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Our presentation today is by Jerry Broadhurst and Paul Lechner, Esq., CPA, an 

Adjunct Professor at the Graham School of Management of Saint Xavier 

University.  
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Hello, and thank you for coming.  Iôm pleased you could join us for this 

important presentation. If you are like the thousands of people before you who 

have heard this presentation, then I promise that when itôs over, youôll have been 

entertained, informed and motivated to take charge of a critically important 

issue:  financial and estate planning during these uncertain times weôre 

experiencing. Before we begin, let me give you a little background about Jerry 

and myself: (key highlights of professional careers). 

My experience in this field working with our clients and other professionals has 

impressed upon me the importance of preserving a familyôs legacy.  Our firm is 

dedicated to that mission and our program today presents timely information that 

will allow you to make better decisions. 
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This image visually shows the number one reason people donôt plan: 

procrastination.  

I can tell this is a smart audience, so no one out there is thinking what a man said 

awhile ago, ñYes, procrastinationé Iôve had that surgery.ò 

Unlike him, you know that procrastination means putting off until tomorrow 

important tasks you should do today. The trouble is, tomorrow never arrives. Itôs 

always in the future. 

Unfortunately, no one is guaranteed enough time. If we become disabled, itôs too 

late to make plans and our entire estate may go to pay for Nursing Home 

expenses. If we die before we settle our affairs, our family is stuck with the 

sometimes disastrous consequences. If we blindly leave our retirement assets 

alone, the IRS could be the biggest beneficiary of our lifetime worth of work. We 

simply canôt take it for granted that weôll have the time to get everything done. 
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Thereôs a second reason many people donôt take the steps necessary to get their  

house in order and plan their estates: it has to do with a lack of knowledge. 

Clients often come to me in confusion. Theyôve heard about so many options: In 

financial planning, thereôs insurance, annuities, CDs, mutual funds, money under 

management, 401(k), IRAs and a thousand other ways to invest or lose your 

money. On the estate planning side, there are gifts, wills, joint tenancy, living 

trusts, limited partnerships, insurance trusts and charitable trust plans. With this 

glut of information, they have no idea which options are best for them and their 

situation. 

Our job today?  To give you an overview of what we believe are the keys of 

financial and estate planning. Weôll describe for you how each of these keys 

works and to help you pinpoint the right approach for you. 
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Today, we will present our workshop in the following order. In the first part of 

our program, weôll go over the three keys to Financial and Estate Survival. Weôll 

discuss Key #1ðwhat is the proper estate plan for you. Weôll then move on to 

Key #2ðways to protect yourself from Nursing Home expenses or other long 

term care costs. Then, Key #3ðHow to rescue the funds in your retirement plan 

from heavy taxation.  

After weôve reviewed the three keys, we will talk about how to choose a 

financial and estate planning advisor.  

Finally, weôll wrap up with a question and answer period. 
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Before we get started, I just want to go over a few ground rules for this 

workshop. First, I want to assure you that we welcome questions. But to keep our 

program running smoothly and to get you out on time, we request that if you 

have a question, please jot it down and ask it during the question and answer 

period. Weôll stay as long as needed to get your questions answered. Also, if any 

of you brought your cell phones with you today, please turn them off.  
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The first key we need to address today is the estate plan itself. Surveys have 

shown that only about 1/3 of Americans have done any conscious estate planning 

at all. That means that 2/3 of American have done nothing. They donôt have a 

will, a trust or any scrap of paper that will tell the world how their estate is to be 

distributed. May I ask by a show of hands how many of you here have some kind 

of written estate plan? Now donôt be shy. Thank you. For those of you that have 

a written plan, how many have a living trust? Hands up. Thank you. How many 

have a will based plan? Great. Thank you. According to the AARP, about one-

half of those who have a plan use a trust instead of a will. This is a remarkable 

change from many years ago when virtually nobody, but the very wealthy, used a 

trust to plan their estates. What should you have? Weôre going to talk about that 

in detail today. For those of you who have living trusts, you may be surprised to 

learn that most living trusts fail for one important reason. 
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The second key in our workshop addresses the important issue of long term care 

costs, commonly referred to as Nursing Home expenses. Youôll be shocked to 

learn about the huge number of American Families who are left destitute because 

of Nursing Home expenses. You can have the best estate plan in the world, but it 

will be worthless if all your assets are eaten up by these devastating expenses. 

So, weôll show you practical ways to protect your family and your estate.  
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Finally, the third key of our program is a strategy to protect your retirement plan. 

