
 



Table of Topics 

 

Click the topic in which you are curious. 

 

Definitions 

What’s the Government Doing? 

Underwriting 

Options 

Claims 

Costs 

 

 

 

 

 

Copyright 2011, all rights reserved by Timothy L. Barnes, CLU  



PREFACE 

Major Medical insurance is not the only national crisis that faces our nation.  As the Baby Boom 

generation reaches retirement it is expected they will need an even bigger amount of money to 

pay for their Long Term Care needs.  

Major Medical health insurance will pay the bills from medical providers like doctors, hospitals 

and pharmacies.  It will not pay the bills for help with the Activities of Daily Living.  Those bills 

will only be paid through personal savings/income, Medicaid or Long Term Care insurance. 

Unless you already know what you are looking for, I recommend that you read the Definitions 

page before reading the rest of the Questions and Answers.  It will give you a better 

understanding of what you are reading.   

This e-book is not exhaustive.  I have only included questions that have been asked of me.  If this 

work does not answer your questions, read the National Association of Insurance Commissioners 

free handbook, “A Shopper’s Guide to Long Term Care Insurance.”  

 

DEFINITIONS 

Insurance agents like to 

use confusing terms to 

impress people with how 

smart they are.  Below, 

you will find the 

definitions of jargon that 

is used by insurance 

companies.  These words 

and terms are helpful 

when they are used in the 

proper context.  They can 

be confusing when 

https://www.jhltc.com/uploadedFiles/Product_and_Programs/All/Policy_Forms/ltc_bg_tx.pdf


insurance agents use them to try to show how smart they are. 

Unfortunately, insurance agents often use these terms outside of their office.  As the saying goes, 

“If you can’t beat them, join them.”  Learn what is meant by these terms before you shop for 

Long Term Care insurance. 

There are other terms like “respite,” “elimination period,” and “non-forfeiture” that insurance 

agents can throw around.  If you do not understand a term, demand that your insurance agent 

explains what they mean before you buy anything.  As expensive as Long Term Care insurance 

can get, you should not have to pay extra for anything that you do not want. 

Accelerated Death Benefit (ADB) – An accelerated death benefit is when a life insurance 

policy pays you a portion of your Life insurance death benefit while you are still alive.  

Normally, an accelerated death benefit is less than the full death benefit.  It also is generally 

conditioned on a doctor verifying that you have a terminal illness.  It is not the same as a true 

Long Term Care insurance policy. 

Adult Day Care (ADC) - Adult Day Care centers are not permanent residences.  Caregivers can 

take their loved one to an ADC where they will be able to interact, socialize and be watched over 

while the caregiver is busy conducting their own life’s business.  ADC centers are typically only 

open for 10-12 hours a day. 

Assisted Living Facility (ALF) – ALFs provide a level of care between Home Health Care and 

a Skilled Nursing Facility.  ALFs, also known as Assisted Living Residences, are permanent 

living quarters for people who are able to live independently with a little help.  They need 

assistance with Activities of Daily Living to function but they do not need full-time medical care.  

C.L.A.S.S. (Community Living Assistance Services and Supports) – CLASS was enacted as 

Title VIII of the Patient’s Protection and Affordable Care Act in 2010.   The CLASS Act would 

have allowed workers to purchase Long Term Care insurance directly from the government 

voluntarily.  The law required that the program be self-sustaining.  In October of 2011 the 

Obama administration announced that CLASS would not be feasible.  Implementing of the terms 

of the CLASS Act was suspended. 



Home Health Care (HHC) - Home Health Care is the term that is used whenever a patient 

receives Long Term Care in their home.   

Home Care (HC) – Home Care is “custodial” Long Term Care that is provided in a patient’s 

home.  HC is normally provided by an individual who is not a nurse, doctor or other licensed 

medical practitioner.  HC aides typically provide assistance with one of the traditional Activities 

of Daily Living or Instrumental Activities of Daily Living. 

Hospice – Hospice focuses on the relief and prevention of pain and suffering for the terminally 

ill.  Many hospice plans also provide care, support and training for care givers and other loved 

ones. 

Long Term Care (LTC) – Long Term Care is different from Medical Care.  Long Term Care is 

not meant to cure people.  It is care that is designed to help people deal with physical and mental 

limitations and restrictions. 

