Home*

 

Viatical 

Settlements 

‡

 

 

 

 

Special 

Purpose

 

Loans*

 

Leaseback*

 

Limited 

Pay/LTC 

Policies

 

 

 

 

 

 

* Does not require health screening

 

† Appropriate for older adults

 

‡ Option for those in poor health 

 


Talking Points for Slide 3:

· Many options are available to finance LTC expenses. This table above categorizes these options and identifies the type of consumer the option may be best suited for. 
· For example, someone in poor health would want to consider those options that do not require a health screening or are tagged as an option for those in poor health.
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Identifying Options

Left bottom corner

identifies category

Right bottom corner

identifies who may

want to consider option

Use of Life Insurance

Poor Health


Talking Points for Slide 4:

· Explain box located at left bottom corner indicates financing options.

· Explain box located at right bottom corner explains who may want to consider the option.
· Explain that codes will be used throughout the presentation to help identify the option category and who it may be suitable for.
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Reverse Mortgage 

–

What is it?

l

Loan against your home that provides you 

cash for its value without selling it

l

Access to home equity for homeowner’s age 

62+

l

Unlike other loans, you do not make monthly 

repayments

l

Loan does not have to be repaid as long as 

the borrower lives in the home

No health screen, Older People

Home Equity


Talking Points for Slide 5:

· Instead of regular mortgage where homeowner pays lender, with a reverse mortgage, the lender is paying the homeowner.

· The amount of the reverse mortgage is based on homeowners’ age, life expectancy, equity and location of the home, and interest rate.

· Homeowner can receive funds as a lump sum, in monthly advances, through a line of credit, or combination of these and the money is nontaxable.
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Reverse Mortgage (continued)

l

Loan is repaid when you die, sell the house or 

permanently move out of it

l

Borrower retains title and ownership

l

Borrower responsible for taxes and repairs

No health screen, Older People

Home Equity


Talking Points for Slide 6:

· The principal, interest and servicing fees are paid when the borrower sells home, moves or dies.

· Borrower can never owe more than the home’s value and any leftover equity after the loan is repaid goes to the heirs or the homeowner.

· Borrower must be sure he or she can still afford to pay taxes and insurance and pay for ongoing maintenance.
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Reverse Mortgage (continued)

l

Three types of reverse mortgages:

–

FHA

-

insured

–

Lender

-

insured

–

Uninsured

l

Maximum amounts one can borrow vary by 

type

l

Larger lending limits with private lenders, but 

they may have higher finance costs

l

Payments received are tax

-

free

–

Does not affect your Social Security payments but 

may affect SSI eligibility

No health screen, Older People

Home Equity


Talking Points for Slide 7:

· The manual discusses the differences between the three types of reverse mortgages: 1) FHA-insured, 2) Lender-insured, and 3) uninsured.

· Maximum amount of loan will vary with the type of mortgage.

· Consumers should be cautioned to examine all costs associated with the various types of loans.

· Proceeds are tax-free since this is a loan.
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Qualifying for Reverse Mortgage

l

Homeowner must be 62 years or older

l

Home must be your primary residence (all 

types)

l

No income or credit history required

l

Must have little or no outstanding loan balance 

on your current mortgage

No health screen, Older People

Home Equity


Talking Points for Slide 8:

· Homeowner must be at least 62 years of age. Some types of reverse mortgage programs may have higher age requirements.

· There is no income or credit qualifications, but home must be completely paid off or have a small amount left to pay (which can be paid off with part of proceeds of reverse mortgage).
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Qualifying for Reverse Mortgage 

(continued)

l

You cannot incur any other indebtedness on 

your home once you have the reverse 

mortgage

l

Some lenders require a free individual 

counseling session with a reverse mortgage 

counselor to help you decide

No health screen, Older People

Home Equity


Talking Points for Slide 9:

· Reverse mortgage must be the only lien on the home.

· Consumers could not go out and open a home equity line of credit after getting reverse mortgage.
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Comparing Forward vs. 