Most people with retirement plans are not aware of the huge income and estate 

taxes that are waiting for them and their heirs down the road. There are several 

strategies to avoid these costly taxes. Today, weôll address one of the most 

popular, the IRA Rescue Plan. 
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The first key is creating the proper estate plan. 
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Here are the three most popular options people use. One is joint tenancy. How 

many of you hold the deed to your home or some other asset as joint tenants? 

Many married couples do. But if you take home anything from our talk today, I 

hope it will be the fact that joint tenancy is a very poor way to hold title, married 

or not. Another option is the will, a legal document that names who will handle 

your estate ðyour Executorðand it identifies who your estate will go to, and 

what they will receive. Wills are very common, but youôll soon see they bring 

with them lots of problems. The third option we are going to discuss today is the 

Living Trust. But before we get to that, letôs look at the will first. 

To demonstrate these concepts, weôre going to look at how they impact a couple 

weôll call Bill and Mary Jones. What happens during life and at death if Bill and 

Mary create a will? 
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After they create their wills, Bill and Mary feel like theyôve done what they can 

to protect their family. However, one day, out of the blue, Bill has a stroke that 

leaves him physically and mentally disabled.  

You know, most people never consider disability when they plan. They only think 

of what happens at death. Do you know what the chances are youôll become 

disabled and need some long term care? Actually, the odds are strong. Consider 

this: People aged 65 or older face a 43% lifetime chance of entering a Nursing 

Home, according to the Agency for Healthcare Research and Quality. And of 

those who do enter a Nursing Home, 21% will remain there for at least five 

years.  
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Once Mary and the children get over the initial shock of Billôs illness, they face a 

question: who will handle Billôs affairs?  

If you are too ill or disabled, who will handle your financial affairs for you? Who 

will make sure that your gas and electric bills are paid? Would it be your spouse? 

Would it be one or several of your children? Would it be another friend or 

relative or someone that you live with?  

It could potentially be any of these people. But before they can step in and handle 

your affairs, they usually must first go to court and be appointed your guardian.  

So Mary has to go to court. 
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This is that process we call a ñlivingò probate: the court proceeding to name your 

guardian.  

Normally, we think of probate as that often difficult court process that occurs 

when people die. It can drag out a long time. But a guardianship process happens 

when youôre alive and can be as bad or even worse. Hereôs why. 

Letôs say that you get Parkinsonôs or Huntingtonôs disease, or you have 

Alzheimerôs, or like Bill, you have a stroke. Youôre severely disabled, but you 

live for another ten years. And throughout this period, you are not able to handle 

your affairs. For this full ten-year period, someone the court choosesðand not 

necessarily someone you would have chosenðhas to go in and out of court to 

ask permission to use your own assets on your behalf. Soundôs silly, doesnôt it? 
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This living probate is truly a nightmare. First of all, consider the public 

humiliation. You will be brought into the court and pronounced ñincompetentò to 

handle your affairs. Secondly, the court is now in control. You donôt get to name 

who guardian will be. The court does that.  

And itôs time consuming. Anytime that you go in and out of court, you know that 

you are going to deal with a lot of paperwork, and a lot of delays. That 

paperwork and those delays are extremely aggravating.  

And yes, it is also expensive. There are court fees involved, attorneyôs fees and 

accounting fees. Each year or so, an accounting has to be given to the court 

detailing what your money has been spent on. 
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Bill and Mary finally get through the living probate process, but unfortunately a 

few years later, Bill passes away. 

At this point, Mary is confronted with the death probate process. 

 

 



17 

  

A lot of people are confused about this probate process and why it is even 

needed.  

Basically, probateôs main purpose is to change the title on the property you own.  

If you pass away, and your family wants to spend or sell an asset, or refinance or 

lease an asset that is in your name, they canôt do so until the name or title on the 

account or asset has been changed into their names.  

Thatôs the main purpose of probate.  

In addition, historically, probate was created to make sure creditors were paid. 
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But the main purpose is to change title from the name of the person who passed 

away to the name of the living beneficiaries.  

And when you think about it, if you want to change title on an asset now, you 

usually sign a document to transfer title.  

But if youôre not around, who can sign a document to change title? The only 

institution authorized to change title from the name of someone who has passed 

away to the living beneficiaries is the probate court. 
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There are some other things that happen in probate court. First, the court will 

resolve any disputes among family members or relatives. Have you all heard of 

will contests? What is the most famous will contest you have heard of? (Howard 

Hughes). The court resolves those disputes.  

In addition, the court makes sure creditors are paid. Then a full inventory of all 

assets owned by the decedent is completed and an appraisal of the assets is made. 

And finally a distribution of assets is made to the rightful beneficiaries.  

