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INSPIRING HEALTHY ACTS

LONG-TERM CARE FINANCING

Introduction

By 2050, the United States population of older adults (age 65 and older) is projected to almost
double from the current 48 million to 88 million.* Almost 70% of older adults will require some

level of long-term services and supports (LTSS), with yearly costs ranging from $45,000 (home
health care) to $90,000 (nursing facility care). However, as the aging population increases, the
financing and delivery of its care has become a significant concern both for caregivers of aging

family members and policymakers.'

This explainer is the first in a two-part series on long-term care financing, focusing on services
available through Medicare and Medicaid. The second explainer in this series will focus on
aspects of long-term care that are covered by private insurance, including long-term care

insurance policies.

Background

The AARP estimates that by the time individuals reach age 65, there is a 50% chance that they
will require paid long-term care at some point in their remaining years of life.? Long-term care
includes a broad range of services and supports to assist individuals in meeting their needs as
they age. Most long-term care services include assistance with personal care or everyday tasks,
often referred to as “activities of daily living” (ADL) or “instrumental activities of daily living”

(IADL). See examples of each in Table 1.3

" While other populations are served by long-term services and supports, including those with complex health needs
such as the developmentally disabled, this explainer focuses on long-term care services provided to older adults.
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Long-term care is provided in a variety of settings. Home care services are often provided by
unpaid caregivers, such as family members, or by paid home care aides and other healthcare
professionals. Community support services include facilities such as adult day care centers,
while facility-based care programs include more comprehensive care options such as assisted

living facilities and nursing homes.*

TABLE 1: LONG-TERM CARE SERVICES

ACTIVITIES OF DAILY LIVING INSTRUMENTAL ACTIVITIES OF
(ADLs) DAILY LIVING (IADLs)

Bathing Housework
Dressing Managing money
Using the toilet Taking medication

Transferring (to or from the Preparing or cleaning up after
toilet) meals

Caring for incontinence Shopping for groceries or
Eating clothes
Using the telephone or other
communication devices

Paying for Long-Term Care
MEDICARE

Medicare pays for medically necessary acute care, including outpatient physician visits,
prescriptions, and hospital stays. Typically, Medicare does not include coverage for long-term
care services such as non-skilled assistance (also known as custodial care), which makes up a

majority of daily care provided in a nursing home setting.®

However, Medicare will pay for a limited duration of long-term care under certain circumstances,
including if an individual requires skilled nursing or rehabilitative services (or both) on a daily
basis. Medicare will pay for short-term stays in skilled nursing facilities if an individual meets all

of the following conditions:®

e A previous hospital admission with an inpatient stay of at least three days (the patient
cannot be under “observation” status to satisfy Medicare skilled nursing facility

requirements)
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e Admittance to a Medicare-certified nursing facility within 30 days of the inpatient hospital
stay

¢ Need for skilled care, including skilled nursing services, physical therapy, or other types

of therapy

If a beneficiary meets these requirements for a short-term stay in a skilled nursing facility,
Medicare will pay 100% of the cost (including room and board) for the first 20 days. From days
21-100, the beneficiary is required to pay a daily copay. After 100 days, the beneficiary is

responsible for the full cost of remaining in the facility.’

Additionally, Medicare will pay for other services (aside from part-time or intermittent skilled
nursing care) deemed medically necessary to treat an illness or injury. These services include
occupational or speech pathology, medical social services, and medical supplies and durable
medical equipment. No time limits are placed on the provision of these services, but physicians
are required to evaluate and reorder the services every 60 days, based on beneficiary need.®
Additionally, some Medicare Advantage Part C plans offer some home- and community-based

long-term care benefits under certain circumstances.

MEDICAID

Medicaid is a jointly funded state and federal program for low-income individuals. Medicaid will
pay for long-term care costs if an individual meets certain programmatic and financial
requirements, which vary by state. To receive long-term services and supports in Arkansas, a
person must meet certain medical (functional) eligibility requirements, and his or her
income/countable assets must be at or below limits set by the state, which vary depending on
their category of eligibility and whether the person is married or single. For single individuals in
Arkansas, the income limit is currently $2,313 per month for both institutional-based care and
home- and community-based care, with an additional $2,000 countable asset limit.° When
applying for Medicaid long-term care coverage, individuals must disclose information about their
income, their spouse’s income, resources (including personal property), insurance, and unpaid

medical expenses.!°

Many seniors rely on Medicaid to finance their long-term care costs. To qualify for Medicaid
coverage, seniors often “spend down” their income and assets to classify as “medically needy.”

Spend-down may occur rapidly due to the high cost of long-term care. Medicaid applications
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include an asset disclosure form, which requires that individuals disclose any asset transfers in
a five-year look-back period before the date they requested Medicaid coverage. Gifts or
transfers of asserts made within the look-back period may be subject to penalty, requiring an
individual to pay for the cost of his or her long-term care for a certain period of time before
Medicaid would begin paying for the individual’s care.!* A spouse’s income is included as a
countable asset, but federal spousal impoverishment regulations include protections for a small

personal needs allowance.

CONCLUSION

The aging of Americans and the high cost of long-term care present significant challenges to the
healthcare system. While public programs such as Medicare will pay for a limited duration of
skilled nursing care, custodial care is typically not covered by Medicare, and many Americans
lack the resources to pay for such care individually. Medicaid is the primary payer for long-term
care needs in both institutional and home-based settings, but strict eligibility criteria determine
individual eligibility. The next explainer in this series will look at options for financing long-term

care through private long-term care plans.
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