
Mandatory LTC Training 
4 Hour LTC Refresher Course 

Presenter
Presentation Notes
This is the Power Point for all of our Mandatory LTC Partnership Training.  It includes the 8 hour and the 4 Hour curriculum. If you are teaching the 4 hour you would simply teach the first half and there is a slide that tells you when the 4 hour curriculum is over.  There are reminders throughout the presentation to take a break but you can take the break when it makes sense for you and your class.  There are also reminders on when to sign in and out on the Attendance Roster.



Angie Hughes 

The author and training provider for this program is LTC 
Connection. LTC Connection offers mandatory LTC 
training for both the 8 hour Initial and 4 Hour Refresher 
training requirements.  

Angie has both the Long-Term Care 
Professional (LTCP) and Certified Senior 
Advisor (CSA) designations. In obtaining her 
LTCP designation, she is also a Certified Train-
the-Trainer and has taught the LTCP 
designation course for numerous financial 
advisors. 
 
In keeping abreast of the LTC industry, Angie 
has also taught the LTC Partnership Program 
courses, certified hundreds of advisors on the 
Partnership Program and continues to instruct 
across the country for recertification. 
 
Recently becoming a Partner with Producer’s 
XL, Angie is excited and looking forward to 
working with the agents in various capacities 
to include: Life, Annuity, LTC, Critical Illness, 
Disability Income and Medicare solutions.  
 

Presenter
Presentation Notes
This slide is for you, our training partner, to enter what you would like to introduce yourself to the class.



Agenda 
8:30-10:15 Long-Term Care Defined 

LTC Insurance 

Suitability of LTC Insurance 

Alternatives to Financing Long-Term Care 

Break: 10 minutes 

10:30-12:30 Medicaid 

LTC Partnership Program 

Long-Term Care Services and Providers 

Lunch: 1 hour 

1:30-3:15 Medicaid Review 

Case Studies: Medicaid 

Break: 10 minutes 

3:30-5:00 Case Studies: LTC Insurance 

Case Studies: Partnership Program 

Policy Benefit Review and Plan Design 

Presenter
Presentation Notes
Please go over the class agenda so that the students know what to expect. You can alter this depending on the time you are starting and stopping the class or when you plan on taking a break(s).



Announcements 
• Individual Attendance Roster 

• Credits 
– Insurance CE 
– Long-Term Care Certification 
– Certified Financial Planners 
– Professional Recertification CE (American College Designations) 

How to Get Support After the Class 
 
(888) 582-3750 
support@ltcconnection.com  
 
Certificates of Completion should arrive by email within 7 business 
days. Contact the support staff if you have not received it by then.  

Presenter
Presentation Notes
Individual Attendance Roster: It is your responsibility to sign both in and out on the roster.  If you don’t, we can’t issue CE. Please make sure you have received a copy of the attendance form and entered your time into the class placing your signature next to it. No forms will be handed out late or accepted early. You are to complete this form during the class and return it to the instructor at the very end. Make sure we can read your handwriting!Insurance CE Credit: This course is approved for CE credit as indicated on your attendance form. We will file this credit to your state transcript within 7-10 business days of the class. Certificates of completion will be emailed to you at the address you provide on your roster.  Certified Financial Planner Credit: This is complimentary and can be requested by filling out the CFP license information on your attendance roster. This is for Certified Financial Planners only. If you don’t know what that means…you probably aren’t one.Professional Recertification CE (formerly PACE): This is complimentary and can be requested by checking the PACE box on the attendance roster. This for individuals holding a designation from the American College including: CLU®, RICP®, ChFC®, CLF®, CASL®, ChSNC®, CAP®, FSCP®, and CASL®ClearCert: This course has been reviewed and approved by ClearCert, the third party database for carriers to monitor and verify your LTC compliance. Your attendance will be reported to ClearCert upon successful completion of the class. Support: For follow up questions about credits, or if you need new copies of your certificate, write down the contact information here. LTC Connection is the provider of this class. They will be able to locate, process, and provide copies of your training certificates and credits. 

mailto:support@ltcconnection.com


Introduction 
• Deficit Reduction Act of 2005  

– Tightened loopholes for Medicaid 

– Allowed for expansion of Partnership programs 

– Required training prior to selling Partnership policies 

 

• NAIC Producer Training Model Act of 2006  

– Most states have adopted training requirements for all 
producers regardless of having a Partnership program 



LONG-TERM 
CARE DEFINED 

 Description 

 Definition 

 Odds Need 

 Levels 

 Cost 



What is Long-Term Care? 
• What is the first thing you think of when you hear 

the words long-term care? 

Nursing Homes 

• Most care begins in the home 

• Some care starts when people have a sudden 
health change and are admitted directly to a skilled 
nursing facility 

• Long-term care lasts 90 days or more and is more 
chronic in nature as opposed to acute 
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Acute vs Chronic Care 

Acute 
(Health Care) 

Chronic Care 
(LTC) 

Medically based injury or sickness Physical-based (ADLS) or Mental-based 
(cognitive impairment) 

Short Term Long-term (90 plus days) 

Restorative in nature Maintenance and/or supportive in 
nature 

Cured in short period of time Usually cannot be cured 

Individual can usually return to previous 
lifestyle 

Likely to affect individual until death 

Paid for by public and private insurance Not reimbursed by private insurance or 
Medicare 
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Activities of Daily Living 
Measures used to assess a 
person’s need for long-
term care 

 Bathing 

 Dressing 

 Toileting 

 Continence 

 Transferring 

 Eating 
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Presenter
Presentation Notes
Activities of Daily Living (ADLs) Activities of daily living are measures used to assess a person’s need for long-term care.  The measurement of these standards assess whether a person is capable of living independently.  The following six activities of daily living are best used to determine the need for long-term care: bathing, dressing, eating, toileting, continence, and transferring.    These activities of daily living tend to be lost in the opposite order that one learns these activities as a child.  For example one of the first activities that babies learn is eating, and this is usually one of the last activities that people lose the ability to do by themselves. 



Cognitive Impairment 
• Caused by  

 

 

 

• Deterioration or loss in intellectual capacity 

• Results in short or long-term memory, orientation to 
people, place and time, challenges with deductive or 
abstract reasoning 

• Can take years for families and doctors to detect 

LO
N

G
-TERM

 CARE DEFIN
ED 

Dementia Senility 
Organic 

brain 
disease 

Alzheimer’s 
Disease 

Presenter
Presentation Notes
Cognitive Impairment Cognitive impairment can be caused by dementia, senility, organic brain disease, or Alzheimer’s disease.  Cognitive impairment is a deterioration or loss in intellectual capacity.  It can result in impairment to short or long-term memory, orientation to people, place and time, challenges with deductive or abstract reasoning, and at times, it can affect activities of daily living.  Cognitive impairment often takes years for family members and doctors to detect.  A person’s short-term memory is usually affected, while their long-term memory usually remains intact.  As an example, someone may not remember what they just had for lunch, but they can clearly remember an event that happened thirty years ago.	



Risk of Needing LTC 
• Women are more likely to need LTC 

• Some LTC conditions are hereditary 

• More likely to need LTC if: 
– Take good care of yourself - you live longer and need 

care due to natural aging process 

– Don’t take good care of yourself - you are likely to 
develop chronic conditions that result in long-term 
care  

• Advances in technology help people survive 
illnesses that in past caused death, but now can 
result in the need for long-term care 
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Presenter
Presentation Notes
Risking of Needing LTCWomen are more likely to need long-term care due to the fact that they usually outlive their husbands and there is no one there to care for them.  In today’s society women are not having as many children, not having them at all, or waiting until they are older to have them.  This results in less children being available when a woman needs long-term care.  Some health conditions that create a need for long-term care are hereditary.  Individuals who have a family history of chronic conditions are more likely to need long-term care.    People who take good care of themselves by eating well and exercising are more likely to live longer; hence they are more likely to need long-term care.   People who do not take good care of themselves are also likely to need long-term care. For example, if people smoke they can get emphysema which can create a need for long-term care.   So the irony is that whether you do or do not take good care of yourself, you are likely to need long-term care at some point in your life.  Due to great advances in technology, people are living longer than they did before.  People are more likely to survive diseases or health changing events, where in the past they were more likely to pass away. “Currently about 55 percent of those 85 and older require some form of long-term care and about 19 percent of all seniors suffer from some degree of chronic impairment.  By 2050, it is estimated that up to 5.4 million seniors will need the services of a nursing home - the most costly form of long-term care - and another 2.4 million will require home health care.”ACLI, 2005 White House Conference on Aging, “The Booming Dynamics of Age” December 11-14, 2005



Odds of Needing LTC 

Approximately 49% of people turning 65 will need LTC at some 
point in their lives, and  approximately 72% will use home care 
services, according to the Georgetown University Long-Term Care 
Financing Project, “Who Needs Long-Term Care?” . 
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Cost of Care - Daily 
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Presenter
Presentation Notes
Please provide the students with the costs of care in your local area.The following slide shows the Genworth Cost of Care Study for 2016 – Feel free to replace this with a different study if you would like to.



