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Medi-Cal & Estate
Planning Basics
The information below is intended as a primer on Medi-Cal planning
for long term care. The goal is to break down the information in a
readable format to build a base of knowledge. More detailed
information can be found at your local Medi-Cal office, or online.
Additionally, you may want to speak with an attorney about your
situation.
The Truth
Many people assume that when the time comes for long term care, Medi-Cal will
come in and cover the cost of that care. Each person and situation is unique, so
that might be the case if you do not have sufficient assets to cover the cost.
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Long term care can be very expensive. A lot of people worry about draining their savings
accounts and hard earned money on this care. The fact is, if you don’t plan ahead, this is exactly what
will happen. While you should feel proud to be able to take care of yourself as you age, there are some
things you may want to consider that are within Medi-Cal policy and the law to help preserve your
assets.

Three Things
The people at Medi-Cal are better than the FBI at sniffing out your financial history. If you think you
can hide things from them, you are wrong. And, by trying to hide things, you open yourself up to a
period of time of ineligibility. They have formulas to calculate everything, and that includes the period
of time that you are “grounded” from benefits.

The 3 things you really need to know are: the 30 month look back period, what are
countable and exempt assets, and what actions you can take to help protect what
you have.
1) 30 month look back period:
If you plan far enough ahead, you can transfer your countable assets to others and Medi-Cal can’t do
anything about it. That time frame is at least 30 months ahead of the time you need to apply for benefits.
So if you want to give your son or daughter the cash you saved in your savings account, or transfer your
mutual fund account over to them, you can do that. You just have to do that 30 months prior to needing
benefits.
Want to transfer your promissory notes that people owe you money on? You can. Just do it at least 30
months before you need benefits. This includes transferring assets into an irrevocable trust…the 30
month rule still applies.

2) Countable and exempt assets:
Medi-Cal has a long list of assets they consider when determining eligibility. The key point is that they
do not consider your primary residence as a countable asset. Also, one car, the principle balance of your
IRA or pension, and other more random things like musical instruments, jewelry, and livestock you own
are not “countable.” This means you list these assets on your application, but they do not count when
they are totaling your assets.
The rules are tricky, but you can look up certain lists online for more help if you want to see a more
exhaustive list.
A lot of people assume you have to get rid of everything and only keep $2000. The truth is, there are
many ways you can do this, and not everything has to be spent down. Also, there are complicated rules
about what you can and cannot spend your money on to “spend down” your assets.
The rules about how much you can have change a bit if you are married. Allowable assets are a bit
higher, and change depending on if one or both of you are applying for Medi-Cal.

3) What CAN I do?
One, you can put your primary residence in a Revocable living trust so that after you pass, Medi-Cal
cannot put a lien on your home to recover costs. This is a fairly new law designed to allow you to pass
what is usually your largest asset on to your family.
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You can disperse and spend down your assets 30 months prior to needing Medi-Cal help. You will want
to consult Medi-Cal publications and possibly an attorney about what you can spend money on, and how
to properly transfer your assets. A proper transfer includes giving up all control over the asset.
Lastly, you can remember that not everyone will need Medi-Cal for long term care, and there are steps
you can take now to prepare. Long term care insurance is something you may want to look in to. Also, if
you think Medi-Cal is on your horizon, you can talk to an attorney who can go over your assets with you
and guide you through the process. Also remember that Medi-Cal have many levels and amounts of
assistance. If you receive a retirement income, that income will help pay for your care, and Medi-Cal
will pick up the rest.

What About Irrevocable Trusts?
An irrevocable trust is when you form a trust and give up complete control of your assets, usually only
receiving the income from such a trust. You give complete control to someone else. If not drafted
properly, Medi-Cal will declare the trust unsuitable under their policy and will count the asset anyway.
And remember, there is still a 30 month look-back period. Many Medi-Cal professionals believe this
will be 60 months when the state passes regulations in 2019 to comply with federal law.
Furthermore, Medi-Cal laws are changing in California (and have already under Federal law in the rest
of the US) to become more strict. Some planning devices are frowned upon by the laws and regulations.
Using an irrevocable trust in the past has worked for the very wealthy (think, “I don’t need that asset
anyway!” But for the average person, access to the income and principle is needed now, and throughout
the 30 month look-back period.)
As stated above, California has passed a law that if you put your home in a Revocable Living Trust,
Medi-Cal will not come to collect on your home after you pass.
CAUTION
If you are a son or daughter encouraging your parent to plan, or you are related to an elderly individual
who needs this planning, extreme caution must be taken. Medi-Cal workers are mandated reporters of
elder abuse, and if they do not report it, they are guilty of a misdemeanor. If it appears a relative is
encouraging the transfer of assets with themselves as beneficiary, all involved can be investigated both
civilly AND criminally. There is no record of attorneys being actually charged with a crime for helping
with these transfers, but many attorneys, financial planners, and insurance agents have been investigated
for allegedly participating in elder abuse. The individual seeking benefits must act of his/her own
accord.
If you are reading this as the one needing Medi-Cal, do this on your own to protect your family.
If you are reading this as a child or relative of a person possibly needing Medi-Cal, consider your role and motives, and stay
out of the process as much as possible to keep yourself clean. There are too many negative consequences to this, and you
don’t need investigations and a tarnished reputation. You may drive an aging parent to an appointment, but you should not
participate in the appointment.
If you are a professional advisor in any capacity, be wary when a relative accompanies your client to the appointment. You
must meet with the client alone, and find out what his/her wishes are, not the desires of the relative. This is extremely
important.

