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About This Shopper’s Guide

The decision to buy long-term care insurance is an important financial decision that
shouldn’t be rushed. The National Association of Insurance Commissioners
(NAIC) wrote this Shopper’s Guide to help you understand long-term care and the
insurance options that can help you pay for long-term care services. The decision to buy
long-term care insurance is very important. You should not make it in a hurry. Most
states’ laws require insurance companies or agents to give you this Shopper’s Guide to
help you better understand long-term care insurance and decide which, if any, policy to
buy. Some states produce their own shopper’s guide.

Take a moment to look at the table of contents and you will see the questions this Shopper’s
Guide answers. Then read the Shopper’s Guide carefully. If you see a term you don’t
understand, look in the glossary starting on page 36. (Terms in bold in the text are in the
glossary.) Take your time. Decide if buying a policy might be right for you.

If you decide to shop for a long-term care insurance policy, start by getting information
about the long-term care services and facilities you might use and how much they charge.
Use the worksheets at the back of this Shopper’s Guide to write down information.
Use Worksheet 1—Availability and Cost of Long-Term Care in My Area on page 46 to
collect information about the facilities and services in your area. Then, as you shop for
a policy, use Worksheet 2—Compare Long-Term Care Insurance Policies on page 48
to compare long-term care insurance policies.

If you have questions, call your state insurance department or another consumer
assistance agency in your state. See the list of state insurance departments, agencies
on aging, and state health insurance assistance programs starting on page 57.
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A Shopper's Guide to Long-Term Care Insurance

What Is Long-Term Care?

This kind of care is different from medical care, because it generally helps you
to live as you live now instead of improving or correcting medical problems.
People often think of long-term care as strictly nursing home care. Long-
term care services actually may include help with activities of daily
living, home care, respite care, hospice care or adult day care. This
care maybe given in your own home, an adult
day care facility, assisted living facility,

NOTE: Medicare generally nursing home or hospice facility.
doesn’t pay for personal
care services when you
aren't also receiving

Medicare-covered skilled It’s important to identify your reason(s) for buying
care services. Medicare has

Personal Assessment

a policy. This influences many of the choices

its own definition of skilled
care. Refer to the booklet,
Medicare & You. to learn few resources, a modest income and a goal of

you’ll make in selecting coverage. A person with

more about how Medicare staying off Medicaid will approach the purchase
defines skilled care. one way. A person with a larger amount of assets

and income may approach it differently. Please
review the Personal Assessment and Long-Term
Care Policy Checklist starting on Page 43 to help you determine whether a
long-term care insurance policy right for you and your family.

How Much Does Long-Term Care Cost?

Long-term care can be expensive. The cost depends on the amount and type
of care you need and where you get it. Below are some average annual costs
for care in a nursing home, an assisted living facility and your own
home. Long-term care may cost more or less where you live.

Nursing Home Costs

In 2018, the national average cost of nursing home care was about $89,297
per year (for a semi-private room). This cost doesn’t include items such as
therapies and medications, which could greatly increase the cost.

1 © 2019 National Association of Insurance Commissioners



A Shopper's Guide to Long-Term Care Insurance

Assisted Living Facility Costs

In 2018, assisted living facilities reported charging $4,000 a month (for a one-
bedroom unit) on average, or $48,000 per year, including rent and most other fees.
Residents may pay more for additional care.

Home Care Costs

In 2018, the cost of basic home care averaged $22 per hour for a home health aide
in the U.S. That’s $34,320 per year for a home health aide who visits six hours a day,
five days a week. Skilled care from a nurse in your home is typically more expensive.
Annual costs for home care depend on the number of days a week the caregiver visits,
the type of care required and the length of each visit. Home care can be unaffordable
for many if round-the-clock care is required. These costs are different across the
country. Your state insurance department or the insurance counseling program in your
state may know the costs for your area. (See the list of state insurance departments,
agencies on aging and state health insurance assistance programs starting on

Page 57.)

How Might | Pay for Long-Term Care?

People pay for long-term care in different ways. These include individuals’ or their families’
personal resources, including savings, investments or other assets such as a home, long-
term care insurance and some help from Medicaid for those who qualify. Medicare,
Medicare supplement insurance, or your employee or retiree health insurance
usually will not pay for long-term care.

Personal Resources

Individuals and their families usually use some of their own money to pay for part or all
of their long-term care costs. Many use savings and investments. Some sell assets, such as
their homes, to pay for their long-term care needs.

Medicare

Medicare does NOT cover long-term care. However, Medicare Part A does cover
skilled nursing facility care, nursing home care (as long as custodial care isn't
the only care you need), hospice care and limited home care. You should NOT count

© 2019 National Association of Insurance Commissioners 2
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on Medicare to pay your long-term care costs. Please see www.medicare.gov/
coverage/long-term-care.html for more information about Medicare.

Medicare Supplement Insurance

Medicare supplement insurance (Medigap) is private insurance that helps
pay for some of the gapsin Medicare coverage, such as hospital deductibles and
physician charges greaterthan Medicare approves.
Medigap usually doesn’t pay for long-term care.
Please see www.medicare.gov/supplement-other-

insurance/medigap/whats-medigap.html for more

information about Medigap.

Medicaid

Medicaid is the government-funded program that
pays for nursing home care only for individuals
who are low income and have spent most of their
assets. Medicaid pays for nearly one-third of
all nursing home care in the U.S., but many
people who need long-term care never qualify for
Medicaid assistance. Medicaid also pays for
some home- and community-based services.
To get Medicaid help, you must meet federal and
state guidelines for income and assets. Many people

start paying for nursing home care out of their
own money and “spend down” their income and
assets until they’re eligible for Medicaid. Medicaid then may pay part or all of
their nursing home costs. You may have to use up most of your assets paying
for your long-term care before Medicaid is able to help. You may be able to keep
some assets and income for a spouse who stays at home. Also, you may be able to
keep some of your assets if your long-term care insurance is approved by a state
as a long-term care insurance partnership policy. (See section on “Long Term
Care Insurance Partnership Policies” on Page 5.)

State laws differ about how much income and assets you can keep and still
be eligible for Medicaid. (Some assets, such as your home, may not keep you
from being eligible for Medicaid.) However, federal law requires your state to
recover from your estate the costs of the Medicaid benefits you receive, subject
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to certain rules. Contact your state Medicaid office, state office on aging, or department
of social services to learn about the rules in your state. The health insurance assistance
program in your state also may have some Medicaid information. (See the list of state
insurance departments, agencies on aging and state health insurance assistance
programs starting on Page 57.)

Will I Need or Use Long-Term Care?

If you have a major illness or injury—such as a stroke, heart attack or broken hip—and
need assistance with activities of daily living, such as bathing or dressing, you may
need long-term care. If you do need care, you may need nursing home or home care
for only a short time. Or, you may need these services for many months, years or the rest
of your life.

It’s hard to know if and when you’ll need long-term care, but the statistics that follow may
help:
« Life expectancy after age 65 is about 19.4 years (20.6 years for females and 18
years for males). The longer people live, the greater the chance they’ll need help
due to chronic conditions.

 About 11 million Americans of all ages require long-term care, but only 1.4
million live in nursing homes.

« About 70% of people who reach age 65 are expected to need some form of long-
term care at least once in their lifetime.

« About 35% of people who reach age 65 are expected to enter a nursing home
at least once in their lifetime. Of those who are in a nursing home, the average
stay is a year.

« From 2015 to 2055, the number of people age 85 and older will almost triple,
from more than 6 million to more than 18 million. This growth is certain to lead
to an increase in the number of people who need long-term care.

© 2019 National Association of Insurance Commissioners 4
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What is Long-Term Care Insurance?

Long-term care insurance is one way you may pay for long-term care. This type of insurance
will pay or reimburse you for some or all of your long-term care costs. It was introduced in
the 1980s as nursing home insurance but now often covers services in other facilities.
The rest of this Shopper’s Guide gives you information about long-term care insurance.

A federal law, the Health Insurance Portability and Accountability Act of 1996
(HIPAA) gives some federal income tax advantages to people who buy certain long-
term care insurance policies. These policies are called tax-qualified long-term care
insurance policies or, simply, qualified policies. The tax advantages of these policies
are outlined on Page 11. There may be other tax advantages in your state. You should check
with your state insurance department or insurance counseling program for information
about tax-qualified policies. (See the list of state insurance departments, agencies
on aging and state health insurance assistance programs starting on Page 57.)
Check with your tax advisor to learn if the tax advantages make sense for you.