Reverse Mortgage

Receive payments 

from lender

Loan balance rises

Equity declines

Make monthly 

payments to lender

Loan balance declines

Equity grows

During the Loan

Owes very little and has 

lots of equity

Owes a lot and has little 

equity

At Closing

Get cash from equity

Purchase home

Loan Purpose

Reverse 

Mortgage

Forward 

Mortgage

No health screen, Older People

Home Equity


Talking Points for Slide 10:

· Presenter should go through the comparison point-by-point.
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Comparing Forward vs. 

Reverse Mortgage (continued)

Based on appraisal value of 

home, regardless of loan 

amount

Can be financed as part of 

closing costs

Based on amount of loan

Can be financed as part 

of closing costs

Closing Costs

Rising debt

Falling equity

Falling debt

Rising equity

At Closing

Borrower owes substantial 

amount

Has much less, little or no 

equity

Borrower owes nothing

Has substantial equity

At the End of the 

Loan

Reverse 

Mortgage

Forward 

Mortgage

No health screen, Older People

Home Equity


Talking Points for Slide 11:

· Presenter should go through the comparison point-by-point.
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HECM (Home Equity Conversion 

Mortgage) Reverse Mortgage

l

Offered by Department of Housing and Urban 

Development (HUD)

l

Federal Housing Authority (FHA) guaranteed 

loan

l

Loan amount based on your age, value of 

home, equity in home, where you live, interest 

rate, and payout method you select

No health screen, Older People

Home Equity


Talking Points for Slide 12:

· HECM is a program offered by HUD. 
· FHA guarantees HECM loans.
· Loan amount is based on age, value of home, equity in home, where you live, interest rate, and selected payment method. 
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HECM Reverse Mortgage (continued)

l

County limit on the maximum amount you can 

borrow

l

Never have to repay an amount that exceeds 

the value of the home at the time the loan is 

repaid

l

Counseling session required

–

Call 1

-

888

-

466

-

3487

No health screen, Older People

Home Equity


Talking Points for Slide 13:

· Inform consumers that they never have to replay an amount that exceeds the value of the home at the time of the loan is repaid. 

· A free counseling session is required. 

· Never  have to repay an amount that exceeds the value of the homes at the time the loan is repaid. 

· Counseling session required. 
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HECM Reverse Mortgage 

–

Loan 

Amounts

l

Sample loan amounts available 

-

$120,000 

home value (Philadelphia)

Age

Lump Sum

Monthly

62

$62,600

$350

67

$67,600

$400

72

$72,800

$450

No health screen, Older People

Home Equity


Talking Points for Slide 14:

· Presenter should introduce this slide and following slide as examples of different property values and different geographic locations.

· Note differences in payment as a result of payment option and age.
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HECM Reverse Mortgage 

–

Loan 

Amounts (continued)

l

Sample loan amounts available 

-

$260,000 

home value (Denver)

Age

Lump Sum

Monthly

62

$145,900

$819

67

$156,500

$918

72

$167,800

$1,047

No health screen, Older People

Home Equity


Talking Points for Slide 15:

· This is another example with different property values in Denver. 

· Note differences in payment as a result of payment option and age.

Explain example. 
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HECM Reverse Mortgage 

–

Closing 

Costs

l

Closing costs and interest can be financed 

within the loan 

l

Include mortgage insurance (2% of home 

value), origination fee (2% of home value) and 

other closing costs (e.g., title search, 

appraisal, etc.)

l

Costs vary, but in one example, for a $200,000 

loan, costs range from $10,000 to $14,000 

No health screen, Older People

Home Equity


Talking Points for Slide 16:

· Presenter should hit the points in slide one-by-one.

· Explain that forward mortgage points are calculated as a percentage of the loan amount. Reverse mortgage points are calculated as a percentage of the home value.
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Using HECM Reverse Mortgage 

Program to Pay for LTC Insurance

l

In the future, upfront loan costs may be 

less if a reverse mortgage is used to pay 

for LTC insurance

l

HUD has the statutory authority to allow 

a waiver of the 2% mortgage insurance 

fee

l

However, the regulation to implement 

this provision has not been promulgated

No health screen, Older People

Home Equity


Talking Point for Slide 17

· In the future, upfront loan costs may be less if a reverse mortgage is used for LTC insurance. 
· HUD has the statutory authority to allow a waiver of the 2 percent mortgage fee. 
· However, the regulation to implement this provision has not yet been promulgated. 
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General Considerations in Using 

Any Reverse Mortgage Program

l

Funds can be used to purchase LTC 

insurance or pay for care

l

Loans do not adjust for inflation

l

LTC costs may exceed the amount received 

through the reverse mortgage

l

May be difficult for married couple to support 

LTC insurance for both with amount available 

from reverse mortgage

Home Equity


Talking Points for Slide 18:

· Presenter should announce that this slide is now back to reverse mortgages in general, not the CMS Initiative.

