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CoNgRATuLATIoNs for making the investment in your financial 
future by reading Plan Ahead by Babs Hart. I have known Babs per-
sonally and professionally for about 15 years, and she is a leading 
expert in helping people plan for long-term care.  During these 15 
years, I have been impressed by her relentless pursuit of always 
putting her clients’ best interests first. She is a gifted advocate in 
helping her clients achieve financial security and prosperity.

What impresses me most about Babs is her complete dedication 
to integrity. She is committed to living a life that is consistent with 
her personal faith centered on her Christian values. Many people 
love to speak of their values; Babs chooses to speak volumes with-
out having to open her mouth.

This book is an objective place for you to find information that will 
assist in your long-term care planning. Reading it should help fos-
ter good education on this topic so that your loved ones and you 
can make wise decisions.  It was a great decision to obtain a copy 
of this book. I hope you will make an even better decision by read-
ing it, making notes, and telling your friends about it. 

Good Reading.
Andrew S. Martin

President, First Protective

FoRWARD
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Peace of Mind

No one looks forward to a time when he or she is dependent on others for personal 
physical care. Long-term care insurance ensures a sense of dignity, control and 
self-reliance during a time in one’s life that can otherwise feel very out of control. 
Having a ready source of funds to pay for the related costs makes all the difference. 
LTC insurance does not eliminate the fear, pain, heartache, or anxiety associated 
with physical or mental decline, but it does provide peace of mind that cannot be 
measured monetarily.

~ Jan L. Brakefield, M.S., CFP
Assistant Professor, Department of Consumer Sciences 

The University of Alabama  

Comforting
Babs recently did a seminar at our church about retirement planning.  The informa-
tion she presented was so compelling that I made an appointment for my husband 
and me to meet with her to discuss long-term care insurance. When we began to 
consider the financial impact of needing long-term care services, we decided that 
owning long-term care insurance was the right decision for us.

We want to stay in our home to receive care for as long as possible. And we want to 
ensure that the resources and all options stay open to us. We enjoyed working with 
Babs because she carefully explained all the ‘moving parts’ that impact the benefit 
and the premium. With the information she provided, we were able to decide on 
the best plan at a premium we are comfortable paying.

In the years since we bought long-term care insurance from Babs, we have had 
questions come up and have always felt comfortable calling her. Babs took time to 
carefully explain the product to us in the beginning and is available now whenever 
we have questions. That is comforting. Over the years, what began as an inquiry 
into long-term care insurance for retirement planning has developed into a firm 
friendship.

~ Elizabeth Frazier                                                                                                                      
Registered Nurse, Case Manager, Health Educator

CLIENT SToRIES & THoUGHTS
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High Quality Care

Long-term care insurance is important because it will allow me to pass on my estate to 
my children rather than deplete it through long-term care expenses. I purchased the in-
surance because I wanted us to have high quality care when needed without worrying 
about the drain on finances. I am now a caregiver, and the insurance I purchased has 
helped tremendously through the benefits provided. It has allowed me to have peace of 
mind in providing quality care and in knowing that it will continue. I liked working with 
Babs because she is a knowledgeable professional who stays abreast of the regulations 
and researches the product to provide the most ‘bang for the buck.’

~ John

Planning Ahead for the Golden Years

Having gone through in-home care, plus two hospital stays and now seven months of 
costly nursing home care for my 90-year old mother, my husband and I saw the need to 
buy our own long-term care insurance policy.  We want to be financially secure during 
our golden years at a price we can afford now.  Plus, this will give us more peace of mind 
in the future.
      ~ Joyce Rye Kasberg

If Only My Parents had LTC Insurance

I believe long-term care insurance is extremely important today because healthcare 
costs continue to escalate.  With all the baby boomers entering their senior years or 
retiring, healthcare costs and issues will only become more acute and expensive during 
the next 20 years. Both of my parents were very sick at the same time. If they had owned 
long-term care insurance, it would have been much less stressful on my sister and me, 
both from an emotional and a financial perspective.  All of their savings were used for 
their healthcare during those two years. I worried constantly about the expenses of 
keeping them in a nursing home and an assisted-living facility, not to mention the hos-
pital bills and pharmaceutical bills for my mother.

I purchased long-term care insurance for my husband and me within two or three 
months of my parents’ deaths, which were just eight months apart. I did not want my 
daughter to have that same experience with my husband or me since she is our only 
child.  

I have been pleased with our purchase of long-term care insurance. I liked working with 
Babs because she was very honest and upfront about all aspects of the coverage, and 
her knowledge helped me choose the best plan for us. I feel very secure headed into my 
senior years with this LTC insurance plan and in knowing that we won’t be a burden to 
my daughter.  This is a huge comfort.

~ Pam Penick
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Read this book with a pen and paper in hand. 

Start with Question 1 and, as you read, write down any questions 
that come to mind.  Continue this as you read each question so 
that, in addition to the questions I view as important, you will be 
prepared with your own questions.  As you read, carefully consider 
not only your spouse and yourself but your dependants and sib-
lings as well because your decisions will impact all those close to 
you.

Review the resources in the back of the book. 

The two surveys conducted by MetLife are valuable resources 
that will assist you in determining the best plan and benefit level.  
Although this book is designed to help you start thinking about 
long-term care services, it is not a comprehensive guide.  Consult 
your state’s insurance department or a trusted agent about spe-
cific features or benefits.

Babs Hart, MDRT, CLTC
The Hart group, Inc.

3940 Montclair Rd., Ste. 500 w Birmingham, AL 35213
Birmingham office:  (205) 445-2989
Tuscaloosa office:  (205) 345-7668             

                    email: 
  babs@hartinsurancegroup.com

                           www.hartinsurancegroup.com

H          HoW To USE THIS BooK
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I HAVE WoRKED in long-term care planning for over 15 years 
and have talked with individuals from all across the country. It 
has been my observation that the reason people procrastinate 
in making a decision about long-term care insurance is that they 
don’t know the right questions to ask. Good decisions are based 
largely on one’s understanding of a subject and the knowledge 
of what questions to ask to gain that understanding.  I wrote 
this book to give you those important questions (and answers) 
related to long-term care insurance so that you will be able to 
make an informed decision for your family and yourself. 

If you don’t own a long-term care plan, you have one by default.  
You are relying on your own assets and investments, your fam-
ily and extended family, or the government to take care of you 
when you become unable to care for yourself - and that means 
limited choices!

I urge you to use this book as a resource for educating your-
self about long-term care insurance so you can determine if this 
benefit should be part of your complete financial plan.

~ Babs W. Hart

“Having adequate long-term care insurance is the single 

most influential determinant of whether an individual will 

have a financially secure retirement.”
~ A study conducted by the Employee Benefit 

Research Institute, 2/10/04

INTRoDUCTIoN
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IT COuLd HAve Been dIffeRenT 

Most of us are affected in some way by long-term care needs, and 
I am no exception.  About five years ago my father-in-law needed 
heart bypass surgery. He knew surgery was a risk and almost de-
cided against it, but he changed his mind.  Hindsight would have 
dictated another choice. He had the surgery, and his life, as well as 
that of his family, was forever different from his previous 85 years. 
He and my mother-in-law lived in a beautiful retirement commu-
nity in Florida. They had actually owned long-term care insurance 
at one time, but decided about three years earlier that, on their 
fixed income, they would rather spend the money elsewhere. They 
never mentioned this decision to my husband or me.  

often, when one person in a marriage requires extended health-
care, the healthy spouse may live long past the one needing the 
care.  Because this situation can deplete resources for the surviv-
ing spouse, it is imperative that you be conscientious in preserv-
ing as much of your financial resources as possible while doing 
everything possible for the loved one needing services. Families 
are dealing with these issues every day, and it is tough financially, 
emotionally and physically.

FRoM THE AUTHoR:
BABS W. HART
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SO HOw CAn IT Be dIffeRenT?

1. If you own long-term care insurance, do 
everything you can to keep it.  

2. Inform your children if you are thinking 
about dropping your coverage; they may 
want to pay those premiums for you.  

3. If you don’t own long-term care insur-
ance, buy it through a knowledgeable 
insurance professional who uses a strong 
reputable company. 

It sure was tough on ‘Nana.’ My father-in-law called her at all hours 
of the day and night because he was unaware of the time.  ‘Nana’ 
responded by getting out of bed and going down the elevator 
to the nursing facility located on the first floor. This went on for 
months until she finally collapsed. When her physician told her she 
could no longer live alone, she moved to live with us – some 600 
miles from the man with whom she had shared more than 60 years 
of her life. 

over a period of about nine months, she gradually regained her 
strength. About a year later, we were able to move my father-in-
law to a facility nearby where he lived for about a month and then 
passed away. Not only did my father-in law pass away, a large part 
of their wealth also ‘passed away’ in medical expenses.  So much 
of this stress can and should be avoided.  Facing failing health and 
dying issues is significant enough without the added stress of hav-
ing to make tough financial choices.

viii



When you purchase a long-term care policy, 
you don’t just own the financial benefit of that 
policy; you buy peace of mind that the last 
years of your life will be the best they can be 
for your loved ones and yourself. Long-term 
healthcare is a family issue, and when one 
person in the family needs care, the whole 
family is affected.

The primary caregiver can suffer greatly, as in 
the case of my mother-in-law. Now her son, 
my husband, is caring for ‘Nana’ without LTC 

(Long-Term Care) insurance. She has been in a nursing facility now 
for years, and we can literally count the months until all of her re-
maining assets are depleted.  