Do | Need To Buy Long-Term Care Insurance?

Whether you should buy a long-term care insurance policy depends on your age, health,
overall retirement goals, income and assets. Please review the Personal Assessment and
Long-Term Care Policy Checklist starting on Page 46 to help you determine whether
buying long-term care insurance is right for your situation.

However, carefully consider whether buying a policy makes financial sense if you can’t
afford the premium or aren’t sure you can pay the premium, including any increases, for
the rest of your life.

If you already have health problems that could lead to long-term care (for example,
Alzheimer’s disease or Parkinson’s disease), you probably won’t be able to buy a policy.
Insurance companies have medical underwriting standards to keep the cost of long-
term care insurance affordable. If companies didn’t have these standards, most people
wouldn’t buy long-term care insurance until they needed long-term care.
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In some states, a regulation requires the insurance company and agent to go through a
personal worksheet with you (see the Long-Term Care Insurance Personal Worksheet
on Page 44) to help decide if long-term care insurance is right for you. It also asks you
questions about your income and your savings and investments to help with your decision.
Some states require you to fill out the worksheet and send it to the insurance company.
Even if you aren’t required to fill out the worksheet, it might help you decide if long-term
care insurance is right for you.

Remember: Not everyone should buy a long-term care insurance policy nor rely solely on
long-term care insurance. Paying for long-term care can be done by combining different
sources, such as assets, income and long-term care insurance. For some, a policy is
affordable and worth the cost. For others, it may be unaffordable. You should not buy
long-term care insurance if the only way you can afford to pay for it is to not pay other
important bills. Look closely at your needs and resources. Talk with family members, a
friend or a trusted and knowledgeable financial professional to decide if long-term care
insurance is right for you.

Is Long-Term Care Insurance Right For You?

You should NOT buy long-term care insurance if:
* You can't afford the premiums.

 You don’t have many assets.

* Your only source of income is a Social Security benefit or Supplemental
Security Income (SSI).

* You often have trouble paying for utilities, food, medicine or other
important needs.

e You are on Medicaid.

You may want to consider buying long-term care insurance if:
 You have many assets and/or a good income.

* You don’t want to use most or all of your assets and income to pay
for long-term care.

* You can afford to pay the insurance premiums, including possible
premium increases.

* You don’t want to burden family or friends.
 You want to be able to choose where you receive care.

© 2019 National Association of Insurance Commissioners 6
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If, after careful thought, you decide that long-term care insurance is right for you,
check out the company and the agent, if one is involved, before you buy a policy.
If you have questions about licensing, contact your state insurance department.
(See the list of state insurance departments, agencies on aging and state health
insurance assistance programs starting on Page 57.)

What Types of Policies or Contracts Can | Buy That
Provide Long-Term Care Benefits or Coverage?

Private insurance companies sell long-term care insurance policies. You can buy
an individual policy from an agent, through the mail or by telephone. Or, you can
buy coverage under a group plan through an employer or through membership
in an association. The federal government and several state governments offer
long-term care insurance coverage to their employees, retirees and their families.
These programs are voluntary, and participants pay the premiums. You also can
get long-term care benefits through some life insurance policies.

Individual Policies

One of your options is a long-term care insurance policy. Insurance agents sell
many of these policies, but companies also sell policies through the mail or by
telephone. Individual policies can be very different from one company to the next.
Also, policies from the same company may be different from each other. Shop
among policies, companies and agents to get the coverage that best fits your needs.

Life Insurance Policies and Annuity Contracts

A Life Insurance Policy or Annuity Contract You Already Have
If you have a cash value life insurance policy, you can take some of the cash
value to pay for long-term care expenses. But first, ask how a withdrawal might
affect your death benefits and talk with your tax advisor or consultant. Or, if
you no longer need the policy, you could cancel (or surrender) it and take all the
cash value. But think about how that would affect your beneficiaries.

7 © 2019 National Association of Insurance Commissioners
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If you have an annuity, you may be able to take some of the annuity’s value to pay for long-
term care expenses. Most annuities require you to pay a surrender charge to withdraw
some of the value. Some companies will waive that charge if the withdrawal is to pay for
long-term care.

A Hybrid/Combination Life Insurance Policy or Annuity Contract That Has
Provisions That Could Be Used for Long-Term Care

An increasing number of life insurance policies and some annuity contracts now offer an
add-on rider that you could use to pay long-term care expenses. This type of rider gives
you more coverage if you need long-term care. You usually pay an extra premium for a rider.

Alife insurance policy that uses an accelerated death benefit (sometimes called a living
benefit) could be used to pay for long-term care expenses also may be called a “life/long-
term care,” “hybrid,” “linked benefits” or “combo” policy. It may be an individual or a group
life insurance policy. This benefit lets you access some or all of the policy’s death benefit
while you're alive. You must meet certain conditions to use the rider to pay for long-term
care expenses. Usually, the benefit triggers are being unable to perform a certain number
of activities of daily living or being cognitively impaired.

The company may pay benefits in one of two ways. One way is a reimbursement based
on your long-term care expenses. Or, the company may pay a set amount each month (an
indemnity benefit). The amount is either set in the rider or the owner chooses it. In
either case, there may be minimum and maximum amounts paid each month based on the
policy benefit.

A life insurance policy with an accelerated benefit rider for long-term care must follow all
the laws and regulations that apply to long-term care policies. Many of these riders may
be tax-qualified. Consult with your tax advisor or tax consultant for more information.

Long-term care benefits paid as an accelerated death benefit likely will reduce the
death benefit the policy will pay after you die. For example, suppose your policy has a
$100,000 death benefit and you use $60,000 for long-term care. Then your beneficiary
would get a $40,000 (not a $100,000) death benefit. Some policies may offer a small
death benefit even if all of the original death benefit amount is used for long-term care
expenses.

© 2019 National Association of Insurance Commissioners 8
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Also, many life insurance policies and annuity contracts offer benefits beyond the
acceleration of the death benefit. These are often called extension of benefits
riders. They provide more benefits for a set period of time after you've used up a policy’s
cash value and/or death benefit or your annuity’s value. These policies offer both
accelerated death benefits and an extension of benefits rider. The benefits may
increase by a set inflation percentage.

As with all insurance products, premiums are higher for policies with more benefits. So,
the premium for a traditional stand-alone long-term care policy could be much less than
the premium for a hybrid/combo policy, all else being equal.

Policies from Your Employer

Your employer may offer a group long-term care insurance plan or individual policies at a
group discount. The employer group plan may be similar to an individual policy you could
buy. One advantage of an employer group plan for active employees is you may not have to
meet as many medical requirements to get a policy, or the medical screening process may
be more relaxed. Many employers also let retirees, spouses, parents and parents-in-law
apply for this coverage. Relatives usually must pass the company’s medical screening to
qualify for coverage and must pay the premium.

If you leave your job or are fired, or your employer cancels the group plan, the insurance
company must let you keep your coverage. Your premiums and benefits may change,
however.

If an employer offers long-term care insurance, think about it carefully. An employer group
plan may give you options you can't find if you buy a policy on your own.

Policies from Federal or State Government

Federal and U.S. Postal Service employees and annuitants, members and retired members
of the uniformed services and qualified relatives of any of these are eligible to apply for
long-term care insurance coverage under the Federal Long-Term Care Insurance Program.
A company completes underwriting and issues the policy, but the federal government
doesn’t pay any of the premiums. The group rates under this program may or may not be
lower than individual rates, and the benefits also may be different. If you (or a member of
your family) are a state or public employee or retiree, you may be able to buy long-term care
insurance under a state government program.

9 © 2019 National Association of Insurance Commissioners
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Association Policies

Many associations let insurance companies and agents offer long-term care
insurance to their members. These policies are like other long-term care insurance
policies and typically require medical underwriting. Like employer group
plans, association policies usually give their members a choice of benefits. If you
are joining an association just to buy insurance, consider the cost of membership
in the total cost of coverage. In addition, understand your options and rights if
coverage should end.

