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Nobody wants to talk about long-term care. So most people don’t. Then the need arrives — 
suddenly, expensively, and without a plan in place — and the family scrambles. 

Assisted living costs average $4,500 to $6,000 a month. A semiprivate nursing home room runs 
over $100,000 a year (Genworth, 2023). More than 70% of people turning 65 will need some 
form of long-term care. Families cover 37% of that out of pocket. By 2030, 1.9 million seniors 
will require nursing home care (MACPAC, 2020). 

The money problem is solvable with planning. The timing problem is not. This guide covers the 
tools — LTC annuities, Medicaid navigation, IRMAA management, elder abuse protection, and 
legacy planning — and the deadlines that make acting early the only real option. 

 

Financial Elder Abuse 

Elder financial abuse costs between $2.6 billion and $36.5 billion annually. Losses grew 84% in 
2022 alone. Only 1 in 44 cases gets reported (AARP, 2022; Consumer Financial Protection 
Bureau, 2021). In assisted living communities, roughly 16% of residents face some form of 
abuse, and financial abuse is the most common type (National Center on Elder Abuse, 2023). 

The perpetrators are usually not strangers. They are family members who pressure for asset 
transfers or abuse power of attorney. Caregivers who access accounts or coerce financial 
decisions. Scammers posing as IRS agents or tech support who convince residents to hand over 
bank details. The vulnerability is real and it compounds in assisted living, where residents rely 
on others for oversight. 

A caregiver convincing a resident to “loan” $10,000 for a fabricated emergency is not unusual. It 
happens. The loan is never repaid. By the time it surfaces, the money is gone and the legal 
options are limited. 

 

Protecting against financial abuse 

Set up joint account monitoring with a trusted family member. 

Enable bank fraud alerts and two-factor authentication on all accounts. 

Discuss financial decisions openly so nothing happens in isolation. 

Report suspicions to Adult Protective Services: 1-855-411-2372 (CFPB) or the AARP Fraud 
Watch Network. 
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Long-Term Care Annuities 

A hybrid LTC annuity combines guaranteed income with coverage for care costs. A $100,000 
premium can yield $300,000 in LTC benefits, covering years of assisted living or in-home care. 
LTC payouts are typically tax-free, which matters when every dollar going to care is a dollar not 
going to the IRS. And these products can convert assets into income in a way that helps qualify 
for Medicaid without simply depleting savings. 

The numbers can be significant. A $150,000 premium structured correctly can produce 
$450,000 in tax-free LTC benefits — three years of assisted living without touching other 
savings. The risks are real too: high upfront costs, limited liquidity, and surrender charges that 
vary widely by product. The difference between a well-structured LTC annuity and a poorly 
structured one is the difference between a safety net and a trap. 

Use an independent fiduciary to evaluate these products. The questions to ask any advisor 
presenting an LTC annuity: What are the surrender charges? How are LTC benefits triggered? Is 
this product appropriate for Medicaid planning? A captive advisor — one working for an 
insurance company — has limited options and a financial incentive that doesn’t always align 
with yours. 

 

Medicare, Medicaid, and the 5-Year Look-Back 

Medicare covers hospital stays and medical services. It does not cover assisted living. That 
surprises people. Medicare serves 67.3 million Americans at a cost of $832 billion annually 
(CMS, 2024), and the word “care” in the name implies more than it delivers for long-term 
residential needs. 

Medicaid covers long-term care for low-income seniors and funds 60% of nursing home 
residents nationwide (MACPAC, 2024). Eligibility requires low income and assets — in most 
states, under $2,000 in countable assets, excluding the primary home. LTC annuities can help 
meet those limits by converting assets into income rather than simply spending them down. 

The 5-Year Look-Back 

The Medicaid 5-year look-back period is the rule most families misunderstand until it costs 
them. Under the Deficit Reduction Act of 2005, Medicaid reviews all financial transactions for 
the 60 months prior to an application. Any transfer of assets for less than fair market value 
within that window triggers a penalty period of ineligibility. 

The penalty is calculated by dividing the transferred amount by the state’s average monthly 
nursing home cost. Gift $100,000 in a state where nursing home care averages $10,000 a 
month and you face a 10-month penalty period — 10 months during which Medicaid will not 
pay, regardless of need. 

Exceptions exist: transfers to a spouse, to a disabled child, or to a caregiver child who lived with 
and cared for the resident for at least two years prior to institutionalization. Outside those 
exceptions, the rule is strict and the penalties are immediate. 

