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Agenda  
• What is Long Term Care 

 
• What are the costs associated with it. 

 
• Resources for Long Term Care 

 
• Products in the Marketplace 
 

 



Is Long Term Care in Your Future? 
Statistically, 70% of people over 
age 65… 

 
 

 

...7 out of 10 people turning 65 

 will need some form of  

Long Term Care. 
 

Source: U.S. Department of Health and Human Services 
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Presentation Notes
How many people in this room expect to need long-term care one day? It’s not surprising that few of us do, because it’s hard to face the fact that our health might decline. But statistics suggest that the risk is greater than we think. Approximately 70% of us--that’s 7 out of every 10 people here today--will need some type of long-term care services during our lifetimes at some point after we reach age 65.  And though it's good news that people are living longer, a long life span increases the chance of developing serious health problems. In fact, according to the Alzheimer’s Association, one in nine people age 65 and older has Alzheimer’s disease, which often leads to the need for nursing home care. And while older people are more likely to need long-term care, younger people may need care too, as a result of a disabling accident or illness such as multiple sclerosis or Parkinson’s disease. This isn’t meant to scare you, but rather to remind you that the need for long-term care can happen to anyone at any time. The need to be prepared is real, and something that you shouldn’t ignore.



What is Long Term Care? 

• Ongoing services and support needed 
because of chronic health condition or 
disability 

• Three levels of care: skilled, intermediate, and 
personal care 

• Care can be provided in a variety of settings 
 

Presenter
Presentation Notes
Let’s begin by talking about what’s meant by the phrase “long-term care.”  Long-term care refers to the ongoing services and support needed by people suffering from chronic health conditions or disabilities. <CLICK>There are three levels of ongoing care someone might receive:The first level of care is skilled care, which is generally round-the-clock care provided by professional health-care providers such as nurses, therapists, or aides under a doctor’s supervision.The next level of care is intermediate care, which is also provided by professional health-care providers, but on a less frequent basis than skilled care.The third level of care is custodial or personal care, which is often provided by family caregivers, nurses’ aides, or home health workers who provide assistance with what are called “activities of daily living” such as bathing, eating, and dressing. This is the most common type of long-term care.<CLICK> All three levels of care can be provided in many different settings, including your own home, an assisted-living facility, or a nursing home. The patchwork quilt on the screen is an image that I’d like you to remember as we continue through the rest of this seminar. Like this quilt, a long-term care plan is usually made up of different pieces, with many people involved in putting it together. A good long-term care strategy will account for the different types of care you might need, and the different settings in which you may someday receive that care.



Where Can You Receive Long Term Care? 

• At home 
• At an assisted-living facility  
• At an adult day-care center 
• At a skilled nursing facility 
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So let’s talk a little bit more about where you might receive care. You’re probably already familiar with some of these options.If you want to stay in your own home for as long as possible, family caregivers, friends, or trained homemakers may be available to provide the bulk of assistance with everyday tasks, and professionals such as nurses, therapists, and home health aides can provide occasional home health care.  Another long-term care option that has become very popular is assisted living.  How many of you have ever visited an assisted-living facility? If you have, then you know that these are usually home-like facilities that combine housing, personal assistance, and limited health care. Generally, assisted-living facilities offer intermediate and custodial care round-the-clock, but not the skilled care a nursing home provides. This option may be ideal for someone who can’t continue to live alone but who wants to remain independent. The third option, adult day-care facilities, are community-based centers that provide health care and social services for people who can’t be left alone.  Often, adult day-care facilities specialize in caring for people with Alzheimer’s disease, and they especially benefit family caregivers by providing a few hours of much-needed respite care during working hours or on the weekend.The last option, nursing homes, generally offer all three levels of care--skilled care, intermediate care, and personal care. Most nursing home residents have disabling illnesses, including cognitive disorders such as Alzheimer’s disease, that are so serious that these individuals cannot be adequately cared for anywhere else. If you haven’t already done so, I urge you to visit some of the facilities available in your community so you can get an idea of what long-term care services will be available to you or your family members.   