Policies Sponsored by Continuing Care Retirement Communities

Continuing care retirement communities (CCRC) may offer or require
you to buy long-term care insurance. A CCRC is a retirement complex that offers
a broad range of services and levels of care. You must be a resident or on the
waiting list of a CCRC to qualify. You also must meet the insurance company’s
medical requirements to buy its long-term care insurance policy. The coverage is
similar to other group or individual policies.

Long-Term Care Insurance Partnership Policies

There are long-term care insurance partnership policies that help you manage
the financial impact of spending down
your assets to meet Medicaid eligibility
standards. When you buy a partnership
policy, you're protected from the normal
Medicaid requirement to spend down
your income and assets to become eligible.
NOTE: These vary by state.

In most states, you don’t have to use up all
of your partnership policy benefits

to qualify for Medicaid. In most states,
you can qualify for Medicaid and keep
income and assets equal to the amount of claims your partnership policy paid.

Partnership policies must be federally tax-qualified plans. They also must
include certain consumer protections. They must include inflation protection

© 2019 National Association of Insurance Commissioners 10
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benefits, so benefits keep up with increasing long-term care costs over time.
Partnership policies are required to include inflation protection only for
those who are 75 or younger when they buy the policy. The requirements are:

« Compound annual inflation protection for those younger than age 61.
« Some level of inflation protection for those ages 61 to 75.

NOTE: This inflation protection requirement varies in the following states:
California; Connecticut; Indiana; and New York

How will you know if you have a partnership policy? The insurance company
will either give you that information in writing with your policy or send you a
letter. Either way, it’s very important to keep this notice.

Please keep in mind that partnership policies have specific requirements.
They aren’t offered in every state. Check with your state insurance department or
insurance assistance program to learn if these policies are available in your state.
Many states with long-term care partnership policies have information about
them on their websites. Use this link to locate your state’s insurance department
website: www.naic.org/state web map.htm. Also, the U.S. Department

of Health and Human Services maintains a website at
https://longtermcare.acl.gov/costs-how-to-pay /what-is-long-term-care-

insurance/where-to-look-for-long-term-care-insurance.html  with

information about long-term care insurance and partnership policies.

Tax-Qualified Policies

You may have a choice between a federally “tax-qualified” long-term
care insurance policy and one that is “non-tax-qualified.” The differences
between the two types of policies are important. A tax-qualified policy,
or a qualified policy, offers certain federal income tax advantages. If you
itemize your income tax deductions, you may be able to deduct part or all
of the premium you pay for a tax-qualified policy. Consult with your tax
advisor or tax consultant regarding how this may apply to you.

© 2019 National Association of Insurance Commissioners
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Federally Tax-Qualified Policies
« Can deduct annual premiums, subject to a cap
» Benefits received generally aren’t counted as income

Federally Non-Tax-Qualified Policies
» Annual premiums can’t be deducted
» Benefits received generally are counted as income

Long-term care insurance policies sold on or after January 1, 1997, as tax-qualified
must meet certain federal standards. To be qualified, policies must be labeled as
tax-qualified, be guaranteed renewable (as defined under the Internal Revenue
Code), include a number of consumer protections, and cover only qualified long-term
care services. If you bought a long-term care insurance policy before January 1, 1997,
that policy is probably qualified. HIPAA allowed these policies to be “grandfathered,”
or considered qualified, even though they may not meet all the standards that new
policies must meet to be qualified. The tax advantages are the same regardless of
whether the policy was sold before or after 1997. You should carefully consider the
advantages and disadvantages of trading a grandfathered policy for a new policy. In
most cases, it’s to your advantage to keep your old policy.

Qualified long-term care services usually are those from long-term care providers. You
must be chronically ill. Your care must follow a plan that a licensed health care
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practitioner prescribes. Youre considered chronically ill if it’s expected
that you’ll be unable to do at least two activities of daily living without
substantial assistance from another person for at least 9o days. Another
way you may be considered chronically ill is if you need substantial
supervision to protect your health and safety because you have a cognitive
impairment. A policy issued to you before January 1, 1997, doesn’t have to
define chronically ill this way. (See information about benefit triggers
on Page 18.)

Some life insurance and annuity policies with long-term care benefits may
be tax-qualified. However, be sure to check with your personal tax advisor
or tax consultant to learn how much of the premium can be deducted as a
medical expense. Tax-qualified life insurance and annuity policies with
long-term care benefits must meet
the same federal standards as other
tax-qualified policies, including
the requirement that you must be
chronically ill to receive benefits.

Some deferred annuities provide long-
term care benefits by providing an
enhanced long-term care value greater
than the cash value when used for
qualifying care. Some annuities are
tax-qualified and have tax advantages
that are not provided to annuities,
which simply allow you to withdraw
some of the cash value without paying
a surrender penalty. You should consult
with your tax advisor or tax consultant
for more information.
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How Long-Term Care
Benefits Are Paid

Long-term care insurance policies generally pay benefits by different methods
of payment. Once your eligibility is determined, long-term care insurance policies
generally pay benefits using one of three different methods:

e The expense-incurred method pays you or your provider the lesser
of either the expense or dollar limit of your policy.

e The indemnity method pays benefits based on a set dollar amount
that is paid directly to you regardless of your cost.

» The disability method pays you the full daily benefit regardless of
whether you are receiving long-term care services.

Most policies purchased today pay benefits according to the expense-incurred
method.

Shared Care

You may be able to buy long-term care insurance that covers more than just one
person, often called shared care. The maximum lifetime benefit usually applies
to both individuals. If either covered individual collects benefits, that amount is
subtracted from the maximum lifetime benefit. For example, suppose two people
have shared care that has a $150,000 maximum lifetime benefit and one person
uses $25,000 in benefits. Then $125,000 would be left to pay benefits for either
person or both. Some coverages have provisions to protect each individual from
the other person using up all the benefits. In one variation, neither individual
can access the other person’s coverage. Instead, there is a “third pool” which both
individuals can share.

© 2019 National Association of Insurance Commissioners
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What Services Are Covered

It’s important that you understand what services your long-term care insurance policy
covers and how it covers the many types of services you might need to use. Policies may
cover the following:

e Nursing home care

* Home care

* Respite care

e Hospice care

» Personal care in your home

Services in assisted living facilities
Services in adult day care centers

Services in other community facilities

Policies may cover home care in several ways. Those
NOTE: Most policies do not who may provide care may be limited by your policy or

pay benefits to family state requirements. For instance, services may need to be
members who provide care

and may not apply any care

provided from a licensed provider or agency. Other policies

they provide to your may pay for services from home care aides to help with

elimination or waiting personal care who may not be licensed or aren’t from
period. Check the licensed agencies.
exclusions or definition

section of your policy.
S You may find a policy that pays for homemaker services

or chore worker services. This type of benefit, though not
available in all policies, would pay for someone to come to your home to cook meals and run
errands. Generally, adding home care benefits to a policy increases the cost of the policy.

Where Services Are Covered

You should know what types of facilities your long-term care policy covers. If you're not
in the right type of facility (described in your policy), the insurance company can refuse
to pay for your care. There may be other options for elder care in the future. Your policy
might not cover those, but you always should check with your insurance company before
making plans for your care.
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Some policies may pay for care in any state-licensed facility. Others only pay for care in

some state-licensed facilities, such as a licensed nursing facility. Still others list the types of

facilities where services won’t be covered, which may include state-licensed facilities. (For

example, some places that care for elderly people are referred to as homes for the aged, rest

homes or personal care homes, and often aren’t covered
by long-term care policies.) Some policies may list specific
points about the kinds of facilities they’ll cover. Some say the
facilities must care for a certain number of patients or give a
certain kind of care.

When you shop for a long-term care policy, carefully
compare the types of services and facilities the policy

NOTE: If you do NOT live in
the kind of facility named in

your policy, the insurance
company may not pay for
the services you require.

covers. Also know that many states, companies and policies define assisted living

facilities differently. Before you move or retire to another state, ask if your policy covers

the types of services and facilities available in your new state. Also, if your policy lists

kinds of facilities, check if your policy requires the facility to have a license or certification

from a government agency.

