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A. Medicaid Covered Groups 
 

1. To be eligible for Medicaid, an applicant must meet one of the covered groups.  
Medicaid covered groups are divided into two classifications: categorically eligible 
and the medically needy.  The covered groups are further divided into Aged, Blind 
and Disabled and Families & Children. 

 
2. Categorically Needy – An SSI recipient is ‘categorically’ eligible for all Medicaid 

services but must complete a Medicaid application anyway. 
 

3. Medically Needy – are generally applicants who are aged, blind or disabled but have 
income in excess of Medicaid limits.  Almost all applicants for nursing home 
coverage are medically needy.  These are individuals who have income from pensions 
and social security but their recurrent monthly income is not enough to pay for 
nursing home care.  A middle class applicant who has exhausted resources can apply 
for long-term care coverage as a medically needy applicant. 

 
B. Aged, Blind or Disabled Requirement 
 

1. Aged – is defined by federal law as 65 years of age or older. 
 
2. Blind – is defined by the Social Security Administration and certified by the Virginia 

Department for the Blind and Vision Impaired. 
 

3. Disabled – is defined by the Social Security Administration as the inability to do any 
substantial gainful activity because of a severe, medically determinable physical or 
mental impairment which has lasted or is expected to last for a continuous period of 
not less than 12 months or which is expected to result in death. 

 
C. Non-Financial Requirements 

 
1. Citizenship – In 1996 Congress passed the Personal Responsibility and Work 

Opportunity Reconciliation Act which made major changes to Medicaid eligibility for 
noncitizens of the United States.  With certain exceptions, citizenship became a 
requirement for Medicaid coverage.  The Medicaid exception for benefits for which 
an alien is eligible are based upon whether or not the alien is a “qualified” alien as 
well as the alien’s date of entry into the United States.1 
 
a. Proof of Citizenship & Identity – proof of citizenship and identity is required, but 

Medicaid checks identity with SSA records. 
 

                                                
1 Va. Medicaid Manual §MO220.310 for a definition of qualified alien. 



2. Residency – An applicant for Medicaid must be a resident of that state although 
applicants are not required to have a fixed address. 
 

D. Nursing Home and Pre-admission Screening Requirement 
 
1. Pre-admission Screening – A person who is otherwise financially eligible for 

Medicaid long-term care coverage must also meet the requirement for nursing 
supervision and assistance with activities of daily living. 
 
a. Uniform Assessment Instrument – is a standardized survey based on functional, 

medical and nursing needs to determine whether the applicant meets the level of 
care required for Medicare coverage for long-term care.  
 

b. Each jurisdiction has a pre-screening team that visits an applicant in the 
community to determine the level of care.  If the person is already in a nursing 
home or hospital the facility makes the level of care determination.  A person 
applying for community based care must request a pre-screening to determine 
whether they meet the nursing home level of care requirement. 
 

E. Is Planning Right for a particular individual? 
 
1. Hospital Care – Medicaid is typically sought as the only available payment source for 

long term care.  However, Medicaid is also the only available health insurance 
payment source for chronically ill hospital patients when they exhaust their major 
medical insurance benefits.   
 

a. This unenviable situation occurs when a hospital patient has an excessive 
acute care hospital stay, or a series of acute care hospital stays, during the 
same illness spell.  It is not widely known that Medicare’s major medical, in-
patient hospital benefit, has a limited number of days per illness spell.   
 

b. When a hospital patient exceeds that number of days, Medicare stops 
providing in-patient, hospital health insurance coverage.  Additionally, if this 
occurs, the patient’s Medicare supplement, if any, also stops providing in-
patient, health insurance coverage.  (See Medicare Desk Reference at 
Appendix 5a). 

 
2. Long Term Care – More often than not, Medicaid Planning is directed to long-term 

care coverage because of the lack of such coverage under insurance policies and very 
limited coverage under Medicare. 

 
3. Problems of Coverage Under Medicaid. 

 
a. Because of the nursing need requirement under Medicaid an individual must still 

plan for long-term care costs when one needs assistance but is not yet sick enough 
to require nursing facility care.  Medicaid does not provide coverage for assisted 



living care except for limited circumstances in Virginia under the auxiliary grant 
program. 

 
b. Some nursing facilities do not accept Medicaid.  Almost all Community Care 

Retirement Communities (CCRC) which often have the best facilities only take 
Medicaid for individuals who have been admitted previously under the CCRC 
contract. 

 
c. Medicaid beds may be limited at the time an individual requires coverage.  A 

person’s choice of facility may be restricted and find themselves in a facility 
inconvenient for family and friends. 

 
d. With Medicaid coverage one may be sharing a room with two or four persons.  

