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Planning for long-term care is one of the most important steps Pennsylvania families can take to protect their
assets and financial security. With nursing home costs in many parts of the state often exceeding $10,000 to
$15,000 per month, a single mistake in Medicaid planning can lead to massive, unnecessary out-of-pocket
expenses.

Medicaid, called Medical Assistance (MA) in Pennsylvania, is the primary government program that pays for
long-term nursing home care. Qualifying for Medicaid can help families preserve assets for future generations.
But the rules are strict, and even small errors can create delays, financial penalties, or complete denials of
coverage. Below are the most common Medicaid planning mistakes Pennsylvania families make, and how to
avoid them.

Mistake #1: Waiting Too Long to Start Medicaid Planning

Procrastination is one of the costliest mistakes families make. When individuals wait until they are already ill or
entering a nursing home, their options become more limited. Late planning can trigger forced “spend-downs”
and expose more assets to Medicaid scrutiny within the five-year look-back period.

How to Avoid It:

Start planning while you are still healthy. Early planning preserves more tools, such as trusts, gifting
strategies, and asset restructuring, which may no longer be available later.

*Please note that even if your loved one is already in a nursing home, there are still tools available to preserve
some assets. Speaking to an experienced elder law attorney can help determine your options for your specific
financial situation.

Mistake #2: Making Asset Transfers Without Understanding the 5-
Year Lookback Rule

The Department of Human Services (DHS), which is the agency that administers Medicaid in Pennsylvania,

examines all financial transactions from the past 60 months (5 years) to identify any transfers made for less

than fair market value. Improper transfers (even unintentional gifts) can trigger transfer penalties: a period of
ineligibility for Medicaid benefits.

These penalties can be severe. For example, gifting $100,000 within the look-back period can cause a roughly
10-month ineligibility period, during which the applicant must pay for care privately.

How to Avoid It:
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Do not transfer or gift assets without the guidance of an elder law attorney who understands the
consequences under Pennsylvania’s Medicaid rules.

See also: Using Estate Planning Tools to Become Medicaid Eligible

Mistake #3: Attempting DIY Medicaid Planning Without Legal
Guidance

Pennsylvania’s Medicaid regulations are deeply complex, and even well-intentioned DIY planning can trigger
penalties or lead to denial of benefits. Common missteps include poorly documented caregiver agreements,
incorrect spend-down strategies, using annuities that are not Medicaid compliant, and improperly structured
asset transfers.

How to Avoid It:

Engage a qualified elder law attorney early. Legal guidance helps families avoid errors and often preserves
significantly more assets in the long run.

Mistake #4: Misusing or Failing to Use Medicaid Trusts Properly

Trusts are extremely powerful Medicaid planning tools, but only when used correctly. Families often create or
fund trusts too late or use the wrong type of trust, resulting in unintended look-back penalties or loss of
eligibility.

How to Avoid It:

Ask an experienced elder law attorney whether an irrevocable trust, Medicaid Asset Protection Trust, or
caregiver agreement is appropriate for your situation.

Knox Law’s Elder Law group has experience with and utilizes a variety of trusts that can achieve our clients’
asset protection and elder law goals. One commonly used trust is an irrevocable trust. Because irrevocable
trusts cannot be altered after creation, assets placed in them are generally excluded from Medicaid’s resource
calculations (as long as the trust is drafted correctly and complies with Pennsylvania’s Medicaid rules).

We also have experience with Special Needs Trusts, which are a type of trust designed to provide for the
needs of an individual with special needs and which can help those individuals stay eligible for public
assistance.

Using trusts for long-term care planning, asset transfers, and/or special needs has many advantages beyond
protection of your assets, including flexibility, centralized decision-making, and tax benefits. Our team can
educate you and your family about your options and the many reasons to use trusts.

Mistake #5: Overlooking Spousal Protections and Community
Spouse Rights
In Pennsylvania, the “community spouse” (the healthy spouse still living at home) is permitted to retain

significant income and assets. But improper planning or lack of documentation can result in the healthy
spouse losing resources they are legally entitled to keep.

How to Avoid It;

Use Pennsylvania’s community spouse rules strategically. Proper planning can preserve a substantial portion
of marital assets for the spouse who remains at home.

Mistake #6: Poor Documentation of Income and Assets
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A common and often overlooked mistake in Medicaid applications is failing to provide complete, accurate, and
well?organized documentation of income, assets, and financial transactions. Pennsylvania’s Department of
Human Services (DHS) requires extensive verification when evaluating Medicaid eligibility, including bank
statements, retirement account information, property records, insurance policies, and proof of income. Missing
documents, inconsistent statements, or unexplained withdrawals can cause long delays or even a denial of
benefits.

Even ordinary financial activity can raise questions if not properly documented. For example, ATM
withdrawals, checks written to family members, cash gifts, or routine transfers between accounts may be
viewed as potential gifts or improperly transferred assets unless clear explanations and records are provided.

How to Avoid It:

Maintain organized financial records and gather documentation early. Before submitting an application, work
with an elder law attorney or paralegal to ensure all income sources, assets, and transactions are fully
accounted for and supported by proper paperwork. This reduces the risk of delays, requests for additional
information, or penalties related to the five?year look?back period.