Cost of Care - Monthly 
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Presenter
Presentation Notes
Please provide the students with the costs of care in your local area.The following slide shows the Genworth Cost of Care Study for 2016 – Feel free to replace this with a different study if you would like to.



Cost of Care - Annual 
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Presenter
Presentation Notes
Please provide the students with the costs of care in your local area.The following slide shows the Genworth Cost of Care Study for 2016 – Feel free to replace this with a different study if you would like to.



LTC INSURANCE 

 Types of Policies 

 Benefit Triggers 

 Policy Benefits 

 Required and Optional Policy 
Provisions 



Three Types of Policies 
1. Home Care Only Policies 

 Not very common 

2. Facility Only Policies 

 Pays for Nursing Home and Assisted Living Facilities 

3. Comprehensive policies 

 Majority of long-term care sales 

 Pays all three levels of care (NH, AL, Home Care) 
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Benefit Triggers 
• Policyholder must be “chronically ill” for at least 90 

days 

• Licensed health care practitioner certifies 
policyholder needs substantial assistance 

• Two benefit triggers are: 

1. Unable to perform two ADLs  

2. Severe cognitive impairment that requires substantial 
supervision to protect policyholder or others 
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Presenter
Presentation Notes
Benefit Triggers HIPAA standardized the benefit triggers for TQ policies. To receive benefits under a TQ policy, policyholders must be a “chronically ill individual.” This is defined as an individual who has been certified by a licensed health care practitioner as unable to perform, without substantial human assistance, at least two Activities of Daily Living (ADLs) for a period of at least ninety days, or who have a severe cognitive impairment that requires substantial supervision to protect the policyholder or others.90 Day Certification HIPAA requires a licensed healthcare practitioner to certify that the policyholder is anticipated to need care for at least 90 days.   This prevents people that only need short term care from going on claim, thus reserving long-term care insurance for true long-term care needs.     The definitions of the benefit triggers for a TQ policy are: Activities of Daily Living Bathing:  This means the ability to wash oneself by taking a shower, or a bath.  It includes the ability to get in and out of the shower or tub.  Bathing could also mean taking a sponge bath.Dressing:  This means the ability to take off and put on all items of clothing or any other devices used such as a brace.Toileting:  This is the ability to get to and from the toilet, get on and off of it and the ability to perform any needed hygiene associated with toileting.Transferring:  This is the ability to move in and out of a chair or bed.Continence:  This is the ability to control one’s bowel and bladder.  If one is not able to do this, it means the ability to perform the necessary hygiene if the individual is incontinent. Eating:  This is the ability to feed oneself, such as getting the food from a plate or bowl into one’s mouth.Cognitive Impairment. Policyholder suffers from a cognitive condition that causes significant deterioration or loss of intellectual ability whereby the individual requires constant supervision or care in order to protect themselves and their family.The cognitive impairment needs to be measurable by clinical evidence and standardized testing.  Substantial assistance HIPAA defined that the loss of an activity of daily living would be the same whether the individual needed “hands-on assistance” or just the supervision of the activity which is also known as “stand-by assistance.”  Hands-on assistance is when another person is needed to physically help an individual with their ADLs.  For example, an individual needs hands-on assistance if they need someone to actually dress them or feed them.   Stand-by assistance involves supervision by standing in the bathroom and watching while an individual gets in and out of the bathtub so that in case they need help it is available.    TQ policies can require the policyholder to need hands-on assistance, stand-by assistance, or both.  However a policy cannot use something that is less restrictive than stand-by assistance. To summarize, HIPAA mandates that benefits can only be paid for “qualified long-term care services” provided to a “chronically ill individual” under “a plan of care prescribed by a licensed healthcare practitioner.”



Policy Benefits: Benefit Amount 
• Determined by daily or monthly benefit amount 

and chosen benefit period 

– Daily or monthly benefit usually ranges from $50 to 
$500 or $1,500 to $15,000 per month 

• No cap on amount policyholder can access per day 
with a monthly daily benefit 
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Presenter
Presentation Notes
The Benefit Amount The benefit amount is the amount the policyholder will be paid for their long-term care expenses.  The amount the policyholder will be paid is determined by the daily or monthly benefit amount and the chosen benefit period.  The amount paid to the policyholder is also affected depending on if the policy benefits are paid on a reimbursement or indemnity basis.   Daily or Monthly Benefit Amount The benefit amount can be paid as a daily or monthly benefit. The monthly benefit usually costs more, but is more flexible.  The applicant selects the benefit amount, which typically ranges from $50 to $500 per day or $1,500 to $15,000 per month.  If the policyholder has a monthly benefit, there is no cap to the benefits they can access on any given day.  The only limitation is that they cannot access more than the monthly benefit in any given month.  This can be advantageous to a policyholder as the cost of their care can fluctuate from day to day.   For example, if a policyholder has a $3,000 monthly benefit they can access any amount in a given day up to $3,000.  If they had a daily benefit amount of $100 they would incur out of pocket expenses for anything over $100.  



Benefit Period 
• Determines how long benefits will be paid 

• Common benefit periods range from: 
– 2, 3, 4, 5, 6, and 10 years 

• Expressed in days:   
– 2 years x 365 days= 730 days 

– 3 years = 1,095  days 

– 5 years = 1,825  days 

• Unlimited or lifetime benefits (not available with 
most companies)  

• Face Amount  

LTC IN
SU

RAN
CE 

Presenter
Presentation Notes
Benefit Period A benefit period is the amount of time a policyholder selects which determines how long benefits will be payable when they go on claim.  Common benefit periods range from two years, three years, four years, five years, six years, seven years, ten years and unlimited benefit periods.  These are also expressed in days, such as 730 days (2 years), 1095 days (3 years). In the past few years, unlimited benefits have become extremely expensive, and now that carriers have a lot of claims data, the industry realizes that unlimited coverage may be more coverage than most people need. 



Lifetime Maximum Options 
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Daily Benefit 

3 Year Benefit Period 
(1,095 days)  

Pool of Money 
 

$150 x 1,095 = 

5 year benefit period 
(1,825 days) 

Pool of Money 
 

$150 x 1,825 = 
 

$150 
 

$164,250 
 

$273,750 
 

$200 
 

$219,000 
 

$365,000 
 

$250 
 

$273,750 
 

$456,250 
 

$300 
 

$328,500 
 

$547,500 

Presenter
Presentation Notes
Benefit or Lifetime Maximum The benefit or lifetime maximum is calculated by multiplying the benefit amount with the benefit period.  This is also known as the “pool of money”.  There are no time limits on how long a policyholder can receive benefits as long as there are dollars remaining in the “pool of money”.  Four examples are provided with different daily benefits that show you how the pool of money is calculated using a three year and a five year benefit period.   If a policyholder has unlimited or lifetime coverage, then all expenses up to the daily or monthly benefit would be reimbursed for the policyholder’s entire life. 



Elimination Period 
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• Policyholders must satisfy a deductible, or 
elimination period prior to receiving benefits 

• Instead of a dollar deductible, policyholders have to 
wait a certain amount of “days” 
– common elimination periods are 0, 20, 30, 45, 60, 90, 

and 100 days 

• Policyholder is responsible for all costs incurred for 
their care during this time 

• Service and Calendar day elimination periods 

Presenter
Presentation Notes
Elimination Period When a policyholder meets the benefit triggers of their policy, they do not automatically receive their benefits.  They have to first satisfy their elimination period.  An elimination period is similar to deductibles with other types of insurance.  However, instead of a “dollar” deductible, with long-term care insurance policyholders have to wait a certain number of “days”.  This is also known as a waiting period.  Although this is understood at the time the policy is purchased, when policyholders go on claim they often forget and either they, or their family members, get upset if they have to wait too long to receive their benefits During the elimination period, the policyholder is responsible for all costs incurred for their care.  For example, if a policyholder has a 100 day elimination period and incurs $150 in long-term care expenses every day they would have to pay $15,000 out of pocket.  Another example would be a policyholder that incurs only $50 a day in long-term care expenses.  They would only incur a $5,000 out of pocket expense.  Since people do not know ahead of time what kind of care they will need or how much it will cost, their deductible can vary drastically.Service day elimination periods require that there be a covered service provided during the day in order for the day to count toward the deductible. With some policies, if Medicare or health insurance pays for care during the elimination period the days will still count toward the elimination period.  Some policies offer calendar day elimination periods.  These policies will only consider the elimination period  to be met after the appropriate amount of days have elapsed, regardless of how many days covered services paid for.  In fact, a family member could provide care during the entire elimination period.  So for example, if an individual had a 100 day elimination period and paid a caregiver for thirty days and their family paid for the remaining seventy days, they would only have an out of pocket expense of $4,500.  (thirty days x $150 daily benefit). Elimination periods are a means of controlling premium costs; the longer the elimination period, the smaller the premium for the policy, all other factors being equal. However, it is important to note that the policyholder will pay more out of pocket in the future before their benefits begin. Each policyholder should weigh the advantages and disadvantages of shorter and longer elimination periods.Common elimination periods are 0, 20, 30, 45, 60, 90, and 100 days.  Some policies offer 180, 365 and 730 days if allowed by the state.  Some policies may have separate elimination periods for nursing home and home care.  Most elimination periods only have to be met one time during the life of the policy.  If home care is received first, some policies will waive the elimination period so that the policyholder is eligible for benefits right away.  Every day the policyholder receives care in the home will count toward a future stay in the nursing home.�Some policies automatically include this feature and others offer it as a rider.  Some policies will allow policyholders to meet their deductible quicker by counting all seven days in a week toward the deductible if the policyholder receives care at least one day within the seven days. Benefits prior to Elimination PeriodSome policies will allow certain benefits to be paid prior to the elimination period being met. Examples may include respite care, hospice care, durable medical equipment and care coordination.  However, the days that these services are received and paid for do not qualify towards the elimination period. 