Long-term care insurance solves the financial issues related to the 
high costs of healthcare, thus allowing the family members to fo-
cus on providing emotional support and love that is so important. 
owning adequate long-term care insurance allows you to spend 
your hard-earned retirement dollars without worrying about run-
ning out of money.  You can take those trips, enjoy your hobbies, 
and spend time with the grandchildren without being concerned 
that a long-term healthcare event will drain your resources. You’ll 
be surprised at how much freedom you will feel once you no longer 
(sometimes subconsciously) worry about running out of money.

If properly designed, long-term care insurance policies are afford-
able compared to costs of long-term care in a healthcare facility. 
Expenses in my area of the country average $4,000 to $6,000 per 
month while costs in other parts of the country are much higher. 

If properly 
designed, 
long-term 
care insurance 
policies are 
affordable 
compared to 
costs of long-
term care in 
a healthcare 
facility.   
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A properly designed long-term care policy will provide all the re-
sources needed for you to receive care at home or in an assisted-
living facility, either of which is almost always preferable to a nurs-
ing home. Consider buying a policy as soon as possible, (at least 
start looking at age 50) because you never know when your health 
may change and you won’t qualify for coverage. 

Think about it - not owning long-term care insurance is like own-
ing a home without fire and homeowners insurance or like own-
ing a vehicle without automotive insurance. Imagine going to the 
hospital without health insurance. Even if you have the resources 
to pay the bill out-of-pocket, you will have tremendous peace of 
mind knowing that you don’t have to! Statistically, your chances of 
needing long-term healthcare are much greater that that of hav-
ing a fire in the home (1 in 1,200), of being in an automobile ac-
cident (1 in 240), or of being hospitalized (1 in 30). Your odds of 
needing long-term healthcare are 1 in 2. In other words, you have 
a 50/50 chance of needing some type of long-term healthcare in 
your lifetime.  

When it comes to owning a long-term care policy, don’t be the one 
who says, ‘coulda, woulda, shoulda.’  Too much is at stake. If you 
buy it and don’t need it, you’ll be glad. If you buy it and need it, you 
and everyone else in the family will be very, very glad. None of us 
want the burden of paying for our healthcare to be forced on oth-
ers including our spouse, our children, or the government.
   

On the following pages you will find nine questions 
(and answers)  I consider important in learning about
long-term care insurance.
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LoNg-TERM HEALTHCARE has 
become a critical family issue to-
day because we are living longer 
due to revolutionary advances in 
medicine and public health. Car-
diovascular disease is no longer the 
killer it once was, and cancer deaths 
are continuing to decline. Medical 
breakthroughs are also impacting 
diseases such as diabetes and Al-
zheimer’s disease.  

But long life doesn’t mean the absence of 
caregiving. Rosalyn Carter, former first lady 
of the United States, once said, “There are 
only four kinds of people in this world - those 
who have been caregivers, those who are 
currently caregivers, those who will be care-
givers and those who will need caregivers.”  

QUESTIoN 1

What makes long-term healthcare 
a family issue?

In many 
situations, 
caregiving 
responsibilities 
are not 
distributed 
evenly 
among family 
members.
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So often, when the focus is on the 
person needing care, the needs of the 
caregiver are overlooked.  In many 
situations, caregiving responsibili-
ties are not distributed evenly among 
family members. one family member 
may live close enough to assume all or 
most of the caregiving.  Another may 
be able to contribute financially to the 
needs of the care recipient. Still others 

may not be willing or able to share the mounting cost of care.  

As with most insurance, you hope you never need to use it; howev-
er, if you do need long-term care services, your personal financial 
resources will make a significant difference.  

A married couple accumulates assets and resource to be used dur-
ing their retirement years.  All too often, if one of them needs long-
term care, financial resources may be depleted making harder for 
the surviving spouse to pay for long-term care if needed. Thus it is 
imperative that you be conscientious in preserving as much mon-
ey as possible while doing everything you can for your loved one 
needing personal and medical services now.  Long-term care in-
surance helps preserve those resources for the surviving spouse.  

If you are single, consider siblings and other family members who 
might be affected if you need long-term care services.   They would 
be very concerned about your well being if you had limited choic-
es related to your care.  

If you are single, 
consider siblings 
or other family 
members who 
might be affected 
if you need 
long-term care 
services.



What Makes Long-Term Healthcare a Family Issue?
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Unfortunately long-term care insurance 
has historically been marketed as a prod-
uct for retirees; however, there are no age 
restrictions on who may need long-term 
care.  Many of you reading this book may 
be caring for an adult child as a result of 
an accident or other debilitating illness re-
quiring long-term care. 

one classic example was the unexpected injury Christopher Reeves 
‘Superman’ suffered in a horseback riding accident.  Mr. Reeves was 
43 years old when he had an accident that left him paralyzed for 10 
years. His loving wife, Dana, cared for him until his death.  Unfor-
tunately, she was diagnosed with lung cancer and died less than a 
year after her husband’s death.  Most would agree that the years of 
caregiving compromised her health.

A common misconception among the general public is that health 
insurance also pays for the type of long-term care services Chris-
topher Reeves required.  Remember, health insurance pays oNLY 
for the physician, hospital, medications, and other services related 
to a short-term accident or illness.  once care becomes custodial 
in nature, it is NoT covered by health insurance.  Long-term care 
insurance provides financial resources to pay professionals to take 
care of daily needs such as bathing, dressing, or feeding; thus, re-
lieving much of the physical strain on the family.  The family can 
then concentrate on giving love and emotional support to the one 
needing care.  

Fortunately, today we have options that were not available to our 
parents.  They were often forced to choose a nursing home when 

Once care 
becomes  
custodial in 
nature, it is   
nOT covered 
by health 
insurance.
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they became unable to care for themselves independently.  Pro-
fessional services for home healthcare were almost nonexistent.  
Demographics were also different.  Families lived in closer proxim-
ity to each other, the ‘man of the house’ worked and provided the 
total income for the family, and the woman stayed home to care 
for the family.  Additionally, there were fewer two-income families, 
which facilitated caregiving for the sick or elderly within the family 
unit.  You may remember this situation portrayed in the television 
show, ‘The Waltons.’

Today, two-income families are by far the majority, followed by 
single-parent homes.  These family units have been dubbed the 
‘sandwich generation’ because they are responsible for school-
aged children as well as aging parents.  Quitting a job to care for 
a parent is not usually an option, so having professionals who can 
provide caregiving services makes it much easier on the entire 
family.

nOTeS
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QUESTIoN 2

What criterion should I use to evaluate the 
company offering long-term care insurance, 

and why is that so important?

A CoMPANy’s fINANCIAL RATINgs 
are important in the selection of any 
insurance product.  Additional crite-
rion should be evaluated for long-term 
care insurance since this is such a new 
product.  Has the company you are con-
sidering for long-term care insurance 
demonstrated its commitment to the 
LTC market?  Does the company have 
a strong track record on long-term care 
insurance?

Some companies began selling long-
term care insurance and then decided 
it wasn’t profitable for them.  As a rule 
of thumb, when an insurance company 
introduces a new product, it takes ap-
proximately 15 years for that company 
to determine profitability.  We have seen 
large, reputable companies get in the 
long-term care insurance market, stay a 

You want to 
know if the 
company you are 
considering for 
your long-term 
care insurance 
has demonstrated 
a commitment 
to the long-term 
care market 
and is sound 
financially.
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few years, and then get out of the market.  
In many cases, policyholders experienced 
significant rate increases due to third-party 
administration.  When they had questions 
or wanted to file a claim, they had to deal 
with the third-party administrator instead 
of the company from which they had pur-
chased the policy.  

I recommend you buy long-term care insur-
ance from a company that has been in the 
market for a minimum of 15 years and is 
selling its product in every state.  Buy from a 
large national company that offers a variety 
of insurance products including long-term 

care insurance, life insurance, annuities, mutual funds, and 401k 
plans.  

Long-term care insurance is just one component of a comprehen-
sive financial portfolio.  For more information about ratings, con-
tact one of the following agencies. (A.M. Best is probably the most 
reputable rating service.  Make sure you purchase long-term care 
insurance from a company that has an ‘A’ or better rating from A.M. 
Best.)   

 

Buy long-
term care 
insurance 
from a 
company 
that has 
been in the 
market for a 
minimum of 
15 years and 
is selling its 
product in 
every state.

A.M. Best
Phone: (908) 439-2200

www.ambest.com

standard & Poor’s 
Phone: (212) 438-7280

www.standardandpoors.com

Moody’s 
Phone:  (212) 553-1658

www.moodys.com

fitch 
Phone:  (800) 853-4842
www.fitchratings.com



nOTeS
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QUESTIoN 3

What types of long-term care 
insurance policies are available?

WHEN you PuRCHAsE long-term 
care insurance, look carefully at how 
the benefits will be delivered once 
you become eligible to receive them.   
Remember, you are buying long-term 
care insurance for a future time when 
you may need professional services 
because you are unable to care for 
yourself independently.  

Choose a plan that will deliver the 
benefit in the most beneficial way, considering the already chal-
lenging circumstances of needing long-term care services. Some 
contracts deliver the benefit by the indemnity method while oth-
ers deliver the benefit by the reimbursement method.  Some con-
tracts also deliver the benefit by a hybrid of the two.

The indemnity method pays your full daily benefit amount each 
day a covered service is received, regardless of the cost of that ser-
vice.  For example, if your plan has a $300 per day benefit at the 
time you become eligible for benefits, and you receive services 
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from a licensed professional costing $200 a day, you will still re-
ceive a check for $300.  That extra $100 in excess of charges will be 
very useful for other expenses associated with long-term health-
care such as prescription medications, medical equipment, and 
specialized transportation. You can also put that extra money in 
your bank account for future needs. 

