
Safeguarding Your Future: Financial 

Protection and Long-Term Care Planning for 

Assisted Living Residents 

Introduction 

Long-term care is a risk no one likes to talk about, yet financial security is the cornerstone of 

quality care and peace of mind. This is why we review these types of risks with our clients. 

Rising care costs, complex government programs like Medicare and Medicaid, and the growing 

threat of financial elder abuse create unique challenges. Approximately 10% of Americans aged 

60 and older experience abuse annually, costing $2.6 billion to $36.5 billion, with only 1 in 44 

cases reported (Consumer Financial Protection Bureau, 2021). In assisted living communities, 

nearly 16% of residents face abuse, often financial (National Center on Elder Abuse, 2023). 

Without proactive planning, families risk depleted savings, inadequate care, or exploitation. 

This white paper equips assisted living residents and their adult children with strategies to 

prevent financial elder abuse, fund long-term care (LTC), navigate Medicare, Medicaid, and 

IRMAA (Income-Related Monthly Adjustment Amount), and secure a long-lasting legacy. A 

key focus is annuities with LTC options—powerful tools to cover care costs while protecting 

assets. Special attention is given to the Medicaid 5-year look-back period, a critical rule often 

misunderstood. By fostering family collaboration, this guide empowers families to safeguard 

their loved ones’ futures. Whether you’re a resident planning for ongoing care or a child 

supporting a parent, these insights provide a roadmap to financial stability. 

The Growing Threat of Financial Elder Abuse 

Financial elder abuse involves the unauthorized or improper use of an older adult’s resources, 

often by trusted individuals like family members, caregivers, or scammers. Losses from elder 

financial exploitation reached $3 billion annually, with an 84% increase in 2022 alone, yet 

underreporting (1:44 cases) suggests the true impact is far greater (AARP, 2022). In assisted 

living, residents are particularly vulnerable due to reliance on others for financial oversight. 

Common forms include: 

 Scams: Fraudulent calls posing as IRS agents or tech support, tricking residents into 

sharing bank details. 

 Family Exploitation: Relatives pressuring for asset transfers or misusing power of 

attorney. 

 Caregiver Abuse: Staff accessing accounts or coercing residents into financial decisions. 

Consider Mary, a 78-year-old assisted living resident whose caregiver convinced her to “loan” 

$10,000 for a fabricated emergency, never repaid. Such cases highlight the need for vigilance. 

Families can protect against abuse by: 



 Setting up joint account monitoring with trusted children. 

 Using bank fraud alerts and two-factor authentication. 

 Reporting suspicions to Adult Protective Services (1-855-411-2372, CFPB) or the AARP 

Fraud Watch Network. 

 Discussing financial decisions openly to ensure transparency. 

By addressing abuse early, families can preserve resources needed for quality care, setting the 

stage for effective LTC planning. 

Funding Long-Term Care in Assisted Living 

Assisted living costs average $4,500–$6,000 monthly, with additional services like memory care 

or skilled nursing pushing expenses to $100,740 annually for a semiprivate nursing home room 

(Genworth, 2023). Over 70% of individuals turning 65 will need LTC, with families covering 

37% out-of-pocket (Administration for Community Living, 2023). By 2030, 1.9 million seniors 

will require nursing home care, underscoring the urgency of preparation (MACPAC, 2020). For 

assisted living residents, these costs can deplete savings without proper planning, risking neglect 

or reduced care quality. 

Effective LTC planning involves: 

 Assessing Needs: Work with family to evaluate current and future care requirements, 

such as increased support for mobility or cognitive decline. 

 Exploring Funding: Beyond personal savings, consider insurance, government 

programs, and LTC annuities. 

 Family Collaboration: Involve adult children to align on care goals and financial 

responsibilities. 

Resources like LongTermCare.gov offer cost calculators and state-specific guidance. Planning 

now prevents the financial strain that can lead to inadequate care, paving the way for tools like 

LTC annuities to bridge funding gaps. 