So, probate takes care of inventorying, appraising, and distributing your assets to 

the rightful beneficiaries. Whatôs so bad about that? (Expensive and time 

consuming). Thatôs right, it can be expensive and time consuming. 
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So, probate can be expensive, time consuming, and itôs a public proceeding. Plus, 

you should factor into the equation your exposure to multiple probates, if you 

have real estate in more than one state.  

Now letôs examine the third problem area. We have looked at the living probate 

or conservatorship. We have examined death probate. Now letôs focus on death 

taxation. 

 



21 

Over the past decade, transfer tax exemptions, rates and planning opportunities have varied from 

year to year due to nearly annual changes in the laws.  It is important to take a look at what 

Federal and Illinois legislatures have told us about Estate, Gift and Generation-Skipping Transfer 

(ñGSTò) Taxes for 2012 and beyond as well as the uncertainty ahead.  

The Tax Relief, Unemployment Insurance Reauthorization, and Job Creation Act of 2010 (the 

ñActò), signed into law by President Obama on December 17, 2010, affects the estates of 

decedents dying between January 1, 2010, and December 31, 2012.  The Act includes a Federal 

Estate Tax exemption of $5 million per individual, as well as $5 million exemptions from Gift 

Tax and GST Tax for 2011.  Since the taxes were indexed for inflation, the exemption amounts 

will increase to $5.12 million for 2012.  All three transfer taxes have a maximum tax rate of 35% 

through 2012. The Act also introduced us to the portability of the Estate Tax exemption, which 

allows the surviving spouse of a decedent to utilize the decedentôs unused Estate Tax exemption 

amount.  The portability feature will remain available to the estates of decedents dying in 2012 

but has not yet been made permanent. Additionally, the annual Gift Tax exclusion remains at 

$13,000 per individual for 2012.  Meanwhile, the annual Gift Tax exclusion amount for gifts 

made to a spouse who is not a U.S. citizen has increased to $139,000 for 2012. 

Regarding Illinoisô exemption, Governor Pat Quinn signed Senate Bill 0397 into law on 

December 16, which increases the Illinois Estate Tax exemption to $3.5 million for decedents 

dying in 2012.  This is a significant increase to the stateôs exemption, which was only $2 million 

for decedents dying in 2011, and will allow greater flexibility in planning for the estates of 

Illinois residents. 
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Confusing, isnôt it? But you know what? Most people donôt pay an estate tax 

under the current law. According to the IRS, only the richest 2% of Americans 

pay any estate tax. If you happen to be one of those 2%, we can show you how to 

plan to reduce or avoid the estate tax. 
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In addition, there are other significant non-tax reasons people plan ahead: 

Å  Second Families 

Å  Medicaid Planning 

Å  Disabled Heirs 

Å  Control Issues Related to Children and Those They Marry 

(The son-in-law or daughter-in-law) 

These issues are very real and very important. 
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In addition to the $5,000,000 exclusion (and portability) that is given to 

everyone, a married person can pass all of his or her possessions to the surviving 

spouse, estate tax free. This is thanks to the unlimited marital deduction. As long 

as the property passes to the surviving spouse, there will be no federal estate tax. 

This is true whether you use joint tenancy or a simple will. However  if you or 

your spouse is not a U.S. citizen there may be a tax unless you undertake some 

additional planning. 

Even though thereôs no tax when the first spouse dies, many experts believe that 

the unlimited marital deduction lures married couples into a false sense of 

security. Why? Because it encourages them to put all their wealth in the 

surviving spouseôs estate. The IRS hopes that by the time the survivor dies, the 

remaining estate will be taxable.   
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Many people mistakenly think, ñIf my estate is less than $5 million, I do not 

have to plan at all.ò 

But that is a misconception. While itôs true there is no estate tax problem under 

current law (except for Illinois Estate Tax), you still must plan for disability, and 

probate at your death!  Remember, taxes and probate are two different issues 

and each must be addressed in your planning. And donôt forget about possible 

second marriages, Medicaid planning, protecting disabled children and 

controlling spendthrift children and in-laws.  

People plan primarily to protect their families. Tax issues are secondary. 
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Unfortunately, after surviving Bill for about eight years, Mary develops 

Alzheimerôs disease and has to be placed in a Nursing Home.  

Remember that statistic, people aged 65 or older face a 43% chance of entering 

a Nursing Home, and of those who do enter a Nursing Home, 21% will remain 

there for at least five years. Thatôs just a fact of modern life. So Mary is no 

longer able to handle her affairs.  
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Now we have another ñlivingò probate, the process where the family has to go in 

front of the court. 