The reimbursement method, as the name suggests, reimburses 
the care provider or the insured up to the actual expenses.  For 
example, if your plan has a $300 per day benefit, and you receive 
services from a licensed professional costing $200 per day, you will 
be reimbursed $200 for actual expenses.  The $100 difference will 
remain in the plan, thus extending the length of the benefit pe-
riod.  

Reimbursement can be on a daily or monthly basis, so always 
select monthly reimbursement.  Whatever services are required 
during that month will be reimbursed up to your monthly ben-
efit amount. Some days the cost of services needed may be more 
than your daily benefit amount, and some days it may be less.  By 
selecting the monthly reimbursement plan, you will have fewer 
out-of-pocket expenses to pay.

Some plans offer a combination of 
the reimbursement method and the 
indemnity method.  These plans fol-
low the basic design of a reimburse-
ment plan but allow you to make a 
monthly choice of receiving a reduced 
cash benefit.  For example, if you have 
a plan that pays a monthly reimburse-

Reimbursement 
can be on a daily 
or monthly basis, 
so always select 
monthly
reimbursement.
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ment of $6,000, you can elect to re-
ceive a percentage of that amount in 
cash, i.e. 35% or 40%.  If you choose 
to receive 40%, you will get $2,400 
in cash that can be used as needed 
rather than the reimbursement of up 
to $6,000 for actual expenses.  The 
next month you can return to the full 
reimbursement of actual expenses.  
During the months you receive a 
percentage, the remaining funds will 

stay in your plan and lengthen your benefit period. Having that 
extra cash may allow you to pay friends or family for services that 
otherwise would not be covered. 

Some plans will pay the full monthly benefit in cash.  It only requires 
that you qualify for the care to receive the benefit. This plan is the 
most flexible because the money can be used for any purpose, but 
the premium is much higher compared to other methods.

Any plan you consider should pay for benefits at all levels of care 
and in any setting, such as home care, adult day care, assisted-liv-
ing and nursing home. The plan should also include coverage for 
both skilled and non-skilled care. Approximately 80% of long-term 
care is received outside a nursing home, either in the home or in 
an assisted-living facility.  Most plans offer a choice of 100%, 75%, 
or 50% of the nursing home benefit for home and/or community 
care, which includes assisted living and adult day care.  Unless the 
premium is your main consideration in purchasing a plan, I recom-
mend you choose the same benefit amount for services at home 
as in a nursing facility.  Most long-term care is received at home, so 

Approximately 
80% of long-term 
care is received 
outside a nursing 
home, either in 
the home or in 
an assisted-living 
facility.  
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the home care benefit is extremely important in a well-designed 
plan.  If you want to remain at home even when you need round-
the-clock care, make sure you clearly communicate this with your 
insurance agent.  Your plan can be designed with a daily benefit 
that is at least 30% more than a plan that assumes five to eight 
hours of services at home.

Many group plans offered through employers offer only 50% of 
the nursing home benefit for home care.  If you are thinking about 
purchasing a plan through your employer, inquire about the home 
care benefit and then purchase the policy on the basis of receiving 
an adequate home care benefit. 

The importance of inflation protection cannot be overstated.  Care-
fully consider the impact of inflation in the cost of services when 
purchasing a long-term care plan.  What may protect you today 
will have little value to you 20 years from now with the rising cost 
of healthcare services.  I expect to see retirement and lifestyle op-
tions available to future retirees that aren’t available today, partly 
because the ‘baby boomer’ generation will demand better services 

and better facilities.  Naturally, the best op-
tions will likely be the most expensive. 

Your plan should provide resources that 
allow you to take advantage of all options 
available if and when you need long-term 
care services.  When I talk to my clients, I 
always stress that they are buying a future 
benefit.  I encourage them to focus on that 
rather than on the current benefit printed 
on the proposal.  By making a projection 

Carefully 
consider the 
impact of 
inflation in 
the cost of 
services when 
purchasing a 
long-term care 
plan.  
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of the benefit that will be available to them 20 or 30 years down 
the road, it becomes easier for them to visualize how their long-
term care insurance plan fits into their overall financial plan. 

nOTeS
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QUESTIoN 4

At what age should I buy 
long-term care insurance?

IN oRDER To answer this question, 
we should take a look at reasons for 
buying long-term care insurance at 
different ages. 

 
Ages 50 to 60 

It is best to begin investigating long-
term care insurance while you are in 
your early 50s since premiums are 
driven by age and current health.  Ad-
ditionally, there is something about 
age 50 that catapults our thinking 

from the life we’ve had to the life that lies before us. (Maybe it is 
because we get our first mailing from AARP!)  Retirement seems to 
take on greater meaning, and articles about retirement suddenly 
catch our attention.  

If you plan to retire at age 65, you have 15 years to be prepared for 
those all-important years when you will be living on the planning 
you have previously done.  At age 50, you still have time to make 
a difference in what that picture will look like.  If you are like most 
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people, you are amazed that you have already lived half a century, 
and you can’t fathom how that time passed so quickly.  You may still 
be helping your children become adults or financing their journey.  
You may also begin to realize that your parents are getting older.  If 
you haven’t purchased long-term care insurance by this time, start 
doing your homework.  The premiums will never be lower and, if 
you are in good health, you will qualify for the coverage and pos-
sibly receive a discount because of your health history.   

Another reason to consider buying long-term care insurance at 
age 50 is the availability of an accelerated payment option.   This 
is an excellent method of payment if it fits into your budget.  For 
example, if you are 50, you can add a rider to your policy that will 
allow you to own a ‘paid up’ plan in 10 years by age 60.  You will be 
paying all your long-term care insurance premiums during your 
earning years in order to own a ‘paid up’ plan during your retire-
ment years. Premiums for this type of plan are considerably higher, 
but owning a ‘paid up’ plan at retirement makes this option almost 
too attractive to pass up.  (Although you could have a rate increase 
while you are paying the accelerated premiums, once the plan is 
paid up, the possibility of a rate increase is eliminated.) Peace of 
mind that comes with owning a ‘paid-up’ plan is immeasurable.  

For those of you who have disability insurance through your work-
place, please remember that the disability insurance you own typi-
cally expires at age 65 or 67. As you get closer to the time your dis-
ability coverage expires, your potential benefit due to a claim will 
be less because the benefit will be paying out for fewer years.  For 
example, if you are 50 years old and become disabled, your policy 
will pay benefits for 15 to 17 years, depending on the terms of the 
contract.  If, on the other hand, you become disabled when you 
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are 60 years old, your benefits will be payable 
for only five to seven years. Long-term care 
insurance works the opposite way.  A long-
term care insurance policy with inflation pro-
tection has increasing benefits.  Every year 
you own the policy, the benefits payable 
during a claim increase. 

Premiums for an individual disability policy 
can be substantial, and the total amount 
payable to you decreases every year if you 

become disabled.  Evaluate your policy to determine what the pol-
icy’s value is to your current financial plan.  

To illustrate this point, I will share an experience.  I was recently 
working with a 55-year-old, successful business owner who had 
an individual disability policy with a monthly premium of approxi-
mately $250.  His business had developed the plan so that, in the 
event he became disabled, the income from his business would 
continue to support his family, thus making the disability policy 
less valuable to him.  I suggested he take the premiums he was 
paying for disability coverage and purchase a long-term care in-
surance policy for his wife and himself.  Both of them were young 
and healthy, so they were able to purchase an excellent compre-
hensive plan that included inflation protection with the same pre-
mium dollars.  

In most cases, it is important to continue disability coverage during 
your earning years.  Whenever possible, I like to stack a long-term 
care policy on top of the current disability coverage.  This gives 
the family extra protection in the event of a catastrophic injury or 

In most 
cases, it is 
important 
to continue 
disability 
coverage 
during your 
earning 
years.
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illness.  A disability benefit typically replaces 60% of one’s earn-
ings.  If the employer provides the benefit, it will be taxable and 
thus create a considerable shortfall for the family.  Long-term care 
insurance can help make up that difference and pay for health-
care services that may be needed down the road.  When disability 
coverage expires, the long-term care policy will continue to pay 
benefits for as long as the contract stipulates. 
 
Before buying long-term care insurance in place of disability in-
surance, one must understand what triggers the benefit in each 
policy.  Disability insurance is triggered if you become unable to 
do ‘the material and substantial duties of [your] occupation.’  Long-
term care insurance is triggered if you are unable to perform cer-
tain ‘activities of daily living’ or have a cognitive impairment such 
as Alzheimer’s disease or dementia.  It is entirely possible that you 
could qualify for disability benefits and not qualify for long-term 
care benefits. 

So, if you don’t own a long-term care policy, now is the time to 
evaluate this insurance plan as it relates to your particular retire-
ment needs. Premiums increase significantly as you get older, and 
health issues may prevent you from qualifying for a long-term care 
plan.  

Ages 18 to 30 

Why buy long-term care insurance at age 18?   Most 18-year-olds 
are still being financed in varying degrees by their parents, and a 
disability at such a young age would be devastating and could last 
a lifetime.  Health insurance pays for the physician and hospital 
in the event of an accident or illness, but once the disability or ill-
ness becomes custodial in nature, health insurance no longer pays 
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benefits.  It is important to understand that 
a long-term care event could happen at 
any age, and health insurance may not be 
enough.  The premium for a long-term care 
policy is very affordable at this age and can 
add a layer of protection that brings enor-
mous peace of mind.  

Age 30 to 50 

If you are in a profession that provides dis-
ability insurance for you, or if you own an 
individual disability policy, consider own-
ing long-term care insurance as an add-on to your disability cov-
erage.  Physicians and other high-end professionals are limited in 
the amount of disability coverage they can own, which leaves a 
sizeable gap between their disability benefit and their earnings. If 
you don’t have other resources to fill the gap, it would be wise for 
you to purchase a long-term care policy.  

