Income from 1099-LTC

Here is some info about the form:
Instructions for Policyholder: A payer, such as an insurance company or a viatical settlement provider, must
give this form to you for payments made under a long-term care insurance contract or for accelerated death
benefits. Payments include those made directly to you (or to the insured) and those made to third parties.
A long-term care insurance contract provides coverage of expenses for longterm care services for an
individual who has been certified by a licensed health care practitioner as chronically ill. A life insurance
company or viatical settlement provider may pay accelerated death benefits if the insured has been certified
by either a physician as terminally ill or by a licensed health care practitioner as chronically ill. Long-term
care insurance contract.
Generally, amounts received under a qualified long-term care insurance contract are excluded from your
income. However, if payments are made on a per diem basis, the amount you may exclude is limited. The
per diem exclusion limit must be allocated among all policyholders who own qualified long-term care
insurance contracts for the same insured. See Pub. 525, and Form 8853 and its instructions for more
information.

Per diem basis. This means the payments were made on any periodic basis without regard to the actual
expenses incurred during the period to which the payments relate.
Accelerated death benefits. Amounts paid as accelerated death benefits are fully excludable from your
income if the insured has been certified by a physician as terminally ill. Accelerated death benefits paid on
behalf of individuals who are certified as chronically ill are excludable from income to the same extent they
would be if paid under a qualified long-term care insurance contract.

Very simple to file— Search for Form 8853 and scroll to the bottom— see next page for a sample one
completed

In this example, Form 1099-LTC Box 1 listed $18,000 of benefits paid. Client was in nursing facility and was
chronically ill for 95 days. All monies received went to pay for the cost of the care in the facility. The client
did not receive any reimbursement from anyone.

Now your client’s case may be
different than this, but this CLIENT
received $18,000, it was all from
LTC contracts, she was in LTC sick
for 95 days, the costs incurred
were $18,000 and they have not
been nor do they expect to receive
any reimbursements.

This is now reported and does not
affect income.

If not all was used for LTC or part
was reimbursed, then that portion
gets taxed.