Compound Inflation Protection 
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Daily or monthly benefit amount, and pool of money increase by a 
pre-determined percentage every year  

Most expensive inflation protection option 

3,4,5 o 6% 

Ideal for younger policyholders in their 40’s, 50’s, and early 60’s 

Premiums designed to remain level 

Takes 15 years for benefits to “double” 

Daily or monthly benefit and pool of money grow while on claim 

Presenter
Presentation Notes
Compound Inflation Protection With this inflation protection option, the daily or monthly benefit amounts as well as the benefit maximum (pool of money) increase by a pre-determined percentage every year.  Policies today have compound inflation options of 3, 4, 5, or 6%.  The premiums are designed to remain level over the life of the policy even as the coverage amounts continue to increase every year. The daily or monthly benefit and the pool of money continue to grow, even when the policyholder is on claim.  Some carriers inflate the original pool of money, while others inflate the remaining pool of money.  Compound inflation protection is the most expensive inflation protection option.  This option is ideal for younger policyholders in their 40’s and 50’s and even into their early 60’s.  Using a 5% compound inflation protection option, it takes about 15 years for benefit amounts to “double”.  If an individual buys a long-term care insurance policy today that pays $150 per day, then in 15 years the benefit would grow to about $300 per day.



Simple Inflation Protection 
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Daily or monthly benefit amount, and pool of money increase by a 
fixed dollar amount every year 

Not as expensive as compound inflation protection 

Fixed percentage is usually 5% 

Ideal for policyholders in their mid 60’s and older 

Premiums designed to remain level 

Daily or monthly benefit and pool of money grow while on claim 

Presenter
Presentation Notes
Simple Inflation Protection With this inflation protection option, the daily or monthly benefit amounts as well as the benefit maximum (pool of money) increase by a fixed dollar amount every year.  The percentage is usually based on 5% of the original benefit amount.  As an example, if a policyholder purchases $100 per day, their daily benefit would only grow by $5 every year.  Just like compound inflation protection, the premiums are designed to remain level over the life of the policy even as the coverage amounts continue to increase every year. The benefits grow even when the policyholder is on claim.   Simple inflation protection is not as expensive as compound inflation protection, because in the long run the policyholder will be eligible for fewer benefits.  In the early years of the policy benefit increases there is not a significant difference between simple and compound inflation protection.  This means that simple inflation protection is a good option for a person that is older and not too far away from the possibility of needing long-term care.



Guaranteed Purchase Option 
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• Offers policyholders ability to purchase additional 
protection in the future without proving insurability 

• Offers usually at predetermined intervals such as 
every year or every three years 

• Some carriers offer fixed amount and others base it 
on the CPI 

• Increases are based on attained age 

Presenter
Presentation Notes
Guaranteed Purchase Option Unlike simple and compound inflation protection options, most policies do not charge any additional premium at the time of application if a policyholder chooses a guaranteed purchase options.  (There are some policies that charge an additional premium up front to choose this option). This allows a policyholder to purchase a more affordable policy in the beginning.   Guaranteed purchase options allow policyholders to purchase offers by the carrier in the future, without proving insurability.  The offers are usually at predetermined intervals such as every year, or every three years.  The carrier’s offers can be fixed amounts determined by the carrier, or based on a measure like the Consumer Price Index (CPI).  When a policyholder exercises the purchase options, it is usually at their attained age. There are certain disadvantages with this option.  Most carriers will not offer a guaranteed purchase option if the policyholder has declined the offer a certain number of times. 



Consumer Price Index (CPI) 
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• Inflation option which increases the daily or 
monthly benefit amounts each year based on the 
percentage change in the CPI  

• CPI means the non-seasonally adjusted CPI, Urban, 
all items.  This is published by the Bureau of Labor 
Statistics of the United States Department of Labor  

• In the 1980’s we experienced double digits of 
inflation 

Presenter
Presentation Notes
Consumer Price IndexThese policies increase the daily or monthly benefit amounts each year based on the percentage change in the Consumer Price Index (CPI). When the daily or monthly benefits are increased, the lifetime maximum, or pool of money increases by the same percentage.  CPI means the non-seasonally adjusted Consumer Price Index, Urban, all items, published by the Bureau of Labor Statistics of the United States Department of Labor (CPI).  In the 1970’s we experienced double digits of inflation.  When history repeats itself a policy that inflates the policies based on the CPI will provide more coverage than a policy that is inflating at 5% simple or compound. Some policies offer CPI as a level premium and other offers it as a rider.  If the CPI decreases, long-term care benefits are not reduced and instead are offset when calculating future CPI increases.



Additional Policy Provisions 
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Alternate Plan of 
Care 

Home 
Modification 

Care 
Coordination 

Benefits 

Hospice Care Bed Reservation 
Benefit 

Homemaker 
Services 

Caregiver 
Training Informal care Durable Medical 

Equipment 

Respite Care 
Emergency 

Medical 
Response System 

Waiver of 
Premium 



Optional Policy Riders 
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Dual Waiver of Premium 

Return of Premium 

Survivorship Benefits 

Restoration of Benefits 

Shared Care Benefits 
• One Pool of Money 
• Two Pools of Money 
• Family Policies 



SUITABILITY OF 
LTC INSURANCE 

 NAIC Model Suitability Standards 

 Agent Responsibilities 



Long-Term Care Insurance Model 
Act and Model Regulation 

• Insurance industry regulated at state level 

• Each state has an insurance division that regulates 
business according to the state insurance code 

• NAIC is the National Association of Insurance 
Commissioners 

• NAIC influences each state so that there are uniform laws 
and regulations 

• Long-Term Care Insurance Model Act and Regulation 
were developed by NAIC in 1993 
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Presenter
Presentation Notes
Long-Term care Insurance Model Act and Model RegulationThe insurance industry is regulated primarily at the state, rather than the federal level.  Each state has an insurance division or department that regulates the insurance business in accordance with laws known collectively as the state insurance code.  Each state has the authority to regulate its insurance business in any way they see fit.  The National Association of Insurance Commissioners (NAIC) influences each state so that generally speaking, there are uniform laws and regulations in most states.  The Long-Term Care Insurance Model Act and the Long-Term Care Insurance Model Regulation were developed by the NAIC in 1993. 



Long-Term Care Insurance Model 
Act and Model Regulation 

• Both are updated on an as needed basis to reflect needed 
changes 

• Act and regulation have  been adopted by most states (in 
whole or in part) 

• Even if a state did not adopt them, most carriers have  

• Both are the basis for tax qualification standards 

• Some of the NAIC policy provisions are required to be 
included in all long-term care insurance polices and 
others are offered as options 
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Presenter
Presentation Notes
They are both updated every year to reflect needed changes. The act and regulation have been adopted by most states, either in whole or in part.  In many cases, carriers have adhered to the act and regulation, even if a state did not adopt them.   The NAIC long-term Care Insurance Model Act and Model Regulation are the basis for tax qualification standards.   Some of the NAIC policy provisions are required to be included in all long-term care insurance policies while others can be offered as options



NAIC Suitability Requirements 
• NAIC provides consumers with valuable information so 

they can make informed decisions regarding LTCI 
insurance 

• NAIC requires carriers to develop and use suitability 
standards 

• Appropriateness of the sale of long-term care insurance is 
based on  

– Individual’s financial situation 

– Goals and needs with respect to long-term care 

• In replacement situations, an analysis of the benefits and 
costs of existing coverage needs to be compared to the 
proposed coverage 
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Presenter
Presentation Notes
Suitability Guidelines (NAIC Suitability Requirements) Consumer protection provisions found in the NAIC Model LTC Act and Regulation provide consumers with valuable information so that they may make informed decisions regarding their long-term care insurance purchase.  As such, most carriers comply with the NAIC provisions on suitability regardless of whether or not the state mandates suitability requirements.   In sum, the NAIC suitability guidelines require carriers to develop and use suitability standards to assure that the purchase or replacement of long-term care insurance is appropriate for the needs of the applicant.  Appropriateness of the sale of long-term care insurance is based upon the individual’s financial situation, goals and needs with respect to long-term care. In a replacement situation, an analysis of the benefits and costs of an individual’s existing coverage as compared to the proposed coverage is required.  



