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New Long Term Care products 

provide favorable tax treatment 
 

 

Premiums paid from a C-Tax Status Entity are deductible as 

health insurance premiums, while benefits received from the 

policy are untaxed.  
 

The Insurance Industry has long searched for a profitable Long 

Term Care product, and the newest product offerings are built 

around a life insurance chassis that can provide preferential 

tax treatment, given proper planning. 

 

The cash value in the contract (your money) supports the 

Long Term Care benefit. The “insurance” is the Long Term 

Care benefit in excess of the actual cash values. 
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For our doctors, there is a lot to like about this structure: 
 

• The premium paying period can be 

limited to 5, 7, or 10 years. After that time, 

no more premiums are required for a 

lifetime of benefit. 

• There is a Life Insurance Death Benefit. 

• 100% of premiums can be refunded “less 

any claims” at any time in the contract life 

(Pacific Life Premier Care contract). 
 

As the contracts are considered “Qualified Long Term Care,” this exempts all 

benefits received for care from tax. Since they are built around Life Insurance 

Structures, they are not normally eligible for pre-tax treatment.  

However, for our long-time clients, Long Term Care Insurance is funded with pre-

tax earnings out of their practice and fully paid for over 10 years. They enjoy a 

lifetime of coverage with inflation adjusted benefits and a return of 100% of 

premiums to their designated beneficiary at death. 

 

Long Term Care Coordination Services 

Funding of Long Term Care expenses is just the financial side of Long Term Care Insurance. 

As those who have been care-givers or care-coordinators for loved ones know, there is 

much more to coordinating the needs of a patient. With this in mind, we are 

recommending 10-pay, return of premium Long Term Care paired with coordination 

expertise from licensed health practitioners. We recommend this product and service 

combination specifically because it allows payment of premiums from the practice while 

working, ensuring lifetime coverage with no further obligations. Several reputable 

companies can provide the companion coordination service. 
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Financial Planning for Long Term Care 

In the United States, Medicaid actually funds over 80% of the Nursing Home Care 

expenses. Many attorneys and planners specialize in the arrangement of their client’s 

affairs in order to qualify as eligible for Medicaid. For our Doctors, this is not an acceptable 

or an appealing strategy. 

If it is expected that long term care services will be needed beginning in the nearer term, 

planning should begin now regarding Service Providers and a Plan of Care. A review of 

assets to fund Long Term Care will lead to recommendations for the proper Custodian, 

and Portfolio Structure for those assets. 

 

 
 

Jeffrey J. Taxman, MBA 
PFS Consulting LLC 
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www.pfsfa.com 

 

Reach out and start your 

journey from less to more. 
 

Physicians Financial Services is an independent financial 

services firm specializing in the unique financial needs of 

doctors and their families, as well as other productive 

individuals. A national practice, PFS has administrative 

offices in Omaha, Nebraska. 

 

Contact us today to get started, and we’ll help you 

come up with strategies that are right for your needs. Ask 

us about our four-question “Loss Test” to help us 

determine if we can help you. 

 

 
Schedule a Consultation 

 
Schedule a Client Review 

 

 

Background on Long Term Care Planning 

 

Most adults in the United States know of family members or friends who have required assistance with “Activities of Daily 

Living” or “Long Term Care.” The US Department Health and Human Services projects that 7 out of 10 Americans over 

age 65 will need some sort of Long Term Care in their lifetimes.  

 

Congress has recognized the need for individuals to plan for Long Term Care expenses. As the baby boom generation 

ages, the burden on Medicaid funding LTC claims will continue to grow. Legislation was passed providing tax incentives 

for citizens to purchase insurance to fund the risk of Long Term care expenses. 
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Twenty years later, the world has changed. An extended period of ultra-low interest rates, higher than projected claims 

rates and higher than expected persistency (people do not drop their coverage) has led insurance companies to 

discontinue sales of Individual Long Term Care Insurance. Those that remain in the business are offering very high 

premiums for much more modest benefits. 

 

The U.S. Department of Health and Human Services estimated in 2014 that Long Term Care costs average $85,000 per 

year. That number is expected to grow by 3.9% per year. A nursing home stay beginning 30 years from now could cost 

$271,000 per year. 

 

The uncertainty which has developed in these contracts comes from the losses the insurance companies are 

experiencing in this line of business. When a product is not profitable and the future projections are for increasing losses, 

the insurance companies seek rate increases from the State Insurance Regulators which are routinely granted. 

 

The insurance is supposed to provide piece of mind. Unknown future rates and the failure of some insurance companies 

providing this coverage creates concern rather than piece of mind which defeats the purpose of having the insurance. 

The Insurance Industry has searched for a product design to provide the Long Term Care Insurance benefit in a 

profitable structure (stable rates and better quality service from the insurance company). 

 

In addition to risk protection, some products offer Long Term Care Coordination Services, which includes coordination 

expertise from Licensed Health Practitioners who can: 

• Help you understand your benefits 

• Guide you through claims processes and claims materials. 

• Provide assistance in location an eligible, qualified provider of service, whether you choose to receive care at home, 

through an adult day program, or in a Long Term Care facility. 

• Give assessments to quantify your care needs, including in-home visits by a nurse when appropriate. 

• Assist you and your family to construction a plan of care that meets your needs. 

• Offer care giver training to your loved ones and/or designated representative. 

• Locate supplementary support services, such as home delivered meals, transportation, housekeeping, or minor home 

modifications. 

• Provide information to ensure you find the most cost effective care and services. 

• Monitor your care needs over time. 

• Establish transition plans if you exhaust your benefits or no longer meet the eligibility requirements. 

• Provide payment options. 

 

Long Term Care Insurance policies are underwritten for the Life Insurance benefit as well as the Long Term Care risk. 

There are many types of pre-existing conditions which will cause the insurance company to turn down an application. 

Any diagnosis of cognitive impairment, Parkinson’s disease or stroke will not qualify. The inability to Activities of Daily 

Living, Diagnosis of Lung Disease, Kidney Disease, Rheumatoid Arthritis, Osteoporosis, Cancer or a handicapped parking 

permit will cause a decline of coverage. 

 

How do we solve Long Term Care for clients/dependents who are not insurable? 

 

Basic items include documenting medical directives and medical power of attorney for a trusted individual in the event 

you are unable to make decisions for yourself.  

 

For doctors or their dependents who cannot qualify for Long Term Care insurance but are not current in need of 

coverage and do not expect a need to arise in the next 10 years, a continued focus on accumulating spendable assets 

will fund retirement savings needs, as well as provide a potential pool of money to fund long-term care related expenses. 

 

Disclaimer 

 

All information provided by Physicians Financial Services is for information purposes only and is not, and does not 

constitute or intend to constitute, investment advice or any investment service. Such information also is not and should 

not be deemed to be an offer to purchase or sell or a solicitation of an offer to purchase or sell, or a recommendation to 

purchase or sell any securities or other financial instruments. The content in this promotional literature is based on sources 

that are considered reliable. No guarantee is provided on its accuracy, correctness or completeness either express or 

implied. The information provided is purely of an indicative nature and is subject to change without notice at any time. 

The information provided does not confer any rights. The value of your investment may fluctuate. Results achieved in the 

past are no guarantee of future results. You must make your own independent decisions regarding any securities or other 

financial instruments mentioned herein. You are advised to seek professional advice as to the suitability or 

appropriateness of any products and their tax, accounting, legal or regulatory implications. 
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