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Overview
Did you know?
Long term care costs may diminish a person’s assets within several years.

All of the assets that you accumulate for your retirement could be taken from you to pay
for long term care expenses.

Insuring your home or automobile is a common practice. Most people do not think twice
about it as it is a necessity in today's world. However, many people do not give much
thought to long term care.

Long term care costs can far exceed the value of your home.

\r . ﬂ“i "The average cost per year of nursing home care is $57,700."

& "By 2030, the average nursing home stay will cost
approximately half a million dollars {$458 960)."

Fplnger's Retrement Report, March 2004

TRUE STORY: Before entering the Lutheran Retirement Home in lowa in November
1997, Mrs. Philipps paid $9,480 in monthly installments of $197 over a four-year period.
Thus far, she’s collected $80,400 in benefits from the policy.

- HIAA

Protect yourself and your family by becoming educated about this potential for financial
and emotional devastation. Use this document to expand your knowledge about long
term care and the devastating effects it could bring to you and your family.
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About Long Term Care

Needing help with the activities of daily living (ADL) such as bathing, continence,
dressing, eating, toileting, and transferring is known as long term care.

Cognitive impairment such as dementia is also included. (You
might be capable of doing the activities of daily living, but forget
to turn the stove off or do not remember where you live). Long
term care insurance will help with alternatives so that you can
live with dignity should this occur.

The type of care described above, ADL's, are often referred to
as non-skilled/custodial care. They can be the result of
physical injury, iliness, old age or mental impairment.

About 40 percent are demented and about 59 percent require

assistance with four or more Activities of Daily Living (ADLs).

{lair ard Lefloowiz, 19505, Lair and Lefkowitz, 00 Mentl Health and Functioral Status of Residenis of
Mum:? ard Persanal Care Homes, Hational Medical Expenditure Suvey, Research Findings 7. HHE
\ Pub, Mo, 50-3470. Rockvile, MO Agency for Health Care Palicy and Research, 1580,
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Long Term Care | Costs
Average Annual Costs, Virginia (2009)

Home Care
$34,000 8 hours/day

Assisted Living
$32,000 (costs will vary based on size of living space, number of occupants, and level of
care needed)

Nursing or Dementia Care
$56,500 - $59,500 (costs will vary based on private vs. semiprivate room and the level of
care required).

Costs are approximate and may or may not be accurate as of today’s date. Please
contact individual facilities to confirm their current costs.

Long term care costs are growing at 5.8% per year and are
expected to triple within 20 years. (General Accounting Office 1591).

If you are B0 years old, nursing home costs average $46,000
per year. Atage 80, 20 years later, the average is expected
to be as much as $138,000 per year. How will you pay?
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Long Term Care | Facilities

Long term care is given in a variety of settings. If you can pay for it on your own or
through insurance, you have a choice of where you will receive your care. If you are
forced to liquidate your assets, you are at the mercy of the government when you are
receiving Medicaid benefits.

Long term care can be received in these places:

Nursing Home - Offers 24-hour care. There are optional private rooms but the
semiprivate rooms are the majority. Nursing homes are required to have at least one
registered nurse on duty.

S

5

home for a few hours or up to 24 hours per day to help with the

’—’“ I *g Home Health Care - A home health care provider visits your
activities of daily living.

EXAMPLE: Betty could walk when she came home from
physical therapy. However, she could not bathe or dress herself. If insured for long term
care, she could have home health aids visit each day to shower her and dress her. This
would help Betty to stay home and stay out of a nursing home.

Assisted Living - Assisted living facilities are for people who need minor assistance with
the activities of daily living. These facilities are an alternative to a nursing home and
provide many activities for the residents. Residents have their own apartment settings.

Adult Day Care - These facilities are for people whom have caregivers at home. Adult
day care provides a place where people can be cared for while the primary caregiver
goes to work or needs to attend to personal matters. This option also helps to keep you
out of a nursing home.
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Long Term Care | Insurance

Long term care protection may be one of the most important
financial positions you can have in your portfolio. It could
protect much of your assets that you have worked hard to
acquire.

Private long term care insurance offers the most cost efficient
means of collectively meeting the financial risks often

associated with long term care.
{Health and Human Services Long Term Care Task Force Study 1988).

Long term care insurance helps you:

e Stay home as long as possible

e Protect your assets

e Preserve your independence

o Keep your dignity

e Choose your place of care

o Keep a peace of mind

o Ensures quality of life for your caregiver

Roughly 79 percent of these people live at home or
elsewhere in the community rather than in institutions.

Almost half are under 65 years of age. (Research Alert, November 8,
2000, Agency for Healthcare Research and Quality, Rockville, MD).

Copyright, 2009 | Innovative Insurance Solutions Ltd. | 434.979.7588

11



Long Term Care | Insurer Review

Long term care is expensive. Therefore, it is important as with any insurer, to check the
company's financial strength.

The baby boomers are one of the largest aging groups. As they age, their need for long
term care will increase and the financial burden on the insurers will increase rapidly.

For financially solid insurance companies who prepare for this

S burden, your policy premiums should remain affordable. If an insurer
2. is not financially strong, your premiums could increase rapidly and
become unaffordable.

Be sure to check the financial ratings on a regular basis. You can do this quickly by
referring to one or more of the major rating companies:

A.M. Best
www.ambest.com

Standard & Poors
WWW.Sp.com

Moody's
www.moodys.com
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Long Term Care | Policy Details

A properly structured long term care policy could provide at minimum the following
benefits:

Nursing Home Benefits Home Care Benefits
Assisted Living Benefits Respite Care
Inflation Protection Waiver of Premium

Nursing Home Benefits
Provides a daily benefit amount and a benefit period. Example: $150 per day and 5 year
benefit.