What Services Aren’t Covered
(Exclusions and Limitations)

Most long-term care insurance policies usually don’t pay benefits for:

« A mental or nervous disorder or disease, other
than Alzheimer’s disease or other dementia.

+ Alcohol or drug addiction.

« Illness or injury caused by an act of war.

 Treatment in a government facility or treatment
the government has already paid for.

« Attempted suicide or intentionally self-inflicted
injuries.

© 2019 National Association of Insurance Commissioners
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cover or limit their coverage

for care outside the United
States.
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How Much Coverage Will | Have?

The policy or certificate may state the amount of coverage in one of several
ways. A policy may pay different amounts for different types of long-term care
services. Be sure you understand how much coverage you’ll have and how the
policy will cover any long-term care services you receive.

Maximum Benefit Limit. Most policies limit the total benefit they’ll pay
over the life of the policy, but a few don’t. Some policies state the maximum
benefit limit in years (one, two, three or more, or even lifetime). Others write
the policy maximum benefit limit as a total dollar amount. Policies often use

» <

words like “total lifetime benefit,” “maximum lifetime benefit” or “total plan
benefit” to describe their maximum benefit limit. When you look at a policy
or certificate, be sure to check the total amount of coverage. In most states, the
minimum benefit period is one year. Most nursing home stays are short,

but illnesses that go on for several years could

mean long nursing home stays. You'll have to

decide if you want protection for very long stays.
Policies with longer maximum benefit periods
cost more. You usually can learn what the
benefit period is by looking through the first
few pages of the policy for the schedule page.

Daily/Weekly/Monthly Benefit Limit.
Policies normally pay benefits by the day,
week or month. For example, in an expense-
incurred plan, a policy might pay a
daily nursing home benefit of up
to $200 per day and a weekly home
health care benefit of up to $1,400
per week. Some policies pay one time
for single events, such as installing a
home medical alert system.

17 © 2019 National Association of Insurance Commissioners



A Shopper's Guide to Long-Term Care Insurance

When you buy a policy, insurance companies let you choose a benefit amount for
care in a nursing home. If a policy covers home care, the benefit is usually
a percentage of the nursing home care benefit; for example, 50% or 75%. But,
more policies now pay the same benefit amounts for care at home as in a facility.
Often, you can choose the home care benefit amount you want.

It’s important to know how much skilled nursing homes, assisted living
facilities and home health care agencies charge for their services BEFORE
you choose the benefit amounts in your long-term care insurance policy. Check
the facilities in the area where you think you may be receiving care, whether
they’re local, near a grown child or in a new place where you may retire.

When Will | Be Eligible for Benefits (Benefit Triggers)?

“Benefit triggers” is the term usually used to describe

the way insurance companies decide when to pay benefits. NOTE: Companies may use
This term refers to how the insurance company decides different benefit triggers
for home care coverage
than for nursing home

if youre eligible for benefits. Benefit triggers are

an important part of a long-term care insurance policy. care, but most don't. If they

Different policies may have different benefit triggers, so do, the benefit trigger for
look at this policy feature carefully as you shop. Look for nursing home care is
usually harder to meet than

a section called “Eligibility for the Payment of Benefits” or
the one for home care.

simply “Eligibility for Benefits” in the policy and outline of

coverage. Some states require certain benefit triggers.
Also, the benefit triggers for tax-qualified contracts are mostly the same
across insurance policies. Check with your state insurance department to find out
what your state requires. (See the list of state insurance departments, agencies
on aging and state health insurance assistance programs starting on

Page 57.)
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Types of Benefit Triggers

Activities of Daily Living (ADLs)

The most common way insurance companies decide when you're eligible for

benefits is that you are expected to be unable to do two ADLs without human

assistance for 9o days. Most policies use six ADLs: bathing; continence;
dressing; eating; toileting; and transferring.

NOTE: Medicare still requires If the policy youre thinking of buying pays benefits
a three-day hospital stay to when you can’t do certain ADLs, be sure you understand
be eligible for .Medicar.e what that means. Some policies say that someone must be
SEymein: @il uising actively engaged into helping you do the activities. That’s

known as hands-on assistance. Others say you qualify

facility benefits. Generally,
today’s long-term care
policies don't require pre- even if you only need someone nearby to help you if you

hospitalization to be eligible need it (stand-by assistance). The more clearly a policy
for benefits.

describes its requirements, the clearer you and/or your

family will be when you need to file a claim.

Cognitive Impairment. Another benefit trigger is “cognitive impairment.”
Coverage of cognitive impairment is especially important if you develop
Alzheimer’s disease or other dementia.

Doctor Certification of Medical Necessity. Another benefit trigger is
“medical necessity.” Some long-term care insurance policies require that your
doctor order, or certify, that care is medically necessary. However, tax-qualified
policies can’t use this benefit trigger.

When Benefits Start (Elimination Period)

With many policies, your benefits won’t start the first day you go to a
nursing home or start using home care. How many days you have to wait
for benefits to start will depend on the elimination period (sometimes
called adeductible or awaiting period) you pick when you buy your policy.
Typically, a single elimination period applies to any covered service, but
the elimination period for home care may be shorter.
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The elimination period can be 20, 30, 60, 90 or 100 days before benefits
begin. It’s important to remember that you must pay for your own care during
the elimination period before benefits can begin. Companies don’t pay for
care provided by family members during or after the elimination period.
It’s important that you understand how an elimination period is defined
and applied in any policy you buy.

There are two ways that companies count an elimination period.

Under a “calendar day” method, every day that you satisfy the benefit
triggers count toward the elimination period, regardless of whether
you received any services on those days. However, many coverages will not
start counting those days until you incur costs. So, it can be important to get
commercial services as soon as possible when you need care.

Under the service days method, only the days that you pay for professional
care services covered by the policy count toward the elimination period.
For example, if you only use paid care for three days a week, it will take longer
for your benefits to start than if you use paid care five days a week. So, you
would have more out-of-pocket costs before your benefits begin.

You may choose to pay a higher premium for a shorter elimination period.
If you choose a longer elimination period, you’ll pay a lower premium. For
example:

« A 30-day waiting period means the insurer will not cover long-term care
costs incurred during the first 30 days you would otherwise be eligible.

« A 9o-day waiting period means the insurer will not cover long-term care
costs incurred during the first 90 days you would otherwise be eligible.

When choosing a waiting period, keep in mind that, by the time you need
care, long-term care may be much more costly than today and your maximum
daily benefit may have inflated. If you have a financial partner, consider
also that you and your partner might both go through waiting periods.
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Be sure you know how the policy defines the elimination period. Find
out if the insurance company requires another elimination period for a
second stay. Some policies only require you to meet the elimination period
once in your lifetime. Others require you to satisfy the elimination period
with each “episode of care.”

Inflation Protection

Inflation protection can be one of the most important features you can add
to a long-term care insurance policy. Inflation protection increases the
premium, because it increases the potential benefits. However, unless your
benefits increase over time, years from now you may find that they haven’t kept
up with increasing long-term care costs. For example, if inflation is 5% a year, a
nursing home that costs $150 a day in 2018 will cost $398 a day in 20 years.
Obviously, the younger you are when you buy a policy, the more important it
is for you to think about adding inflation protection. You usually can buy
inflation protection in one of two ways: automatically or by special offer.

Automatic Inflation Protection. With automatic inflation protection,
your benefit amounts go up each year, usually with no change in your
premium. The maximum daily benefit automatically increases each year by
a fixed percentage, usually 3%, for the life of the policy or for a certain period,
usually 10 or 20 years.

Policies that increase benefits for inflation automatically “compound” rates.
If the increase is compounded, the annual increase will be a larger dollar

amount each year and, at 3% a year, a $200 daily benefit will be a $531 daily
benefit by 2050.
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The following table shows the effects of inflation on cost of care over a 30-year
period, assuming a daily cost of $200 in 2020.

Compound Interest

Rate of
. 2020 2030 2040 2050
Inflation
3% $200 $269 $361 $485
5% $200 $326 #531 $864
7% $200 $393 $774 $1,522
Y.

Special Offer or Non-Automatic Inflation Protection. The second way to
buy inflation protection lets you choose to increase your benefits from
time to time, such as every two or three years. If you
regularly use the special offer option, you usually

NOTE: Most states’ regulations

don’t have to prove youre in good health. Your require companies to offer
premium increases if you increase your benefits. inflation protection. It’s up to
How much it increases depends on your age at the you to decide whether to buy it.
. . If you don't buy the protection,

time and how much you increase your benefit.