Annuities with Long-Term Care Options: A Game-Changer 

Annuities with LTC options are hybrid financial products combining guaranteed income with 

coverage for care costs, making them ideal for assisted living residents. These products, such as 

fixed annuities with LTC riders, can multiply payouts for qualified care. For example, a 

$100,000 premium might yield $300,000 for LTC expenses, covering years of assisted living or 

in-home care (National Association of Insurance Commissioners, 2023). Benefits include: 

 Tax-Free Payouts: LTC benefits are typically tax-exempt, maximizing funds. 

 Medicaid Compliance: Converts assets into income, helping qualify for Medicaid 

without depleting savings. 

 Flexibility: Covers various care settings, from assisted living to skilled nursing. 



Consider John, an 80-year-old resident who invested $150,000 in an LTC annuity. When his care 

needs increased, the annuity provided $450,000 in tax-free benefits, covering three years of 

assisted living without touching his savings. Risks include high upfront costs and limited 

liquidity, requiring careful evaluation. Families should: 

 Consult a fiduciary advisor to compare products and avoid predatory sales. 

 Involve children to review contract terms for transparency. 

 Ask advisors: “What are the surrender charges? How are LTC benefits triggered?” 

 Explore NAIC.org for consumer guides on LTC annuities. 

LTC annuities not only secure care funding but also complement government programs like 

Medicare and Medicaid, ensuring comprehensive financial planning, especially when navigating 

the Medicaid 5-year look-back period. 

Navigating Medicare and Medicaid 

Understanding Medicare and Medicaid is critical for assisted living residents, as these programs 

significantly impact care funding. Medicare, serving 67.3 million in 2024 with $832 billion in 

costs, covers short-term skilled nursing but not assisted living (CMS, 2024). Medicaid, with 78.4 

million enrollees, funds LTC for low-income seniors, covering 60% of nursing home residents 

(MACPAC, 2024). In 2020, 5.6 million used Medicaid LTC services, with 72% receiving home- 

or community-based care (MACPAC, 2020). 

A common misconception is that gifting assets (e.g., to children) automatically qualifies one for 

Medicaid. However, Medicaid’s 5-year look-back period, established under the Deficit 

Reduction Act of 2005 (42 U.S.C. § 1396p(c)), reviews financial transactions for 60 months 

prior to a Medicaid application for transfers below fair market value. The law states: “If an 

institutionalized individual or the spouse of such an individual… disposes of assets for less than 

fair market value on or after the look-back date… the individual is ineligible for medical 

assistance for [LTC] services… during the period beginning on the date specified… and equal to 

the number of months specified.” The look-back date is 60 months before the application date for 

transfers on or after February 8, 2006. 

If assets are gifted within this period, a penalty period is imposed, calculated by dividing the 

uncompensated transfer value by the state’s average monthly nursing home cost. For example, 

gifting $100,000 in a state with $10,000 monthly average results in a 10-month ineligibility 

period. Exceptions include transfers to a spouse, disabled child, or a caregiver child who 

provided at least two years of care while living with the individual. Missteps can delay care, 

leaving families scrambling. 

Key considerations: 

 Medicare Limitations: Covers hospital stays (Part A) and medical services (Part B) but 

excludes custodial care like assisted living. 



 Medicaid Eligibility: Requires low income and assets (e.g., under $2,000 in most states, 

excluding homes). LTC annuities can help meet these limits by converting assets into 

income. 

 Avoiding Penalties: Plan transfers at least 5 years in advance to avoid look-back 

penalties. 

 Family Role: Children can assist with applications, appeals, or restructuring assets (e.g., 

via annuities). 

For example, a resident who gifted $50,000 to a grandchild two years ago faced a 5-month 

Medicaid penalty, delaying coverage and straining care funds. Families should: 

 Use Medicare.gov to check coverage details. 

 Contact State Health Insurance Assistance Programs (SHIP) for free Medicaid 

counseling. 

 Consult an elder law attorney to navigate the 5-year look-back rule. 

Proper navigation of these programs, combined with tools like LTC annuities, helps maintain 

care quality without financial strain, especially when considering income-related costs like 

IRMAA. 