The court will appoint the person who will handle Maryôs affairs. Bill and Mary 

have two children. A daughter, Susan, who is a CPA and a partner in a successful 

accounting firm. She is happily married to a banker. Her brother, John, has never 

quite lived up to his potential. He dropped out of college and is chronically 

unemployed. He is heavily in debt and has had several unsuccessful stays at a 

drug rehab center. Who do you think the court will appoint? Do you want to 

leave it up to a judge, or do you want to determine who will handle your financial 

affairs if you are unable to do so? 
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The fact of the matter is that Mary must go through a guardianship proceeding 

just as Bill did. As we discussed before, this can be publicly humiliating. It 

allows the court to take control of your affairs rather than someone you choose. 

It takes a lot of time and is very aggravating. It also involves a lot of expense. 

You see, joint tenancy or a will does nothing to avoid this living probate. 
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After a prolonged stay in the Nursing Home, Mary finally passes away ten years 

after Bill. Can Maryôs estate just be distributed to their family at this point? No, 

because Maryôs assetsðall of themðmust now go through the death probate 

process. 
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Your plan can be will based or trust based. A living trust is a complete will 

substitute. In many respects itôs very similar to a will. It is a legal document that 

sets forth who will manage your estate after your death and how it will be 

distributed. All of those things are identical to a will. So what is the big 

difference? 
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To understand a living trust, think of it as a box. It is a box we create for you. 

And in it, we transfer your assets. To make it simple, a living trust is just another 

way to hold title to assets you own. 
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Right now, Bill and Mary own their assets jointly. If I went around the room right 

now and asked each of you, ñhow do you hold title to the assets you own?ò Each 

of you would probably answer in one of two ways: You own assets in your own 

name or you own assets jointly with your spouse. 

Isnôt that true? 
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Instead of holding title to your assets in your name or jointly with your spouse, 

you will transfer ownership to the name of your own living trust. Remember, the 

trust is just another way to hold title to our assets.  

So when creating your trust, we have a two-step process. First, we create the 

trustðthe boxðand second, you must put each asset into the name of the trust. 

This second step is known as funding the trust. 
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So, what we need to do is take each asset Bill and Mary own and transfer it to 

their living trust.  

For example, letôs start with their residence. We prepare a deed which will 

transfer the property into the trust. Then we record the new deed with the County 

Recorder.  

I canôt emphasize enough how important this funding step is. The reason many 

trusts do not help people as much as they could is simply because the assets were 

never transferred into the trust.  Remember, at the beginning of this workshop I 

told you that most living trusts donôt work. Well, this is the reason they donôt 

work. The people forgot to transfer the title to their assets into the trust. The box 

was empty. 
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Now is a good time to take a closer look at the trust itself. There are three 

positions in a trust: the trustors, the trustees and the beneficiaries. The trustors are 

the people who owned the assets transferred into a living trust. The trustees are 

the people who manage the assets in a living trust: buying, selling, trading, 

exchanging the assets in the living trust. The beneficiaries are the people who 

have the right to spend the money in the living trust, and have the right to use the 

assets.  

By the way, if you have a choice between being the trustee and the beneficiary, 

you know which one you want to be. Thatôs right, you always want to be the 

beneficiary. 
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Now, letôs take a look at the living trust created by Bill and Mary and see who 

fills each position. Bill and Mary created the trust and transferred their assets, so 

Bill and Mary are the trustors. Now, who do you suppose will manage the assets 

of the trust? (Wait for audience response, which should be ñBill and Mary.ò) 

Next, during Bill and Maryôs lifetime, who do you think will spend all the money 

and use all the assets of the living trust? (The audience should respond, ñBill and 

Mary.ò) 

So, Bill and Mary are in each position. They act as trustors, trustees and 

beneficiaries. Who controls the trust? Thatôs right! Bill and Mary control all the 

trust assets and are in complete control of the trust.  
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In other words, after youôve set up your trust, everything is still business as 

usual. The only thing that has changed is title. You can still buy, sell and 

refinance assets, and open and close investment accounts. There are no new 

income tax forms to file. Your income taxes are filed just as you do now. Your 

property tax bill doesnôt change. 

And just in case you change your mind about anything or the laws change, you 

can even amend or change the trust, or completely revoke it if you like. 
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So you might ask at this point, ñWhy would we go to this extra step to create a 

living trust and transfer our asset titles into it if nothing has changed?ò 

Simple. Something very important has changed. That trust now holds title to your 

assets and sits there silently, invisibly, ready to act if something happens to you. 

We can describe what a living trust is in just two words. 