A long-term care policy is another option if you don’t own disabil-
ity insurance either because it isn’t available to you or because it 
is too expensive.  A policy will provide some financial protection 
against a life-changing, catastrophic event. Remember, having a 
long-term care need is significant enough without having to deal 
with a financial and emotional crisis as well. 

Recently, I worked with a computer technician in his mid-40s.  He 
was concerned about the financial well-being of his family if he 
became disabled. When we looked at a disability policy, we found 
that the premiums were very high and the benefits offered for 
the premiums were insufficient.  Since the client felt he could per-
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form most of his professional duties from 
home, we decided to look at a long-term 
care insurance policy instead.  As a result, 
he will actually receive twice the benefits 
he would have received from a disability 
contract for half the premium. He is com-
fortable with the concept of long-term 
care insurance providing a safety net to 
meet a loss of income due to an accident 
or illness. 

Age 60 to 70 

Fortunately, a well-designed long-term care plan is still considered 
a bargain compared to the cost of services from a long-term health-
care need.  Look at all the options of a plan design.  If you are still 
working but plan to retire at age 65, you will continue to pay the 
premiums after you retire. Make sure you buy a plan that fits with 
your post-retirement budget, because buying a policy and then 
letting it go is a senseless waste of money.  Consider using a simple 
inflation rider rather than a compound inflation rider so your pre-
mium fits your budget. 

Ages 70 to 80 

Even at this age, it may still be wise to consider buying long-term 
care insurance, especially if you are 75 or younger. Early in the evo-
lution of long-term care insurance when the product first came on 
the market, many of the people inquiring about it were over age 
70.  Most purchased the coverage as protection for their families 
and their assets.  Now, more than 5 million Americans live with 
Alzheimer’s disease (nearly one in two people over age 85), and it 
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is forecasted that 16 million Americans will be living with the dis-
ease by 2050.  Long-term care coverage is especially important for 
families who care for someone with Alzheimer’s disease. 

Age 80 and above 

Although some companies will offer long-term care insurance up 
to age 84, in most cases this age group should investigate alterna-
tives to individual long-term care insurance.  An annuity and life 
insurance with a long-term care rider would be a good choice.  See 
the information on LINKED BENEFITS for additional information.

nOTeS
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QUESTIoN 5

Are there any tax advantages for 
purchasing long-term care insurance?

THE fEDERAL goVERNMENT sent a 
strong message to Americans in 1996 
with the passage of the Health Insur-
ance Portability and Accountability Act 
(HIPAA) and in 2006 with the passage of 
the Pension Protection Act.  The Health 
Insurance Portability and Accountability 
Act (HIPAA) created “qualified long-term 
care insurance.”  If a policy meets the 
requirements specified in the Act, it re-

ceives significant tax advantages.  This Act also gives tax incentives 
to buyers of long-term care insurance.  

The federal government has legitimate concerns about the ability 
of Medicare and Medicaid to provide for the long-term needs of 
the baby boomer generation.  It is estimated that the number of 
people needing long-term care services exceeds nine million per 
year and will increase to over 12 million by 2020.  our government 
recognizes the potential for a healthcare crisis and is encouraging 
people to purchase long-term care insurance by offering financial 
incentives.  
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The most significant tax advantage is for 
business owners. Businesses that are or-
ganized as an LLC, a Subchapter S, or a 
Partnership can deduct long-term care 
premiums for the business owner up to 
a certain limit determined by the own-
er’s age. A business that is organized as 
a C Corporation can take a full deduc-
tion of the premiums regardless of age. 
Employer payments for long-term care 
group premiums are also tax deductible 
to the employer but not part of the tax-
able income to the employee. During 2009, $280 per day of ben-
efits paid from a long-term care insurance policy is tax free, and 
this applies to individuals as well as business owners.   

Each year the federal government has increased the amount that 
can be received as tax-free income.  This is one part of the tax code 
that allows you to receive a tax deduction for premiums paid as 
well as a tax-free benefit at claim time.  With all the tax incentives 
being offered by the federal government, it is encouraging to know 
that people are looking ahead and purchasing long-term care in-
surance rather than relying on Medicare or Medicaid as a funding 
source for long-term care needs.

Premiums paid by individuals who are buying long-term care in-
surance (who are not business owners) are deductible as medical 
expenses for itemized deduction purposes, and the amount that 
can be deducted is determined by one’s age-bracket. If long-term 
care expenses exceed 7.5% of adjusted gross income, that amount 
is deductible. 
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I am often asked if I think the government will take away these 
tax incentives. on the contrary, I believe we should expect them 
to be expanded. I hope to see an above-the-line tax deduction 
and the inclusion of long-term care insurance in ‘cafeteria plans.’ 
The current Medicaid system will go broke sooner than later if 
serious attention is not directed toward encouraging the private 
sector to purchase long-term care insurance protection, thereby 
spreading the risk with the insurance industry rather than with the 
government.

Check with your tax advisor or your accountant for specific advice 
related to your situation.  

nOTeS
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QUESTIoN 6

What parameters should I use to 
determine if I should buy long-term 

care insurance or pay for services 
with my accumulated assets?

WHEN I BEgAN THIs PRojECT in the 
spring of 2008, who could have imag-
ined that the economy would expe-
rience such a drastic decline?  Many 
people who were comfortable paying 
long-term healthcare costs out of pock-
et have seen their portfolios shrink by 
40% or more. Most believe the country 
will hit that elusive bottom and then 
begin its climb, thus regaining some of 
its losses. But what if you had decided 
to ‘self-insure’ and needed to pay long-
term healthcare costs now? Selling 
stocks to fund your long-term health-
care needs would further devastate 
your financial situation that had taken 
years to create. The benefits provided 
by long-term care insurance are not 
subject to market swings, so owning 
long-term care insurance should serve 
as the risk management component of 
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Should I Buy Long-Term Care Insurance or Pay for Services with Accumulated Assets?

a well-designed portfolio, preventing you 
from being forced to sell stocks and assets 
when it is not to your advantage. 

So ask yourself, “Can I comfortably assume 
the financial risk of long-term healthcare 
now or when I am most likely to need it?  
According to a recent statistic, 69% of those 
over age 65 will need long-term healthcare 
at some point in their lives. Prudence dic-
tates that you should consider yourself in 
that 69% group. Assume that you will need 
to pay for long-term healthcare services at 
some time, and decide now what source of 
funds you will use to pay for those services. 
Do you have stocks you could liquidate? 

Do you have other assets you are willing to liquidate and use? 

The need for long-term healthcare is a matter of significant finan-
cial risk. Long-term care planning should be part of a well-de-
signed financial plan that assesses your current situation as well as 
future assets and income. Be certain that you have considered that 
costs of services today are expected to rise dramatically within the 
next 20 years and perhaps even triple what they are today.  Be pre-
pared to either pay for the services of long-term healthcare out of 
pocket or to transfer that risk to the insurance company, provided 
you qualify for coverage. 
 
Stewart Welch III, founder of the Welch Group, a wealth manage-
ment firm in Birmingham, Alabama, and author of several books 
including The Idiot’s Guide to Getting Rich said, 
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“I used to advise our clients who had a net worth exceeding 
$2 million to ‘self insure.’ But what I have found is that people, 
particularly people of wealth, are adamant that they remain 
in their homes rather than enter a nursing home facility. The 
result is often 24-hour nursing care, seven days a week, and 
the resulting costs are astronomical. In one recent case, both 
the husband and wife required round-the-clock professional 
care by two separate teams costing over $200,000 a year!” 

That is in today’s dollars. Remember, due to inflation, those costs 
will be significantly higher 20 years from now.  

I  have many clients who are wealthy but they have still purchased 
long-term healthcare insurance.  Premiums are insignificant when 
measured against the true cost of long-term healthcare, which is a 
combination of the actual cost of long-term care services and the 
opportunity cost of that expenditure. Dismantling a financial port-
folio is stressful, and a quick sale of assets is usually to the buyer’s 
advantage, not the seller’s. Wealthy individuals calculate the loss 
of investment earnings and carefully consider that being forced 
to sell stocks at inopportune times is usually costly for them. The 
premium is tax deductible in many instances, giving another in-
centive to add this layer of protection to one’s assets. 

on the other end of the spectrum ask yourself, “If I have limited 
assets, should I buy long-term care insurance?”  If you can pay pre-
miums on a minimum plan without placing a burden on your life-
style, then consider an assisted-living and facility plan with a two 
or three-year benefit.  Plans of this type don’t cover home care, but 
they do cover assisted-living facilities and nursing homes. You will 
save about 20 to 30 percent in premiums and preserve your choice 
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of living in an assisted-living facility.  Plus, you won’t be forced to 
go on Medicaid, a government-assisted program.

We are fortunate to have a government program to serve those in 
the community who cannot afford to pay for nursing home ser-
vices; however, by qualifying for Medicaid, you give up choices on 
where you want to receive care.  If you are married, you also put 
your spouse at risk of having inadequate financial resources for his 
or her life and lifestyle.

nOTeS
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A NuMBER of oPTIoNs are avail-
able to help your long-term plan 
keep up with the rising cost of care.  

future Purchase Offer

This product is designed to protect 
the insured for 15 to 20 years, and 
inflation protection isn’t built into 
this plan.  Every three years, howev-
er, the insured is given the opportu-
nity to increase the policy’s benefits 
regardless of changes in health.  The 

increase in policy benefits would also have a corresponding in-
crease in premium.  My concern is that the initially low premiums 
would increase so dramatically that the insured would rather settle 
for a much lower benefit than pay the ever-increasing premiums.  
At the time long-term healthcare services are needed, the benefit 
may then be inadequate to meet the needs of the insured. Let it be 
said, however, some benefit is certainly better than none.
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5% Simple Inflation Protection

By adding this rider, the original benefit will increase 5% each year, 
and in 20 years the original benefit will have doubled. In many cas-
es, this is the option I recommend, particularly for those 70 years 
of age and older. I also use simple inflation protection for people in 
their 50s and 60s if they have considerable assets that can contrib-
ute to a long-term care need.  The simple inflation option costs less 
than the compound inflation option; however, you’ll gain more 
coverage each year with compound inflation protection.  Carefully 
consider the simple inflation option so you will have adequate 
benefits when care is needed. 
 