About 20% of users will spend 5 or more years in a nursing

home. {Kemper and Murtaugh, 19981). -—Kemper, Spillmen, B.C. and Murtaugh,
C.M "A Lifetime Perspective on Proposals for Financing Mursing Home Care " Inguiry
28{4), 333-244, 1991

Home Care Benefits

Similar to the nursing home benefit above. Home care can be as expensive as nursing
home care. Therefore, it is best to choose a benefit amount that is close to that of the
nursing home benefit. Some policies offer home care as a percentage of the nursing
home benefit.

Roughly 79 percent of these people live at home or
elsewhere in the community rather than in institutions.

Almost half are under 65 years of age. (Research Alert, November B,
2000. Agency for Healthcare Research and Quality, Rockville, MD).

Assisted Living Benefits
Pays for you to live in an assisted living setting. These benefits are normally a
percentage of the nursing home benefits.

Respite Care

If you are living at home and have a spouse or relative caring for you, this benefit is
important for your caregiver. It pays for a replacement of your caregiver for up to two
weeks per year. This allows your caregiver a break from the stresses involved in long
term care.

Inflation Protection

Inflation protection is very important. It allows your daily benefit to
increase through the years. As the costs of long term care
expenses are expected to rise through the years, the benefits that
match costs today, will not match those in the future. Therefore, §
inflation protection is an important feature to have.

Waiver of Premium

Prevents you from having to pay for your long term care premium when you are
receiving long term care benefits from your policy. Policies may vary in the time period in
which this benefit begins.
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Long Term Care | Policy Details (-cont.)
Long term care policies are either Reimbursement or Indemnity.
Reimbursement, which is the most common, pay the bill.

Example: If your policy has a $200 daily benefit and your bill is $100, it will pay $100.
The advantage is that the remaining $100 will stay in the "pot" and possibly extend your
benefit period.

Indemnity policies pay the benefit. If your policy has a $200 per day benefit and your bill
is $100, it will pay you $200. The remaining $100 goes to you and you can do what you
wish with the extra money. The advantage of this policy is that you get to keep what is
left, not the insurance company. However, the disadvantage is that indemnity policies
tend to be more expensive and being that the money does not stay in the "pot", your
benefit period will not be extended.

When purchasing a policy, be certain that the company is financially
stable. If a company insuring you for long term care is not

. financially sound, your premiums could increase rapidly through the
| years.

It is also wise to be insured with a carrier that has "strict” underwriting guidelines. The
reason behind this advice is that insurers with easy underwriting will insure at risk
individuals. This can cause a huge financial burden in the future which will increase
rates. Therefore, lower premiums should present caution unless the financial strength of
the company is strong.

You can find the financial strengths at the following rating companies:

A.M. Best
www.ambest.com

Standard & Poors
WWW.Sp.com

Moody's
www.moodys.com
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Long Term Care | Policy Details (-cont.)

Caution: Make sure that you purchase enough protection. Do not be caught in not
purchasing enough protection and losing all of your assets anyway.

EXAMPLE: Betty purchased a policy for a $60 per day benefit for nursing home care
and home care. She needed care and was capable of staying at home for 8 months.
During that time, she had someone come over each day to bathe her. The cost was $23
per day and the policy paid for that. However, after 8 months, she could no longer stay
at home. She needed 24 hour care. The nursing home cost $130 per day. Therefore,
she would have to pay $70 per day out of her assets until her assets were depleted
according to the Medicaid guidelines. Her policy was not effective in helping her keep
her assets.

The number of Americans who have purchased insurance
against the catastrophic costs of long-term care has

increased more than tenfold in the last fifteen years.
{Health Insurance Association of America).
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Long Term Care | Tax Incentives

HIPPAA (The Health Insurance Portability & Accountability Act of 1996) sets standards
for long term care insurance, created strict eligibility requirements for Medicaid and
offered incentives for people purchasing long term care insurance. This is where the tax-
qualified and non-tax qualified policies came into effect.

Medical expenses in excess of seven and one half percent (7.5%) of your adjusted gross
income are tax deductible. Long term care insurance premiums for tax-qualified policies
contribute to the percentage.

Limits on Deductibility of LTC Insurance Premiums, 2009

Age Maximum Deduction
40 years or under $320
41-50 $600
51-60 $1,190
61-70 $3,180
71+ $3,980

Verify rates and rate accuracy with your accountant.
Tax Qualified Policies

e Eligible for tax deductions.

e A doctor must prescribe that you will need care for a minimum of 90 days.

e In order to receive benefits, you must need assistance with a minimum of 2 of 5
ADL's (activities of daily living).

e Benefits are not taxed.

Non-Tax Qualified Policies

e Benefits are paid when and how the insurer decides.

e Insurers may require a minimum of only one ADL can be used to trigger your
benefits.

e No tax deductions.

e Benefits are not currently taxed, but may be in the future. It is unknown what the
government intends to do.

Copyright, 2009 | Innovative Insurance Solutions Ltd. | 434.979.7588
16



Long Term Care | Resources

Alzheimer Society
www.alzsociety.org

U.S. Administration on Aging
www.aoa.dhhs.gov

Elder Care Resources
www.ec-online.net

Help for Caregivers
Www.care-givers.com

National Center for Assisted Living
www.ncal.org

Medicare
www.medicare.gov

Compare Nursing Facilities
www.medicare.gov/INHCompare
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