. the company may ask you to
Increasing your benefits every few years may help sign a statement saying you
you afford the cost of increasing your benefits later. didn’t want it. Be sure you know

If you turn down the option to increase your benefit what you're signing.

one year, you may not get the chance again. If you
do, you may have to prove good health, or it may cost
you more money. If you don’t accept an offer, check your policy to see how
that affects future offers. Some policies continue the inflation offers while you
receive benefits, but most don’t. Check your policy carefully.
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Third-Party Notice

You can name someone the insurance company would be required to contact if
your coverage is about to end because your premiums aren’t paid. Without this
notice, people with cognitive impairments who forget to pay the premium
might lose their coverage when they need it the most.

You can choose a relative, friend or a professional (e.g., alawyer or accountant)
as your third party. After the company contacts the person you choose, he
or she would have some time to arrange to pay the overdue premium. Some
states require insurance companies to give you the chance to name a contact
and to update your list of contacts from time to time.

Other Long-Term Care Insurance Policy Options
| Might Choose

You can probably choose other policy features, but some insurers don'’t offer all of
them. Each may increase your policy’s cost.

Waiver of Premium. Premium waiver lets you stop paying the premium once
youre eligible and the insurance company starts to pay benefits. Many long-
term care insurance policies automatically include this feature, but some may
only offer it as an optional benefit. Some companies waive the premium as
soon as they make the first benefit payment. Others wait until you've received
benefits for 60 to 90 days.

Premium Refund at Death. When you die, this benefit pays to your estate
any premiums you paid, generally reduced by any benefits the company paid.
Some provisions refund premiums only if the policyholder dies before a certain
age, usually 65 or 75, and some refund only upon the second death of a couple.

Downgrades. While it may not always appear in the contract, most insurers
let you reduce your coverage if you have trouble paying the premium. When you
downgrade your policy, it covers less and/or has lower benefits and you’ll pay a
lower premium. Downgrading may let you keep your policy instead of dropping it.
23 © 2019 National Association of Insurance Commissioners
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What If | Can’t Afford the Premiums After | Buy the
Policy?

Nonforfeiture Benefit. If, for whatever
reason, you drop your coverage and your
policy has a nonforfeiture benefit, you’ll
get some value for the money you've paid into
the policy. Without this type of benefit, you
get nothing, even if you paid premiums for 10
or 20 years before you dropped the policy. A
nonforfeiture benefit can add roughly 10%
to 100% (and sometimes more) to a policy’s cost.
How much it adds depends on such things as
your age at the time you bought the policy, the
type of nonforfeiture benefit and whether
the policy has inflation protection.

Some states require insurance companies to
offer long-term care insurance policies with a
nonforfeiture benefit. If so, you may be given
benefit choices, including a reduced paid-up
policy, shortened benefit period policy
and an extended term policy. With any of these, when you stop paying your
premiums, the company gives you a paid-up policy. Depending on the option
you choose, your paid-up policy could either have the same benefit period
but with a lower daily benefit (reduced paid-up policy) or the same daily
benefit but with a shorter benefit period (shortened benefit period policy
or extended term policy) than your original policy. Regardless, the level of
benefits depends on how long you paid premiums and how much you've paid in
premiums. Because the policy is paid-up, you won’t owe any more premiums. If
the nonforfeiture benefit is extended term and you don’t use the benefits
in a certain period of time, your coverage ends. There’s no time limit to use the
benefits if the nonforfeiture benefit is a reduced paid-up policy.
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Other insurers may offer a “return of premium” nonforfeiture benefit. They
pay back all or part of the premiums that you paid in if you drop your policy after
a certain number of years. This type of nonforfeiture benefit usually costs
the most. You have the option to add a nonforfeiture benefit if youre buying
a tax-qualified policy. The return of premium, the reduced paid-up policy
and the shortened benefit period nonforfeiture benefits could be choices
when you buy a tax-qualified policy.

Contingent Nonforfeiture. In some states, if you don’t accept the offer of
a nonforfeiture benefit, a company is required to offer you a contingent
benefit if the policy lapses. This means that when your premiums increase to a
certain amount (based on a table of increases), the company must give you a way
to keep your policy without paying the higher premium. For example, suppose
you bought a policy at age 70 and didn’t accept the insurance company’s offer
of a nonforfeiture benefit. Also, suppose the policy is required to offer you a
contingent benefit upon lapse if the premium increases to 40% or more of
the original premium. If you're offered the contingent benefit upon lapse,
you could choose: 1) your current policy with reduced benefits so the premium
stays the same; 2) a paid-up policy with a shorter benefit period but no future
premiums; or 3) your current policy with the higher premiums.

Will My Health Affect My Ability to Buy a Policy?

Companies that sell long-term care insurance medically “underwrite” their
coverage. They look at your current and past health before they decide to issue a
policy. An employer or another type of group may not use medical underwriting
or may have more relaxed underwriting standards. Insurance companies’
underwriting practices affect the premiums they charge you now and in the
future. Some companies do what is known as “short-form” underwriting. They
only ask you to answer a few questions on the insurance application about your
health. For example, they may want to know if you've been in a nursing home
or received care at home in the past 12 months.

Some companies do more underwriting. They may ask more questions, look
at your current medical records and ask your doctor for a statement about your
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health. These companies may insure fewer people with health problems. If you
have certain conditions that are likely to mean you’ll soon need long-term care
(Parkinson’s disease, for example), you probably can’t buy coverage from these
companies.

Sometimes companies don’t check your medical record until you file a claim.
Then they may try to refuse to pay you benefits because of information they
found in your medical record after you filed your claim. This practice is called
“post-claims underwriting.” It’s illegal in many states. Companies that
thoroughly check your health before selling you a policy aren’t as likely to do
post-claims underwriting. No matter how the company underwrites, you must
answer certain questions on your application. When you fill out your application,
be sure to answer all questions correctly and completely. A company depends
on the information you put on your application. If the information is wrong, an
insurance company may decide to rescind (or cancel) your policy and return
the premiums you've paid. A company usually can do this only in the first two
years after you bought the policy. Most states require the insurance company
to give you a copy of your application when it delivers the policy. Then, you can
review your answers again. You should keep this copy of the application with
your insurance papers.

What Happens If | Have Preexisting Conditions?

Most long-term care insurance have no limitations on preexisting conditions.
However, if you purchased your policy through your employer and some evidence
of good health was waived, a preexisting condition exclusion might apply.
Generally, a preexisting condition is one for which you got medical advice or
treatment or had symptoms within six months before you applied for the policy.

A company that learns about a preexisting condition not disclosed on your
application might not pay for long-term care related to that condition and might
even rescind your coverage. A company usually can do this only within two
years after you bought the insurance policy. However, there is usually no time
limit if you intentionally don’t tell the company about a preexisting condition
on your application.
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Can | Renew My Long-Term Care Insurance Policy?

Long-term careinsuranceis guaranteed renewable. Guaranteed renewable
means you can keep your coverage if you pay your premium on time. This is not a
guarantee that you can renew at the same premium. Your premium may go up over
time as your company pays more claims and more expensive claims.

Insurance companies can increase the premiums
on guaranteed renewable insurance but only
if they increase the premiums on all policies that
are the same in that state. Any such premium
increase must be filed and/or approved by the state
insurance department. An insurance company

can't single out an individual for a premium
increase, no matter whether you have filed a claim
or your health has gotten worse. If you buy coverage under a group policy and
later leave the group, you may be able to keep your group coverage or convert it
to an individual policy, but you may pay more. You can ask your plan sponsor or
review your Certificate of Coverage to learn whether you have this option.

How Much Do Long-Term Care
Insurance Policies Cost?

A long-term care insurance policy can be expensive. Be sure you can pay the
premiums and still afford your other health insurance and other expenses.

