Understanding long-term care insurance

As anyonewith anelderly relative or friend who is unableto providefor his or herown care
can tellyou, the costof thatcareNwhetherat homeor in a facilityNis a major expenseThe
financial outlay for suchcare,becausef advancedageor chronicillnessor injury, may not
be anissuefor the very rich, with significantpersonakesourcesor thevery poor (who
qualify for governmentssistance).

But, for the vastmajority of people,whetherto purchasea long-termcareinsurance
(LTCI) policy is a worthytopic for discussionBelow we providea few questionsand
answerghatmay assistin determiningwhetheryou wantLTCI coverage.

1. How likely is it that you will need long-term care?

Accordingto the National Council of InsuranceCommissionerspne personin threewho
turned65in 1990will stayin a nursinghome,with onein ten stayingfive yearsor more.On
the otherhand,accordingto recentstatistics,over 25 million peoplein theU.S. betweenage
65 andage84 areliving independentlyOther statisticssuggesthatthosewho do spendime
in anursinghomeusuallyremainthereundera year.

But whataboutthe chanceghatyou will needlong-termcare?Perhapneof the
beststepsthatyou cantakeis to evaluateyour familyOsnedicalhistory. You aremorelikely
to needLTCI if therehavebeeninstancef early onsetof dementiaheartdiseaseor stroke
in your family. Longevity may be a factor,too. If your parentsgrandparentsr their siblings
havelived into their 90sor later, itOsot an unrealisticassumptiorthat you will,
tooNthereby increasingthe chanceghatyou will needsomekind of professionaktare
or assistance.

2. What does LTCI cover?

Termsdiffer from policy to policy. Generally,LTCI coverscarein a qualifiednursinghome,
in anassistediving facility or in your home.But, often, policieswill paylessfor caregiven
in thehomethanin a facility.

As isthe casewith mostinsurancegcoverageoffers protectionfrom catastrophidoss
of your assetsaandincomeshouldyou requireassistanceCoveragevaries,but the ability to
performa certainnumberof Oactivitieof daily lifeO(ADLSs) is a commormeasureof when
benefitswill be paid. The mostcommonADLSs are:eating,dressing bathing,transferringin
and outof bed,toileting andcontinence.



3. What Kind of LTCI coverage do you need?

LTCI policiesoffer a widevariety of options.The good newsis thatyou shouldbe ableto
fashiona policy that closely suitsyour needs.The not-so-goodhewsis thatyou aregoingto
haveto spenda significantamountof time reviewing different policy options.

SomeexamplesBaseduponyour financial circumstancesyou may be ableto pay
for homecareandthusneedcoverageonly if you enterafacility. Do you havearelativeor a
friend who might provide care?ThenyouOlwanta policy that permitspaymentsto
unlicensedcaregiversAgain, baseduponyour resourcesyou may wantto lengthenor
shortenthe waiting period beforecoveragebegins.You might considerinflation protection,
as well.

4. What does it cost?

The costof LTCI coveragedependsupona varietyof factors.Your ageat thetime thatthe
policy is issuedwill determineyour annualpremium.The termsof the policy aswell asyour
healthat thetime thatthe policy is issuedalsowill bea factor.

Anotherconsideratioris whetheryour premiumsarelockedin or may be adjustedn
certaincircumstancessuchas forinflation. DonOtutomaticallyrejecta policy thatdoesnOt
lock in your premiumrate. It may not necessarilybe a goodidea: An insurerwith insufficient
incometo meetclaimsmay go bankruptand,possibly,be unableto pay benefits.

5. Are there any tax breaks available with LTCI?

LTCI premiumsaredeductiblein the samemannerasyour regularhealthinsuranceYour
expendituresreaddedto your medicalexpensesandyou may deductthe amountthat
exceeds.5% of your adjustedgrossincome.The deductionis cappedpbaseduponyour age.

Benefitsreceivedfrom LTCI policies may be exemptfrom federalincometaxNif the
LTCI policy is Oqualified@.e., meetsgovernmenstandards)Generally,qualified LTCI
policiescannotexcludecoverageby type of treatmentmedicalconditionor accident.Pre-
existingconditionscanbe excludedonly for thefirst six monthsof coverageAnd the
policiesmay not be cancelledfor reasonof nonpaymenbf premium.Most statesnow are
offering someform of taxincentivesfor LTCI policyholdersaswell.

Fortaxissuesinvolving LTCI in your personakircumstancesgontactyour tax

advisorbeforetaking any action.
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