Personal Worksheet 
• All applicants must complete the “Long-term Care Personal 

Worksheet” 
• Producer must go over the  applicant’s income, assets, goals 

and needs information 
• Applicant must fill out personal worksheet OR 

• Sign personal worksheet indicating that the individual 
chooses not to provide the information 

• If not signed, carrier can suspend the application until oral 
or written verification is obtained that the individual still 
chooses to purchase long-term care insurance 
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Presenter
Presentation Notes
Filling out the Personal Worksheet The producer must go over with the applicant, the income, asset, goals and needs information. The applicant will be required to either:Fill out the Personal Worksheet; orBoth the consumer and the agent sign the Personal Worksheet (in the space provided) indicating that the individual chooses not to provide the information. If the applicant declines to provide the financial information or the applicant does not meet the carrier’s suitability standards, the carrier can suspend the application until they obtain oral or written verification that the individual still chooses to purchase long-term care insurance (assuming the application is approved) and still does not want to provide the financial information.  If telephone verification is used, the call must be clearly documented in the applicant’s file.  Signed copies of the Personal Worksheet and written documentation that the carrier checked (either in writing or by phone) that the applicant chose not to provide financial information or does not meet the suitability standards and still wants to purchase the insurance policy must become part of the permanent application file. 



Individual and Couple Guidelines 
• An individual must have an income of $20,000 or greater 

• Combined income for a couple must be $40,000 

• An individual must have assets which equal at least $30,000 
(assets do not include the applicant’s house) 

• A couple must have combined assets which equal $50,000 

• If the criteria above are not met, 
a carrier can recommend that  
the applicant consider other  
options for financing long-term  
care 
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Individual and Couple Guidelines- Suitability con’tAnnual income standards apply per person rather than per couple. If an individual does not meet both the income and asset minimums below, carriers have the right to decline the applications as being an unsuitable purchase. An individual must have an income of $20,000 or greater.  The combined income for a couple must be $40,000.  An individual must have assets (savings and investments) which equal at least $30,000.  (Note: assets do not include the applicant’s house.)  A couple must have combined assets which equal $50,000.  This guideline means that an individual should not purchase the policy if the premiums would exceed 7% of their income.  In addition, if the individual’s assets are less than $30,000, a carrier can recommend that the applicant may wish to consider other options for financing their long-term care.  These standards can be waived in certain appropriate instances (e.g., child is paying for parent’s premiums).  



Outline of Coverage 
• Detailed outline of coverage applicant is 

considering 

– (more detailed than brochure) 

• Shall be a free-standing document 

• Shall be delivered prior to soliciting an LTCi 
application 

• Shall contain no material of an advertising nature 
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Shopper’s Guide 
• Shall be provided in the format developed by the 

NAIC to all prospective applicants of a long-term 
care policy or certificate 

 

• Shall be delivered prior  
to the presentation of an  
application 

SU
ITABILITY O

F LTC IN
SU

RAN
CE 

Image: 2013 NAIC “A Shopper’s Guide to Long-Term Care Insurance 



Right to Return 
• LTC insurance policyholders can return the policy or 

certificate within 30 days of the delivery and 
receive full refund of premiums 

• Can be returned for any reason 
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30 
days 



ALTERNATIVES TO 
FINANCING  
LONG-TERM CARE 

 Life Insurance 

 Annuities 

 Health Savings Account 

 Home Equity, Reverse Mortgages 



Life Insurance  
Accelerated Death Benefits 

• Feature or rider included with some life insurance 
policies 

• Life insurance death benefit paid in advance (tax-
free) 

• Policyholder must have a life-threatening diagnosis 
or be terminally ill 

• Generally, an individual must need long-term care 
for an extended period of time, be confined to a 
nursing home and need assistance with Activities of 
Daily Living 

ALTERN
ATIVES TO

 FIN
AN

CIN
G

 LO
N

G
-TERM

 CARE 

Presenter
Presentation Notes
Accelerated Death BenefitsAn Accelerated Death Benefit is a life insurance death benefit paid in cash in advance, tax-free.  An Accelerated Death Benefit is a feature or rider included with some life insurance policies.  It provides cash advances against the death benefit while you the individual is alive. With some life insurance policies there is additional premium paid for this, and with others it is included for little or no cost. There are different types of Accelerated Death Benefits, each of which serves a different purpose.  Depending on the type of policy, the individual may be able to receive a cash advance of the life insurance policy’s death benefit when an individual has a life-threatening diagnosis or is terminally ill.  Generally they must need long-term care for an extended period of time, confined to a nursing home and need assistance with Activities of Daily Living. The amount of money an individual can receive from these types of policies varies, but typically the accelerated benefit payment amount is capped at 50 percent of the death benefit.  Some policies, however, allow individuals to use the full amount of the death benefit.For Accelerated Death Benefit polices that cover long-term care, the monthly benefit you can use for nursing home care is typically equal to two percent of the life insurance policy’s face value, while the amount available for home care if it is included in the policy’s face value, while the amount available for home care (if it is included in the policy) is typically half that amount.  For example, if your life insurance policy’s face value, while the amount is capped at 50% of the death benefit.  Some policies, however do allow you to use the full amount of the death benefit.For Accelerated Death Benefit policies that cover long-term care, the monthly benefit you can use for nursing home care is typically equal to two percent of the life insurance policy’s face value, while the amount available for home care (if it is included in the policy) is typically half that amount.  For example, if your life insurance policy’s face value is $200,000, then the monthly payout available to the individual for care in a nursing home would be $4,000, but only $2,000 for home care.  Some policies may pay the same monthly amount for care, regardless of where the individual receives the care.When an individual receives payments from an Accelerated Death Benefit policy prior to death, the amount received is subtracted from the amount payable to their beneficiaries when they die.Important Considerations:If an individual is uninsurable for long-term care insurance, it is possible that the individual could still get some long-term care benefits through an ADB on a life insurance policy if there is little or no health screening required for the ADB. ADB policy payouts for long-term care are often more limited than the benefits you could receive from a typical long-term care insurance policy.The face value amount of life insurance may not be large enough to allow ADB payments sufficient to cover long-term care needs.  The benefit payments may be lower and the duration shorter than what is required to cover long-term care expenses.Inflation protection is usually not offered.  If inflation protection is not included, the ADB payment may not be sufficient to cover future long-term care costs.  This means that the individual would need additional means to pay for their care.Individual’s need to consider that if they use the death benefit for long-term care, there may be little or no death benefit remaining for survivors.Payments from an ADB could affect eligibility for Medicaid. 



Single Premium Life Insurance 
LTCI Policy 

• Life insurance policies combined with individual long-
term care insurance policies 

• Purchased for sole purpose of long-term care insurance, 
not for death benefit 

• Single premium (generally) of $50,000 to $100,000 

• Purchased with cash, CD’s, money market accounts or 
1035 exchanges from other life insurance policies 

• Distributions from cash values inside life insurance policy 
are used to fund long-term care insurance policies 
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Single Premium Life Insurance LTC Policy Several carriers offer life insurance policies that are combined with individual long-term care insurance policies.  Unlike the Accelerated Death Benefit policies, the long-term care benefits are almost identical to regular long-term care insurance policies.  These policies are usually purchased for the sole purpose of long-term care insurance, and the death benefit is a plus if the individual does not need long-term care.  These are usually purchased with a single premium that is guaranteed not to change.  They can be funded using cash, CD’s, money market accounts or 1035 exchanges from another life insurance policy. For a meaningful long-term care benefit people need to deposit $50,000 to $100,000.  If LTC is needed immediately, the policy holder can trigger a percentage of the death benefit to pay for long-term care.  With most of these policies on the market, the long-term care benefits With some policies the long-term care benefits are identical to an individual long-term care policy.  Distributions from the cash values inside the life insurance policy are used to fund the long-term care insurance policy.  Therefore, policyholders will receive a 1099 for the distribution.  However, due to The Pension Protection Act of 2006, these distributions will be tax-free as of January 1, 2010 for all policies like this that were issued after December 31, 1996.   After December 31, 2009, The Pension Protection Act will also allow tax-free exchanges of one life insurance or annuity contract for a Life/LTC or Annuity/LTC contracts.  These policies are available as both individual and joint policies.  Policyholders can access their money at anytime, or take loans out against it.  If they do not use their long-term care benefits, then the entire death benefit will be paid out. The advantage of these policies are that the premium deposited grows tax-free and the benefits received for either long-term care or as a death benefit are received tax-free.   Not all of the policies require a large single premium. Some of the policies on the market allow 10 pay premium payments, or annual (lifetime) premium options.  