· The funds can be used for a variety of things such as paying for LTC insurance or if a person does not qualify for insurance, the funds can pay for care.

· If the homeowner does qualify for LTC insurance, the premiums for the insurance may be more affordable than paying for LTC costs, especially since the needs and extent of LTC are unknown.

· There may be a gap between the LTC costs and loan amount because of cost-of-care inflation. Therefore, homeowner would be responsible for paying for the LTC costs that are not funded by the reverse mortgage. 

· If the homeowner needs to go to a nursing home, the home would have to be sold and loan repaid. This may leave little or nothing to cover nursing home expenses. Medicaid would need to be planned for.
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General Considerations in Using Any 

Reverse Mortgage Program (cont.)

l

Homeowner will still require funds to pay for 

taxes, repairs, and maintenance

l

Heirs can retain home by repaying reverse 

mortgage

l

Heirs can “keep the difference” if the home’s 

sale price exceeds the loan balance at the 

time the loan is repaid

Home Equity


Talking Points for Slide 19:

· Homeowner would have to have funds available to pay for taxes, repairs and maintenance on the property.

· If homeowner wants to leave home free and clear to heirs, a reverse mortgage is not an option. However, the heirs can retain the home by repaying the loan.

· The manual includes shopping tips and questions the consumers should ask.
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Reverse Mortgage Annuity

l

An annuity is purchased with a portion of the 

loan amount

l

Annuity continues if borrower sells home or 

moves

l

Available on a limited basis

l

Considerations:

–

Same as a reverse mortgage

–

May include additional charges

–

Tax implications

No health screen, Older People

Home Equity


Talking Points for Slide 20:

· This is a form of reverse mortgage with part of the lump sum loan amount used to purchase an annuity.

· The loan is paid when the owner sells the home, moves or dies. 

· The annuity can be structure with an immediate or deferred annuity.

Considerations:

· The same considerations apply as to a reverse mortgage.

· Additional charges may be included based on increases in home value if equity participation option is chosen.

· Annuity payments are taxable and affect eligibility for Supplemental Security Income and Medicaid. Consumers should consult their tax advisors.

CAUTION: The term "reverse annuity mortgage" (RAM) is used to refer to reverse mortgages that are structured with a monthly income option. Consumers must be cautioned to fully understand what type of reverse mortgage they are considering so that the full impact of taxation issues, loan repayment requirements and monthly payment promises is understood.
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Sell Home

l

Home can be used to pay for LTC by selling it

l

Option not for everyone

l

Considerations:

–

Unable to pass home to heirs

–

Proceeds may be insufficient to cover LTC 

expenses

–

Market conditions

Home Equity

No health screen


Talking Points for Slide 21:

· Proceeds can be invested to produce a continuous income, pay for LTC expenses or purchase insurance.

· Many people are uncomfortable selling their major asset. However, this option is well-suited to a single person without heirs, a couple who want a lifestyle or location change or someone who wants an alternative, less costly living arrangement.

Considerations:

· May be at the mercy of market conditions if the need to sell the home is at a less than ideal time and the desired selling price is not realized.
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Leaseback

l

Investor purchases home

l

Seller rents the home on a long

-

term lease

l

Investor possesses property once seller stops 

living there

l

Considerations:

–

Home may stay in family 

–

Potential taxes on proceeds

–

May lose public assistance

Home Equity

No health screen


Talking Points for Slide 22:

· Seller no longer has to worry about taking care of home or paying taxes.

· Proceeds can be used as desired, e.g., to finance LTC needs or buy insurance.

· Investor is responsible for taxes and property maintenance.

Considerations:

· Children can be the investor and purchase home from parents, allowing it to stay in the family.

