A Shopper's Guide to Long-Term Care Insurance

Personal Assessment

Reasons for Wanting Long-Term Care Insurance

It’s important to identify your reason(s) for buying a policy. This influences many
of the choices you’ll make in selecting coverage. A person with few resources,
a modest income and a goal of staying off Medicaid approaches the purchase
one way. A person with a larger amount of assets and income may approach it
differently.

If your reason is to preserve resources for heirs, you might consider having them
help pay the premium. They will benefit from your long-term care insurance
purchase. If you don’t have dependents or heirs, you may consider using resources
to pay for long-term care rather than buying insurance.

What are your objectives?

« Protecting resources or leaving an inheritance

 Not burdening others to pay nursing home bills

Avoiding Medicaid

Being able to choose the type of care and the place where care is received

Having peace of mind

Being independent of others’ support
Protecting a spouse/domestic partner or dependent(s)
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Your Health

Unlike Medicare supplement insurance (Medigap), long-term care insurance is rarely available
on a guaranteed basis. You will need to show that you are not a serious health risk before the
company will approve your application. Your health is typically not taken into consideration for
an annuity.

Excellent — People can easily find coverage if health is excellent.

Good (minor health problems, one insignificant chronic condition) — People
have little trouble finding coverage if health is good.

Fair (one or more chronic conditions requiring medical supervision and/or
hospitalization in the past year) — People with fair health are sometimes accepted
for coverage, but they may pay a higher premium.

Poor (heart disease, pulmonary disease, cancer or other advanced disease) —
People in poor health are rarely accepted and should question any attempt to sell
them coverage.

Your Age

Age affects the premium you’ll pay. Also, as age increases, so does the possibility of developing
health conditions that will make it difficult for you to buy insurance. Most companies direct their
marketing efforts accordingly.

50 to 79 — Within this range, you’ll have many companies and policies from
which to choose. Premiums will be more affordable.

80 to 84 — A few companies market to this age range. Some companies sell only
one year of coverage to those 80 and older.

85 and older — Few companies sell to people older than 84. Very elderly
people should carefully consider the wisdom of purchasing long-term care
insurance because of its cost.
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Your Annual Income

The purchase of long-term care insurance should not cause financial hardship or prevent you from
meeting your basic needs. If premiums cannot be paid from current income, long-term care
insurance should not be purchased.

You need to consider your ability to pay premiums now and in the future.
Is your only income Social Security or Supplemental Security Income (SSI)? If
it is, this is likely not an appropriate purchase for you.

Is the long-term care policy premium less than 7% of your income (rule of
thumb for affordability)?
Could you still pay the premium if it was increased by more than 25%?

If you purchase an annuity or life insurance policy, can you afford the one-time
payment or periodic payments?

Cash Value of Assets Excluding Your Primary Residence

The cost of long-term care insurance is significant. If protecting assets 1s your reason for
buying, you should have substantial assets to protect. Your home is protected from Medicaid as
long as a spouse/domestic partner lives there. Additional resources also can be protected for a
spouse/domestic partner. Check with your state insurance department, agencies on aging, state
health insurance assistance programs (SHIP) or another consumer assistance agency for more
information. (A list of these organizations starts on Page 44).

These suggested amounts represent individual resources. They would double for a couple.

Less than $30,000 — Over several years, you might spend as much in premium
as the value of assets being protected.

$30,000 — $75,000 — Carefully review your resources to see if the amount
you are protecting justifies the premium you’ll pay.

$75,000 and up — Long-term care insurance may be an appropriate way to save
assets for your own security or estate.
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Long-Term Care Policy Checklist

Use this checklist when you are shopping for a policy or to evaluate a policy you already have.

Policy A Policy B

Types of Long-Term Care Insurance

1. Which type of long-term care coverage is best for you?

e Individual Policy

¢ Employer Group Policy

e Association Policy

¢ Partnership Policy*
*Partnership policies may be available as an individual
policy or from an employer or association group.

e Life Insurance or Rider

e Annuity or Rider

Company and Agent Information

2. Is the insurance company financially strong?

o Company name

o Company address

e Company telephone number

o Company website

¢ Insurance company rating
and name of rating agency

3. Are you working with an agent?

e Agent’s name

o Agent’s address

o Agent’s telephone number

o Agent’s email address
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