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What every producer needs  
to know about Asset-Care® III
A large amount of money has been 

flowing into IRAs in recent years. 

Assets in IRAs totaled an estimated 

$5.4 trillion as of year-end 2012. 

(Investment Company Institute, 

May 2013) You have an opportunity 

to provide your clients a unique 

solution with their individual 

retirement account (IRA) money, 

and gain them needed protection  

for long-term care (LTC) expenses.

Frequently asked questions

Asset-Care III allows your clients to use their  
IRAs for LTC expenses and turn taxable dollars 
into income tax-free dollars for their heirs. 
Asset-Care III includes an IRA annuity that 
automatically funds a 20-pay whole life insurance 
policy each year. 

How do the withdrawals from the Asset-Care III 
IRA annuity work to fund the life policy?
Each year, a withdrawal is taken (which is taxable 
to the owner) from the Asset-Care III IRA annuity 
until the 20-pay life insurance policy is paid up  
and the annuity is exhausted. The annual 
withdrawal is approximately 6.5 percent of the 
initial annuity premium.

How does the required minimum  
distribution (RMD) feature work on the  
Asset-Care III IRA annuity?
When the client turns 70½, we will calculate the 
RMD based upon the IRA cash value we have. If  
the required withdrawal to meet the RMD is greater 
than the withdrawal to fund the 20-pay life policy, 
we will send the difference to the client with no 
surrender charge. State Life will continue the RMD 
for as long as there is a balance in the annuity.
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What happens to the Asset-Care III IRA  
annuity at the death of the owner/annuitant?
Generally, if the spouse is the beneficiary and 
a joint insured, then the spouse may take over 
the IRA and continue to fund the Asset-Care 
III life policy. If a non-spouse is the beneficiary, 
the IRA proceeds will be taxable income to the 
beneficiaries and must be distributed according to 
IRS rules. If the life policy has a surviving insured, 
this could prevent the IRA annuity from funding 
the life policy. On joint life Asset-Care III policies, it 
is recommended that the spouse be the beneficiary 
of the IRA annuity, so the surviving spouse may 
continue funding the joint life policy.

How are LTC benefits from the  
Asset-Care III IRA annuity taxed?
Withdrawals from an IRA are taxable income. 
However, they may be tax-deductible as 
unreimbursed medical expenses (to the extent  
the taxpayer itemizes and all expenses exceed  
7.5 percent of the taxpayer’s adjusted gross income).

How are LTC benefits from the  
Asset-Care III life insurance policy taxed?
Long-term care benefits from the Asset-Care III life 
policy are intended to be tax-qualified and therefore 
income tax-free for qualifying long-term care.

How is the Asset-Care III life insurance  
policy taxed at the death of the insured?
When the insured dies, or the second insured  
on a joint policy dies, the death benefit of the life 
policy passes income tax-free to the insured’s 
named beneficiary.

Why is Waiver of Premium  
important on Asset-Care III?
If your clients select Waiver of Premium on Asset-
Care III, then at the time we begin paying their 
LTC claim, they will not be required to take the 
annuity withdrawal to pay for the life policy 
premium. Waiver of premium makes this life 
policy premium payment. This can be beneficial 
if a claim occurs anytime during the 20-year 
premium paying period. Premium on the life 
policy would again be due after the insured(s) stop 
receiving LTC payments.

What if the client is under age 59½ and  
wants to purchase Asset-Care III without 
incurring a 10 percent tax penalty on  
premature withdrawals?
There is an option to pay the life policy premium 
out of pocket prior to age 59½. Contact the Sales 
Desk at 1-800-275-5101 for more information.

Notes: Products and financial services provided 
by The State Life Insurance Company. Asset-Care 
is whole life insurance that allows prepayment 
of the death benefit for qualifying long-term care 
expenses. Long-term care benefits paid reduce 
the death benefit on a dollar for dollar basis. It 
is medically underwritten and issued by The 
State Life Insurance Company, Indianapolis, IN. 
State Life policy forms: L301, R518, R519 (or state 
variation), SA31. Not available in all states. Neither 
State Life nor their representative provide tax or 
legal advice.  For answers to specific questions 
and before making any decisions, please consult a 
qualified attorney or tax advisor.
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