Premiums vary based on a variety of factors. These factors include your age and
health when you buy a policy and the level of coverage, benefits and options you
choose. The older you are when you buy long-term care insurance, the higher
your premiums will be, as it’s more likely you’ll need long-term care services.
(See “Will I Need or Use Long-Term Care?” on Page 4.) If you buy at a younger
age, your premiums will be lower, but you'll pay premiums for a longer period of
time. According to recent studies, the average buyer is age 59.
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If you buy a policy with a large daily benefit, a longer maximum benefit period or a
home health care benetfit, it will cost more. Inflation protection and nonforfeiture
benefits mean much higher premiums for long-term care insurance. Both inflation
protection and nonforfeiture benefits can significantly increase your premium.

The table that follows shows examples of how much premiums can vary depending on your
age and coverage options. It shows the average annual premiums for basic long-term care
insurance ($200 daily benefit amount; four-year, six-year and lifetime coverage; and a
20-day elimination period) with and without a 5% compound inflation protection
option and with no nonforfeiture benefit option.

Remember, your actual premium may be very different.

The following table does not account for basic long-term care insurance that is part of a life
insurance or annuity policy.

Average Annual Premium for Basic Long-Term Insurance, $200 Daily Benefit

Age When With Inflation Protection 5% Compounded Per Year
Buy 4 Years of Benefits 6 Years of Benefits Lifetime Benefits
S0 $4,349 $5,083 $7.347
60 $5,331 $6,269 $8,927
70 $9,206 $10,549 $15,070
75 $13,500 $15,157 $20,930
With No Inflation Protection—Benefit Stays at $200 per Day
4 Years of Benefits 6 Years of Benefits Lifetime Benefits
50 $1,204 $1,514 $1,997
60 $2,057 $2,426 $3,307
70 $4,914 $5,834 $7.777
75 $8,146 $8,201 $12,337
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Another issue to keep in mind is that long-term care insurance policies may not cover the

full cost of your care. For example, if your policy covers $110 a day in a nursing home,

NOTE: Don't be misled by the term
“level premium.” You may be told
that your long-term care insurance
premium is “level.” That doesn’t mean
it will never increase. For almost all
long-term care insurance policies,
companies can’t guarantee that
premiums will never increase. Many
states have adopted regulations that
don’t let insurance companies use
the word “level” to sell guaranteed
renewable policies. Companies must
tell consumers that premiums may go
up. Look for that information on the
outline of coverage and the policy’s
face page when you shop.

but the total cost of care is $150 a day, you must
pay the difference. Remember: Medications and
therapies increase your total daily costs. Consider
the long-term care costs in your state when you
choose the amount of coverage to buy.

When you buy a long-term care policy, think
about how much your income is. How much can
you afford to spend on a long-term care insurance
policy now? A rule of thumb is that you may not
be able to afford the policy if the premiums will
be more than 7% of your income. Also, try to
think about what your future income and living
expenses are likely to be and how much premium
you could pay then. If you dont expect your
income to increase and you can barely afford the
premium now, it probably isn’t a good idea to buy
a policy.

As you decide what you can afford, consider the effect if the premium goes up in the future.

While a company can’t raise premiums because you filed a claim or your health changed,

the company can raise the premiums for an entire class of policies. Again, it probably

isn’t a good idea to buy a policy if you are not confident that you will be able to afford the

premiums on an ongoing basis.

What Options Do | Have to Pay the Premiums

on the Policy?

If you decide you can afford to buy a long-term care insurance policy, there are two main

ways you can pay your premiums: the continuous payment option and the limited
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payment option. Not every company offers the limited payment option in
every state. Ask your state insurance department what options your state allows.
(See the list of state insurance departments, agencies on aging and state health
insurance assistance programs starting on Page 57.)

Premiums usually are less with the continuous payment option. Under this
option, you pay the premiums on your policy—typically monthly, quarterly, or
once or twice a year—until you trigger your benefits. The company can’t cancel
the policy unless you don’t pay the premiums.

Some companies offer a limited payment option to pay premiums. Under this
option, you pay premiums for a set time period in one of the following ways:

« Single pay. You make one lump-sum payment.

« 10-pay and 20-pay. You pay premiums for either 10 or 20 years, and
nothing after that. You might choose this option if your income will be
lower in 10 or 20 years.

 Pay-to-65. You pay
premiums until youre age
65 and nothing after that.

With any of these payment options,
neither you nor the company can
cancel the policy after you make the
last premium payment. Limited
payment option policies are
more expensive than continuous
payment policies, because youre
paying a greater portion of your
premium with each payment. Unless

the contract fixes your premium for
the payment period, your premium
could increase. Despite the higher cost, some consumers want the guaranteed
fixed payment and no-cancel features. Ask your tax advisor for information
about the tax treatment of limited payment options.
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If 1 Already Own a Policy, Should I Switch Policies or
Upgrade the Coverage | Have Now?

Before you switch to a new long-term care insurance policy, be sure it’s better
than the one you have now. Even if your agent now works for a different
company, think carefully before you make any changes. Switching may be right
for you if your old policy requires you to stay in the hospital or to receive other
types of care before it pays benefits. Before you decide to change, though,
first ask if you can upgrade the coverage on the policy you already have. For
example, you might add inflation protection or take off the requirement that
you stay in the hospital. It might cost less to improve a
policy you have now than to buy a new one. If not, you
could replace your current policy with one that gives you
more benefits, or even add a second policy. Be sure to
talk about any changes in your coverage with a trusted
family member or friend. Also, be sure you’re in good
health and can qualify for another policy.

If you decide to switch to a new long-term care insurance
policy, be sure the company accepts your application
and issues the new policy before you cancel the old one.
When you cancel a policy in the middle of its term, many
companies won’t give back any premiums you’ve paid. If you switch policies,
you may not have coverage for preexisting conditions for a certain period.

What Shopping Tips Should
| Keep in Mind?

Here are some points to keep in mind as you shop.

P Ask questions.

If you have questions about the agent, the insurance company or the
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policy, contact your state insurance department or insurance counseling program.
(See the list of state insurance departments, agencies on aging and state health
insurance assistance programs starting on Page 57.) Be sure the company is
reputable and licensed to sell long-term care insurance policies in your state.

P Check with several companies and agents.

It’s wise to contact several companies (and agents) before you buy. Compare
benetfits, the types of facilities you have to be in to get coverage, the limits on your
coverage, what’s not covered and, of course, the premiums. Policies that have the
same coverage and benefits may not cost the same. (See the Personal Assessment
and Long-Term Care Policy Checklist starting on Page 43.)

P Check out the companies’ premium increase histories.

Ask companies whether they’ve increased the premiums on the long-term care
insurance policies they sell. Ask to see a company’s personal worksheet that includes
the company’s premium increase history. (See the Long-Term Care Insurance
Personal Worksheet on Page 53.)

Some state insurance departments prepare a consumer guide for long-term care
insurance each year. These guides may include an overview of long-term care
insurance, a list of companies selling long-term care insurance in your state, the
types of benefits and policies you can buy (both as an individual and as a member
of a group) and a premium increase history of each company that sells long-term
care insurance in that state. Some guides even include examples of different coverage
types and combinations and premiums to help you compare policies. Contact your
state insurance department or insurance assistance program for this information.
(See the list of state insurance departments, agencies on aging and state health
insurance assistance programs starting on Page 57.)

» Take your time and compare outlines of coverage.

Ask for an outline of coverage, which describes the policy’s benefits and points out
important features. Compare outlines of coverage for several policies, making sure
they are similar (if not the same). In most states, the agent must provide an outline
of coverage when he or she first contacts you. Never let anyone pressure or scare you
into making a quick decision. Don’t buy a policy the first time you see an agent.
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P Understand the policies.

Be sure you know what the policy covers and what it doesn’t. If you have
any questions, call the insurance company before you buy.

If any information confuses you or is different from the information in the
company literature, don’t hesitate to call or write the company to ask your
questions. Don’t trust any sales presentation or literature that claims you
have only one chance to buy a policy.

Some companies sell their policies through agents, while others sell their
policies through the mail, skipping agents entirely. No matter how you
buy your policy, check with the company if you don’t understand how the
policy works.

Talk about the policy with a trusted family member or friend. You also
may want to contact your state insurance department or state health
insurance assistance program (SHIP). (See the list of state
insurance departments, agencies on aging and state health insurance
assistance programs starting on Page 57.)

» Don’t be misled by advertising.