Mistake #7: Failing to Use Legal Spend-Down and Asset Protection
Strategies

Many Pennsylvania families assume they must exhaust their life savings before qualifying for Medicaid, and
do not understand the asset limit rules. This isn’t true. Medicaid allows applicants to legally “spend down”
assets in ways that benefit their health, home, and spouse - all without jeopardizing eligibility. However, many
people go through this process incorrectly or fail to use available strategies altogether, resulting in
unnecessary loss of assets or prolonged periods of ineligibility.

Common mistakes include paying off large debts at the wrong time, making disallowed gifts, purchasing
non?exempt assets, or failing to convert countable resources into exempt ones. Without proper guidance,
families may spend money in ways that trigger look?back penalties or miss opportunities to protect assets for
a spouse or heirs.

How to Avoid It:

Work with an elder law attorney to implement a structured, legal spend?down plan. Effective strategies may
include making home improvements, purchasing medical equipment, arranging prepaid funerals, converting
assets into exempt resources, or using specialized financial and legal tools designed for Medicaid eligibility.
When done correctly, spend?downs can accelerate eligibility while preserving a significant portion of assets.

Mistake #8: Ignoring Medicaid Estate Recovery Rules

Many families focus solely on qualifying for Medicaid and overlook what happens after benefits are received.
Pennsylvania’s Medicaid Estate Recovery Program (MERP) allows the state to seek reimbursement from the
estate of a deceased Medicaid recipient for the cost of long?term care services paid on their behalf. This can
include recovery against a home, bank accounts, or other probate assets, potentially reducing or eliminating

what heirs inherit.

A common mistake is assuming the state will automatically seize the home or that nothing can be done to
protect it. In reality, Pennsylvania’s estate recovery rules include several exemptions, delays, and planning
options. But without proper preparation, families may unknowingly leave a home or other assets vulnerable to
a recovery claim.

How to Avoid It:

Discuss estate recovery with an elder law attorney before applying for Medicaid. In many situations, proactive
planning can significantly reduce or eliminate the impact of estate recovery while remaining fully compliant
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with Pennsylvania law. This planning can include placing assets in an irrevocable trust, using allowable
transfers, or ensuring the home passes outside of probate.

Mistake #9: Applying for Medicaid at the Wrong Time

Timing matters. Submitting a Medicaid (Medical Assistance) application too early or too late can be costly.
Apply too early, and you risk a denial because you're still over the resource limit, or key transactions (like
spend?down purchases, annuity funding, or trust deposits) aren’t complete, forcing you to refile and lose
valuable time. Apply too late, and you may miss months of eligibility, resulting in unnecessary private?pay
charges while the application is pending.

In Pennsylvania, timing also intersects with the five?year look?back and the start date of any transfer penalty.
A penalty period for gifts or below?market transfers won't begin until the applicant is (1) in a nursing facility
level of care, (2) financially eligible (under the resource limit), and (3) has applied and is otherwise eligible. If
you apply before you meet all three conditions, the penalty clock won't start. Conversely, waiting to apply after
you are already eligible can forfeit months of covered care. For married applicants, the “snapshot” for
community spouse resource calculations is tied to when the institutionalized spouse first becomes
continuously institutionalized. So, delayed planning or filing can undermine optimal results for the community
spouse.

How to Avoid It:

Coordinate the application date with your spend?down, documentation, and care timeline. Make sure
countable resources are under the limit, all required verifications are compiled, and any transfers or
permissible conversions to exempt assets are complete before filing. Take advantage of retroactive eligibility
(if applicable) and work with an elder law attorney to set the filing date to (a) start any unavoidable penalty as
soon as possible, (b) protect the community spouse’s share based on the correct snapshot, and (c) minimize
or eliminate uncovered private?pay periods.

Mistake #10: Not Accounting for State-Specific Medicaid Eligibility
Rules

Another significant mistake is assuming Medicaid rules are the same across all states. They are not. Medicaid
is a federal?state partnership, which means each state, including Pennsylvania, sets its own eligibility
requirements, exemption rules, documentation standards, and asset?protection options. What works in one
state may be completely ineffective or even harmful in Pennsylvania.

Common misunderstandings include the treatment of retirement accounts, rules for spousal protections, how
the five?year look?back is applied, which assets are exempt, and how estate recovery is enforced. Families
who move to Pennsylvania from another state or rely on online articles written for a different jurisdiction often
end up misinformed, leading to avoidable spend?downs, penalties, or delays.

How to Avoid It:

Base all planning decisions on Pennsylvania?specific Medicaid regulations. Work with an elder law attorney
who practices in Pennsylvania and stays current on DHS rules, waiver program changes, and state?level
updates. Tailoring your plan to Pennsylvania’s laws ensures you maximize available protections while
maintaining full program compliance.

Speak With an Experienced Pennsylvania Medicaid Planning
Attorney
Medicaid planning is more than filling out paperwork: it is about protecting your family’s financial future during

one of life’s most vulnerable periods. By avoiding these common mistakes and planning early, Pennsylvania
families can significantly increase the likelihood of qualifying for Medicaid while preserving assets for loved



ones.

If you are ready to plan for your future and legacy, contact us to learn more or schedule a complimentary
consultation.
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