Long Term Care Insurance (LTCI) – Long Term Care Insurance is a type of “risk transfer” 

contract.  In exchange for cash, an insurance company agrees to pay the expenses associated with 

Long Term Care. 

Long Term Care Insurance Rider - A Long Term Care Insurance Rider is attached to a life 

insurance or annuity contract.  It obligates the insurance company to pay you a specific amount 

of cash under specific conditions.  There are two types of Riders available.  One type of rider is 

conditioned on the insured being diagnosed with a terminal or critical illness.  The other type of 

rider is conditioned on the insured being unable to perform 2 of 6 Activities of Daily Living 

without assistance. 

Skilled Nursing – Skilled nursing is medical care given by properly trained and licensed 

professionals such as nurses.  Skilled nursing can be obtained in a formal setting like a hospital 

or nursing home or in a less formal setting like a patient’s home.  Skilled nursing focuses on the 

health of a patient and not their functional ability. 

Skilled Nursing Facility (SNF) – A SNF is often called a Nursing Home.  It is a central location 

for patients who need regular medical observation.  A SNF differs from an ALF in that it 



provides more intensive care by licensed medical personnel.  It is not unusual to see SNFs and 

ALFs housed in different areas of the same building. 

Unskilled Care – The majority of Long Term Care is “unskilled” or “custodial” care.  This term 

refers to any care giving services performed that are not medical in nature.  Loved ones, like 

spouses and children, provide most custodial care for people who have lost the ability to perform 

Activities of Daily Living.  Often they need to hire someone who is not trained in medicine but 

trained in other areas of Long Term Care to help. 

Personal Care Home (PCH) – A Personal Care Home is similar to an Assisted Living Facility 

but smaller.  For people who prefer a more intimate environment, a smaller PCH may be a more 

acceptable solution than a large ALF. 

 

WHAT’S THE GOVERNMENT DOING? 

Several years ago, studies showed that there would be a crisis when Baby Boomers started to 

retire.  As the largest generation in American history gets older, many of them are starting to 

show signs of age.  Things that used to be second nature to them require help.  Some are showing 

the early symptoms of mental confusion. 

Things are going to get much worse before they get any better.  Already, the financial 

infrastructure that supports those needing care is showing signs of cracking.  As Baby Boomers 

get older and need more Long Term Care, the financial infrastructure we have is going to break 

if it is not shorn up. 

Everyone is in agreement that there is a potential problem.  The disagreements are over how to 

make corrections.  In this chapter you will find some questions and answers about what our 

government is doing. 

Q.  What has the federal government done about LTC? 

A.  The federal government has known for a long time that something needs to be done to help 

pay for the Long Term Care needs of our aging population.  Over the years the federal 

government has attempted several strategies to avoid the problems that are headed our way.  So 



far, none have been a resounding success.  Below are just three of the better known legislative 

attempts. 

C.L.A.S.S. – In 2010 the Patient’s Protection and Affordable Care Act was signed into law.  

Included in that legislation was the CLASS Act.  It authorized the Department of Health and 

Human Services to create and administer a federal program to provide for the Long Term Care 

needs of people who had 5 or more years left in the work-force. 

The program would have provided federal LTCI to employees who contributed premiums 

through payroll deduction plans.  In October of 2011 the Secretary of Health and Human 

Services informed the president that there was no way to make the program self-sustaining 

without a large subsidy from the federal Treasury.  The president then suspended anything 

having to do with C.L.A.S.S. 

DRA 05 – In 2005 the president and congress recognized that the Long Term Care needs of 

Americans would become a problem in the future.  The controversial Deficit Reduction Act of 

2005 gave states the authority to develop Partnership plans to encourage private citizens to 

purchase private LTCI. 

Among other things, Partnership plans, allow private LTCI and Medicaid to work together as 

partners.  People who have been able to accumulate assets may now shelter those assets from 

Medicaid; provided they purchase a qualifying private LTCI policy equal or greater than the 

value of their assets. 

Medicare – In recent years Medicare Part A has been altered to include Hospice care.  

Previously, palliative care was not covered by Medicare.  Now that Hospice is included in 

Medicare Part A, more terminally ill patients are able to end their time on earth comfortably. 

Q.  Is there a federal LTCI policy? 

A.  No.  The federal government cannot endorse one private insurance company over another.  

Private insurance is regulated both on the federal and state level.  The federal government issues 

broad regulations.  It is up to the state governments to create specific regulations for their 

citizens. 