Most celebrity endorsers are professional actors paid to advertise. They
aren’t insurance experts. Medicare doesn’t endorse or sell long-term care
insurance policies. Be wary of any advertising that suggests Medicare is
involved.

Don’t trust cards you get in the mail that look like official government
documents until you check with the government agency identified on the
card. Insurance companies or agents trying to find buyers may have sent
them. Be careful if anyone asks you questions over the telephone about
Medicare or your insurance. They may sell any information you give to
long-term care insurance marketers, who might call you, come to your
home or try to sell you insurance by mail.
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» Besureyouputcorrectandcompleteinformationonyourapplication.

Don’t be misled by long-term care insurance marketers who say your
medical history isn’t important—it is! Give correct information. If an
agent fills out the application for you, don’t sign it until you’ve read it.
Be sure that all of the medical information is accurate and complete. If it
isn’t and the company used that information to decide whether to insure
you, it could refuse to pay your claims and even cancel your policy.

» Never pay in cash.

Use a check, an electronic bank draft made payable to the insurance
company or a credit card.

P Be sure to get the name, address, and telephone number
of the agent and the company.

Get a local or toll-free number for both the agent and the company.

P If you don’t get your policy within 60 days, contact the company
or agent.

You have a right to expect prompt delivery of your policy. When you get it,
keep it somewhere you can easily find it. Tell a trusted family member or
friend where it is.

P Be sure you look at your policy during the “free-look” period.

If you decide you don’t want the policy soon after you bought it, you can
cancel it and get your money back. You only have a certain number of
days after you get the policy to tell the company you don’t want it. How
many days you have depends on the “free-look” period. In some states, the
insurance company must tell you about the free-look period on the cover
page of the policy. In most states, you have 30 days to cancel but, in some
states, you have less time. Check with your state insurance department
(see the list of state insurance departments, agencies on aging and state
health insurance assistance programs starting on Page 57) to find
out how long the free-look period is in your state.
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If you want to cancel:

« Keep the envelope the policy was mailed in. Or, ask the agent for a signed
delivery receipt when he or she hands you the policy.

Send the policy to the insurance company along with a short letter asking for a
refund.

Send both the policy and the letter by certified mail. Keep the mailing receipt.
« Keep a copy of all letters.

It usually takes four to six weeks to get your refund.

Read the policy again and be sure it gives you the coverage you want.

Check the policy to see if the benefits and the premiums are what you expected.
If you have any questions, call the agent or company right away. Also, reread the
application you signed. It’s part of the policy. If it’s not filled out correctly, contact
the agent or company right away.

Think about having the premium automatically taken out of your bank account.

Automatic withdrawal may mean that you won't lose your coverage if you forget to
pay your premium. If you decide not to renew your policy, be sure you tell the bank
to stop the automatic withdrawals.

Check the financial stability of the insurance company.

Insurer ratings can show you how analysts see the financial health of individual
insurance companies. Different rating agencies use different rating scales. Be sure
to find out how the agency labels its highest ratings and the meaning of the ratings
for the companies you're considering.

You can get ratings from some insurer rating services for free at most public
libraries. You can also get information from these services on the internet.

Some companies provide credit ratings that show the financial strength ratings of
insurers, such as:

e A.M. Best Company
» Moody’s Investor Service, Inc.
» Weiss Ratings, Inc.
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If your insurer is not rated by these companies, you can refer to the link from the U.S.
Securities and Exchange Commission (SEC) for a current list of credit rating agencies
approved by the SEC: www.sec.gov/ocr/ocr-current-nrsros.html.

You should always ask your trusted financial advisor or agent for information on the credit
rating of your insurer

Glossary

Accelerated Death Benefit — A life insurance policy feature that lets you use some of
the policy’s death benefit before you die.

Activities of Daily Living (ADLs) — Everyday functions and activities individuals
usually do without help. ADLs include bathing, continence, dressing, eating,
toileting and transferring. Many policies use being unable to do a certain
number of ADLs (such as two of six) to decide when to pay benefits.

Adult Day Care — Care given during the day at a community-based center for adults
who need help or supervision during the day, including help with personal care,
but who don’t need round-the-clock care.

Alternate Care — Alternate care (or “alternative care”) means that an insurer is willing
to consider a type or place of care not specifically referenced in the policy. Most
commonly, this provision is intended to allow coverage for a future type of care not
available at the time the policy was issued. Generally, the insurer is agreeing only
to consider such an alternative and the contract language may require the alternate
care to be less expensive.

Alzheimer’s Disease — A progressive, degenerative form of cognitive impairment
that causes severe intellectual deterioration.

Assisted Living Facility — A residential living arrangement that provides personal
care and health services for people who need some help with activities of daily
living, but don’t need the level of care that nursing homes give. Assisted living
facilities can range from small homes to large apartment-style complexes and also
can offer different levels of care and services.

Bathing — Washing oneself in either a tub or shower. This activity includes getting in and
out of the tub or shower.

Benefits — The amount the insurance company pays for covered services.

Benefit Triggers — The criteria and ways an insurer decides when a policy pays benefits,
such as being unable to do two or more activities of daily living, or the need for
substantial supervision due to having dementia or Alzheimer’s disease.
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Care Management Services — A service in which a professional, typically
a nurse or social worker, may arrange, monitor or coordinate long-term
care services (also called “care coordination services”).

Cash Value — The amount of money the insurance company owes you when you
terminate a life insurance policy or annuity contract with this feature. The
policy states the amount of the cash value.

Certificate of Coverage — A certificate you receive or may request from the plan
sponsor after buying coverage in a group policy. The certificate is evidence
of your coverage under the policy and describes the benefits, coverage,
exclusions and limitations of the policy that principally affect you.

Chronically Il — A term used in a tax-qualified long-term care contract to
describe a person who needs long-term care either because of a severe
cognitive impairment or because s/he can’t do everyday activities of
daily living without help.

Cognitive Impairment — A loss of short- or long-term memory; difficulty
knowing people, places, or the time or season; loss of the ability to make
good decisions; and/or loss of safety awareness.

Community-Based Services — Services designed to help older people stay
independent and in their own homes.

Continence — Being able to control bowel and bladder function or, if not, being
able to manage needed personal hygiene (such as a catheter or colostomy

bag).

Contingent Benefit Upon Lapse — A requirement in some states that
companies are required to offer if premiums increase to a certain amount
(based on a table of increases) to enable policyholders to keep their policy
without paying the higher premium. If offered, the policyholder could
choose: 1) their current policy with reduced benefits so the premium
stays the same; 2) a paid-up policy with a shorter benefit period but
no future premiums; or 3) their current policy with the higher premiums.

Contingent Nonforfeiture — A reduced benefit provided to some
policyholders whose policies terminate, sometimes called a “lapse.” The
amount of the reduced benefit is the total premiums paid for the policy,
without interest. Some states require the company to offer contingent
nonforfeiture to policyholders whose premiums increase by a certain
percentage or more. For example, suppose you bought a policy at age 65
for $2,000 per year and didn’t buy the optional nonforfeiture benefit.
Also suppose that after you paid premiums for 10 years, the company
raised the rates by 50% or more, and your coverage ends because you don’t
pay the higher premiums. If the policy has contingent nonforfeiture,
then you’ll be eligible for up to $20,000 (the total amount you paid in
premiums) of benefits if you meet the benefit triggers in the future.
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Continuing Care Retirement Community (CCRC) — A retirement complex that
offers a broad range of services and levels of care.

Continuous Payment Option — A premium payment option that requires the
policyholder to pay premiums until s/he is eligible for benefits. The premiums
can be paid monthly, quarterly, or once or twice a year. The policy is guaranteed
renewable, which means the only reason the company can cancel it is if the
premiums aren’t paid when due.

Custodial Care (Personal Care) — Care to help individuals with activities of daily
living such as bathing, dressing and eating. Usually, medical training isn’t
needed to give this type of care.

Daily Benefit — The amount the policy will pay for each day of care, often limited to the
amount charged for the insured’s care.

Death Benefit — The amount paid to a beneficiary upon the death of an insured person.

Deductible — A specified amount of time or dollar amount the insured must satisfy before
an insurance company will pay a claim.

Dementia — Another term for significant cognitive impairment.