Annual C ost of Nursing Home Care 

• Average nationwide cost of 
nursing home care is $74,820 per 
year* 

• If costs rise at an average rate of 
3% per year, in 20 years the 
average cost of nursing home 
care will be approximately 
$135,133 per year 
 

*Source: U.S. Department of Health and Human Services, December 31, 2015 
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Now for the key question: how expensive is long-term care? Let’s take a look at the type of long-term care that’s likely to cost the most--nursing home care. In 2015, the average nationwide cost of nursing home care was $74,820*, but in some states it’s much higher. For instance, the average cost of nursing home care in Connecticut was more than $141,252 per year!**Source: U.S. Department of Health and Human Services <CLICK> And in the future, long-term care will cost even more. If costs rise every year at an average rate of 3% per year (and that’s a pretty conservative estimate), in 20 years the average annual cost of nursing home care will be approximately $135,133.It’s easy to see how the high cost of long-term care can threaten--or even wipe out--your retirement savings, and jeopardize any assets you had hoped to leave to your children or grandchildren. Every year, many Americans are impoverished by the need to pay for nursing home care. But here’s some good news. With proper planning, you can avoid having this happen to you.



How Wil l You Pay for Long Term Care? 

• Out of Pocket 

• Rely on government programs such as Medicare or Medicaid 

• Buy Long Term Care Insurance 

Presenter
Presentation Notes
As we talk about ways to pay for long-term care, remember that nursing home care is only part of the picture. Over the course of a lifetime, you or someone you love may need several types of long-term care in different settings, and you may end up using several different strategies to pay for that care. There are three basic options for paying for long-term care plus a new program that we’re going to discuss today.These are:Paying out-of-pocket<CLICK> Relying on government programs such as Medicare or Medicaid, and<CLICK> Buying long-term care insurance



Paying for Long-Term Care: Out-of-Pocket 

• More freedom to choose care 
• May be ideal if you can afford to 

pay for care indefinitely 
 

But… 
• You must be willing to liquidate 

assets if necessary 
• May impact ability to pass on 

assets to family 
• If you run out of money, relying 

on family members or the 
government may be your only 
options 
 



Paying for Long-Term Care: Medicare 

• Does not pay for personal or 
custodial care 

• Home health benefits are limited 
 

Medicare is federal health insurance that provides only limited coverage for long-
term care services. 

 

• Pays costs only after 3-day 
hospitalization 

• Pays full cost of skilled nursing 
care for only 20 days 

• Pays partial cost from day 21 to 
day 100 

• Pays nothing after 100 days 



Paying for Long-Term Care: Medicaid 
Nursing home care expenditures • Medicaid, not Medicare, is the 

joint federal-state program that 
pays for long-term care expenses 

• Medicaid is the largest public 
payer of long-term care services 
 

But… 
• Medicaid is means-based 
• Medicaid limits where you can 

receive care 
 

Source: U.S. Department of Health and Human Services, December 31, 2015 
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Because their names sound alike, Medicare is often confused with Medicaid, the joint federal-state program that many nursing home residents rely on to pay some of their long-term care expenses. As this chart shows, Medicaid is the largest public payer of long-term care services in the country. In some states, Medicaid also covers some home health-care costs, a trend that will likely continue as states look for ways to contain Medicaid nursing home care expenditures.<CLICK> But here’s the catch. To qualify for Medicaid, you have to either be poor or become poor. You will have to use up most of your savings before you even qualify for Medicaid, and aside from a small personal needs allowance (at least $30 a month), you will have to use all of your retirement income, including Social Security and pension payments, to pay for your care before Medicaid pays anything. And once you qualify for Medicaid, you’ll have little or no choice regarding where you receive care. Only facilities with Medicaid-approved beds can accept you, and your chances of staying in your own home are slim, unless your state’s Medicaid program covers home health care.



Paying for Long-Term Care: Long-Term Care Insurance 

• Pays benefits when you need 
extended care 

• Especially valuable for middle 
income Americans who want to 
preserve financial independence 
and quality of life 

• Freedom to choose care 
• Can help preserve assets 
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What is long-term care insurance? It’s private insurance that pays benefits if you need extended care. Like other types of insurance, long-term care insurance protects you against a specific financial risk--in this case the chance that long-term care will wipe out your life savings. While paying out-of-pocket may be ideal if you’re wealthy, and relying on Medicaid may be an option if you’re poor and you can qualify right away, long-term care insurance is an alternative that is especially valuable for middle income Americans who want to preserve their financial independence and quality of life.And no matter what your income level, long-term care insurance gives you the freedom to choose where you receive care. A comprehensive long-term care policy will cover home care, assisted-living centers, adult day-care centers, and nursing homes. If you need nursing home care, you’ll have a wider choice of facilities than if Medicaid was paying for your care, since many nursing homes give preference to patients who can pay for their own care.Long-term care insurance can also help you preserve the assets you’ve accumulated. With insurance covering most of the bill, all of your savings won’t be spent on long-term care.  



