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[t's time to end welfare for the well-to-do

With expenditures top-
ping $300 billion and
rising & percent
annually, Medicaid is a huge
entitlement. Kansas is not
alone in its struggle to con-
tain spending on the troubled
program.

Indeed, state governors
across the country howling
that their share of the overall
costs — 43 percent - is burning
through their budgets uncon-
trollably. As Virginia's Mark
Warner put it, "We are on the
road to a meltdown."

Most people think of
Medicaid as the health-care
payer of last resort for poor
women and children. But the
truth is that long-term care is
Medicaid's biggest single cost
-- and many recipients of this
largesse are anything but
pOOT.

Ome reason is that, for pur-
poses of Medicaid nursing
home eligibility, people are
allowed to retain unlimited
income as long as their med-
ical expenses -- including
long-term care -- are high
enough. Another big reason
is that they can also keep
unlimited assets in the form
of home eguity, a business or
other kinds of wealth.

In theory, once they die the
government could recover
Medicaid costs from their
estates. In practice, most of
this wealth disappears, often
in gifts to family members.

Consider home equity,
seniors' largest asset.
According to the National
Council on the Aging, 81 per-
cent of America's 13.2 million
householders aged 62 and
over own their own homes,

and 74 percent own their
homes free and clear.

Altogether, seniors possess
nearly $2 trillion worth of
home equity  Yet, by the time
they apply for Medicaid, few
own their homes. Are they
giving the homes away to
their grown-up children or
other relatives? Such a trans-
fer of assets carries no legal
penalty as long as it is done
at least three years and a day
before applying for Medicaid.

That's just one of hun-
dreds of eligibility "loop-
holes" that allow individuals,
especially those advised by
Medicaid planning attorneys,
to qualify for Medicaid long-
term care benefits without
spending down their own
wealth for care. If you doubt
this, try an Internet search
for "Medicaid planning" and
read some of the sales pitch-
es on the more than six mil-
lion hits.

You'll learn how to pur-
chase noncountable assets,
buy and give away a string of
Iuxury cars without penalty;
hide wealth in exempt annu-
ities, sell your ailing parent a
"life-care contract,” even buy
a farm or business -- all for
the express purpose of
"impoverishing" yourself or a

loved one artificially
and qualifying for
Medicaid long-term
care benefits,

| - Ten Congresses and
| four presidents have
tried to stop these
legal scams. As costs
| continue to escalate,
| Congress is trying
Medicaid reform once
again. The House of
Representatives
recently passed legislation to
curtail a few of the most

egregious abuses.
Even if these measures
become law, elderly

Americans could still give
away $10 million without
penalty five years and one

‘day before applying for

Medicaid. They could still
retain a home worth three-
quarters of a million dollars
while getting taxpayers to
pick up the costs of their
long-term care.

Preventing asset give-
aways to qualify for public
assistance does not threaten
one's access fo quality long-
term care. If people keep
their wealth instead of giving
it away, they will command
red-carpet access to top-quali-
ty care in the private market
instead of becoming depen-
dent on Medicaid's low-cost
nursing home care of highly
questionable quality;

Denying public welfare to
people with three-quarters of
a million dollars in home
equity does not reduce their
access to care. With a reverse
mortgage, such people can
tap their home equity to pay
for long-term care, or indeed
to pay for private long-term

care insurance, As private
payers, such people will have
better access to a wider range
of higher quality long-term
care services than they would
have as Medicaid dependents.

Those who nonetheless
resist Medicaid reform do so
to the detriment of the poor
and place a huge risk on
Medicaid's solveney. They
anesthetize boomers to the
risk and cost of long-term
care when they should be sav-
ing, investing and insuring
against such risks.

Where does this leave
Kansans most in need? Ata
time when Medicaid faces
near “meltdown,” it just sim-
ply does not make sense to
use the program as a kind of
inheritance insurance for
middle-class baby-boomer
heirs. Policymakers must
redouble their efforts to
return Medicaid to its origi-
nal intent as a program for
the truly needy.
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