Disability Method — Method of paying benefits that only requires the policyholder to
meet the benefit eligibility criteria. Once this is done, the policyholder receives the
full daily benefit, even if s/he isn’t receiving any long-term care services.

Downgrades — Reduction of coverage chosen if the policyholder can’t pay the premiums
that could allow her/him to keep the policy instead of dropping it.

Dressing — Putting on and taking off all items of clothing and any necessary braces,
fasteners or artificial limbs.

Eating — Feeding one’s self by getting food into the body from a receptacle (such as a
plate, cup or table).

Elimination Period (Waiting Period) — A type of deductible; the length of time
the individual must pay for covered services before the insurance company begins
to make payments. Increasing the policy’s elimination period reduces the
premium, because the insurance company has to pay less benefits. Another term
for this is a “waiting period.”

Episode of Care — The care provided by a health care facility or provider for a specific
medical condition during a set time period.

Expense-Incurred Method — Once there’s an expense for an eligible service, the
insurer pays benefits either to the policyholder or the provider. The coverage pays
either the amount of the expense or the policy’s dollar limit, whichever is less. Most
policies sold today use the expense-incurred method.
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Extended Term Benefits — After the policyholder stops paying premiums, this coverage
provides full benefits for use during a certain period of time. If the policyholder
doesn’t collect benefits during that period, the contract ends and the policyholder
has no coverage.

Extension of Benefits Rider — A rider that may increase the policyholder’s long-
term care coverage beyond the policy’s cash value and/or death benefit or your
annuity’s value.

Guaranteed Renewable — A policy that an insurance company can’t cancel and must
renew, unless the benefits listed in the policy have been completely used or the
premiums haven’t been paid. Note: The insurance company may increase
premiums for a guaranteed renewable policy but can’t single out your
policy for an increase.

Hands-On Assistance — Physical help (minimal, moderate or maximal) an individual
must have to do an activity of daily living.

Health Insurance Portability and Accountability Act (HIPAA) — Federal health
insurance legislation passed in 1996 that allows, under some conditions, long-term
care insurance policies to be qualified for certain tax advantages.

Home Care — Services in the client’s home. Can include nursing care, personal care,
social services, medical care, homemaker services, and occupational, physical,
respiratory or speech therapy.

Hospice Care — Care for a person who isn’'t expected to live very long, so the care is
designed to reduce pain and discomfort.

Hospice Facility — A health care facility for the terminally ill in which hospice care is
provided.

Homemaker Services — Household tasks such as laundry, cleaning or cooking.

Indemnity Benefit/Method — Method of paying benefits where the benefit is a
set dollar amount that isn’t based on the specific service received or the expenses
incurred. Once the company decides the policyholder is eligible for benefits
because s/he is receiving eligible long-term care services, it pays the set amount up
to the limit of the policy.

Inflation Protection — A policy option that increases benefits levels to cover expected
increases in long-term care services’ costs.

Lapse — Termination of a policy when a renewal premium isn’t paid.

Licensed Health Care Practitioner — A doctor of medicine or osteopathy, podiatrist,
dentist, chiropractor, clinical psychologist, optometrist, nurse practitioner, nurse-
midwife or a clinical social worker who is authorized to practice by the state and
performing within the scope of his/her practice as defined by state law.
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Limited Payment Option — A premium payment option in which the policyholder pays
premiums for a set time period, but the policy covers the individual for the rest of
his/her life.

Medicaid — A joint federal/state program that pays for health care services for those with
low incomes or very high medical bills relative to income and assets.

Medicare — A federal program that provides hospital and medical insurance to people
age 65 or older and to certain ill or disabled persons. Benefits for nursing home
and home health services are limited to a short period of time.

Medicare Supplement Insurance (Medigap) — A private insurance policy that
covers many of the gaps in Medicare coverage.

National Association of Insurance Commissioners (NAIC) — The NAIC is the
U.S. standard-setting and regulatory support organization created and governed
by the chief insurance regulators from the 50 states, the District of Columbia
and five U.S. territories. Through the NAIC, state insurance regulators establish
standards and best practices, conduct peer review, and coordinate their regulatory
oversight. NAIC staff supports these efforts and represents the collective views of
state regulators domestically and internationally. NAIC members, together with the
central resources of the NAIC, form the national system of state-based insurance
regulation in the U.S.

Nonforfeiture Benefit — A policy feature that keeps some coverage available to the
policyholder if the policy ends because the premiums weren't paid.

Nursing Home — A licensed facility that provides nursing care to those who are
chronically ill or can’t do one or more activities of daily living.

Outline of Coverage — A summary of the benefits and coverage provided in the policy
and the terms under which the policy or certificate, or both, may be continued in force
or discontinued, including any reservation in the policy of a right to change premium.

Paid-up Policy — When the policyholder stops paying premiums but the insurance policy
is considered paid-in-full. The policyholder doesn’t pay any more premiums, and
the policy benefits depend on how much has already been paid in premiums, not
the level of benefits that were first bought.

Partnership Policy — A type of policy that lets the policyholder protect (keep) some
of his/her assets if the individual applies for Medicaid after using the policy’s
benefits. Not all states have these policies.

Personal Care (Custodial Care) — Care to help individuals meet personal needs such
as bathing, dressing and eating. Someone without professional training may
provide personal care.

Personal Care Home — A general term for a facility that cares for elderly people. Long-
term care insurance policies often don’t cover care here.
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Preexisting Condition — An illness or disability for which an individual was treated or
advised within a time period before s/he applied for insurance.

Reduced Paid-up Policy — A nonforfeiture benefit option that reduces the daily
benefit but keeps the full benefit period on the policy until death. For example,
if you bought a policy for three years of coverage with a $150 daily benefit and
let the policy lapse, the daily benefit would be reduced to $100 but the benefit
period still would be three years. Just how much less your benefit would be
depends on how much premium you've paid on the policy. Unlike extended term
benefits, which must be used in a certain amount of time after the lapse, you can
use reduced paid-up benefits at any time after you lapse (until death).

Rescind — When the insurance company voids (cancels) a policy.

Respite Care — Careathird party gives torelieve family caregivers for afew hours to several
days and give them an occasional break from daily caregiving responsibilities.

Rider — An additional form thatis optional that can be attached to an original life insurance
policy, long-term care policy or annuity contract on or after its date of issue that
may provide additional benefits over and above the main policy or contract.

Shared Care — A policy covering two people who can access the same benefits until one
or both people have used up the benefits.

Shortened Benefit Period Policy — A nonforfeiture benefit option that reduces
the benefit period but retains the full daily maximums applicable until death. The
period of time for which benefits are paid will be shorter.

Skilled Care — Daily nursing and rehabilitative care that can be done only by, or under
the supervision of, skilled medical personnel. This care usually is needed 24 hours
a day, must be ordered by a physician and must follow a plan of care. Individuals
usually get skilled care in a nursing home but also may get it in other places.

Spend Down — A requirement that an individual use up most of his/her income and
assets to meet Medicaid eligibility requirements.

Stand-by Assistance — Caregiver stays close to watch over the person and to give
physical help if needed.

State Health Insurance Assistance Program (SHIP) — A federally funded program
to train volunteers to counsel senior citizens about insurance needs. (See the list
of state insurance departments, agencies on aging and state health insurance
assistance programs starting on Page 57.)

Substantial Assistance — Hands-on assistance or stand-by assistance required
to do activities of daily living.

Substantial Supervision — Help from a person who directs and watches over another
who has a cognitive impairment.
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Tax-Qualified Long-Term Care Insurance Policies (Tax-Qualified Policies or
Plans) — Long-term care policies that meet certain standards in federal law and
offer certain federal tax advantages.

Third-Party Notice — A benefit that lets the policyholder name someone whom the
insurance company would notify if coverage is about to end because the premium
hasn’t been paid. This can be a relative, friend or professional such as a lawyer or
accountant.

Toileting — Getting to and from the toilet, getting on and off the toilet, and doing related
personal hygiene.

Transferring — Moving into and out of a bed, chair or wheelchair.

Underwriting — The collecting and reviewing of information by an insurance company
to determine whether to issue an insurance policy.

Waiver of Premium — An insurance policy feature that means an insured who’s
receiving benefits no longer has to pay premiums.

Waiting Period — See Elimination Period.
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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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