Long-Term Care Annuities 
• An annuity is a series of regular payments over a 

specified and defined period of time 

• Funds for annuity come from a single premium 
payment 

• Two types 

1. Immediate long-term care annuity 

2. Deferred long-term care annuity 
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Long-Term Care Annuities An annuity is a series of regular payments over a specified and defined period of time.  The funds for the annuity come from a single premium payment that the individual makes at the outset.  There are two types of annuities available: Immediate long-term care annuityDeferred long-term care annuity



Immediate LTC Annuity 
• If an individual cannot quality for LTC insurance, or 

if individual is already receiving care, they can still 
purchase an annuity 

• Available without regard to health 

• Single premium payment made to insurance 
company in exchange for specified monthly income 

• Payout schedule varies based on amount of initial 
premium, age and gender 
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Immediate Long-Term Care Annuity For a single premium payment made to an insurance company, the owner will receive a specified monthly income.  It is available without regard to health.  Therefore, if an individual cannot qualify for long-term care insurance or if the individual is already receiving long-term care, they can still purchase an annuity.  The single premium payment is converted to a monthly income stream that is guaranteed either for a specified period of time or for the life of the individual receiving the payments.  The payout schedule varies based on the amount of the initial premium, age, and gender.  Generally, because of their longer life expectancy, females receive a smaller monthly payment over a longer period of time than do males of the same age.  Important Considerations: The annuity amount received every month may not be enough to pay for all long-term care expenses.Inflation may make the monthly income received from the annuity less than the individual actually needs.The tax implications of an annuity are complicated.



Deferred LTC Annuity 
• Long-term care annuity has two funds 

– One for long-term care expenses which can be 
accessed immediately 

– Separate cash fund can be used for anything, but is 
deferred  

• Most people that cannot qualify for LTC insurance 
can qualify 

• If the long-term care fund is not used, it can be 
passed to the heirs 
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Deferred Long-Term Care Annuity This type of annuity is available to individuals up to age 85.  Similar to other annuities, for a single premium payment, the individual receives a stream of monthly income.  The amount received depends on the individual’s health.  The annuity creates two funds:  one for long-term care expenses and another separate cash fund to be used however the individual desires.  The “long-term care” fund can be accessed immediately, while access to the “cash” portion is deferred and more limited over time.  The rules of the annuity define how much you can access on a monthly basis from the long-term care fund, and how much you can access on an annual basis from the cash fund. To qualify for this type of annuity, there are seven broad health criteria.  However, most people will qualify even if they do not qualify for long-term care insurance. Important Considerations: If the long-term care fund is not used, it can be passed to the individual’s heirs.The annuity may not be enough to pay for your long-term care expenses.Inflation may make the monthly income you receive from the annuity less than what the individual needs.The long-term care portion of the annuity does not satisfy the requirements for a tax-qualified long-term care policy, so there is a risk of the individual being taxed on the money from the fund that is used for the long-term care expenses.The tax implications of an annuity are complicated.  



Life Settlements 
• Sale of life insurance policy to raise cash 

• Policy is sold for its present value 

• Men: 70 and older 

• Women: 74 and older 

• Policies that can be sold 
– Universal life insurance 

– Term insurance 

– Whole life insurance 

– Policies held in irrevocable life insurance trusts 

– Buy-sell agreements 

– Key man policies 
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Life SettlementsLife Settlements give individuals the ability to raise cash by selling their life insurance policy.  These are also known as Senior Settlements. Many times people no longer need their life insurance for the original reason they purchased it for, or they may no longer be able to afford the premiums.With a Life Settlement, an individual can sell their life insurance policy for its present value.  This option is usually only available to women age 74 and to men age 70 and older.  The most common range of policies that are sold have a face value of $200,000 to $10 million.The proceeds may be used for any reason, such as paying long-term care insurance premiums, or paying for long-term care services directly.A variety of policies can be sold as part of a life settlement:  Universal life insuranceTerm insuranceWhole life insurancePolicies held in irrevocable life insurance trustsBuy-sell agreementsKey man policiesImportant Considerations:No death benefit may be left for survivor/heirs.No health screening is required; the individual may be in good or poor health.There could be tax liabilities on the proceeds of the sale.



Viatical Settlements 
• Allow terminally ill individuals (life expectancy of 

less than two years) to sell life insurance policy to 
use money to pay for care 

• Viatical company pays individuals a percentage of 
the death benefit based on life expectancy 

• Viatical company owns the policy, pays the 
premiums and is the beneficiary 
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Viatical SettlementsViatical Settlements allow individuals to sell their life insurance policy to a third party and use the money to pay for care.  A Viatical settlement is only available if an individual is terminally ill, which in this case generally means that they have a life expectancy of two years or less.  A Viatical Company pays the individual an amount of money based on a percentage of the death benefit of the life insurance policy.  The amount received is based upon the individual’s life expectancy.  The Viatical Company then owns the policy and is its beneficiary.  The Viatical Company also takes over the payment of premiums on the policy.  As a result, the individual will receive the money needed for long-term care and the Viatical Company receives the full death benefit on the individual’s death.Unlike the Life Settlement, money received from a Viatical Settlement is tax-free, provided the individual has a life expectancy of two years or less or are chronically ill, and provided the Viatical Company is licensed in the states in which it does business.Important Considerations:Individual must be terminally ill with a life expectancy of two years or less.Individuals that are uninsurable for long-term care insurance can use the Viatical Settlement to pay for long-term care.The policy will no longer be available available to pay a death benefit to the individual’s heirs.Less than 50 percent of applicants for Viatical Settlements are approved.The National Association of Insurance Commissioners (NAIC) adopted appropriate Viatical Payments based on life expectancies. 



Health Savings Accounts 
• Created by the Medicare Modernization Act (MMA) 

• Offers tax-advantage alternative used to fund long-term 
care insurance premiums and accumulate funds to pay for 
long-term care expenses 

• Can be set up by an individual or employer 

• Required to purchase a low-cost, high-deductible health 
insurance plan 

• Tax-free contributions can be made to HSA up to an annual 
limit 

• Contributions made by an employer are excluded from 
employee’s taxable income 

• Funds are carried over every year and all gains are tax-free 
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Health Savings Accounts (HSAs) were created by the Medicare Modernization Act (MMA). This is program that offers a tax-advantage alternative that can be used to fund long-term care insurance premiums as well as accumulate funds that can be used to pay for actual long-term care expenses.   An HSA can be set up by an individual or by an employer for their employees.  An HSA requires the individual to purchase and maintain a low-cost, high-deductible health insurance plan. Tax-free contributions are made to the HSA up to an annual limit. Contributions made by an employer are excluded from the employee’s taxable income.  Every year the funds that remain in an HSA are carried over.  The funds are invested and all the gains are tax-free.  Withdrawals can be made at anytime.  An HSA can be used to pay for actual long-term care expenses, or to fund “eligible” long-term care insurance premiums.  In addition to using an HSA for long-term care needs, it can be used to pay for other medical and health care expenses.  The advantage of an HSA is that these funds are tax-free.   



Home Equity 
• Created by the Medicare Modernization Act (MMA) 

• Offers tax-advantage alternative used to fund long-term 
care insurance premiums and accumulate funds to pay for 
long-term care expenses 

• Can be set up by an individual or employer 

• Required to purchase a low-cost, high-deductible health 
insurance plan 

• Tax-free contributions can be made to HSA up to an annual 
limit 

• Contributions made by an employer are excluded from 
employee’s taxable income 

• Funds are carried over every year and all gains are tax-free 
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Using Home EquityHome equity is the difference between the appraised value of an individual’s home and what is owed on any mortgages.  When an individual needs long-term care they usually have greatly reduced or paid off their mortgages.  The value of their home has probably also risen beyond its original purchase price.There are a number of options to tap into home equity.  An individual’s home may be their most valuable financial asset.  There are a number of practical and financial factors to consider:Is it better to sell the house and receive care in a facility, or take out a home loan to or take out a home loan in order to remain in it?  It is important to balance health and safety issues with the desire for independence and a familiar setting.If it makes sense to stay at home, what are the benefits and risks associated with different types of home loans?Will the use of home equity affect eligibility for public programs if they are needed?



Reverse Mortgages 
• Individual receives cash against value of home without 

selling it 

• Available for homeowners age 62 and older 

• Can receive lump-sum payment, monthly payment, or a 
line of credit 

– Not taxable, and does not count toward income or affect Social 
Security or Medicare benefits if payments received are spent within 
the month they are received 

• Individual does not have to repay loan until they die, sell 
the home, or move out of the home 

• Individual responsible for taxes, hazard insurance, and 
home repairs 
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Reverse MortgagesIf an individual expects to remain in their home for several years, a reverse mortgage should be considered.  This is a special type of home equity loan.  An individual receives cash against the value of the home without selling it.  They can choose if they want to receive a lump-sum payment, a monthly payment, or a line of credit.  There are no restrictions on how to use the reverse mortgage funds.The money received from the reverse mortgage can be used to fund long-term care insurance or to pay for long-term care received in the home.Reverse mortgages are available to homeowners age 62 and older.  Unlike a traditional mortgage, with a reverse mortgage, individuals are not required to provide an income or credit history to get the loan.  Individuals do not need to make monthly payments.  Instead, the amount that is owed, based on loan payouts and interest on the loan accumulate over time.  The individual does not have to repay the loan as long as they continue to live in the home.  The loan becomes due when the individual dies, sells the home, or permanently moves out of the home.The individual continues to live in the home and retain title and ownership of it.  They are still responsible for taxes, hazard insurance, and home repairs.  The funds from a reverse mortgage are non-taxable.  They do not count toward income or affect Social Security or Medicare benefits or count as income for Medicaid eligibility as long as the reverse mortgage payments received are spent within the month they are received.
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Medicaid versus Medicare 
M

EDICAID 

Medicaid 

• Is jointly funded and 
administered by the 
federal government 
through the Centers for 
Medicare and Medicaid 
Services (CMS) and the 
states 

• Is a means tested 
program; must meet 
strict income and asset 
criteria 

• Payor of last resort for 
skilled nursing care 

Medicare 

• Health insurance that 
pays only for skilled care 
or rehabilitative services 

• Does not pay for 
custodial care 

• Entitlement program; 
those who participate 
are entitled to benefits 
regardless of income or 
assets 



Medicaid Covered Services 
• Inpatient and outpatient hospital services 

• Physicians’ services 

• Laboratory and x-ray services 

• Skilled nursing facility services, including custodial 
care 

• Transportation to medical facilities 

M
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Medicaid Programs 
• Home and Community-Based Services (HCBS) 

waiver 

• PACE program 

M
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The PACE and HCBS programs are for individuals with limited assets and income. The PACE and HCBS programs are reserved for those who would otherwise be admitted to a nursing home.  They still, however, must show that they can remain in the community – a contradiction to be sure, but one that nevertheless must be established in order to receive benefits. Note: No attorney who understands how long-term care is financed will suggest to a client that the PACE or HCBS programs are viable options to pay for home care, adult day care, or assisted-living facilities for people with more than minimal financial resources.



