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Income Only Trusts
Reducing Income Contributions to Medicaid

New Yorkers with income
over Medicaid’s poverty level of
$659.00 per month can now
create “income only” trusts.
The New York City Medicaid
Program which is administered
by New York City’s Human
Resources Administration
approved these special trusts
allowing Medicaid recipients to
“pay” their “excess” income, to
an approved trust managed by
a not-for-profit organization.

Who can benefit from funding

an “Income Only” trust?

1. Individuals 65 years of age
and under who are receiving
Medicaid benefits either at
home or in a nursing home.

2. Individuals of any age who
are only seeking “community-
based Medicaid services”
including in-home care.

How does the “pooled trust”
work?

The Medicaid recipient must
select a “pooled trust fund” to
receive their excess income.
Generally, non-for-profits oper-

ate such funds. The Medicaid
recipient will initially deposit
two (2) month’s worth of
surplus income; one month as a
deposit, one as a working fund.
The “pooled trust fund” pays
the beneficiary's expenses such
as food, rent and other living
expenses. The fund pays the
bills to the third parties directly.

‘What happens to the money
remaining in the “pooled trust”
at death?

All unspent “pooled trust”
funds which remain in the trust
to benefit other disabled indi-
viduals or to be paid back to
Medicaid. The income received
is subsequently paid out for
expenses each month, there-
fore, only a modest amount is
retained in the “pooled trust”.

What are the costs to set up and
manage the “pooled trust”?
Generally, there is a modest
initiation fee to participate in
an established “pooled trust”.
There is also a nominal
monthly service fee to cover the

Longer Life Requires a New
Understanding of Government Benefits

Life Expectancy extends to 90+
Significant advances in
medical science allow most
Americans approaching their
retirement years to live well into
their 80’s & 90’s. This
welcomed increase in life
expectancy however, can pres-
ent challenges surrounding
health care and finances to
individuals and families, and
society overall. Over the past
twenty years, Freedman Fish &

Grimaldi LLP has developed a
breadth of knowledge in these
areas, providing sound and
practical advice on legal and
financial planning for these crit-
ical later years. The scope of
this legal counsel includes direc-
tion on asset protection and
accessing government benefits
under Medicare and Medicaid.
The exorbitant cost of care at
home or in a nursing home
continues to escalate and can
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administrative costs of operat-
ing the trust and paying the
monthly bills.
How do I apply to join or
create an “income only” trust?
The Medicaid recipient must
sign an agreement to join the
notfor profit trust. If the bene-
ficiary wishes to set up their
own “income only” trust, they
will absorb the legal fees to
draft such a trust. If the individ-
ual wishes to set up an “income
only” Trust, it must be estab-
lished by the parent, guardian
or approved by a court.

Important Considerations

The income savings resulting
from funding a pooled trust is
limited to New York State
Medicaid benefits. Federal
programs such as Social
Security, SSI, Veterans &
Worker’s Compensation have
not accepted the “pooled trust
as an option for sheltering
monthly income. W

”»

often outstrip most individual’s
insurance coverage. This leaves
hard-earned family savings and
property at risk. In this situa-
tion, more and more older and
disabled persons in need of
long term care, consider
Medicaid to fund their care
costs. Medicaid is operated
jointly by the federal and state
governments and has a myriad
of complex and frequently
changing rules. Elder law

cont’d on page 2
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This newsletter is intended to provide general
information about Freedman Fish & Grimaldi
LLP and its’ areas of practice in elder law
which may be of interest to our current and
potential clientele. Our firm practices in
New York, therefore none of the information
contained herein should be deemed to apply
in other states. The newsletter content is not
intended to give legal advice to anyone on
any subject. Legal advice may only be
rendered by atlending a complete consulta-
tion with one of our elder law attorneys.
Information obtained through the newsletter
does not create an attorney-client relationship

and the reader should not rely on same.

H 11 We are pleased to announce that our firm name is now

e O FREEDMAN FISH & GRIMALDI LLP in recognition of
Judith Grimaldi’s sustained and ongoing contribution to the firm. Many of you
have met and worked with Judie, and so it will come as no surprise to learn that
she has been added to the partnership name. Her knowledge and skills in the
critical issues confronting our elders along with all of the firm’s partners and
staff will continue to benefit our clients and the communities we serve. Our firm
continues to provide essential legal strategies to protect the rights of the elderly
and the disabled. Estate planning, trusts and long term care issues are complex
and the decision process can seem overwhelming at best. This is where we can
best meet your legal needs, and this issue of our newsletter is just one way to

accomplish this goal.