There is no federal program to pay for Long Term Care needs.  The closest thing to government 

insurance for Long Term Care is Medicaid.   

Q.  Is there a state managed 

government approved LTC plan? 

A.  Yes.  The largest item in most state’s 

budgets is Medicaid.  Medicaid is a joint 

program between federal and state 

governments.  Both governmental bodies 

provide money to fund the program.  The 

individual states provide the larger 

amount and the federal government 

provides the smaller amount as determined by a standard formula. 

The federal contribution is conditioned on the state paying for a minimal level of coverage for 

certain populations. 

Most people think that Medicaid provides health insurance for the poor.  It does.  However, that 

is not the only function it serves.  Medicaid also provides the funds to pay for long term care for 

the disabled and elderly. 

According to the pre-amble in the Texas Partnership Act, Medicaid spends 67% of its funds on 

Long Term Care.  That means that only a third of the money that Medicaid spends goes towards 

curing people from disease or accident.  Two thirds of Medicaid money goes towards providing 

aid and comfort to those with minimal mobility. 

To get Medicaid help with your Long Term Care needs, you must first qualify for Medicaid.  

Every state has its own qualification criteria.  This book will discuss the general requirements 

that must be considered in each state.  To learn more, see the question, “What is required to 

qualify for Medicaid?”  

Q.  What are Partnership Plans? 



A.  Partnership plans were originally only available in 4 states.  The Deficit Reduction Act of 

2005 encouraged the other states to form their own Partnership plans.  Today, Partnership plans 

are available in the majority of states. 

Partnership plans form a partnership between private insurance companies and Medicaid to pay 

for Long Term Care expenses.  

With a Partnership plan, if you need Long Term Care in the future, your LTCI policy will pay for 

your initial expenses.  If you run out of money in your LTCI policy, Medicaid will waive the 

Asset Test on a dollar-for-dollar basis.  If you are able to pass your state’s Income Test to qualify 

for Medicaid, the government will pick up your Long Term Care bills. 

One of the most misunderstood elements of Partnership plans is its affect on your estate plan.  If 

you use regular Medicaid to pay for your Long Term Care needs, when both you and your 

spouse die, Medicaid has a right to recover the money they spent for your care from the sale of 

your home.  Their right supersedes the rights of your children.  If your Long Term Care bills 

exceed the equity in your home, your Long Term Care expenses could cost your children the 

house in which they grew up. 

A Partnership plan shelters the value of your assets from Medicaid’s estate recovery.  That 

means that if you purchase a Partnership plan with a value equal or greater than the value of your 

assets, you can preserve your estate for your children. 

Partnership plans are relatively new.  Not everyone knows about them.  Unless you live in one of 

the original 4 Partnership states, it is possible that your older LTCI policy is not Partnership 

qualified.  Pull out your policy and look for the disclaimer, “Partnership Policy” or something 

similar.  If you do not see it anywhere, you should contact 

your insurance agent to see if there is anything you need 

to do.  Not every state grandfathered older LTCI policies 

with the new “Partnership” rules. 

Q.  What LTC costs are covered by Medicare? 

A.  It is a mistake for you to think that Medicare will 

cover all your Long Term Care bills.  Medicare was never intended to cover Long Term Care 



needs.  It was enacted when it was assumed that family members could be relied on to provide 

care to parents and grandparents while they aged.  Medicare only pays for things that are 

medically necessary to treat an illness from which a beneficiary is expected to recover. 

When you need a nursing home, Medicare will help with the bill for only the first 100 days.  The 

program will continue to pay for any medical treatment you receive after 100 days in the nursing 

home.  It will not pay for your room and board. 

In the past few years, Medicare has expanded.  Medicare will now pay towards your Hospice 

bills if you become terminally ill.  This is the only form of LTCI that Medicare pays.  

Q.  What LTC costs are covered by Medigap? 

A.  Medigap will only help offset what Medicare pays.  If Medicare does not pay towards a bill, 

neither will Medigap.  Refer to the previous question to learn a little more about the limitations 

of Medicare in Long Term Care planning.  For more information read our book, “Understanding 

Medigap Insurance.” 

Q.  What LTC costs are covered by Medicare Advantage? 

A.  Medicare Advantage plans are versions of Medicare offered by private insurance companies.  

They are regulated by the Center for Medicare and Medicaid Services.  Advantage plans are 

required to cover everything that original Medicare covers.  They are allowed to add benefits that 

original Medicare does not offer. 