Assets 
MEDICAID DIVIDES ASSETS INTO THREE CLASSES 

M
EDICAID 

Countable  
(non-exempt or available) 

Non-Countable  
(exempt) 

Inaccessible Assets 

Any personal financial resources 
owned or controlled by the 
Medicaid applicant must be spent 
on care.  
 

• Cash, stocks, bonds, general   
investments 

• Tax-qualified pension plans if 
applicant is retired 

• Deferred annuities if not   
annuitized 

• Life insurance with cash  
surrender value, if death benefit  
exceeds $1,500 

• Vacation and investment   
property 

 

These are acknowledged by 
Medicaid, but not used in 
determining eligibility: 
 

• Cash allowance (usually 
between $2,000-$3,000) 

• Prepaid funeral (some states 
limit its cost) 

• Term life insurance 

• Business assets, if applicant 
derives livelihood from them 

• A car for personal use (some 
states cap its value) 

• Personal items 
 

These resources would have had to 
be spent on the applicant’s care 
(countable assets) or, in the case of 
a primary home, been subject to a 
lien for recovery of benefits.  
However, they have been protected 
by being transferred to family or 
friends.   
  
There are only two ways to protect 
assets: 

• Giving them away 

• Placing in trust 
 



Primary Residence 
Per the DRA, home property is excluded from resources (exempt) unless 
the individual’s equity interest in his or her home exceeds  
$ ____________ (See hand out) 

States can increase this amount to $  . 

An individual whose equity interest exceeds the amount is not eligible for 
long-term care services unless one of the following circumstances applies: 

 The individual has a spouse who is lawfully residing in the 
individual’s home. 

 The individual has a child under the age of twenty-one who is 
lawfully residing in the individual’s home. 

 The individual has a child of any age who is blind or permanently 
and totally disabled who is lawfully residing in the individual’s home.   

Your state: _____________  
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Look-back and Ineligibility Periods 
3 years increased to 5 State Formula Penalty  

(Ineligibility Period) 

As a result of the DRA of 2005, 
the look-back period was 
increased from three to five 
years, effective February 8, 2006.  
The period now comes in line 
with the five-year look-back for 
transfers into a trust.   
  
The transfer of assets into 
inaccessible status for less than 
fair market value (generally 
defined as gifts) within the 
applicable look-back period 
creates a period of ineligibility 
from Medicaid benefits. 

The formula used by all states to 
determine ineligibility period is: 
  
Transferred assets, divided by 
the average monthly cost of 
nursing home care in the 
applicant’s state, equals the 
number of months of 
ineligibility.  
  
The state’s Medicaid office 
determines the average monthly 
cost of nursing home care in the 
applicant’s state that is used in 
the formula above. 
  
Your state’s monthly cost of 
nursing home care: 
__________________ 

For gifts made after February 8th, 
2006, the penalty period 
commences on the date the 
Medicaid application is 
submitted.  
  
Prior to this date the penalty 
period began on the date of the 
transfer that caused the penalty 
period.  Depending on the date 
of the transfer in many cases the 
penalty period would have 
expired before the individual 
applied for Medicaid. 

M
EDICAID 



Look-back and Penalty Period 
Example 

John has $100,000 in life savings. His health is declining sharply.  
• He gifts his assets to his children on April 1, 2007 
• He enters a skilled nursing facility (SNF) on April 1, 2009 
• He applies for Medicaid benefits on that date 
• John’s state Medicaid office considers SNF care to cost, on average, $5,000 a month 
 
The look-back period began on: 
• April 1, 2007 
• April 1, 2009 
  Answer: 
 April 1, 2009, the date John applies for Medicaid; the look-back period runs backward 

 
The period of ineligibility begins on: 
• April 1, 2009 
• April 1, 2007 
 Answer: 
 April 1, 2009, the date John applies for Medicaid; the penalty period runs forward; John 

will qualify for benefits on December 1, 2010, 20 months ($100,000/$5,000) after applying 
for Medicaid 
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Asset Treatment:  
Individuals and Couples 

Individual Couples Community Spouse Resource Allowance 
(CSRA) 

Medicaid considers all assets classified as 
countable to be spent on skilled nursing home 
care before eligibility is granted.   
  
The individual would be allowed to keep 
assets considered non-countable: 
  
• Cash allowance ($2,000-$3,000) 
•  Prepaid funeral (some states limit its cost) 
• Term life insurance 
• Business assets, if applicant derives 

livelihood from them 
• A car for personal use (some states cap its 

value) 
• Personal items 
• Primary residence if it does not exceed a 

cap set by the state of either $______ or 
$______. 

All countable assets in a marriage are 
considered jointly held and available to be 
spent on the institutionalized spouse, subject 
to certain spousal allowance limits.  A 
provision called the spousal impoverishment 
rule allows the community spouse to retain a 
certain amount of assets and income.  Beyond 
this allowance, all of the couple’s assets, 
earned by and held in the name of either 
partner or jointly, are generally considered 
countable and available to fund the 
institutionalized spouse’s care.   
  
This is the case even if: 
• there is a premarital agreement 
• they were never contributed to by the 

institutionalized spouse  
• even if the couple lives in a community-

property state (where assets brought into 
the marriage are not subject to division in a 
divorce.) 

 There is an exception to this rule in some 
states.  If the community spouse has a tax-
qualified plan that currently prohibits access 
to its assets, it might not be considered as 
part of the institutionalized spouse’s asset.  
Please check your state policy on qualified 
plans for community spouses who have not 
retired. 

A snapshot is taken of the couple’s assets on 
the day the spouse goes into a medical 
institution or nursing home where he is 
expected to stay more than 30 days.   
  
The community spouse gets to keep a certain 
amount of those assets, calculated by the 
community spouse resource allowance (CSRA) 
formula.  The CSRA was established to allow 
the community spouse to survive financially if 
her spouse needed SNF care.   
  
The community spouse is allowed to keep half 
of the couple’s combined assets, but: 

No LESS than a minimum (called the floor)  
$_________ (your state) 

and no MORE than a maximum (the ceiling) 
$_________ (your state) 
  
Assets in excess of the ceiling are required to 
be spent down on the institutionalized 
spouse’s care. 
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Please get your state’s minimum and maximum off this years Partnership and Medicaid Addendum.



Raising the Floor 
• States have the option of raising the minimum 

(floor).  

• Some states have raised it to the maximum (the 
ceiling).  

– In those states, the community spouse gets to keep 
the maximum in combined assets and must spend 
down assets above the maximum on the 
institutionalized spouse’s care. 
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Income Qualification for Medicaid 
Individuals 

Individuals Spend Down States Income Cap States 

All income, regardless of how 
earned or when received, is 
considered available to be spent 
on the Medicaid beneficiary’s 
care, with three exceptions: 
 
•Personal monthly needs 
allowance, usually between $30-
$60 per month to cover such 
items as clothing, toiletries, and 
medical expenses not covered by 
Medicare or Medicaid 
•The beneficiary’s Medicare Part B  
  premiums 
• Medicare supplement insurance  
  premiums 

More than half the states employ 
a so-called spend-down program 
in which the beneficiary’s monthly 
income goes to the nursing home, 
with Medicaid making up any 
difference.   
  
The only condition is that, in the 
aggregate, the monthly income 
must be less than the private cost 
of a room.  
  
Therefore, if an individual has 
enough income to pay for their 
own care, regardless of if they 
meet the asset criteria, Medicaid 
will not pay for their care. 
  
  
Is your state an income cap state 
or a spend down state? 
_________________ 

The remaining states are 
considered “income cap states” 
and eligibility for Medicaid 
benefits is barred if the nursing 
home resident's income exceeds 
$________a month. 
 
A Miller Trust allows the excess 
above this amount to be paid into 
a qualified income trust, into 
which all income is deposited and 
from which distributions under 
the cap may be made to the 
nursing home.  
 