 

The look-back in plain terms 

Gifting assets to children does NOT automatically qualify you for Medicaid. 
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Any gift within 5 years of a Medicaid application can trigger a penalty period. 

The penalty = gift amount ÷ state average monthly nursing home cost. 

Example: $100,000 gift in a state with $10,000/month average = 10-month penalty. 

Plan transfers at least 5 years in advance. Once the clock is running, you cannot stop it. 

 

A resident who gifted $50,000 to a grandchild two years before a Medicaid application faced a 
five-month penalty period. Five months of care costs with no coverage, paid out of whatever 
savings remained. An elder law attorney could have structured that gift to avoid the problem 
entirely — two years earlier. 

 

IRMAA 

The Income-Related Monthly Adjustment Amount adds a surcharge to Medicare Part B and Part 
D premiums for higher earners. In 2025, the base Part B premium is $185 a month. Surcharges 
begin at $106,000 in income for a single filer and $212,000 for joint filers, ranging from $74 to 
$443.90 extra monthly for Part B and $12.90 to $85.80 for Part D (Social Security 
Administration, 2025). 

IRMAA is calculated from Modified Adjusted Gross Income two years prior. Liquidating assets 
without thinking through the tax implications — selling a large position, taking a big IRA 
distribution — can push income over an IRMAA threshold and trigger surcharges for the 
following year. A retiree with $120,000 in MAGI faces an extra $888 annually in Part B 
premiums alone. 

LTC annuities can smooth income in a way that keeps MAGI below IRMAA thresholds. Roth 
conversions done in low-income years reduce future RMDs and the taxable income they 
generate. If income drops because of a life event — retirement, loss of a spouse — IRMAA 
surcharges can be appealed through SSA.gov. Most people don’t know the appeal exists. 

 

MAGI (Single) MAGI (Joint) Part B 
Surcharge/Month 

Annual Impact 

$106,000–$133,000 $212,000–$266,000 +$74.00 +$888 

$133,000–$167,000 $266,000–$334,000 +$187.00 +$2,244 

$167,000–$200,000 $334,000–$400,000 +$299.90 +$3,599 

$200,000–$500,000 $400,000–$750,000 +$412.90 +$4,955 

Above $500,000 Above $750,000 +$443.90 +$5,327 

 

 

Legacy Planning 
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Only 31 to 45% of American adults have a will. Sixty percent have no estate plan at all 
(Caring.com, 2023). Baby Boomers are expected to transfer $90 trillion by 2045. Thirty percent 
of them are working with a professional on that transfer (Forbes, 2023). 

Long-term care costs are the most common reason estates arrive at heirs smaller than intended. 
The money goes to care because there was no plan to protect it. LTC annuities, properly 
structured, preserve assets for heirs while funding care. A revocable trust with a named trustee 
keeps an estate out of probate and moves cleanly. An irrevocable trust, used carefully, can 
protect assets from Medicaid spend-down — but it requires planning years in advance, not 
weeks before a crisis. 

The tools available include: Irrevocable Life Insurance Trusts, Charitable Remainder Trusts, 
Grantor Retained Annuity Trusts, and Pooled Income Funds for charitable giving. On a $10 
million estate, the difference between a plan and no plan can exceed $2 million in estate taxes 
(IRS, 2025). On a $500,000 estate, the difference is whether the kids inherit something or 
spend their inheritance on nursing home bills. 

Have the conversation with your family now. Not when the need is urgent. Involve adult 
children in understanding the plan — who is the executor, who holds power of attorney, what 
happens if care needs increase. Disputes about money and care at the end of life are painful and 
expensive. Most of them are preventable. 

 

Where to Start 

The single most valuable thing a family can do is have the conversation before there is a crisis. 
What are the care needs likely to be? What assets exist? What is the plan for Medicaid if savings 
run low? Is there a will, a trust, a power of attorney? 

From there: consult an independent fiduciary advisor on LTC annuity options and income 
structuring. Consult an elder law attorney on Medicaid planning and the 5-year look-back. 
Review MAGI projections annually to manage IRMAA exposure. Set up account monitoring and 
fraud alerts now. 

The resources exist. Medicare.gov for coverage details. NAIC.org for LTC annuity consumer 
guides. SSA.gov for IRMAA appeals. LongTermCare.gov for cost planning by state. AARP.org for 
fraud prevention tools. None of this requires hiring anyone to access. 

What it requires is starting before the clock is running. 

 

This material is intended for general informational purposes only and does not constitute 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 are subject to 
change without notice. Advisory services are offered through CG Advisory Services LLC, a Registered Investment 
Advisor. 
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