 It is a ñstandby device.ò If you become ill, disabled or die, the person of your 

choosing will be able to step in immediately and act without having to go 

through court first. Thatôs because your trustee looks to the instructions you put 

in your trust for guidance, not the courts. There does not have to be any court 

involvement.  
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But what happens if Bill has a stroke? Who will have control of the assets? Will 

Mary have to go to court and go through the living probate, the conservatorship 

or guardianship proceedings? 

Hereôs good news: with a living trust, there is no guardianship proceeding.  

When Bill has the stroke, thereôs no public humiliation of parading him into the 

probate court. The person he wants to manage his affairs is in control. In this 

case, itôs Mary. There are no time delays, because Mary is already the trustee and 

takes over immediately. There are no needless expenses, no court and attorney 

fees involved with the living probate and no accounting fees. In other words, 

with a living trust, Bill escapes living probate. And so he and Mary are spared all 

the costs associated with a guardianship.  
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Bill finally passes away. Will his estate go into probate? There is no probate at 

this point. ñDo you remember the purpose of probate?ò (The audience should 

answer, ñTo change title of assets.ò) (Add ) ñDoes Bill have any assets in his 

name?ò No, all the assets are in the living trust. We donôt need the probate courtôs 

help to change title because all assets are already titled in the name of your living 

trust. Thatôs the technical reason we avoid the entire probate process.  
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When there is no probate, weôre able to avoid all of the expense of probate. There 

will be no court fees, no publication or bond fees, no executor fees, no probate 

attorney fees.  

In addition, your assets are not tied up in a lengthy probate process.  

Also, thereôs no public record. Everything remains private. So now, your  

neighbor next door canôt go check out your probate files because you have a 

Living Trust. Steve Jobs knew this and created a Living Trust to preserve his 

privacy.  Because his Living Trust shielded his estateôs financial information, no 

one has any idea where or how his estate was distributed. The same thing is true 

with Frank Sinatra and Bing Crosby. A few days after Frankôs death his attorney 

was interviewed and he told the press that Mr. Sinatra had created a Living Trust 

several years before and that none of his estate information would be available to 

the public.  

 



42 

  

Now, after Bill has passed away, Mary gets Alzheimerôs disease and has to go to 

a Nursing Home. She canôt manage her own affairs any longer. 

Who will be in charge of the Survivorôs Trust and the Family Trust at this point? 

(People in the audience will have different responses. Let them respond.) Well, 

the person in charge will be whoever Bill and Mary have named in the living 

trust to be the successor trustee in the event Bill has passed away and Mary is 

disabled. In this case, Bill and Mary have named Susan to be in charge. Will 

Susan have to go to court to get the authority? No, all the instructions for her to 

act are already set forth in the trust. Therefore, we avoid possible public 

humiliation, loss of control, time delay, and there are none of the typical 

expenses of going through the living probate process. 
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Itôs fine to guardianships and probate, and even save on taxes, but Bill and Mary 

are frankly more concerned about protecting John from quickly wasting his 

inheritance on drugs and alcohol. We set the Living Trust up so that after Bill 

and Mary both died, Susan will get her share directly because she is mature and 

responsible. However, Johnôs share was retained in the Living Trust until he gets 

older and grows up. Meanwhile, Susan can manage Johnôs share as the Trustee 

and she can distribute whatever she thinks John should have to live on every 

year. When heôs a little older and more mature, he can have whatôs left. When 

Bill was asked when he thought John would grow up? After some thought. Bill 

finally said ñWhat about age 60?ò Then he added, ñYeah, I think John will grow 

up by then, hopefully!!ò 
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Now, letôs talk about another major area of concern. Creditors. What if John had 

creditor problems? What if he owed the IRS a lot money? If you leave him an 

inheritance, whatôs going to happen to that money? (Let audience respond) 

Thatôs right! The IRS and other creditors will just jump in and take it. So, in that 

situation, you could leave Johnôs share in the Living Trust. The trust could allow 

the Trustee to distribute money as John needs it to live on. That way, the Trustee 

could distribute the money out as John needs it, but the creditors wouldnôt be 

able to seize it all. 
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OK, letôs talk about another area we all know about but donôt like to talk about. 