5% Compound Inflation Protection

The original benefit will increase by 5% of the previous years’ ben-
efit and in effect, will double in approximately 15 years.  The power 
of compounding is almost magical and will far outpace simple in-
flation in approximately 30 years. Again, a careful analysis of one’s 
circumstances is necessary to determine which inflation protec-
tion will be best to add to your plan.  Sometimes the choice is easy. 
For example, compound inflation makes sense for people in their 
30s and 40s.  I advise clients to start with a lower benefit amount 
knowing that the benefit will inflate to appropriate amounts dur-
ing retirement years. The compound inflation rider costs more than 
the simple inflation rider for obvious reasons.  The financial obliga-
tion of the insurance carrier is much greater in the latter years of 
the contract, and with people living longer, the projected payout is 
much greater.  With the current state of the economy, I expect that 
many carriers will reconsider the option of compound inflation be-
cause they will have difficulty investing the premiums collected 
and getting returns that allow them to pay the claims and make a 
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profit. Some carriers are already redesigning their long-term care 
insurance plans and pricing the compound inflation rider consid-
erably higher than in their previous plans.

No inflation

If you are 65 years of age or older, consider a long-term care insur-
ance plan that is one and a half to two times the current cost of care 
without any added inflation rider. You can determine which plan is 
the best option by making a comparison between a plan that has 
a higher benefit amount without inflation and a plan that has a 
lower benefit option with simple inflation.  Consider your current 
health as well as your family health history in making a decision.  
Many people who are 75 years old will live well into their nineties, 
and a good plan design will take longevity into account.

The chart on the following page shows a comparison of a $100 dai-
ly benefit with a 5% simple growth vs. a 5% compounded growth.

“No one looks forward to a time when he or she is dependent on 
others for personal physical care. Long-term care insurance en-
sures a sense of dignity, control and self-reliance during a time 
in one’s life that can otherwise feel very out of control. Having a 
ready source of funds to pay for the related costs makes all the 
difference. LTC insurance does not eliminate the fear, pain, heart-
ache, or anxiety associated with physical or mental decline, but 
it does provide peace of mind that cannot be measured mone-
tarily.”

Jan L. Brakefield, M.S., CFP, Assistant Professor,
Department of Consumer Sciences,

The University of Alabama
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Year 5% Simple 5% Compounded

1 100.00 100.00
2 105.00 105.00
3 110.00 110.00
4 115.00 116.00
5 120.00 122.00
6 125.00 128.00
7 130.00 134.00
8 135.00 141.00
9 140.00 148.00

10 145.00 155.00
11 150.00 163.00
12 155.00 171.00
13 160.00 180.00
14 165.00 189.00
15 170.00 198.00
16 175.00 208.00
17 180.00 218.00
18 185.00 229.00
19 190.00 241.00
20 195.00 253.00
21 200.00 265.00
22 205.00 279.00
23 210.00 293.00
24 215.00 307.00
25 220.00 323.00
26 225.00 339.00
27 230.00 356.00
28 235.00 373.00
29 240.00 392.00
30 245.00 412.00
31 250.00 432.00

$$

Comparison of a $100 daily benefit with a 
5% simple growth vs. a 5% compounded growth
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QUESTIoN 8

What benefit period 
should I buy?

LoNg-TERM CARE IN-
suRANCE is paid out over 
different periods.  When 
you purchase a long-term 
care policy, you will be 
able to select the benefit 
period.  The most common 
ones are 2 years, 3 years, 4 

years, 5 years, and lifetime.  The lifetime benefit offers the most 
secure benefit because the plan pays out as long as you live. For 
example, if President Ronald Reagan had owned a lifetime plan 
when he was diagnosed with Alzheimer’s disease, his plan would 
have paid benefits over the remaining 11 years of his life.

Forty-five percent of all long-term care claims are paid out to those 
under age 65. If a young person needs long-term care due to an 
accident or debilitating illness, he or she is more likely to recover 
and go on to lead a productive life.  Then at some point in life, he or 
she may need long-term care again.  A lifetime plan will accommo-
date care at the younger age as well as during the senior years.  If 
you choose a benefit period shorter than lifetime, you might want 
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to consider a ‘restoration of benefits’ rider for your plan.  See the 
Glossary of Terms for an explanation of this rider.  

over the life of the long-term insurance contract, you will most 
likely experience rate increases. If you buy a plan that has a lifetime 
benefit period and then later realize the premiums are too bur-
densome, you will have the option to reduce the benefit period, 
which will, in turn, reduce the premiums.  The lifetime benefit is 
the most secure option because it pays benefits as long as you live.  
Women, in particular, are very security-minded and will elect to 
own lifetime coverage when financially feasible.  With that being 
said, consider buying a lifetime benefit plan if you are concerned 
about running out of money before running out of life.  

There is a lot to be said about buying a benefit period shorter than 
lifetime.  The premium for lifetime is 20 – 40 percent higher than 
for shorter benefit periods, and claims are usually paid for only 3 
to 4 years.  Why is this?  In order for the insured to qualify for the 
benefit, he or she must be unable to perform normal activities of 
daily living such as bathing, dressing and eating, or have a severe 
cognitive impairment such as Alzheimer’s disease or dementia. 
When a person’s health reaches the point of needing this type of 
assistance, statistically he or she will live only 3 or 4 years longer. 
  
When I discuss long-term care insurance with someone, I explain 
long-term care insurance as a right-brain/left-brain decision. The 
right brain is analytical and values statistics when deciding how 
much risk to assume and how much money to spend. The concept 
of a person’s ‘risk tolerance’ comes into play. The left-brain decision 
is based on emotions and recognizes that owning long-term care 
insurance is a matter of peace of mind, security and dignity of life.
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one of the most important reasons people 
buy long-term care insurance is for peace of 
mind; therefore, it is very important to assume 
a premium that you can comfortably pay un-
til the benefit is needed. I don’t want you to 
lose sleep every time you write a check to 
pay the premium.  Unless you choose an ac-
celerated-payment option (paying the plan 
over a shorter period of time), you will pay 
the premiums until the benefit is needed or 
until your death.  

Personal experience can dictate what type of plan you choose. 
If, for example, you have a family member who needs long-term 
healthcare for an extended period of time (i.e. 10 to 15 years), you 
may ignore the statistics and buy a lifetime benefit period.  

I like to think of long-term care insurance as a safety net to pro-
tect the insured from unexpected costs of long-term healthcare.  
The policy should fit with other components of your financial plan 
so the premiums are reasonable for your particular financial situ-
ation.  If other resources such as retirement benefits, inheritances 
and social security benefits can be utilized to pay for long-term 
care services, a good long-term care insurance plan should reflect 
those resources.

Long-term care insurance preserves choices, so the determining 
factors should be quality and location of care received. Since most 
people choose to remain in their homes or in a retirement commu-
nity if possible, the plan you select should reflect the costs associ-
ated with either of these choices. If you desire to remain in your 
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home and have round-the-clock care, you should purchase a plan 
with a generous daily benefit appropriate to the cost of services in 
your area. (See the MetLife cost surveys in the reference section of 
the book for details about cost of the services.)

In choosing a benefit period, you should 
have a good understanding of what the 
benefit will be at the time you will need 
it.  For example, if a 60-year-old man buys 
a long-term care plan with a 5-year bene-
fit period and an initial benefit amount of 
$50,000 a year with a 5% simple inflation 
rider, he will have a safety net of $250,000 
in tax-free benefit dollars. At the age of 80, 
his safety net will have grown to $500,000.  

When you purchase a long-term care plan, 
you purchase a future benefit.  Although you 
own the benefits the day you are approved 
and pay your first premium, it’s important to 
know exactly what long-term care benefit 
you will own (because of the inflation pro-
tection) in your eighties and nineties to help 
you determine the amount of coverage to buy. For instance, if your 
future long-term care insurance benefit is over $700,000 at age 85 
and you have appropriate protection for your other assets and the 
premiums are right for your budget, then this is the plan to buy.

Several factors should be considered in choosing a benefit period. 
one important consideration is the difference between life expec-
tancies of men and women.  When I talk to a married couple, I like 
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to say, “Long-term care insurance is cover-
age that men buy for their wives. The wife 
is usually around when her husband needs 
long-term care services to bring him turkey 
sandwiches while he sits in the recliner and 
manages the television remote.  He then dies 
and goes to glory, and she lives 10 or more 
years faced with the very real prospect of 
needing long-term care services without the 
assistance of her spouse.”

Married men are more likely to receive ser-
vices at home and spend less time in a nurs-

ing home.  Women typically outlive their husbands 7 out of 10 
times and may be unable to stay at home without oversight and 
a measure of safety provided by a spouse.  Additionally, women 
may need nursing home care for longer periods of time.  (You may 
have noticed the low ratio of men to women in nursing homes.)  
So, when considering benefit periods, take these differences into 
account and purchase a plan that gives your wife the benefit she 
may need.  

If you are single and buying long-term care insurance, understand 
that you may not be able to stay safely in your own home alone. 
You may need to be in a retirement community or in an assisted-
living facility, so buy a plan that coordinates with the cost of those 
living arrangements. (See the MetLife Cost Survey in the back of 
the book.)
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QUESTIoN 9

How do I receive the most from 
my policy at claim time?