· Seller may have to pay taxes on proceeds.

· Low-income homeowners may lose public assistance.

· If property is neglected, seller may find it difficult to live there.

[image: image22.wmf]23

Accelerated Death Benefit

l

Death benefit cash advance, tax free 

l

Qualification due to poor health condition

l

Amount of $ based on contract provisions and 

health condition (2% of face amount for 

nursing home, 1% for home care)

l

Considerations:

–

More limited benefits than typical LTC 

insurance

–

Little or no death benefit for survivors

–

Need to maintain premium payments

–

May affect Medicaid eligibility

Poor Health

Use of Life Insurance


Talking Points for Slide 23:

· Benefit added to life insurance policy.

· Money is received tax free while still living.

· Benefit triggers: terminal illness, life-threatening diagnosis, (e.g., AIDS); permanent confinement to a nursing home or permanent functional loss.

· The payment amount varies by the contract provisions and the benefit triggers. For LTC ADL loss, the typical monthly benefit might be 2 percent of the face value for nursing home care and 1 percent for home care. 

· Example: Face value = $200,000 - what is the monthly benefit for LTC?  $4,000 for nursing home, $2000 for home care.

· Since benefits are more limited than typical LTC insurance policies, the amount may be insufficient to cover LTC costs, inflation protection is infrequently offered.

· By using the benefit ahead of time, there may be nothing left for the survivors.

· There is a risk that the policy will lapse if premiums are not paid on the life insurance policy. Need to consider whether funds will continue to be available to pay premiums.

· The payment may affect Medicaid eligibility.
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Life Settlements

l

Insurance policy is sold for present value

–

Females age 74+, males age 70+

l

Use of the proceeds is unrestricted 

l

Considerations

–

Can fund LTC costs or insurance

–

May have nothing left for beneficiaries

–

Health not an issue

–

Tax liabilities 

Older People

Use of Life Insurance


Talking Points for Slide 24:

· May no longer have need for life insurance policy. Women over 70 and men 74+ can sell their policies for the present value. 
· Since the use of the proceeds is unrestricted, they can be used for a variety of reasons including the purchase of LTC insurance or to pay for LTC.

Considerations:

· If LTC is not required, the settlement can be left as an inheritance or used for other purposes.

· If money is used for LTC, there will be no death benefit for the survivors.

· Only requirement is age, therefore this is a viable option for healthy and unhealthy people unlike other options using life insurance which require the person to be in poor health.

· There are tax implications. Depending on the income status of the person, this may not be the best option. They should consult their tax advisor prior to taking a Life Settlement.
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Viatical Settlements

l

Life insurance policy sold to a third party for a 

fraction (50% or more) of the death benefit 

(proceeds are tax

-

free)

l

Must be terminally ill

l

Considerations:

–

Available to someone who would not qualify 

for LTC insurance

–

Settlement may be insufficient to cover LTC 

expenses

–

Survivors would not receive any proceeds

–

>50% of applicants are declined

Poor Health

Use of Life Insurance


Talking Points for Slide 25:

· Someone who has 24 months or less to live or is chronically ill may sell their life insurance policy to a viatical company.
· The viatical company continues to pay the premiums and pays the insured a portion of the face value depending on the life expectancy -- the shorter the time frame, the higher the settlement.

· Upon death of the insured, the viatical company receives the death benefit.

· Unlike life settlements, the proceeds are tax free from a viatical settlement.

Considerations:

· Since the person is in poor health, they would not qualify for LTC insurance.

· Cash is available to pay for LTC expenses, however it may be insufficient for the type and amount of LTC.

· There is no death benefit available for beneficiaries.

· Not everyone who applies for a viatical settlement is approved -- there are many requirements regarding the face value, how long the policy has been owned, etc.
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Single Pay Life/LTC Policies

l

Funded through lump sum payment

l

Pays for LTC expenses and has a death 

benefit 

l

Considerations:

–

Large lump sum needed for meaningful LTC 

benefit

–

If care needed in early years, benefit may 

be insufficient

–

Planning for inflation is difficult, requires 

additional payments

Use of Life Insurance


Talking Points for Slide 26:

· The lump sum deposit purchases a death benefit and at least double the amount becomes available for LTC expenses. 