Although Medicare Advantage plans often have more benefits than original Medicare, those 

benefits are generally for medical issues only.  Few, if any, Medicare Advantage plans offer 

Long Term Care benefits. 

If you are considering using a Medicare Advantage plan to meet your Long Term Care needs, 

make certain to read the fine print in your policy.  Generally, Long Term Care insurance is not 

provided in a major medical type health insurance policy. 

Q.  What LTC costs are covered by Medicaid? 
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A.  Provided you use Medicaid approved vendors, Medicaid will pay for both Home Health Care 

and Skilled Nursing Facility expenses. 

Q.  What is required to qualify for Medicaid? 

Each state is allowed to develop requirements for participation in Medicaid.  As long as they 

include the minimum federal standards, they are free to establish their own.  Every state has four 

requirements.  The state politicians are free to set the criteria at levels they feel are appropriate 

for their state. 

1. Income Test – In order to qualify for Medicaid your income cannot exceed a stated level. 

2. Asset Test – In order to qualify for Medicaid you cannot have ownership in assets above a 

stated level. 

3. Residency – In order to qualify for Medicaid you must have resided in that state for a stated 

period of time. 

4. Need – In order to qualify for Medicaid, your doctor must verify that you have a medical 

need for care. 

There may be additional qualifications in your state.  To learn what the requirements are, contact 

your local office for the Department of Health and Human Service.  If they cannot answer your 

questions, they will know who can. 

Q.  What restrictions apply to Medicaid? 

A.  There are two restrictions for Medicaid. 

1. Eligibility – Before you receive any benefits from Medicaid you must first meet your state’s 

requirements. 

2.  Payment – Medicaid payments will not be made to you.  Medicaid pays vendors directly.  

You may only use Medicaid approved vendors for your Long Term Care needs. 

 

UNDERWRITING 



The term, “underwriting” is centuries old.  It dates back to the days when cargo ships were 

insured in Lloyd’s tavern in London.  Back in those days investors would “insure” loads of cargo 

on ships.  If the ship sank or was captured by pirates, the investors would pay the ship owner for 

the loss of his ship and cargo.  In return for their promise to make him whole again, the ship 

owner would pay the investors for taking a risk on him. 

One individual would promote the risk to investors and verify that everything was legitimate.  He 

would make a list of all the business men who wanted to “invest” in the ships successful voyage.  

He would write his name under that list of investors. 

Today, underwriters do much the same thing.  They verify that everything is legitimate before 

accepting the risk on behalf of their insurance company.  The tools and technology has changed 

over the centuries but the underwriter’s job is pretty much the same.  It is his responsibility to 

weed out the fakers and fraudsters and only accept risks that meet the insurance company’s 

guidelines. 

Q.  Who is buying LTCI? 

A.  According to Broker 

World magazine, the group 

that is most interested in 

LTCI is the Baby Boom 

generation.  In 2010 Baby 

Boomers bought 64.4 % of 

Long Term Care insurance 

policies.  The next closest 

group was people from 

Generations X and Y.  They 

purchased 28.9% of the 

policies.  The smallest purchasing group was The Silent Generation.  As a group only 6.7% of 

policies were purchased by people who are age 70 or over. 

Q.  Do I have to wait until I am 65 to get LTCI? 



A.  There is a common myth circulating that you need to wait until you actually retire to get 

LTCI.  Nothing could be further from the truth.  Injuries and illnesses can happen to anyone at 

any age.  Almost 40 % of people who need LTC are under age 65.  By far, the majority of people 

who buy LTCI are between the ages of 55 and 69. 

If you are a Baby Boomer planning for retirement, you may find it interesting to learn that LTCI 

is much less expensive for a person who is 55 than it is for a person who is 65. 

Q.  Do some people need LTCI more than others? 

A.  I have been an insurance agent for twenty-four years. I know that insurance does more than 

just pay bills. It provides a level of comfort to the people who purchase it.  

Long Term Care insurance is a form of health insurance. It is just as important in your insurance 

portfolio as Major Medical health insurance. .  

If your insurance portfolio is set up correctly, it will also provide money to allow you and your 

family to continue to maintain the standard of living to which they have become accustomed. 