What would happen if your son or daughter was in a bad marriage? Maybe no 

one here has this situation, but you may know someone who does. What if you 

die leaving your child an inheritance and they end up getting a divorce? Did you 

know that your childôs spouse may be able to get part of it. Again, if you are in 

that situation, you may want to leave the inheritance in the Living Trust and let 

your child act as a Trustee of that trust. Your child could withdraw funds from 

the trust as needed, but as long as funds remain in your Living Trust the divorce 

court wonôt have jurisdiction, and the divorcing spouse canôt get it.  
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Now, what if you have a disabled beneficiary who is receiving government 

benefits through SSI or Medicaid? If you leave them an inheritance, what is 

going to happen? Well, the plain truth is that all the government benefits will 

stop until the inheritance is used up. To protect yourself, you would want to 

leave it in a Special Needs Trust. This is a special trust that protects the assets 

and holds them aside for the beneficiaryôs special needs. Even though there are 

funds in the Special Needs Trust, your beneficiary will continue to receive those 

government benefits. This kind of trust must be specially drafted to protect assets 

for these vulnerable beneficiaries.  
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Many clients want to set up incentives within their Living Trust to encourage 

children to act in a certain way. There are a lot of different ways to give your 

beneficiaries incentives. We had one client who came in and wanted protection 

built into his Living Trust that would reward his son like John. He was afraid his 

John would immediately quit his job, become a bum and live off the trust 

income. We set up his estate plan so that in order for John to get any money out 

of the trust every year he has to bring his W-2 into the Trustee. The instructions 

in the Living Trust directed the Trustee to distribute to John an amount equal to 

his earnings on his W-2 each year. So, if John makes $10,000 on his job, the 

Trustee will write him a check for $10,000. If he makes $20,000, heôll get 

$20,000. If he makes nothing, heôll get nothing. That way, our client felt sure 

that John would not just quit his job and live off the trust. Now, the Living Trust 

does say when he gets to be a certain age he will get what is left.  
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While itôs important to have a good estate plan, it wonôt be of much value if all 

your assets are eaten up by medical expenses before you die. Anyone who has 

read a newspaper or watched the evening news over the last few years knows all 

too well that thereôs a health care crisis looming in our country. And the older we 

get, the more likely we are to experience this problem head on. Most of us think 

that the worst thing that can happen to us is death. Unfortunately, for much of 

our lives we are far more likely to become disabled than to die. And as we age, 

our odds of disability increase dramatically. 
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Advancements in medical science have proved a mixed blessing. Although these 

advancements are keeping us alive longer, weôre not necessarily living better. In 

fact, medical intervention can extend our lives 10 or 15 years, even though we 

may be in poor health. 

For many older Americans, poor health does not require expert medical care, but 

instead help with the most basic tasks of everyday life. As this chart shows, if 

youôre over 65 you stand a forty three percent chance of needing long-term care 

at least once before we die. 

Think of it: a forty three percent chance. If you had odds those good with the 

lottery, youôd buy a dozen tickets every week. And yet, most of us neglect to 

plan for a contingency that almost half of us in this room will probably 

encounter. Look to the person next to you. Chances are that person will need 

Long term care. Funny thing isðwho was your neighbor looking at? Thatôs 

right, you. This is not about someone else. You have as much chance as the 

person sitting next to you to need prolonged care in a Nursing Home. 
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And, if we are forced to spend our final years in a Nursing Home, how much 

will it cost? Well, if you call around to the Nursing Homes in our area, you will 

find that the cost, on average, is about $54,000 to $78,000.  And guess whatð

each year we can expect the costs to go even higher.  

You may be thinkingðWait a minuteðpeople have to pay $54,000 to $78,000 

PER YEAR for Nursing Home care! Thatôs a lot of money! Ordinary people 

canôt afford to pay that. 
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Well, youôre right. 

In fact, studies show that 34% of married couples with one spouse in a Nursing 

Home will be destitute within 13 weeks. Half will be impoverished in one year. 

Itôs even worse for those who are single. 70% of those living alone will be 

impoverished in just 13 weeks. 

Those are conservative numbers. According to the Congressional Subcommittee 

on Aging, 79% to 80% of Nursing Home residents deplete their assets within 

twelve months.  
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Just to show you how widespreadðand devastatingðthis problem is, consider 

that each year more than 500,000 elderly Americans become destitute, thanks to 

the burden of Nursing Home care. That means theyôve gone through their entire 

life savings until they literally have nothing left. 

Is it any wonder that Long term care costs represent the single largest out-of-

pocket expense for the elderly? Today 81 cents out of every dollar spent on 

health care for the elderly go for this type of care.  

So, as we go on with our discussion letôs be very clear about what truly is the 

greatest financial threat of our later years: itôs Long term custodial care. 
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While our discussion will focus on the dollars and cents of Long term health 

care, itôs important to remember the human side of this issue. It puts the problem 

in the proper perspective.  