· If LTC is needed immediately, the policy could pay as much as four years of benefits at 2 percent per month of the LTC amount. 

· The longer the policy is held without a claim, the more accumulation and the longer the benefit period becomes.

Considerations:

·  A meaningful benefit should be in the $100,000 range for a 60-year old couple.

· If it is believed LTC may be needed soon, the benefit may be insufficient.

· Inflation protection may be included in the lump sum, or paid separately and require ongoing funding. 
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LTC Annuities 

–

Deferred

l

Available to age 85, seven broad health 

questions most can satisfy

l

Two funds: one for LTC expenses, the other is 

a regular cash fund

l

Considerations:

–

If LTC fund not used, can be passed to 

beneficiaries

–

Need to plan for inflation

–

LTC costs may exceed benefit amount

–

Tax implications

LTC Annuities

No health screen, Older People 


Talking Points for Slide 27:

· There are two types of LTC annuities, Deferred and Immediate.

· In one example, LTC expense fund grows at a higher interest rate for a specified period while the regular cash fund grows at 3 percent.

· The separate LTC fund allows for immediate use of the funds for licensed LTC services. 

· Actual LTC expenses are paid up to a monthly limit for a minimum of 36 months. 

Considerations:

· If LTC fund is never used, the money can be passed on to beneficiaries.

· Enough money should be put into the annuity to accommodate for inflation.

· Depending on length of LTC and amount of the annuity, the benefit may be insufficient to cover LTC expenses.

· There are tax implications so consumers should consult their tax advisor.

· There are available state-specific products may differ markedly from this example or may not even be available in the consumer’s state. If concept seems attractive, consumers should seek competent help of a knowledgeable professional to explore available options.

[image: image27.wmf]28

LTC Annuities 

–

Immediate

l

Available to someone who is uninsurable or 

already receiving LTC

l

Single premium payment converted into monthly 

income

l

Pay

-

out schedule is based on age and gender

l

Considerations:

–

Resources may be limited if inflation is not 

planned for

–

Income stream may be insufficient

–

Tax implications

LTC Annuities

No health screen, Poor Health 


Talking Points for Slide 28:

· An immediate annuity is a series of regular payments over a specified period of time.

· The annuity is available to people with uninsurable health conditions or those already receiving LTC. Since it is medically underwritten, a person who is impaired may receive a higher monthly income than a healthy person with a regular annuity.

· The monthly income is guaranteed for life of the policyholder. The beneficiary would receive a portion of the money if the policyholder died earlier than the insurance company expected.

Considerations:

· Need to plan for inflation or benefit may not cover expenses.

· If type and amount of LTC is unknown, income may be insufficient.

· Tax treatment is complicated; consumers should consult tax advisor. 
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Medicaid Disability Trusts

l

Exempt from rules regarding trusts and 

Medicaid eligibility

l

Limited to disabled individuals

–

Trust for disabled person under age 65

–

Trust managed by non

-

profit association

l

Considerations:

–

Does not shelter all money in trust

–

Discuss with legal and tax advisor

Trusts

No health screen, Poor Health


Talking Points for Slide 29:

· A trust is a legal arrangement by which assets are transferred from one party to another for the benefit of one or more third parties.

· Medicaid Disability trust is the only type of trust exempt from Medicaid transfer rules.

· The purpose of these trusts is to enhance the life of the disabled person while maintaining eligibility for public programs.

· Trust for disabled person under age 65 can be set up by parent, grandparent or legal guardian. Any Medicaid benefits paid are recoverable by the state upon the death of the disabled individual.

· Trust managed by non-profit has a separate account maintained for each beneficiary. Assets are pooled for management and investment purposes. Upon beneficiary’s death the state must be reimbursed for Medicaid payments made on behalf of the disabled individual. Disabled person can be over 65 and may fund the trust themselves.

Considerations:

· Not available to everyone, only those disabled.

· Since Medicaid benefits must be reimbursed, not all money is sheltered.