Managing IRMAA for Cost Efficiency 

The Income-Related Monthly Adjustment Amount (IRMAA) adds surcharges to Medicare Part 

B ($185 base premium, 2025) and Part D for higher earners, affecting about 8% of beneficiaries. 

Thresholds start at $106,000 (single) or $212,000 (joint), with surcharges ranging from $74 to 

$443.90 monthly for Part B and $12.90 to $85.80 for Part D (Social Security Administration, 

2025). These costs, based on modified adjusted gross income (MAGI) from two years prior, can 

erode care budgets if not managed. For example, a retiree with $120,000 MAGI faces an extra 

$74 monthly for Part B, totaling $888 yearly. Poor planning, like liquidating assets without 

considering tax implications, can trigger IRMAA unexpectedly. 

Families can minimize IRMAA by: 

 Reviewing tax returns to project MAGI and strategize income reduction (e.g., Roth 

conversions). 

 Using LTC annuities to smooth income, potentially lowering MAGI below thresholds. 

 Appealing surcharges via SSA.gov if income drops due to life events like retirement or 

spousal loss. 

 Consult a financial advisor to align income with care and legacy goals. 

For instance, Jane, a 75-year-old resident, reduced her MAGI by converting savings into an LTC 

annuity, avoiding a $1,200 annual IRMAA surcharge. By managing IRMAA, families preserve 

funds for care and legacy planning, ensuring long-term financial stability. 

Securing Your Legacy 



Legacy planning ensures assets and values pass to heirs or causes as intended. Yet only 31–45% 

of U.S. adults have wills, and 60% lack any estate plan (Caring.com, 2023). Baby Boomers 

anticipate transferring $90 trillion by 2045, but only 30% work with professionals (Forbes, 

2023). Legacy planning prevents financial abuse and disputes, especially when care costs 

threaten savings. 

Key steps include: 

 Drafting Documents: Wills, trusts, and powers of attorney clarify wishes. 

 Family Discussions: Involve children to align goals and avoid conflicts. For example, 

naming a trusted child as executor can streamline decisions. 

 Protecting Assets: LTC annuities preserve savings for heirs while funding care. 

Consider Sarah, a resident who set up a revocable trust and named her daughter as trustee, 

ensuring her $200,000 estate passed smoothly while Medicaid covered her care. Families should: 

 Consult elder law attorneys for tailored plans. 

 Use Nolo.com for free estate planning checklists. 

 Hold regular family meetings to update wishes. 

Effective legacy planning ties together care funding and abuse prevention, creating a cohesive 

financial strategy. 

Call to Action: Plan Today for a Secure Tomorrow 

Families must act proactively to protect finances and ensure quality care. Start with these steps: 

1. Hold a Family Meeting: Discuss care needs, assets, and legacy goals with adult children. 

2. Explore LTC Annuities: Consult a fiduciary advisor to evaluate options. Ask: “How 

does this annuity align with my care and Medicaid goals?” 

3. Navigate the 5-Year Look-Back: Work with an elder law attorney to plan asset transfers 

well in advance. 

4. Monitor for Abuse: Set up joint accounts and fraud alerts; contact CFPB’s fraud hotline 

(1-855-411-2372) if needed. 

5. Leverage Resources: Visit Medicare.gov for coverage details, NAIC.org for annuity 

guides, SSA.gov for IRMAA appeals, and LongTermCare.gov for cost planning. 

6. Download Tools: Access free checklists for estate planning (Nolo.com) and fraud 

prevention (AARP.org). 

By planning together, families can prevent financial elder abuse, fund quality care, and secure a 

lasting legacy. Act now to safeguard your future. 

This material is intended for general informational purposes only, and should not be construed as legal, 

tax, investment, financial, or other advice. It does not consider the specific investment objectives, tax and 

financial condition, or needs of any specific person or business. Investing in securities involves the risk of 



loss. Opinions contained herein are subject to change without notice. Advisory Services are offered 

through CG Advisory LLC, a Registered Investment Advisor. 
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