WHETHER you PuR-
CHAsED your policy last 
year or 20 years ago, you 
want to receive every ben-
efit provided through your 
contract at claim time.  one 
of my first experiences as an 

agent was very difficult.  A couple had purchased long-term care 
insurance approximately two years before the wife was admitted 
to the hospital with an aneurism. She came home from the hospi-
tal with limited use of her right arm and leg and was unable to care 
for herself independently. She also required assistance with daily 
activities such as bathing, dressing, and eating. The long-term care 
policy the couple purchased had a 90-day elimination period. I 
clearly remember the day her husband called me and said, “Babs, I 
am exhausted and I need help.” He needed relief from the constant 
caregiving responsibilities. 

Unfortunately, he had assumed that the 90-day elimination period 
had passed and that the benefit would now be available and be-
gin to pay for home care services.  My heart sank. In most cases, 
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you cannot begin to satisfy the elimi-
nation period until you have received 
services by a qualified provider.  In this 
case, he should have called me when 
his wife came home from the hospital 
so we could have filed the claim at that 
time and made arrangements for home 
health services in compliance with the 
terms of their contract.  

Depending on the terms of the contract, one day of services may 
have been all that was required to receive the benefits at the end 
of the elimination period. Their particular contract stipulated that 
for every one day of services received, seven days could be count-
ed toward satisfying the elimination period. In this case, he had to 
wait another 90 days before benefits would be payable.

When are benefits payable? Benefits are payable to policyholders 
who become chronically ill or disabled after the elimination pe-
riod of their particular policy has been satisfied.  Most contracts 
require that you receive services in order to begin satisfying the 
elimination period. The elimination period may be in ‘service’ days 
or in ‘calendar’ days. Consult the Glossary of Terms to learn the dif-
ference between ‘service’ days and ‘calendar’ days as they relate to 
long-term care insurance. 

Benefits in a long-term care insurance contract are triggered when 
the insured is unable to perform normal ‘activities of daily living’ 
(ADLs) such as bathing, dressing, toileting, transferring (i.e. getting 
from the bed to the chair), continence and eating without sub-
stantial assistance from another person. one may also qualify for 
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benefits if he or she suffers from a severe cognitive impairment 
such as Alzheimer’s disease or dementia that requires substantial 
supervision by another person to protect you from hurting your-
self or others.  The condition must be expected to last at least 90 
days as determined by a licensed practitioner. once you qualify for 
benefits, you should take full advantage of all the policy has to of-
fer. For example, take advantage of the respite care benefit, which 
is designed to give the primary caregiver temporary relief from 
caregiving duties.  This benefit is available each year the policy is 
in effect.  In some contracts, this benefit may be payable during 
the elimination period.  

Some long-term care insurance plans include an indemnity rider, 
which changes the mode of benefit payment from ‘reimbursement 
of actual expenses’ to ‘payment of the full daily benefit’ regardless 
of the expenses incurred. For example, a 60-year-old man who had 
been in a car accident suffered a head injury that required daily 
assistance with bathing and dressing.  Home care charges were 
$50 per day, but his daily benefit was $130 per day.  For every day 

home care services were provided, he 
netted $80 for other uses related to long-
term care needs.  By using these services 
every day, he maximized the money that 
was transferred from the insurance com-
pany to him.  Remember, the insurance 
company keeps what is left in the plan at 
the death of the insured unless a ‘return 
of premium rider’ is purchased.

If benefits were needed longer than the 
benefit period selected, it would be wise 
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to use services on a more limited basis.  In doing this, you will ex-
tend your benefit period because the money available through 
the plan will stay in the plan.  Remember, you want the money 
purchased through your long-term care insurance plan to work for 
you.  You don’t want to leave it with the insurance company.  

If you own a plan that reimburses for actual services received, you 
still have some control over how long the benefits will be payable 
based on how often you elect to receive the services (unless you 
are in a nursing home where services are continual). If your plan 
provides for a monthly reimbursement, the insurance company 
will add the charges incurred during the month and reconcile 
them against your monthly benefit.  In some cases you may need 
to pay out-of-pocket to make up for a shortfall, or you may have 
enough money left over to extend your benefit period. 

If you own a plan that has a lifetime benefit, make sure you maxi-
mize the monthly benefit by taking advantage of every service 
available in order to spend the full monthly benefit. 

“Discussing long-term care needs with our clients has increased 
dramatically in recent years. As a firm, we made the decision that 
to better serve our clients, we needed to have a strategic alliance 
with someone who had the heart of a teacher and was indepen-
dent and truly passionate about helping families protect their 
long-term care needs. There was only one choice in our minds, 
and that was Babs Hart. In my opinion, she defines the word 
professional and is the only person we feel comfortable referring 
our clients to for this important area of their personal financial 
program.”

~ William A.B. Dowell (Bill)
Vision Financial Group, Inc., Birmingham, AL
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LINKED BENEFITS

Leverage Your Assets

Traditional long-term care insur-
ance is not the perfect fit for every-
one. Sometimes it makes sense to 
use ‘linked benefits.’ A linked ben-
efit might be a combination of a 
life insurance policy and long-term 
care insurance or a combination of 
an annuity and long-term care in-
surance. Most linked benefits life 
insurance policies use a lump sum 

deposit that buys a certain death benefit dependent on the age 
and health of the individual buying the policy. In addition to the 
death benefit, the initial premium buys up to six times the amount 
of the deposit to pay for long-term care for the insured. For ex-
ample, a deposit of $100,000 into a life insurance policy that has 
a long-term care rider might buy a $200,000 death benefit and 
$600,000 in long-term care protection. Tax laws allow a tax-free 
death benefit and long-term care benefits that are tax-free.  This is 
a win/win situation for you.
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Linked benefits are a way to leverage 
the assets you have so they are work-
ing much harder and smarter on your 
behalf. If you own a life insurance policy 
that has cash value and you are insur-
able, it might be wise to move the cash 
value from the policy you own into a 
linked benefit policy that would allow 
you to own long-term care protection in 
addition to life insurance. A word of cau-
tion, however - if you need the long-term 
care benefits, you will be exhausting the 

death benefit dollars first and then the long-term care benefit af-
terwards.  At your death, your family will not have the benefit of a 
lump-sum death benefit payment to help with outstanding debt, 
funeral expenses, or the needs of a surviving spouse.  If, on the 
other hand, you never need long-term care, the death benefit will 
be paid out just like a typical life insurance policy.  

This type of policy is particularly attractive to those who are com-
fortable paying for long-term care out of pocket, but who also see 
the advantages to leveraging the assets they have.  If you have 
money you don’t anticipate needing, make that money do some 
‘double duty.’  Why write a $100,000 check for one year, two years, 
or even three years of long-term care when you can let the insur-
ance company pay for your care. That way, your assets remain in-
tact for investment opportunities, gifts to charity or as part of a 
wealth-transfer plan.  

If you have $100,000 in a safe investment, it probably isn’t earning 
a very high rate of return. Wouldn’t it be much smarter to use that 
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money to purchase a linked benefit that pays double that amount 
at death and six times that amount for long-term care services?  In 
many cases, the answer is yes. Some companies that offer linked 
benefits will guarantee a return of your original deposit as long as 
no benefits have been paid out or no loans have been taken out. 
That way, if you ever change your mind, you can retrieve your de-
posit with no questions asked, making it virtually risk free. If your 
deposit has grown due to the current interest that is stated in your 
policy and you decide to surrender your policy, the funds in excess 
of the original deposit may be subject to a surrender charge or 
penalty for early withdrawal.  In some contracts, if all the benefits 
are paid out to cover long-term care needs, the policy will provide 
a ‘residual death benefit’ of 10% of the original death benefit for 
beneficiaries. For example, if the original policy has a death ben-
efit of $300,000 and a long-term care benefit of $600,000 and all 
$600,000 is used for long-term care services, the family will still re-
ceive $30,000 at the insured’s death.

Long-term care benefits are typically triggered 
when a licensed professional certifies that the 
insured is unable to perform normal activities of 
daily living like bathing, dressing, eating, conti-
nence, or transferring from one place to another 
without assistance.  Similarly, benefits are trig-
gered when the insured has cognitive issues 
such as Alzheimer’s disease or dementia. Fol-
lowing the deductible period specified in the 
contract, benefits of the policy are paid out at a 
predetermined percentage of the death benefit 
until all of the death benefit is exhausted.  After 
this, the long-term care benefits are accessed. 
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You might say that dying too soon and living too long are both 
covered by this contract! 

Long-term care annuities are also available to those 85 years of 
age or younger. one advantage of having an annuity over a stand-
alone long-term care plan is the leniency of the underwriting. Ex-
penses inside the annuity for the long-term care plan are much 
less than for those in a stand-alone policy. The monthly payout is 
tied to the account value at the time of the claim, and the account 
value grows tax-deferred. As in a stand-alone policy, access to ben-
efits is dependent upon the insurer’s being unable to perform two 
of six activities of daily living without assistance or of being cogni-
tively impaired. This is a reimbursement of actual expenses paid for 
long-term care services.

Annuities typically allow a tax-free annual withdrawal of up to 10% 
of the value, which can then be used for needs related to long-
term care that are not eligible to be counted as long-term care ex-
penses such as prescription medications.  Beginning in 2010, the 
Pension Protection Act of 2006 will allow a tax-free withdrawal for 
long-term care expenses from non-qualified annuities. Because of 
this new Act, you may own an annuity that grows tax-deferred and 
may never have to pay taxes when the money is withdrawn. If you 
currently own an annuity, consider exchanging it for one that has 
the added benefit of a long-term care rider.  In the event you need 
long-term care services, those services will be available tax free 
through your annuity.  