Please remember that in a cap 
state, a Medicaid applicant’s 
income will still have to be spent 
on his care, even if it is under the 
cap; the cap only determines 
eligibility.  
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Qualified Income Trusts 
• The rules that allow states to set a cap also provide a 

means to circumvent it, via setting up a Miller Trust. 

• Established either by the family of the applicant or the 
nursing facility, the trust must provide that: 
– Beneficiary be the Medicaid applicant 

– Applicant’s income be paid into the trust 

– Beneficiary (the applicant) receive a monthly personal needs allowance 

– Applicant’s spouse, if any, be paid a sum equal to the minimum monthly 
maintenance needs allowance 

– Trustee distribute to the nursing home to pay for the applicant’s care, an 
amount less than the current cap 

• The balance remains in trust, and at the death of the 
applicant, the trust turns the balance over to the state 

M
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Income: Couples 
Income MMMNA Raise the Floor 

The community spouse’s 
monthly income is never 
used in determining 
eligibility for the 
institutionalized spouse. 

The community spouse is 
allowed to keep a 
minimum monthly 
maintenance needs 
allowance (MMMNA) of 
no less than the minimum 
known as the floor which 
for your state is 
$_________  
  

Each state has the right to 
raise the floor (minimum) 
up to a maximum which 
for your state is  $______ 
to allow the community 
spouse to keep more 
income.   
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THE PARTNERSHIP 
PROGRAM 

 History 

 Partnership Expansion 

 Policy Requirements 

 Inflation Protection 

 Asset Protection 

 Reciprocity 

 Suitability 



Original 4 Partnership States 
• In 1988 The Robert Wood Johnson Foundation 

sponsored and provided financial grants to 
demonstration projects in four states 
– California, Connecticut, Indiana, and New York 

• The U.S. Department of Health and Human Services 
(HHS) gave these states permission to modify their 
Medicaid eligibility rules to provide additional asset 
protection 

• All four states offer dollar-for-dollar approach to asset 
protection 
– New York and Indiana also offer an alternative called “total 

asset” protection 
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Halt of Future Partnerships 
• Federal Omnibus Budget Act of 1993 (OBRA 93) halted the 

growth of new Partnership programs 

• New  programs were required to apply estate recovery to 
protected assets 

• An individual with a Partnership policy could protect assets 
as long as  they were living, but the state would have to 
recover from the estate 

• The original 4 programs were exempted from this rule 
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DRA – Partnership Expansion 
• The DRA paved the way for other states to participate in 

Partnership programs 

• The DRA lifted the estate recovery requirement put in place 
by OBRA ‘93 

• Policyholders with the DRA Partnership policies can protect 
their assets after death, just like the original 4 Partnership 
states 
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DRA – Partnership Expansion 
 Partnership program helps fund long-term care needs 

through a collaborative effort between the public sector 
(state government) and the private sector (insurance 
carriers) 

 The goal of the program is to increase the number of people 
that purchase long-term care insurance, to help reduce the 
number of people that eventually apply for Medicaid 

 To establish a Partnership program the state files a “state 
plan amendment” which changes their Medicaid eligibility 
rules 
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State Implementation 
• The DRA allows each state to implement a Partnership 

program 

• The DRA imposes certain requirements, but leaves some 
rules up to the state 

• The state must file a State Plan Amendment (SPA) with the 
Centers for Medicare and Medicaid Services (CMS) which is 
part of the Department of Health and Human Services (HHS) 

• An SPA gives the state the ability to request federal approval 
to make changes to their Medicaid program 
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The Partnership Program 
• A resident of a Partnership state purchases a tax-qualified 

long-term care insurance policy 

• The policy must meet all state specific requirements 

• When the policyholder goes on claim the policy pays 
benefits 

• When they can no longer afford any co-payments they have, 
or exhaust their benefits they can apply for Medicaid 
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The Partnership Program 
• Since the state has amended their Medicaid 

eligibility rules, they are allowed to protect assets 
that would have otherwise been spent on their care 

– Dollar for Dollar Asset Protection 

– Every dollar of benefits paid equals a dollar of assets that 
can be protected 

• These assets will remain exempt (protected) even 
upon death 
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Partnership Program Status 
The majority of states have Partnership programs 
approved.  
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Partnership Policy 
Requirements 

 Covers an insured who was a resident of the state when 
coverage first became effective 

 Is a tax-qualified (TQ) policy under IRC section 7702B 

 Is issued after the State’s Partnership effective date 

 Meets certain consumer protection requirements (based 
on the NAIC 2000 Model Act and Regulation) 

 Policy has correct inflation protection (next slide) 
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Inflation Protection Requirements 
• Main difference between a Partnership policy and a 

non-Partnership policy is inflation protection 

• Requirements are based on age the policyholder is 
when their LTC insurance becomes effective  

• Inflation protection is important so that 
policyholders have adequate coverage when 
needed 
– If they don’t they may end up on Medicaid anyway, 

which would defeat the purpose of the Partnership 
program 
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Inflation Protection 
Age Required Inflation Protection 
60 and younger Compound inflation protection* 
61-75 Compound inflation protection* 

Simple inflation protection 
76 and older Must offer one of the inflation protection options above, but 

not required to purchase any 

THE PARTN
ERSHIP PRO

G
RAM

 

*Most states allow CPI inflation protection to count as compound.   
Check with your state and carrier(s). 



Partnership Policy 
• Unlike the 4 Partnership states, carriers are NOT 

developing new policies for Partnership policies 

• Carriers are certifying their existing policies as 
Partnership policies 

• There are not separate applications, illustration 
software, etc.  

• You do not select on the application if you want a 
Partnership policy 

• Carriers are automatically issuing all policies as 
Partnership policies provided the appropriate 
inflation protection has been selected 
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Dropping Inflation Protection 
• It is up to each state to determine what happens when a 

policyholder drops or changes their inflation protection 

• Unless a state indicates to the contrary,  policyholders 
may reduce inflation coverage within the DRA specified 
age tiers without losing DRA Partnership status 

Example 1 

 Age 58 purchaser buys 5% compound at issue 

 At age 61, purchaser reduces coverage to simple inflation 

 

Example 2 

 Age 58 purchaser buys CPI at issue 

 At age 76, purchaser drops inflation protection coverage 
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Aging Into Inflation Protection 
• Unless specified by a state, a policyholder cannot “age 

into” a Partnership Policy 

• The policy must meet Partnership requirements on the 
date the policy is issued 

Example 

 Policyholder age 50 elects simple inflation protection 

 Policy does not qualify as Partnership policy 

 Policy does not earn Partnership status when policyholder turns 61 

THE PARTN
ERSHIP PRO

G
RAM

 



Loss of Partnership Policy Status 
• Policyholder drops inflation protection and based on 

age no longer meets DRA inflation requirements 

• Policyholder moves to a state that does not maintain a 
DRA Partnership program 

• Policyholder moves to a state that does not recognize 
the specific policy as a DRA Partnership Policy  

• The DRA Partnership program is modified or 
discontinued 

• Federal or state law changes 
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Dollar for Dollar Asset Protection 
• Under the DRA, states are allowed to develop LTC 

partnerships using the “dollar-for-dollar” asset 
protection model 

– Dollar-for-dollar policies protect a specific amount of 
personal assets 

– For every dollar that an LTC Partnership insurance policy 
pays out in benefits, a dollar of assets can be protected 
during the Medicaid eligibility determination. 

– The amount protected is calculated based on the amount 
of benefits paid by the LTC insurance company on the 
policyholder’s behalf 

– It is not equal to the amount of the premiums paid and not 
necessarily equal to the benefit maximum. 
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Exhaustion of Benefits 
• The DRA allows policyholders to apply for benefits prior to 

exhausting benefits 

– States can choose to mandate exhaustion of benefits: 
Oklahoma has done this  

• The amount of assets that can be protected is equivalent to 
the benefits paid at the time of application for Medicaid 

• If the policyholder has NOT exhausted benefits and applies 
for Medicaid, no further long-term care benefits will qualify 
for asset protection 

• If the policyholder has exhausted benefits, they would 
receive asset protection for the total amount of benefits 
paid under the long-term care insurance policy 
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Why Apply  
Prior to Exhausting Benefits? 

• The policyholder’s LTCi policy may have already 
paid out the equivalent to the amount of assets 
they need to protect 

• The policyholder may have a co-pay that is 
depleting their assets 

–  If they are eligible for Medicaid they could stop 
paying the co-pay out of their own pocket and 
instead access Medicaid benefits 
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Indemnity or Reimbursement 
Benefits 

• DRA specified that all benefits received by a 
Partnership policy would count in determining 
asset protection 

– Reimbursement 

– Indemnity 

– Cash  

• The original four Partnership programs only provide 
asset protection for reimbursement policies 
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Partnership Program Medicaid 
Spend Down 

Non-Exempt 
Assets 

LTC Insurance 
Benefits Paid 

Medicaid Spend 
Down 
Requirements* 

Person A $50,000 $50,000 $0 
Person B $200,000 $180,000 $20,000 
Person C $1,000,000 $500,000 $500,000 
Person D $200,000 $0 $200,000 THE PARTN
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*Each person also keeps the cash allowance their state allows. 