[image: image29.wmf]30

Charitable Remainder Trusts

l

Assets gifted to public charity at fair market 

value

l

Grantor receives payment from the trust and a 

tax deduction

l

Considerations:

–

Limited to affluent people

–

Payment to grantor may be insufficient to 

cover LTC

–

Assets transferred subject to 60

-

month look

-

back period

No health screen

Trusts

No health screen


Talking Points for Slide 30:

· By gifting a large sum to a public charity, the grantor receives a payment from the trust based on the current market value. Payments can fund LTC expenses.

· Grantor receives tax deduction based on the market value of the gift.

· Charity receives balance of trust upon grantor’s death.

Considerations:
· Few people have assets for this type of trust.

· Need rather large gift to receive payments that are sufficient to cover LTC.

· Subject to 60-month look-back period for Medicaid eligibility purposes.
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Assets and Income

l

Pay for LTC needs as occur

l

Considerations:

–

Need sufficient assets to pay for care

–

Do not know when care needs will occur or 

for how long

–

Can use funds for other than LTC

–

Requires advanced planning

–

Cannot control rate of return on investments

Assets and Income

Older People


Talking Points for Slide 31:

· Need to make a conscious decision that enough money needs to be available to pay for LTC.
· LTC needs are hard to plan for since people do not know when need will occur and how long care will be required. Funds may be insufficient to cover costs.

· Funds are not tied up specifically for LTC. If other needs occur, fund can be used for other purposes.

· Need to plan in advance so to allow accumulation of adequate resources.

· Investment earnings are uncontrollable and dependent on market.
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Continuing Care Retirement 

Community (CCRC)

l

Full continuum of services

l

Provides housing, health care, and social 

services

l

Entrance fee and monthly payments

l

Many types of CCRC contracts

l

Considerations:

–

May provide little or no home care

–

Health screening

–

Unaffordable for many

Older People

Other


Talking Points for Slide 32:

· CCRCs provide independent living, assisted living and nursing home care all in the same location allowing a person to “age in place”. May have pre-defined parameters for when care is received.

· Fees are subject to periodic increases, percentage of the entrance fee may or may not be refundable if resident moves or dies.

· Contract review requires legal and financial assistance to understand terms.

Considerations:

· Depending on contract, home care may not be provided.

· Residents must be relatively healthy to enter.

· Costs may be unaffordable for many people.

Technical Appendix and Participant Manual includes many details about CCRCs.
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Medicaid Estate Planning

(Artificial Impoverishment for Medicaid Qualification Purposes)

l

Risky option of re

-

arranging finances to 

preserve assets

l

Must be done well in advance of the need for 

Medicaid or run the risk of being disqualified 

l

Lose control of assets and financial 

independence

Other

No Health Screening


Talking Points for Slide 33:

· Reduce assets by giving to family members or others instead of paying for LTC. Person has fewer assets to spend down and then qualifies for Medicaid.

· Hope to continue using the assets with relative’s cooperation.

· Medicaid transfer rules apply to transfers made 36 months or less before Medicaid application (60 months in some cases).

Considerations:

· May be risky since transfers need to be done 36 months in advance, 60 months in some states and in some circumstances.

· Can consumers be sure they will have control of assets once transferred?

· Amount transferred and timing may make person ineligible for Medicaid.

· Does not protect income from being taken by the state.

· Medicaid rules may change in future.
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Medicaid Estate Planning (continued)
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Talking Points for Slide 34:

· Medicaid provides little or no coverage for home care or care in an assisted living facility, therefore care choices are limited in most states.

· If being considered, consult with qualified attorney.

· Medicaid does not cover home care or assisted living care; care choices are limited.

· Does not protect income from being taken by the state.
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Special Purpose Loans
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Talking Points for Slide 35:

· Known as Deferred Payment Loans (DPLs).

· Loans available to low-moderate income people.

· Loans do not have fees and premiums like reverse mortgages.

· Loan is one-time, lump sum payment to be used for home improvements, such as grab bars or ramps.

· While special purpose loans do not pay for LTC, loans may enable someone to stay in home by creating a safer environment.
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Special Purpose Loans (continued) 
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Talking Points for Slide 36:

Considerations:

· Income qualifications, therefore not for everyone.

· Loan cannot be used as desired.

· Loan repayment due when move from house, including to a nursing home. 

· Not a funding source for LTC; other financing options still required.
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