Annuities are a safe place for money and have the advantage of 
allowing funds to grow tax-deferred. It is important to understand 
the fees associated with ownership of an annuity, which will include 
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fees for the annuity itself and the additional cost for the long-term 
care rider. If you don’t need the annuity during your lifetime, the 
money will pass to your heirs, and they will be responsible for pay-
ing taxes on the funds they receive.  

nOTeS
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PARTNERSHIP 
& LoNG-TERM CARE 

INSURANCE

As you LEARN MoRE about long-term 
care insurance, you may hear the word 
partnership used often.  So, what is part-
nership in relation to long-term care, and 
what difference does it make to you? 

The goal of partnership plans is for 
people to use the insurance company’s 
money to pay for services before using 
assistance available through Medicaid.  

These programs were developed in the 1980s to encourage peo-
ple who might be considering Medicaid as their only long-term 
care plan to purchase long-term care insurance instead. Partner-
ship encourages people to purchase long-term care insurance as a 
way to protect their assets.

Everyone recognizes that the government should not be counted 
on to provide long-term healthcare services to all the elderly and 
disabled in our country. Medicaid was designed to help those who 
are truly unable to pay for long-term care. Unfortunately, under 
the name of ‘Medicaid planning,’ many decided it was acceptable 
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to take advantage of the system by find-
ing legal ways to divest their assets in or-
der to qualify for government assistance. 
This creates an additional burden on the 
taxpayer and puts individuals receiving 
assistance in a position wherein they have 
no control over where they will receive 
care, and consequently, the quality of that 
care.  

Initially, four states adopted partnership 
programs that allowed residents to pur-
chase long-term care insurance policies 

specifically designed to meet the criterion of the partnership pro-
gram, to retain a specific amount of assets and still qualify for Med-
icaid.  Those states were California, Connecticut, Indiana and New 
York. 

The Partnership program is intended for Americans who would 
most likely fall into the Medicaid system.  The Deficit Reduction Act 
of 2005 (DRA) expanded the partnership program to include all 
states that wanted to participate, thus providing them with much 
of the flexibility they had been seeking to make significant reforms 
to their Medicaid programs.  In order to participate, each state’s 
partnership program had to meet specific criterion including in-
flation protection provisions. Compound inflation is required for 
people under age 61, and some level of inflation protection is also 
required for those between the ages of 61 and 75.  

The Deficit Reduction Act also required the Department of Health 
and Human Services to develop an agreement permitting those 
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who had purchased partnership plans 
to move between states and still use the 
provisions of their policy when care was 
needed. States can opt out, however, by 
not allowing the person to use the advan-
tages of the partnership policy as it relates 
to qualifying for Medicaid in the new state 
of residence. In this case, the insured can 
either move back to the state where the 
policy was purchased or move to another 
state (that had not opted out) in order to 
qualify for the Medicaid benefits while 
protecting assets.   

The number of states that have passed 
partnership legislation is expanding. 
Since no uniform partnership plan exits, it is important to under-
stand the plan provided in your state.  If you own a plan, it will 
generally work so that for every dollar the insurance company 
pays out in benefits, an equal amount of assets will be protected 
if qualifying for Medicaid. Some plans offer ‘total asset’ protection, 
which allows policyholders to protect all their assets from a Medic-
aid spend down. The goal of partnership plans is for individuals to 
first use the insurance company’s money to pay for services before 
using the assistance available through Medicaid, thus lessening 
the burden on Medicaid.  

As mentioned previously, the Deficit Reduction Act of 2005 re-
quired that partnership plans offer only compound inflation as an 
option to those purchasing under the age of 61. This has become 
an obstacle at times because the cost of adding compound infla-
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tion adds considerable expense to the policy.  Someone who might 
have purchased a plan with simple inflation to keep up with the 
rising costs of care may find the addition of compound inflation 
too expensive.  Fortunately, states that are offering a partnership 
program require agents to have specific training in the partnership 
program offered in their state. 

If your state has a partnership program, make sure you discuss this 
with your agent when you inquire about long-term care insurance, 
especially if you think you might need government assistance 
along with long-term care. This would enable you to preserve 
some assets while still qualifying for Medicaid. 

Preservation of assets for a couple could make a tremendous dif-
ference to the surviving spouse. Caregivers often suffer physically, 
emotionally and financially while taking care of loved ones. Long-
term care insurance protects the caregiver to some degree, and 
the partnership program adds some financial buffer to the surviv-
ing spouse.

If Partnership programs encourage more people to own long-term 
care insurance as protection for their families, then these programs 
will serve all of us who are taxpayers. The biggest advantage is that 
if insurance companies pay out benefits first, this may very well 
prevent people from using taxpayer dollars in the Medicaid pro-
gram.  In this situation, insurance benefits would most likely en-
able the person needing care to stay in his or her home longer 
rather than being forced to go into a nursing home.  

Partnership programs are expanding to more and more states 
and are still evolving. Reciprocal agreements among the states are 
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needed so that policyholders who have 
plans that include partnership are not 
penalized if they move to another state. 
often, couples or a surviving spouse 
may want to move closer to family mem-
bers living in another state. They should 
not be deterred because that particular 
state does not have a partnership plan.  
Likewise, they should not be deterred 
if the state has a partnership plan but 
does not facilitate those who want to 
move and keep the benefits related to 
partnership.  This is obviously an impor-
tant issue if you own a partnership long-
term care plan and want to move.  Call your state department of 
insurance to find out if you will be giving up the benefits provided 
by a partnership plan.

As you are planning for retirement or if you are currently retired 
and it becomes evident that your savings may not be sufficient 
to pay for long-term care services, consider buying long-term care 
insurance in a partnership program (if your state has one available 
to you). This applies to married couples in particular because the 
assets you protect while one person needs long-term care are pre-
served for the surviving spouse who may live much longer and 
need considerable assets to meet daily living needs as well as 
long-term care needs in the future. If you are single, owning long-
term care insurance with a partnership program will help you pre-
serve hard-earned assets for your retirement years as well as for 
your heirs. Additionally, you will be able to use the benefits from 
your long-term care plan to stay in the comfort of your own home 
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or in an assisted-living facility while receiving the care you need. 
Medicaid typically provides care only in a nursing home facility.

nOTeS
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IN CoNCLUSIoN 
Babs W. Hart

WHEN you PuRCHAsE a long-term care policy, you don’t just 
own the financial benefit of that policy; you buy peace of mind 
that the last years of your life will be the best they can be for your 
loved ones and you. Long-term healthcare is a family issue; when 
one person in the family needs care, the whole family is affected.
  
owning adequate long-term care insurance allows you to spend 
your hard-earned retirement dollars without worrying about run-
ning out of money. You can take those trips, enjoy your hobbies, 
and spend time with the grandchildren without being concerned 
that a long-term healthcare event will drain your resources. You’ll 
be surprised at how much freedom you will feel once you no longer 
(sometimes subconsciously) worry about running out of money.

If properly designed, a long-term care insurance policy is very af-
fordable compared to the costs of long-term care in a healthcare 
facility.  Long-term care expenses alone can range from $5,000 to 
$10,000 a month depending on where you live and where you re-
ceive healthcare services. Receiving services without a long-term 
care plan is very expensive, and costs are projected to triple within 
the next 20 years. 



In Conclusion: Babs W. Hart 

55

A properly designed long-term care insurance policy will pro-
vide all the resources you need to receive care at home or in an 
assisted-living facility, either of which is almost always preferable 
to living in a nursing home. Buy your policy as soon as possible 
(at least start looking at age 50) because you never know when 
your health may change and you won’t qualify for coverage. Not 
owning long-term care insurance for your retirement years is like 
owning a home without fire and homeowners insurance or a like 
owning a vehicle without automobile insurance. Imagine going to 
the hospital without health insurance. Even if you have resources 
to pay the bill out of pocket, you will have tremendous peace of 
mind knowing that you don’t have to!

When it comes to long-term healthcare, don’t be one who says, 
‘coulda, woulda, shoulda’; too much is at stake. If you buy a policy 
and don’t need it, you’ll be glad. If you buy it and need it, you and 
everyone else in the family will be glad you did. None of us want 
the burden of paying for our healthcare to be forced upon others 
- a spouse, our children, or the state.

When purchasing long-term care insurance, use a qualified pro-
fessional who has experience and extensive knowledge about this 
product. Most insurance agents know the basics of long-term care 
insurance, but that is not enough. Whomever you choose should 
be able to answer your questions and inform you of the important 
issues to consider when buying long-term care insurance. 

Long-term care insurance is a specialized area of insurance that is 
still evolving. The ‘moving parts’ of the policy drive the premium. 
Ask your agent to thoroughly explain these moving parts so that 
you can make the best decision possible.  Discuss which features 
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are important in a good long-term care 
insurance contract and which features 
will increase the premium without add-
ing real value.  You want to spend your 
money wisely, so the more you know 
about the product, the better you will be 
able to choose the benefits that will take 
care of your family and you.  

Don’t buy a policy from someone who 
is a ‘captive’ agent representing just one 
company. Ask agents how many compa-
nies they represent and how they deter-
mine which ones are most suitable. Also ask agents if they have 
the CLTC (Certified in Long-Term Care) designation, a designation 
that is received after a thorough study course has been completed. 
Whenever possible, ask the agent what courses they have taken to 
educate themselves about long-term care insurance. 

Service after the purchase of long-term care insurance is impor-
tant. We make an effort to contact our clients at regular intervals 
after the sale to ensure they are updated regularly on their increas-
ing benefits (if they chose an inflation option).  We also want to 
stay abreast of any changes in our clients’ lives that may be perti-
nent to their purchase of long-term care insurance.