 
4. Federal Protection Against Medicaid Discrimination.  Although facilities prefer 

private pay as opposed to Medicaid covered patients, most facilities find it financially 
necessary to accept both private pay and Medicaid patients.  Federal law protects 
Medicaid applicants and recipients by prohibiting nursing homes from:2 

 
a. Requiring residents to waive Medicaid coverage benefits or to forego applying for 

Medicaid; 
 

b. Prohibiting the solicitation of additional sums from Medicaid recipients; 
 

c. Requirement of pre-paying privately before accepting Medicaid coverage; 
 

d. Requiring a third-party guarantor as a condition of admission or continued stay in 
the nursing facility. 

 
5. Many facilities require a financial statement from prospective residents, which 

effectively allows a facility to calculate the length of time a prospective resident will 
remain on private pay.  If the time is too short, the facility simply denies the resident 
admission.  Facilities have been successfully forced to accept Medicaid coverage 
even when they argued that there was not an available certified nursing home bed.   
The advocate argued that change of payment from private to Medicaid payment was 
discriminatory under federal and Virginia law and that the facility would have to 
certify an additional bed once the resident became eligible for coverage. 

 
 

F. Other Sources of Payment for Long-Term Care 
 
1. Long-Term Care Insurance – Fifteen years ago long-term care insurance was 

expected to save state Medicaid budgets.  It was hoped that individuals and families 
would take advantage of such policies and lessen the burden on Medicaid Virginia 

                                                
2 42 U.S.C 1396r(c)(5) “Admission Policy” See also VA Code §32,1-138.2	“Certain	contract	provisions	prohibited”	



encouraged the use of long-term care insurance under the Long-Term Care Insurance 
Partnership program.3 
 
a. With a qualified long-term care insurance’ policy a Medicaid applicant could 

retain as an exempt resource a dollar for dollar amount paid by the policy for 
nursing home care. 
 

b. Many insurance companies that had previously offered coverage dropped out of 
the long-term care business.  Policies that remain have more restrictive 
underwriting, limited periods of coverage and greater costs.  The business did not 
prove as lucrative as had been hoped. 

 
 

2. Medicare Payment of Skilled Care Costs – Medicare can pay up to 100 days of 
coverage during any ‘benefit period’ in a participating skilled nursing facility.  
Requirements for coverage include: 
 
a. The patient must have been admitted to the hospital for medically necessary 

inpatient hospital care for at least three consecutive calendar days. 
 

b. A physician must certify that the beneficiary needs skilled nursing home care. 
 

c. Medicare provides full coverage from days 1 through 20.  For days 21 – 100 a 
patient co-pay is required.  The 2016 patient daily co-pay is $161.00. 

 
d. The beneficiary requires skilled nursing or skilled rehabilitation services, or both, 

on a daily basis.  Skilled nursing and skilled rehabilitation services are those 
which require the skills of technical or professional personnel such as nurses, 
physical therapists, and occupational therapists. 

 
e. The skilled nursing facility is a Medicare certified facility.  

 

EXCLUDED vs. COUNTABLE ASSETS 

 

Medicaid is a joint federal and state entitlement program that helps low-income families pay for 

the costs associated with medical care. Medicaid covers a large number of services, including 

preventive care, acute care (hospitalization), long-term care, and hospice care. According to the 

Journal of the American Medical Association, Medicaid is the primary single payer of long-term 

                                                
3 Va. Code § 32.1-325(A)(24) & 12 VAC 30-4—290(G). 



care, which is the focus of this article.4 For an individual to qualify for long-term care Medicaid 

benefits, he or she must meet strict general requirements and financial standards, both in terms of 

income and resources.   

A. GENERAL PRINCIPLES   

As a welfare program designed to help those with insufficient assets and income, Medicaid resorts 

to strict financial eligibility resource criteria.  To be eligible for Medicaid long-term care 

assistance, an applicant must have countable resources of less than $2,000.00 (2016).5   

1. Eligibility dates 

Resource eligibility is made for each calendar month, starting with the third month prior to the 

month in which the application is received.  Eligibility dates differ for married and unmarried 

applicants.   