This issue of Current Issues in Elder Law focuses on the importance of protecting
you and your family’s hard earned assets as advancing age and health concerns
need attention. Included in this issue are discussions on: asset transfer to satisfy
Medicaid eligibility requirements, establishing an "income only trust" to reduce
income contributions to Medicaid, and strategies for protecting retirement funds.
It is our hope that these articles will prompt you to consider your personal
circumstances and schedule time to meet with us to discuss the options appli-
cable to you. Meeting with your elder law attorney about legal options prior
to a health care crisis can best serve your needs and legally protect your assets
for you and your family. When working with our clients and their families on
these crucial issues we strive to offer our expertise in a kind, caring, and
compassionate manner. Our philosophy is "In legal matters, people matter."

Sincerely,

The Partners of Freedman Fish & Grimaldi LLP

Elder Law Attorneys
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attorneys at Freedman Fish &
Grimaldi LLP are knowledge-
able about Medicaid’s nuances
and offer invaluable advice to
our clients for preserving the
family’s assets while ensuring
eligibility for benefits.
Freedman Fish & Grimaldi LLP
recommends putting an asset
protection plan in place now,
before a health care crisis
occurs. Government benefits
such as Medicaid can be a vital
part of the plan.
Medicaid Eligibility

Medicaid is the primary
source of catastrophic and long-
term care coverage for the
poor, disabled and elderly in
our country. Eligibility for this
program is limited to individu-
als with low income and mini-
mal assets. In 2004, the O

Retirement Funds May Exceed Investments and Savings

Implement Protection Plans

Retirement funds represent a
valuable asset and thus are an
important segment of a retired
person’s income picture.
Freedman Fish & Grimaldi LLP
are uniquely qualified to assist
you and your family in maximiz-
ing your retirement benefits.

Income tax issues

Retirement accounts such as
IRAs, 401Ks and 403Bs are tax-
deferred savings and are an
important source of income.
Funds deposited into retirement
accounts are not subject to
income tax and thus grow
income tax free. Taxes are paid at
the time of distribution. It is
generally best to defer income
distributions as long as possible.
Distributions can begin at age
5915 without penalty, however,
income tax will be due. If you are
younger than 595, and want to
take a distribution, you may do so
without penalty in special circum-
stances, such as to pay medical
expenses. This may be done only
if certain requirements are met.
As such, properly timed distribu-
tion can result in maximizing
these assets and minimizing
the tax.

Minimum distributions from
retirement accounts are not
required until April 15th of the
year after a person turns 70%/%.
Generally, it is advisable to take
only minimum distributions.
However, in a year when substan-

tial medical deductions will be
taken, it may be advisable to take
a larger distribution, as the
deduction can offset the tax.
Consult with a financial planner
or with the attorneys at Freedman
Fish & Grimaldi before taking
this step. We can offer sound
counsel before you take large
retirement fund distributions.

Designating a Beneficiary
Retirement funds provide for
naming a beneficiary upon death.

It is imperative that you regularly
review the designation of benefici-
ary on each account and confirm
that each financial institution has
the correct designation of benefici-
ary form on file. Each account
should designate both a primary
and a contingent beneficiary. It is
almost never advisable to desig-
nate the Estate as the beneficiary.
This results in an accelerated
income tax at death on the full
amount in the retirement account.
Most married couples are
advised to designate their spouse
as primary beneficiary, as the
spouse has the unique ability to
roll over the IRA into his or her
own IRA, and also to designate
new beneficiaries. This gives the
survivor (spouse) a second
chance to postpone the income
tax payment during the survivor’s
lifetime. Only a spouse can roll
an account over into his or her
own IRA. In certain circum-
stances, a Trust can be a benefici-

ary of an IRA, but special draft-
ing is required.
Medicaid Planning

Medicaid applies special rules
to retirement accounts. The
principal held in a retirement
account can be exempt when the
Medicaid recipient receives a
regular income distribution. Our
firm can help to protect these
valuable retirement accounts by
coordinating retirement and
Medicaid planning.

If the spouse is a retirement
account beneficiary and also on
Medicaid, Freedman Fish &
Grimaldi can determine an opti-
mum alternate plan. Designating
the children as the beneficiaries
of the retirement accounts may
be a better option. If the desig-
nated child is disabled, a Special
Needs Trust, for this beneficiary,
should be established. Again, our
firm has substantial expertise in
the establishment of Special
Needs Trusts and can balance
the benefits and cost of each
option.

Estate Planning

In summary, IRAs have
become a great source of family
wealth and provide income
stability during the later years.
Decades of deferred income tax
savings allowed retirees to build
a savings nest egg. We welcome
the opportunity to partner with
you to make the most of your
retirement savings. W