Finally, I wish to thank you for taking time to read this book.  It is 
my sincere desire to provide useful information to each and every 
potential client.  I welcome your comments, so feel free to contact 
me toll-free at (866) 787-5988.

Babs
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THIs BooK WouLD not be in your hands today without a tremen-
dous amount of help. Although I love the subject and am passion-
ate about helping people understand what they purchase in a long-
term care insurance contract, it is difficult for me to slow down long 
enough to put the ideas and concepts on paper.

My sincere appreciation goes to Bill Pomakoy, Vice President of Mar-
keting for LTC Consultants. Bill has been quite amazing. Early in the 
process of developing this book, I made a radical change in the di-
rection and content. Bill graciously made the adjustments and has 
continued to provide the support I needed to complete the project. 
Bill, thanks for not giving up on me.

I couldn’t have written this book without acknowledging the impact 
that my father, stewart Welch, jr., has made on my life. Even in his 
nineties, he still goes to the office every day and sometimes on Satur-
day.  It is because of Dad that I started in the insurance industry over 
15 years ago. He both demonstrated and taught me the importance 
of putting the client first. He has also been my best referral source 
because he believes in the importance of long-term care insurance 
for his clientele and their middle-aged children. Hardly a day goes by 
when he doesn’t call me with the name of someone he has spoken 
to about what he describes as ‘extended care.’  He and my mom have 
given me the love and foundation that has enabled me to be success-
ful.

ACKNoWLEDGEMENTS
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My brother, stewart Welch, III (what an amazing guy!) is like my dad 
in so many ways.  He is the epitome of integrity with a heart that 
genuinely cares for the well being of his friends and clients. Stewart 
is a nationally-renown financial advisor who is widely quoted in the 
press. He has also written four books in his area of expertise.  Stewart’s 
company, The Welch Group, LLC, is a fee-only, wealth management 
advisory firm in Birmingham, Alabama. He and his dear wife, Kathie, 
have always been a source of encouragement to me.

I could not have written this book without my clients.  My goal has 
always been to educate, educate, educate! It is so important to un-
derstand long-term care insurance before you purchase it; there is a 
learning curve! over the past 15 years, your questions and the ones 
you didn’t know to ask prompted this effort.  Thank you.

However silly it may seem, I wish to thank the game of tennis and my 
tennis friends.  When I could no longer focus on the book, I knew it 
was time to get up a game of doubles and just try to connect with that 
yellow ball coming across the net.  I always left the court renewed, 
whether I won or lost – more renewed when I won.  

Finally, and best of all, I wish to acknowledge my husband, Robert.  
I had no idea 37 years ago, when he proposed and I said yes to a 
lifetime together, what a compassionate, loving, unique, wonderful 
partner he would be. Together we have tried to serve our Lord and 
Savior, Jesus Christ, and in that effort, Robert has been my example 
of what it means to ‘walk the walk.’  Robert has read and re-read every 
word of this book and has made countless changes and suggestions. 
He is both patient and supportive and has a talent for sentence com-
position that has been invaluable.



GLoSSARY oF TERMS

59

Accelerated Payment options
options that are available at the time of purchase that shorten the 
payment period. At the end of the accelerated payment period, 
the policy is considered ‘paid up’ and no more premiums are due. 
The benefits provided in the plan continue until they are needed 
or until the insured dies.

Activities of Daily Living (ADLs)
Normal functions of everyday living such as bathing, dressing, eat-
ing, toileting, continence, etc.

Adult Day Care
Facilities that care for adults during the day, usually to provide re-
lief to caregivers or to allow caregivers to continue working at their 
jobs while their loved ones are being supervised.

Alternate Plan of Care
A feature that provides a plan of care that allows you to stay in your 
home by making home modifications such as adding ramps or us-
ing medical alert systems. Your physician, the insurance company, 
and you must mutually agree on these plans.

Assisted-Living facility
A facility that provides some individualized personal care and 
healthcare services for its residents should they be needed.
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Bed Reservation Benefit
A benefit that pays the cost of reserving your bed in a care facility if 
you need to be hospitalized and then expect to return to the care 
facility.

Benefit Period
The maximum time a policy will pay the benefit once you qualify 
for a claim. This is usually measured by a dollar amount. The ben-
efit can be paid out based on a daily or monthly reimbursement 
or on a daily or monthly cash amount that is paid regardless of the 
expenses incurred.

Benefit Triggers
Requirements the policyholder must meet to be eligible to receive 
the benefits. Typically, the policyholder must be unable to perform 
2 of 6 activities of daily living or suffer from a severe cognitive im-
pairment such as Alzheimer’s disease or dementia.

Calendar Day Elimination Period
The period during which covered services are received, but ben-
efits are not being paid. This period starts on the day that covered 
services are received and continues until the selected number of 
calendar days has passed. Some policies require that you actu-
ally pay for one day of services while others require that you be 
deemed chronically ill and unable to perform the ADLs set out in 
the policy. If this rider is not added, you must pay out of pocket for 
services (called ‘service days’) toward satisfying your elimination 
period.

Caregiver Training
A benefit that pays expenses of caregiver training for family 
members or another caregiver to enable them to provide care at 
home.
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Chronically Ill
Unable to perform at least two ADLs for an expected period of at 
least 90 days due to a loss of functional capacity or need of sub-
stantial supervision to protect you from threats to health and safe-
ty due to severe cognitive impairment.

Cognitive Impairment
A deficiency in a person’s short-term or long-term memory that 
puts the person at risk to themselves or others.

Contingent Nonforfeiture Benefit 
A benefit that protects you if you lapse your policy due to a sub-
stantial premium increase. You have the right, within 120 days of 
the new premium due date, to either reduce your policy benefit so 
that your premium payments are not increased or to convert your 
coverage to a shorter benefit period, under which no further pay-
ments are due.

Daily Benefit
The dollar amount you selected that is paid out on a daily or 
monthly basis.

Elimination Period (Deductible)
The period of time before the insurance company will begin to 
pay benefits; the longer the elimination period, the lower the pre-
mium. In most contracts, the elimination period has to be satisfied 
only once, either by calendar days, service days, or a combination 
of the two.
  
guaranteed Purchase option (or guaranteed Increase option)
An option that allows the policyholder to increase the coverage 
amount on a specified anniversary of the policy date and pay the 
corresponding increase in premium.
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guaranteed Renewable
A guarantee that the insurance company can’t cancel or make 
changes to your policy if you make timely premium payments. 
Even though the company has to renew your policy annually, the 
premiums are not guaranteed to remain the same as in the original 
purchase amount.  Insurance companies can raise rates by filing a 
request with the department of insurance in your state.

Home Healthcare
Medical and nonmedical services provided in your home that 
may include homemaker services such as light housekeeping and 
some meal preparation as well as assistance with activities of daily 
living.

Indemnity Policy
A policy in which the benefits are paid regardless of the expenses 
incurred. This benefit reduces the volume of record keeping com-
monly associated with reimbursement policies in which the actual 
expenses are reimbursed to the policyholder or the care provider.

Inflation Protection
A benefit that is added to most policies so that the benefit select-
ed will automatically increase every year to keep up with the ex-
pected increases in the cost of services.  The policyholder usually 
has the option of choosing between 5% simple and 5% compound 
inflation, although some contracts allow for a 3% compound infla-
tion. The choice of 5% simple will add 5% each year to the original 
amount selected, and the choice of 5% compound will add 5% to 
the previous years’ benefit.   Although compound inflation grows 
your benefits faster, it is costlier. 
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Lapse Designee or Third-Party Notice
A benefit that allows the policyholder to name someone to receive 
a notice if you fail to pay the premium in a timely manner. This op-
tion is a part of the application process since long-term care insur-
ance covers dementia and Alzheimer’s disease.

Licensed Healthcare Practitioner
A physician, registered nurse, licensed social worker or any other 
individual who meets the licensing requirements.

National Association of Insurance Commissioners (NAIC)
The organization of state insurance commissioners

Nonforfeiture Benefit
A benefit that keeps your policy in force if you stop paying premi-
ums after the third year.  The reduced policy limit will equal the 
premiums that have been paid into the policy.

Premium Modes
Method of paying premiums such as monthly by bank draft, quar-
terly, semiannually or annually. Annual payments can save about 
8%-9% in premiums as compared to the monthly bank draft. 
Contracts vary according to what is charged for the mode of pay-
ment.

Portability
Coverage can be used anywhere in the United States and, in some 
cases, worldwide.
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Respite Care
A benefit to help relieve family or other informal caregivers. This 
benefit is available every year for the number of days specified in 
the contract.  Respite care is often available during the elimination 
period.

Restoration of Benefits
Full benefits are restored after a period of six months when care is 
not needed.

Return of Premium option
Premiums paid are refunded at the death of the policyholder. Some 
contracts will refund the premiums regardless of the benefits that 
were used, and others will refund premiums minus the benefits 
used. This option adds significant premium cost.

severe Cognitive Impairment
A deterioration or loss of intellectual capacity that places one in 
jeopardy of harming oneself or others.

shared Care Rider
A rider that allows a couple to share a total benefit amount where-
in each person may access the other’s benefit.  When one person 
dies, the remaining benefit, if any, is added to that of the surviving 
spouse.

survivorship option
An option that keeps coverage in force for at least 10 years after 
the death of a spouse.  If one of them dies, the surviving spouse’s 
policy is considered ‘paid up’ and no additional premiums are due. 
Additionally, benefits continue to grow if inflation protection is a 
part of the policy.
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underwriting
The process used by the insurance company to approve or reject 
an applicant. In most cases the process includes obtaining medi-
cal records, conducting a phone interview and, at certain ages, 
conducting a face-to-face interview.

Waiver of Premium
The provision for suspending premiums while the benefits are be-
ing paid.
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