For unmarried applicants, resource determination is valid for the full month if countable 

resources were at or below the applicable limit at any point during the month.6  

For married applicants, resource eligibility exists when the total of all countable resources (from 

the institutionalized and community spouse) does not exceed the maximum allowed on the first 

moment of the first day of the month of institutionalization.7  

2. Defining countable assets 

Not every asset an applicant owns is a resource for Medicaid purpose and not every resource 

counts against the applicable limit.  

A resource is cash or property (real or tangible) that an applicant (1) owns, (2) has the right, 

authority, or power to convert to cash (if not already cash), and (3) is not legally restricted from 

                                                
4  Kaiser Family Foundation, “A Short Look at Long-Term Care for Seniors,” JAMA, Vol. 310, No. 8, 28 August 

2013.  
5  Virginia Medicaid Manual, § M1110.003 B2 
6  Virginia Medicaid Manual, § M1110.001 B1 
7 Virginia Medicaid Manual, § M1480.230 B 



using for his/her support and maintenance.8 Any property that does not meet these criteria is 

NOT a resource for Medicaid purpose, although it is still an applicant’s asset.   

The value of an asset that meets the above criteria is irrelevant to the resource determination. 

Indeed, a property that meets the above criteria but has no current market value remains a 

resource for Medicaid purposes. If or when the property develops a market value, then there is a 

corresponding increase in the applicant’s resource. 

In addition, federal statutes require the exclusion of certain types and certain amounts of 

resources. As a general rule, the value of any asset that meets the definition of a resource counts 

against the applicable limit to the extent that the federal statutes do not specifically provide for 

its exclusion.   

3. The case of Comingled funds 

Excludable funds must be identifiable in order to be excluded.  For Medicaid purpose, 

“identifiable” does not mean that excluded funds are kept physically apart from other funds, as in 

a separate bank account. Moreover, Medicaid’s operating assumption is that when withdrawals are 

made from an account with comingled funds, non-excludable funds are withdrawn first, “leaving 

as much of the excluded funds in the account as possible.”9 

 4. Resource valuation 

For Medicaid purposes, the valuation of resources is based on the Current Market Value (CMV) 

or Fair Market Value (FMV).  

*   For real property, the CMV is 100% of the local tax assessed value,  

*  For countable vehicles, it is the average trade-in-value listed in the National Automobile 

Dealers Official (NADA) Used Car guide or the value assessed by the locality for tax 

purposes.  

                                                
8  Virginia Medicaid Manual, § S1110.100 
9  Virginia Medicaid Manual, §S1130-700 



If there are debts against a resource, then the Equity Value (EV) is used.10 The EV is defined as 

the resource’s CMV minus any encumbrance on it.  Any claim of debt against a resource needs to 

be thoroughly documented. An applicant who alleges a debt against a resource must provide a 

signed description of the debt. Medicaid is required by law to verify the outstanding principal 

balance of any month for which the determination is made and obtain a copy of the agreement or 

note that establishes the debt.11 

 5. Uncompensated asset transfer  

Any transfer of assets made for less than fair market value (known as uncompensated asset 

transfer) in an effort to become or remain eligible for Medicaid may affect an applicant’s Medicaid 

eligibility. Transfer rules are designed to prevent applicants from shielding their own assets by 

transferring them to third parties for less than fair market value, to qualify for public benefits.  

The disqualification rule is limited to Medicaid long-term care services (whether in a nursing home 

or community-based). An applicant, who meets all other criteria but fails the asset transfer test, 

will still be eligible for all non-LTC-related services.12 

The disqualification is limited in time. The transfer of assets for less than FMV to third parties or 

trusts will affect eligibility to Medicaid LTC benefits for a specific period of time called the 

“penalty period.” The penalty period is currently 60 months from the date of transfer of assets.13 

B. COUNTABLE RESOURCES 

The operating principle is that the value of any asset that meets the definition of a resource counts 

against the applicable resource limit to the extent that the instructions do not provide for its 

exclusion.14   

1. Home and real estate property 

 

                                                
10  Virginia Medicaid Manual, §M1110.400 
11  Virginia Medicaid Manual, § M1110.402 B 
12  Virginia Medicaid Manual, §M1450.001 A 
13  Virginia Medicaid Manual, §M1450.003 
14  Virginia Medicaid Manual, §S1110.200  


