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LONG TERM CARE INSURANCE AND THE STATE PARTNERSHIPS

In order to help Americans take greater responsibility for their future long term care needs, 
Congress passed the Deficit Reduction Act of 2005 (DRA). The Act contains incentives to 
encourage better planning for the risk of needing long term care services in the future and to 
purchase long term care insurance as a method of funding to help cover those needs.

Under the DRA, each state may choose to develop its own public-private partnership 
between the state and quality long term care insurance companies that offer long term care 
insurance partnership-qualified policies. These partnership-qualified policies are required to 
meet both the rigorous requirements of the federal regulation and of the states.

Partnership policies are a special kind of long term care insurance that offers benefits  
to pay for long term care costs. In addition, to the extent that claims are paid under a 
partnership-qualified policy, the state will provide an equivalent amount of asset  
protection should you ever need to apply for Medicaid.

MEDICAID ASSET PROTECTION 

Each state’s Medicaid program has stringent limits on how much you can keep in assets and 
income when it is time to apply. If you have assets in excess of that limit, you are required to 
“spend down” those assets before you can qualify for Medicaid. This means that the dollar 
value of those assets must be paid for your long term care services first, before you will be 
eligible to receive Medicaid. However, if you purchase a partnership-qualified policy and 
receive long term care services, the state allows you to protect additional assets from the 
Medicaid “spend down” rules, if you need to qualify in the future. Medicaid asset protection 
is provided by the state, NOT the insurance company.

For each dollar of benefits paid under a long term care insurance partnership-qualified 
policy, one dollar of personal assets is not counted or is “disregarded” toward the eligibility 
limit for Medicaid. This means you get to keep those assets and don’t have to spend them 
before qualifying for Medicaid. The disregarded assets are available for you to do with as 
you please such as being available for you to leave to a loved one, for example. The amount 
of assets you can keep is in addition to the amount that the state normally allows. Another 
advantage is that the state will not seek to recover those amounts from your estate. 

Please be aware that each state also evaluates the amount of income a person receives and 
places a limit on that as well. Any income you receive in excess of the Medicaid limit will be 
required to be used to pay for your long term care services. A qualified partnership policy 
has no effect on the income limit.

It is important to point out that purchase of a long term care insurance partnership-qualified policy 
does not automatically qualify you for Medicaid in any state. You will still have to apply and be 
accepted by the state.



PARTICIPATING STATES

Because the DRA allows states to decide if they want to form a DRA partnership, not all 
states currently have one. In order to earn state asset protection, you have to purchase a 
policy that qualifies for the partnership in the state where you live. If you want to know if your 
state has a long term care partnership, you may ask your insurance agent. You can also check 
with your state’s insurance department or online at longtermcare.gov. 

Policies that do not meet the requirements of the state’s partnership do not qualify for state  
asset protection. You can tell if the policy you are buying is a partnership-qualified policy 
by checking with your insurance agent. Also, when your long term care insurance policy is 
issued, the insurance company will provide you with a written document identifying it as a  
partnership-qualified policy. 

Each participating state’s long term care partnership is slightly different. Generally, the 
requirements for long term care insurance partnership-qualified policies are that you must 
buy a long term care policy in the state in which you live as of the date of issue; and you must 
buy inflation protection based on your age at the time of policy issue. Inflation protection 
allows your policy’s benefits to increase annually to help keep pace with inflation.

The DRA federal guidelines for inflation protection are:

• If you are under age 61, you must buy compound annual inflation protection.

• If you are age 61-75, you must buy some type of annual inflation protection.

• If you are age 76 or older, inflation protection may be purchased, but none is required. 
Therefore, every policy issued to a person 76 or older automatically is a qualified 
partnership policy if it is issued in a state with a DRA Partnership.

Each state is allowed to specify the percentages and types of inflation protection required in 
order for a policy to qualify as a long term care partnership policy in their state. They may 
or may not be as noted above. Please be sure to check with the insurance agent or state 
Medicaid office.

Important
Professionally trained long term care insurance agents are the only 
ones who can offer long term care partnership policies. Purchasing 
a qualified partnership long term care insurance policy does not 
automatically qualify you for Medicaid. You will still have to apply 
and be accepted.
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The coverage advertised may meet the requirements for participation in a Long-Term Care Insurance Partnership Program in some states. Under this program, the 
policyholder may be able to protect assets from Medicaid spend-down requirements through a feature known as “asset disregard.” Nothing in a policy or certificate 
issued by a company is a guarantee of Medicaid eligibility, nor a guarantee of any ability to disregard assets for purposes of Medicaid eligibility. Please also note that 
states do not take part in company-specific marketing plans, and states do not endorse specific companies or company specific policy and certificate forms. If you 
have questions about the availability of this program in your state, please contact the company or your state insurance department.

Neither Transamerica nor its agents or representatives may provide tax or legal advice. Anyone to whom this material is promoted, marketed, or recommended 
should consult with and rely on their own independent tax and legal advisors regarding their particular situation and the concepts presented herein.

This is a solicitation for long term care insurance and a licensed insurance agent/producer will contact you.

This is an individual Long Term Care Insurance policy underwritten by Transamerica Life Insurance Company, Cedar Rapids, Iowa. Qualifying for benefits is required. 
Premiums and benefits vary depending upon plan selected. For details regarding exclusions, limitations, and reductions, please contact your licensed insurance 
agent/producer. Policy ICC13 TLC-4 or ICC10 TLC-3; or TLC 3-P 0313 or TLC 2-P 0410. Administrative Office: PO Box 869093, Plano, Texas 75086-9093.
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What happens if I decide to move to another state after my partnership-qualified long term care 
insurance policy has been issued?

Your long term care insurance policy will pay benefits in any state as long as you meet the eligibility 
rules for those benefits. However, if you move to a state without a qualified partnership or one  
which does not recognize your policy as meeting its requirements, it may change your policy’s 
qualified partnership status. Under the DRA, every state is allowed to make some decisions about 
which inflation protection options it will accept. What qualifies in one state may not qualify in a 
different one.

If you move, you will need to check with the insurance department of the new state you live in or 
the state Medicaid office to see if they will accept your out-of-state policy as a partnership-qualified 
policy and therefore continue to grant you asset protection. As of 2018, all states with a DRA 
Partnership accept partnership-qualified policies from other states as meeting their inflation protection 
requirements, so they will continue to grant state asset protection in the new state. This may change in 
the future, so please be sure to check with your new state when you move.

What if I want to make changes to my policy after issue?

If you make a change to your policy after issue, it could change the partnership qualification and 
therefore may not earn asset protection on a going-forward basis. (You will not lose the amount of 
state asset protection you have already earned.) 

While some changes won’t make any difference to its partnership status, check with your insurance 
company or state Medicaid office to make sure that the change you want to make will not affect your 
long term care insurance policy’s qualified status before you go ahead with it.

Let’s start the conversation together.

Visit: transamerica.com

Contact: Your insurance agent

http://www.transamerica.com