Asset Protection Reciprocity 
• DRA allows for asset protection reciprocity 

– Residents with a DRA Partnership policy can move to 
another DRA Partnership state and have asset 
protection 

• States can OPT out and not offer asset protection 

– As of January 1, 2011 all of the DRA states asset 
protection reciprocity.  

• As of January, 2013, CT, IN and NY have opted into  
reciprocity with the DRA Partnership states 
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Carrier Reporting 
• Medicaid offices need to know benefits paid to a 

policyholder so they can calculate what assets are 
protected when the applicant applies for Medicaid 

• Data will also help Federal and State government 
evaluate the success of the Partnership programs 
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Partnership Suitability 
• Medicaid Eligibility and Covered Services are not 

guaranteed 

– Policyholders must still apply and meet Medicaid 
criteria in their state 

– Medicaid benefits may change in the future 

– Income and asset eligibility guidelines could change 

– Covered services may vary from state to state 
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Partnership Suitability 
• Federal and state governments have the right to 

modify or discontinue Partnership programs. 
Existing Partnership policyholders would likely be 
grandfathered  

• Partnership programs do not protect all of the 
policyholder’s assets 

• If a policyholder moves to another state, they may 
not have asset protection if that state had not 
adopted reciprocity for asset protection, or if they 
had not implemented a Partnership program 
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Partnership Suitability 
• Asset protection can only protect the value of the 

home if the amount of the home equity is less than 
the amount of assets that can be protected from 
the Partnership policy 
– Remember, Medicaid eligibility will be denied if the 

individual applicant has a home worth more than 
$______ or $______ 

 This does not apply if house is occupied by the 
spouse. 

• Partnership policy benefits cannot be used to “buy 
down” home equity that is above the limit.  
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LONG-TERM CARE 
SERVICES AND 
PROVIDERS 

 Home Care 

 Adult Day Care 

 Community Services 

 Nursing Homes 

 Assisted Living Facilities 

 Board and Care 

 Continuing Care Retirement 
Communities 



Home Care Overview 
• Individuals want to “age in place” and remain at 

home 

• This has created a diverse and dynamic home care 
service industry and a variety of service providers  

• Caregivers can be hired through an agency, registry, 
or privately 

• States vary in regulations and licensing 
requirements  
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Home Health Care – Skilled Services 
• Provided by nurses, therapists, or specially trained 

home health aides  

• Physician supervision 

• Required after an acute event once patient has 
been discharged from hospital 
– Example 

• Heart Attack 

• Stroke 

• Provided on a “visit” basis (not all day) 

• Paid for by Medicare, private pay, LTC insurance 

THE PARTN
ERSHIP PRO

G
RAM

 



Home Care Custodial or Supportive 
• Provided by  

– Home health aides 

– Nursing assistants 

– Caregivers 

– Homemaker 

• Assistance with shopping, meal preparation, 
companionship 

• Provides hands-on assistance to people in their 
homes who need help with  
– Activities of daily living 

– Cognitive impairment 
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Continuing Care Retirement 
Community 

• Move in while healthy and independent with the 
goal to live their remainder of life life 

• Includes: Independent living, Assisted Living and Skilled 
Nursing Care 

• Different options 

– Buy in ($50K to $500K) with monthly fees  

– Rental- monthly fee 
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Presentation Notes
Continuing Care Retirement Community (CCRC) Most CCRCs are a mixture of many different housing options.  Most offer apartments or town houses for independent and assisted living, and a skilled nursing facility.  Residents often move to a CCRC when they can still care for themselves, but they do not want the upkeep and maintenance of caring for their home anymore.  Their plan is to spend the rest of their lives in the CCRC.Continuing Care Retirement Community con’tRegulations of CCRCs vary depending on each state. The written terms of the contract signed by the resident vary dramatically. Most CCRCs require an entrance fee, while others are pure rentals. Some CCRCs’ buy-in fees are as low as $50,000 and as high as $500,000. The person moving into a CCRC typically uses the proceeds from the sale of his or her primary residence to pay the entrance fee.  In addition to the entrance fee, most CCRCs also charge monthly service fees. This monthly service fee is usually the same for all residents.  However, in some CCRCs, the fee increases as the resident’s demand for services increases.  For example, it takes more labor to provide care for someone needing skilled nursing care, which results in higher charges. In exchange for these monthly payments, a lifetime of worry-free care is provided to the resident. Most CCRC residents enjoy having that peace of mind.  Even in the best of times, residents can expect increases in monthly fees regardless of their level of care because of rising costs.  Some CCRCs use a uniform fee regardless of care level. This is very appealing to some people who want to keep a level monthly expenditure without regard to what the future may hold.   Healthy individuals will need little in way of supervision, assistance and medical care. As time goes on, the healthy individual may need assistance with housekeeping, management of medicines, activities of daily living, and finally, custodial care. This demand for increased services may not happen for five or ten years. The contract outlines what percentage of the entrance fee will be reimbursed to the residents or their estates when they move or die. “Refund” rates would typically be 70 to 90 percent of entrance fee. The CCRC uses the interest earned on the entrance fee to pay for services. Residents may be responsible for paying income tax on the interest income under the Deficit Reduction Act (DRA) of 2005. The Internal Revenue Service has not ruled on this recent change.  One challenge to be aware of with CCRCs is that the community could encounter a financial problem which could cause problems for the residents.  If it is a rental CCRC, they could simply move to another community.  However, if they have paid a large entrance fee, it could be lost in a bankruptcy. This could be at a point in time when they need long-term care the most.  Therefore, it is recommended that the potential residents and their family members research the CCRC thoroughly.   Some CCRCs use a true real estate trust. Units are bought and sold like a condominium when residents move or die. Profit on a unit can be made if it becomes more desirable. On the other hand, money can be lost if the property declines in value.



Assisted Living Facilities 
• Fastest growing type of care 
• Assistance with ADL’s and supervision due to cognitive 

impairment 
– Generally do not provide skilled care 

• 3 to 300 residents 
• Single rooms without kitchens to two bedroom 

apartments with kitchens 

• Common areas for activities and dining 

• Housekeeping, laundry and transportation 

• Specialized care for Alzheimer’s patients 

• Residents must go to nursing homes if they become 
unable to walk or bear their own weight 
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Assisted Living Facilities (ALF) Formal care is provided in Assisted Living Facilities as well.  These facilities have grown tremendously in the past decade and are currently the fastest growing type of care.  People would prefer to receive care in an ALF as opposed to a nursing home.  Although an individual that lives alone could receive care in their home, it is often a lot safer for them to live in an ALF.  In addition to the care, the socialization that an ALF offers can benefit the individual as opposed to being home all alone. ALFs provide residents assistance with activities of daily living, or supervision due to cognitive impairments.  The actual care that is needed is either included with the monthly fee or the residents are charged according to the level of services they require. ALFs generally do not provide skilled care, which is why they cost less then a nursing facility.  Some ALFs include certain types of care with the monthly fee, while others make services available based on the residents’ needs and willingness to pay for specific services.  ALFs may provide care for three residents or hundreds of residents. ALFs range from single rooms without kitchens, to two bedroom apartments with kitchens.  Some units are in a building, while others are detached houses or cottages in a campus-like setting. This type of care arrangement can accommodate spouses or partners as well. (There is usually a second person fee to cover meals and utilities).



Nursing Homes or Skilled Nursing 
Facilities 

• Provide 24 hour care 

– Skilled, intermediate and custodial care 

• Short-term and long-term care stays 

• Specialized care for cognitively impaired residents 

• Paid for by Medicare, Medicaid, private pay and 
long-term care insurance 
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Nursing Homes or Skilled Nursing Facilities (SNF)  These facilities provide 24 hour skilled, intermediate and custodial care.  Residents of these facilities are admitted for both short and long-term care stays.     Short term stays occur when an individual has been admitted to the facility for rehabilitation (skilled care), or to recuperate, with the goal being to return home.   For example, an individual has a stroke and is admitted to the hospital for a three day stay.  Unable to return home, the individual is discharged to a skilled nursing facility for rehabilitation and until they are able to return home.  As you will learn in a chapter 3, these kinds of stays are usually paid for by Medicare. An individual that is admitted to nursing facilities for a long-term stay has probably been receiving care in their home, and the care giving has become overwhelming for the individual’s family and friends. The care may be skilled in nature, or require 24 hour on demand care.    Some nursing homes provide specialized services such as caring for cognitively impaired residents.  Nursing homes are paid for by Medicaid, Medicare, out of pocket and private insurance.  There are strict criteria for Medicare to pay for nursing homes.  This will be covered in more detail later. In addition to the daily or monthly rate that facilities charge, most of them charge extra for services such as diapers, laundry, medications, etc. 



Questions 

This concludes the  
4 Hour LTC Refresher Course 

 
 
 

Be sure to turn in your Individual Attendance Record 
before leaving the room! 

Presenter
Presentation Notes
QUESTIONS: You should have some time to answer a few questions here to close out the presentation. Be sure to collect the attendance form for all 4 hour attendees. They can be dismissed once they turn that in.
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