However, the real tragedy is the way our country rations health care support. If 

youôre ñluckyò enough to come down with a disease like heart disease, or 

cancer, or a brain tumor, the government will pay for most of your medical bills 

through programs like Medicare. You pay a small deductible and your family 

gets to keep all of its wealth. If, on the other hand, youôre unlucky enough to 

have a paralyzing stroke, or Alzheimerôs disease, or Parkinsonôs disease, or any 

condition that prevents you from looking after yourself for a prolonged period of 

time, youôre out of luck. There are no comfortable middle class programs like 

Medicare to help.  
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As you may have already figured out, if we do not plan: 

ÅBEFORE we become disabled, BEFORE we need long term care, and 

BEFORE we go into a Nursing Home. It may be too late to plan 

effectively later. 

These days, failing to plan ahead is risky to say the least. Who here today would 

think about withdrawing your life savings, taking a trip to Las Vegas, and 

gambling it all to win a jackpot that would give you enough money to provide 

for any of the problems which may be thrown your way? Very few of us, right? 

Well, failing to plan ahead is actually a greater gamble.  
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Remember our friends, Bill and Mary? Bill suffered a stroke so he canôt take 

care of himself any longer. Is Mary going to be able to care of Bill? Well, she 

has other responsibilities, and Bill needs to have someone available to help him 

at all times. 

This means that the family must face the difficult decision of whether Bill 

should go to a Nursing Home. 

After discussing their options (they really donôt have any other options), the 

family decides that Bill will go into a long term care facility. 
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Remember, the cost of the Nursing Home care is $_________ to $_________ 

per year in our area. Who is going to pay for Billôs care? 

Most of the people think that there are many options available for paying for 

Nursing Home care. Letôs look closely at just what they willðand will notðdo 

for Bill.  

First, of course, thereôs Medicare.  

If Bill was a vet, thereôs the Veteransô Administration.  

Bill has Blue-Cross/Blue-Shield health care insurance, maybe that will pay.  

Of course, they can always pay out of the familyôs income, or if thatôs not 

enough, they can liquidate assets. 

And, what about Medicaid, the federal and state welfare program. Will they 

pay? 

Finally, if they were wise enough to plan ahead, a Long Term Care insurance 

policy will cover these expenses. 

Letôs look at each of these options. 
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Some people are shocked to realize that Medicare does not cover long term care 

or Nursing Home costs. It offers little help, paying only for 20 days in a skilled 

nursing facility and only for part of the cost for the next 80 days. But even these 

payments require a hospital stay of 3 days or more. Without a hospital stay, 

Medicare pays nothing for simple, long term custodial care. 

A VA pension is available for Veterans over that age of 65.  Availability of the 

pension is based on asset and income tests.  If you are interested in this area of 

law please call us.  We are a VA Approved Attorney. 

Private health insurance and HMOs do not cover long term care expenses either.  

I hope we havenôt depressed you too much, but the shocking truth is that the 

assumptions of most Americans about Long term health care financing are 

wrong.  

Well, if these payment options will not work, what WILL PAY FOR THE COST 

OF LONG TERM CARE? 
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Bill really has only four options. 

First, of course, he can pay for Long term health care out of his own pocket. 

Based on national averages, Bill will need an annual income of at least 

$_________ to $________ just to pay his annual Long term care bill. And thatôs 

simply not realistic for most people. 

Or Bill can use the familyôs assets to pay for his care. But as we saw earlier, if 

Billôs stay in a Nursing Home for several years, he could very well be bankrupt. 

So, even if Bill liquidates his life savings and accumulated assets, it still may not 

be enough. 

Medicaid pre-planning or crisis planning is also an alternative.  Visit our Blog 

for an update on new Illinois rules effective January 1, 2012. 

Finally, you might consider purchase of a special Long Term Care insurance 

policy.  
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Once we understand what is available to Bill to pay for his long term care, we 

realize that Bill would rather NOT spend all of his money on long term care and 

possibly end up destitute. Letôs look at Billôs chances of qualifying for Medicaid, 

the governmentôs welfare program for long term care. Is Bill eligible for 

Medicaid? Letôs take a look. 
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The bad news for Bill is that he does not qualify for Medicaid. The only point he 

meets is that he is over 65 and disabled. In order to be eligible, a person must 

meet three requirements: 

ÅFirst, the person must be 65, blind or disabledðBill meets this 

requirement; 

ÅSecond, the person must have minimum incomeðbecause of the interest 

off of his accounts, Bill doesnôt meet this requirement; and 

ÅFinally, the person must have minimum assetsðtypically no more than 

$2,000 in assets in the Medicaid applicantôs name. Bill has a lot more 

than $2,000 so he does not qualify for Medicaid. 

However, statistics show that many people who start out with assets as they 

enter a Nursing Home soon become destitute and then qualify for Medicaid 

coverage. Not a rosy picture.  
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If you have an immediate need for Medicaid and youôre afraid that all of your 

assets will be depleted, we can help. The details are beyond the scope of this 

workshop, but if you indicate on your Evaluation that youôd like information on 

protecting assets before you apply for Medicaid we will schedule an appointment 

for you. 

