
Long-Term Care Partnership
Private insurance is one of a number of ways that individuals who require long-term care
(LTC) are able to pay for the needed help.  In 2024, for example, such private coverage
provided 8.8% of the funds spent on nursing home care in the U. S.  In contrast, Medicaid, the
joint federal-state program that provides medical care for the impoverished of our nation,
paid for 35.9% of the nation’s nursing home care.1

Long-Term Care Partnership Program

In a LTC Partnership program, a state government and private health insurers work together
to make available to residents of that state LTC insurance policies that are “linked” to
Medicaid.  If a buyer of a Partnership LTC policy later faces long-term care needs that exceed
the policy’s limits, he or she may apply for assistance from the state’s Medicaid program
under more relaxed eligibility rules.  In what is termed an “asset disregard,” the policy owner
may keep a larger amount of assets than would normally be allowed under standard
Medicaid rules.  In many states, for example, an unmarried Medicaid applicant may keep only
$2,000 of assets and his or her estate can be subject to a post-death recovery claim by the
state.

These relaxed eligibility rules apply only to the amount of assets that an individual can retain;
all other normal Medicaid qualification requirements apply.

Example:  Susan, a single woman, purchases a Partnership LTC policy which provides benefits
up to lifetime maximum of $100,000.  She later receives benefits under the policy, up to the
policy’s maximum of $100,000.  Susan continues to need care and she applies for, and is
found to be eligible, for Medicaid.  Because she had first received benefits through a
Partnership LTC policy, she is allowed to retain $102,000 in assets and her state will not seek
to recover that amount after her death.  Susan would otherwise have been required to
“spend-down” her assets until they totaled only $2,000.

The formula used to determine the amount of assets that a Medicaid beneficiary may keep
varies from state to state.  In the dollar-for-dollar formula, the amount of assets that may be
retained is equal to the dollar amount of benefits received from the Partnership LTC policy.

1 Source: Centers for Medicare & Medicaid Services, National Health Expenditure Data, National Health Expenditures by type
of service and source of funds, CY 1960-2023.
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Long-Term Care Partnership
In some states, a total asset protection formula is used; a purchaser of a Partnership LTC
policy in these states effectively protects all of his or her assets when applying for Medicaid.
Generally, Partnership LTC policies in total asset protection states are more comprehensive
and cover a longer period of time.  In a few states, consumers have a choice of which
approach they wish to use.

In an effort to encourage individuals to purchase long-term care insurance, the U.S. Congress
included in the Deficit Reduction Act of 2005 (DRA 2005), legislation to expand the long-term
care insurance partnership program to all 50 states.  Under earlier legislation, LTC Partnership
programs had been operating in four states (California, Connecticut, Indiana, and New York)
for a number of years.

Partnership LTC Policy Qualifications

DRA 2005 established certain standards that all qualifying Partnership LTC policies must
meet, including:

● Insured a state resident: The insured must be a resident of the state the policy was
issued in at the time the coverage is effective.  If the policy was received in exchange
for a policy issued earlier, the insured must have met the residency requirements at
the time the first policy was issued.

● Tax qualified1: Partnership LTC policies must meet the requirements of IRC Sec.
7702B(b).  Under this federal tax code section, premiums paid for LTC policies are
considered to be qualifying medical expenses for the Schedule A medical-expense
itemized deduction.  Policy benefits are treated as “amounts received for personal
injury and sickness,” excludable from gross income.

● Consumer Protection: The policy must meet the requirements specified in the
National Association of Insurance Commissioner’s (NAIC) Long-Term Care Insurance
Model Regulations and Long-Term Care Insurance Model Act (as adopted as of October
2000).

1 The discussion here concerns federal income tax law.  State or local law may differ.
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Long-Term Care Partnership
● Inflation protection: Partnership policies issued to individuals under age 76 must

contain certain benefit inflation protection provisions.

Other Issues To Consider

● Will you qualify for Medicaid?  Entitlement to Medicaid benefits is not automatic.  In
addition to certain asset level requirements, a state’s Medicaid program will also
impose income and functionality limits.  Many individuals have too much income or
are not “disabled” enough to qualify for Medicaid.

● Availability:  Partnership LTC policies are available in most (but not all) states as well
as the District of Columbia.

● If you move to a different state:  States that have Partnership LTC programs are
automatically considered to have “reciprocity” with each other and to honor the asset
disregard earned under a policy purchased in a different state.  However, a state can
opt out of this requirement at any time.

Seek Professional Guidance

The medical, legal, tax, and investment aspects of planning for long-term care can be
complex. The guidance of qualified professionals is highly recommended.
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Disclosure Notice
 

The information that follows is intended to serve as a basis for further discussion with your
financial, legal, tax and/or accounting advisors. It is not a substitute for competent advice
from these advisors. The actual application of some of these concepts may be the practice of
law and is the proper responsibility of your attorney. The application of other concepts may
require the guidance of a tax or accounting advisor. The company or companies listed below
are not authorized to practice law or to provide legal, tax, or accounting advice.

Although great effort has been taken to provide accurate data and explanations, and while
the sources are deemed reliable, the information that follows should not be relied upon for
preparing tax returns or making investment decisions. This information has neither been
audited by nor verified by the company, or companies, listed below and is therefore not
guaranteed by them as to its accuracy.

If a numerical analysis is shown, the results are neither guarantees nor projections, and
actual results may differ significantly. Any assumptions as to interest rates, rates of
return, inflation, or other values are hypothetical and for illustrative purposes only.
Rates of return shown are not indicative of any particular investment, and will vary over
time. Any reference to past performance is not indicative of future results and should
not be taken as a guaranteed projection of actual returns from any recommended
investment.
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