Debbie Oswald

ith people living longer
and health care costs ris-
ing at a staggering rate,

caring for an aging spouse, parent,
or relative is taking a financial toll
on many families. In fact, the
Journal of the American Medical
Association recently found that one
third of families caring for a seri-
ously ill relative spend most or
nearly all of their life savings. In ad-
dition, more and more families are
facing this financial, and often emo-
tional, crisis. According to the
American Association for Retired
Persons, approximately one in four
households is now providing care-
giving to a relative or friend aged 50
and over.

What Can You Do?

If you are among this new genera-
tion of caregivers, here are some fi-
nancial strategies that may help min-
imize the financial impact of caring
for an aging adult in your family.

Plan ahead. Planning is essential.
Consider the person’s present and
future needs. Will he or she eventu-
ally need to move to a nursing
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home or other care facility, or re-
quire at-home care? Will he or she
need help managing finances? Can
family members or friends help
with caregiving or financial assis-
tance? Discuss these options with
the person in question and other
family members. Armed with an-
swers, you can find practical solu-
tions and estimate the person’s cur-
rent and long-term financial needs.

Investigate the person’s financial
resources. Review bank accounts,
insurance policies, will, living will,
investment accounts, retirement ac-
counts, stock certificates, outstand-
ing loans, pensions, and Social
Security payments. If the person is
still employed, review the em-
ployer’s benefits plan. Before mak-
ing any financial decisions, you
should also find out the eligibility
rules for Medicaid, Medicare, Social
Security disability income, Veterans
benefits, and local public assistance.
If the person qualifies for any of
these benefits, it will make a signifi-
cant difference in the overall cost to
the individual and your family.

Prepare necessary legal documen-
tation. Has the person taken the
proper legal steps? Necessary legal
documentation includes a durable
power of attorney, living will,
health care proxy, and a will. If
these steps have not yet been taken,
do so as soon as possible. In addi-
tion, review any existing docu-
ments, including titles and trusts, to

be sure they are updated to meet the
person’s wishes. These legal docu-
ments may save you, as well as the
person in question, from financial
and emotional headaches later.

Develop a sound financial plan.
With a clear understanding of the
person’s needs and financial re-
sources, establish a financial plan
that works for the entire family, es-
pecially the aging adult. As a part of
this process, one should review the
person’s  investment  portfolio.
Depending on the person’s overall
health care concerns, it may be wise
to invest in lower-risk investments,
such as money market accounts or
short-term bonds. Finally, plan
ahead for possible unexpected ex-
penses, and update the plan on an
ongoing basis. For example, a per-
son suffering from Alzheimer’s dis-
ease may need assisted care.
However, if the person has a stroke
or heart attack, they may require
additional health care services.

Consider long-term care insur-
ance. If an aging adult still qualifies
for long-term care insurance, con-
sider buying a good personal policy.
In some cases, it is far less expensive
for family members to pay the pre-
miums for this insurance rather
than pay the full cost of the person’s
future care.

Understand the tax implications.
Tax laws provide breaks for buying
and using long-term care insurance
and the use of living benefits from a
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life insurance policy. Caregivers may
also be able to claim the adult in their
care as a dependent if they provide
more than half of their support and
satisfy other dependent rules. If
caregiving responsibilities are shared
among multiple family members,
these expenses and deductions may
need to be rotated each year.

Turn to professionals for guidance.
A qualified financial planner can be
an invaluable resource to anyone
caring for an aging adult. A planner
can establish an appropriate and
flexible financial plan, review the
person’s investment options, assist
with cash flow questions or con-
cerns, and explain certain tax conse-
guences. In addition, an attorney
may be needed to review legal docu-
ments, set up any necessary trusts,
and provide guidance in regard to
government assistance rules.
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