However, if you do have time to plan, what about Long Term Care insurance? Is 

this something you should investigate? 
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Why is insurance a necessary part of our daily lives? It boils down to one word, 

risk. Weôve identified certain areas in our lives where we have risk, and to 

reduce that risk we purchase insurance. Itôs every where. We see the risk that our 

house may burn down, so we get fire insurance. We see the risk that we may get 

into an accident driving our car, so we get auto insurance. We see the risk in 

getting ill, so we get health insurance. No sane person would buy a house 

without fire insurance or drive a car without liability coverage. Yet the risk you 

assume in those areas are not that great. What are the odds your house is going to 

burn down? What are the odds youôre going to get in an auto accident?  

But when we look at long term care, statistics tells us that 43% of those over 65 

will enter a Nursing Home and about 50% will be destitute within a year. Now, 

those are some real odds. Itôs not the loss of a home or the liability for injuries, 

itôs the loss of every asset you have. Pretty big risk, donôt you think? 
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Of course, whether you actually purchase Long Term Care insurance is a 

business decision that only you can make. What we want to do in this workshop 

is make you aware of the risk and explain costs and benefits of new policies on 

the market. We want to make it easy for you to get a quote on a policy that will 

protect you and your family. At least that way, you can make a decision based on 

the real facts. Because weôve seen the life savings of so many families wiped out 

because of these expenses, we want you to have the benefit of their experiences. 
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Most long term care policies will pay benefits either when the patient canôt 

perform a certain number of ñactivities of daily livingò (ADL) like bathing, 

dressing or eating, or when care is medically prescribed by the patientôs 

physician. Todayôs policies cover skilled, intermediate, and custodial care in 

state-licensed Nursing Homes. They generally cover home care services such as 

skilled or non-skilled nursing care, physical therapy, homemakers, and certified 

home health aides. Many policies also cover assisted living, adult day care, and 

other care in the community, physician directed alternate care and respite care 

for the caregiver. Coverage may also include medically necessary home 

modifications, like wheelchair ramps, etc. Coverage is generally not available 

for preexisting conditions until a certain time period elapses. Some mental and 

nervous disorders are often not covered, along with alcoholism or drug abuse, 

acts of war and self-inflicted injuries. 
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One of the most important factors in choosing this type of coverage is the 

strength of the insurance company. Donôt be afraid to ask tough questions. Find 

out how long the company has been in business. Look into its financial strength 

and it success in managing its portfolio of investments. Most importantly, how 

does it rank with the independent rating companies like A.M. Best, Moodyôs, 

Standard and Poors, and Comdex. Triple A is the best rating. I wouldnôt 

recommend a company with anything lower than an A rating. 
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Other than the coverage mandated by the government, policy benefits vary 

widely. Itôs important that you carefully analyze the terms of each policy. There 

are many provisions you should consider before committing to this kind of 

insurance. Letôs review a few of the most important attributes that every good 

long term health care policy should have.  

First, look at the size of the average daily benefit that will be paid for Nursing 

Home costs. Is it sufficient to pay the daily charges of local Nursing Homes? 

Nursing Home costs vary. Locally, the average cost of a Nursing Home is 

$______ per day. If your policy only pays a portion of the cost, youôre going to 

have to make up the difference out of your own pocket. 

Next, you should look at the date the policy starts paying benefits. Does it start 

paying the minute you enter the Nursing Home? Or is there a substantial period 

when you will have to pay the costs yourself? Obviously, the longer the waiting 

period before benefits start, the cheaper the premiums will be. The sooner 

benefits start, the more expensive the policy. You get to choose a plan that fits 

your finances and risk tolerance. 
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Because most of these new policies donôt cover pre-existing conditions, we 

suggest that you get coverage when youôre healthy. Unfortunately, that goes 

against the grain of human nature. When our health is good, we feel invincible. 

Just remember the odds. Your chances of becoming seriously sick or injured rise 

exponentially as you age. So, donôt wait until you need it to consider this kind of 

coverage. By then, it may be too late. To help you decide if this kind of coverage 

makes sense for you, the National Association of Insurance Commissioners has 

published a Shopperôs Guide to Long Term Care Insurance. 

 

It can be downloaded in a pdf format. 
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How much youôll actually pay for this coverage depends on many variables, 

such as your present age, health and selected benefits. Although these figures 

arenôt precise quotes for long term health care coverage, weôve presented an 

estimate of premiums offered by companies with solid coverage. 

By the way, these are annual premiums, not monthly!  