How Does Long-Term Care Insurance Work? 
• You must be in reasonably good 

health to buy policy 
• Premium is based on your age, 

and the features and benefits you 
choose 

• Benefit is typically triggered when 
you become chronically ill or 
cognitively impaired and need 
help with 2 out of 6 activities of 
daily living (ADLs)  

• Once elimination period (waiting 
period) is satisfied, benefits paid 
as long as necessary until policy 
limits are reached 
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Now that we’ve talked about paying for long-term care out-of-pocket, let’s look at the next option: relying on government programs. The first program I’d like to review is Medicare, the federal health insurance program for individuals age 65 and older. First, I’d like to clear up any misconceptions you may have about Medicare and long-term care planning. Although many people believe that Medicare will pay for their long-term care, this just isn’t accurate. Medicare will only pay for the cost of skilled care for a relatively short period of time for those who qualify. <CLICK> For example, Medicare only pays for skilled nursing home care or physical therapy after you have been hospitalized for at least 3 days. <CLICK> After that, Medicare will pay the full cost of care for only 20 days, and <CLICK> will then pay only part of the cost for an additional 80 days. And though Medicare provides some home health-care benefits, <CLICK> it does not cover personal or custodial care, the type of care many individuals need as they grow older. So, for example, Medicare might pay (at least in part) for the weeks of hospital and skilled nursing home care you’ll need if you fell and broke your hip, but you can’t count on it to cover your expenses should you need care indefinitely at home, in an assisted-living facility, or in a nursing home.



5 Key Features 

What is the amount of the benefit 
payable? 

How long will benefits last? 

How long will you wait before benefits 
begin? 

Does the policy cover care in different 
settings? 

Will your benefits keep up with rising 
costs? 

Presenter
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Once you decide to buy long-term care insurance, you’ll want a plan that provides the broadest coverage at a price you can afford.  Policies vary widely, so it’s important to make sure any policies you’re comparing are alike. Although we can’t cover everything today that you should look at, here are five key features to consider, all of which will affect the premium you’ll pay. <CLICK>First, you’ll need to choose the benefit amount that will be payable should you need care. The daily benefit amount is the maximum amount your policy will pay each day, and generally ranges from $50 to $350. <CLICK>You’ll also need to choose a benefit period, which is the length of time your policy will pay long-term care benefits once you need care.  Most benefit periods range from 1 to 6 years, with some policies offering a lifetime benefit. If you can’t afford a lifetime benefit, you may want to choose a benefit period that coordinates with the “look-back” period for Medicaid (5 years).<CLICK> In addition, every long-term care policy allows you to choose an elimination period, the number of days you will pay for your own care before benefits kick in. Most policies offer periods ranging from 20 to 100 days. <CLICK>Where you might want to receive care in the future is another important consideration. Although you can purchase bare-bones policies that only cover nursing home costs, many policies cover care in a variety of settings, including the four mentioned at the beginning of this seminar--your own home, an assisted-living facility, an adult day-care center, and a nursing home. <CLICK>You’ll also need to decide whether or not you want inflation protection. With inflation protection, your benefit will increase by a certain percentage every year. Inflation protection is an optional feature, and will make your premium rise significantly, but it’s important to have if you want your coverage to keep pace with rising costs. 



Should You Invest Instead? 

Investing $3,042 annually at 5% after-
tax rate of return: $105,616 
accumulated after 20 years* 

*This is a hypothetical example and 
doesn’t reflect the return of any specific 
investment.  

 

Paying $3,042 annual premium for 
a 3-year LTC policy with a $150 
daily benefit and 5% compound 
inflation protection: $435,804 
benefit after 20 years 

Presenter
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One of the main objections you might have to buying a long-term care policy is the cost, and for good reason--long-term care insurance can be expensive. Although costs vary widely depending on the age of the policyholder and policy features, for a single individual who is age 65, the average annual premium for a long-term care policy offering a $150 daily benefit for 3 years of coverage with 5% compound inflation protection is $3,042.**Source: American Association for Long-Term Care InsuranceIf this sounds like a lot to you, consider this: that’s approximately half of what you’d pay, on average, for a one-month stay in a nursing home today. But couldn’t you just invest the same amount of money and build up your own long-term care fund? You could, but you might not be as happy with the results. If you were to invest that $3,042 every year, after 20 years you would end up with $105,616, assuming an after-tax rate of return of 5%. Not bad. But if you were to pay that same $3,042 to an insurance company every year, you would be entitled to a long-term care benefit of $435,804 after 20 years. Of course, this is a hypothetical example and doesn’t reflect the return of any specific investment.



Managing the C ost 
• The younger you are when you buy a long-term care policy, the less 

expensive the premium 
• Make sure you can afford the premium now and in the future 
• Buy from a reputable company 
• Choose features and benefits wisely 
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One way to manage the cost of long-term care insurance is to buy a policy when you’re younger. For example, a policy you purchase at age 55 will be much less expensive than a policy purchased at age 70. Of course, the tradeoff is that you will end up paying the premiums for many more years, so make sure you can afford to do so without changing your lifestyle. Most policies are “full pay policies,” which means that to keep the policy in force, you will need to continue to pay the premiums. And while it’s true that most policies have guaranteed premiums, meaning that your premium can’t go up as you grow older or if your health declines, most states allow insurance companies to raise premiums on a class basis. For instance, premiums for all policyholders might go up, or the company may remove their products from the marketplace entirely with state approval.You can reduce the chances that your premium will increase substantially over time by purchasing a policy from a reputable company that has been in business for many years. Look for a company with an excellent rating from a ratings service such as Standard and Poor’s. And because the cost of a long-term care policy depends on the features and benefits you choose, spend some time thinking about which of these are important to you. The general rule is, buy what you need, but don’t buy more coverage than you can afford. A complete statement of coverage, including exclusions, exceptions, and limitations, is found only in the policy.



Hybrid Policies 
An Alternative to “Traditional” “Stand Alone” Long Term Care Insurance  
 
• Hybrid policies generally link life insurance with long term care insurance. 

• You can pay premiums on a periodic basis or fund with a one-time lump sum. 

• The benefit pool can be used for long term care expenses or used as death benefit 
proceeds. 

• Hybrid policies are designed for people who are: 

– Looking to “get something back” 

– Able to reposition some of their assets 
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<CLICK> What we have been talking about up until  now is what we refer to as “traditional” or “stand alone” Long-term care insurance, but this is not the only option available to pay for extended care. Some life insurance or annuity policies also offer long-term care benefits.  These policies combine the benefits of either life insurance or fixed annuities with the option to use some or all of the contract value to pay for long-term care expenses. 



Who is Buying Long Term Care Insurance? 
People who: 

• are “planners” 

• are ages 45 to 65 

• are high wage earners 

• have assets to protect 

• don’t want to be a burden to 
their family 

• want to leave a legacy 

• value peace of mind 
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The profile of a long term care insurance buyer has changed dramatically over the last 5 years, but what hasn’t changed is that buyers of long term care insurance are “planners”.   They are proactive rather than reactive. They feel a call to action.At one time, buyers were in their mid to late 70’s.  Today,  many buyers are younger than the youngest Baby Boomers.Buyers today are more affluent than in prior years as the coverage has gotten more expensive due to what we know now is more responsible pricing than when it was first introduced.But what hasn’t changed is that long term care insurance buyers have always been: People who want to protect their assetsPeople who do not want to be a burden to their family People who want to leave a legacy   At its core, Long term care insurance buyers are people who are willing to pay a premium to transfer the risk to the insurance company to gain peace of mind.



Jim Carnevale, Esq., CEBS, CFP®, AIF® 

(P): 781-914-1218 
(E): jim.carnevale@sentinelgroup.com 
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(P): 781-914-1238 
(E): ryan.huard@sentinelgroup.com 

 

Thank you! 
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