My grandmother, father, older brother and older sister all died after a lengthy struggle with 

Huntington’s disease. I know what it is like to live with the specter of a genetic disease in your 

family’s medical history. 

The term, “Caregiver” had not been coined when granny and dad got sick. When grandpa and 

mom had to provide care for them, there was no option. No politician screamed about their 

plight. No actor championed their struggle. No media broadcast their stress.  

Mom and grandpa quietly fulfilled their marriage vows. They had promised their spouses to take 

care of them “sickness and health; till death do us part.” Long Term Care insurance did not exist 

then. They had to sacrifice their middle-age desires to care for the needs of their spouses. 

Mom was a product of the 1950s. She and dad believed that it was the husband’s job to earn 

money for the family.  The woman was to stay home and care for the children. Mom and dad’s 
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income was slashed when he was no longer able to work.  They had to rely on disability 

insurance. 

I was the youngest of 4 children. Fortunately, dad was able to work until I left for college. His 

health deteriorated quickly after his baby left home. By the time I was a sophomore in college he 

was forced to claim disability benefits.  

At a time when most couples are able to enjoy their “empty-nest” years, mom and dad had to 

deal with medical bills along with a 40 % drop in income. When dad eventually was sick enough 

to need a nursing home, qualifying for Medicaid was no problem. 

All of us run the same chance of a paralyzing accident. A friend of mine in college fell off a cliff 

in the mountains of Tennessee and broke his back. One day he was vice-president of the student 

body. The next time I saw him he was a paraplegic.  

His accident taught me that you do not have to be a retired senior citizen to lose bodily function. 

Severe traumas like his are not the rule, but they do happen.  

Even though anyone can suffer an accident, people who come from a family with a history of 

genetic disease have an even greater chance of needing Long Term Care. Not only do they run 

the same risk of an accident that all of us do, they also are at the mercy of their family’s curse.  

If cancer runs in their family, they have a greater risk of cancer. If your parent had struggled with 

Cystic Fibrosis, you have a greater chance of that than someone whose parents did not struggle 

with that disease. My family carries Huntington’s disease in our DNA. There is a 50:50 chance 

that a child will develop that disease if one parent had it. I have lived in fear of Huntington’s 

disease for my entire adult life. 

There are more options available today than there were for my grand-parents and parents. Back 

then, the only option that was available was for the healthy spouse to care for a sick loved one 

until he/she was bad enough to need a nursing home. 

Today, nursing homes still exist. However, there are additional options.  There are also Assisted 

Living Facilities, Adult Day Care Centers and Home Health services. Unfortunately, most of 



them cost money. If the primary wage earner loses his/her ability to earn an income, the couple 

must use their savings until they have spent enough of their savings to qualify for Medicaid. 

If your family medical history has a genetically based disease, you have a greater need of Long 

Term Care insurance before you retire. Private Long Term Care insurance does more than just 

pay for nursing homes. It will also provide the money to pay for Assisted Living, Adult Day 

Care and Home Health Care. 

Q.  What is a Telephone 

Interview? 

A.  Underwriters crave 

information.  Many 

insurance companies have 

adopted the practice of 

calling the applicant and 

asking them about their 

medical history.  When an 

underwriter requests a 

telephone interview, it is 

not necessarily a bad thing.  

Often everybody wins. 

Underwriters request telephone interviews to avoid automatically requesting medical records 

from a doctor for every application.  It is much less expensive for the insurance company and 

you will often get a faster action on your application.  If the underwriter still feels like medical 

records are required before your application for insurance can be approved, he retains the right to 

request medical records from your doctor. 

If you are called from an insurance company to whom you have submitted an application, do not 

be alarmed.  It is a normal part of the underwriting process.  It is nothing that you should worry 

about.  Nobody is trying to steal your identity.  There are, however, a couple of things that you 

need to do to protect yourself. 



1. Make certain that you confirm who is calling you.  The telephone interview is a 

legitimate tool.  An insurance agent will never call you and start asking you private 

questions about your life-style or health.  If someone calls you and starts asking you 

private questions, do not give your information until after you verify their identity.  The 

only ones who should be calling you are people from the insurance company you 

submitted an application to or your insurance agent. 

(Never, under any circumstances should you ever give your Social Security number or date of 

birth to a stranger over the phone.  If anyone from an insurance company calls you, they already 

have that information on your application.  If you anyone needs to verify your private 

information, they do.) 

2. Answer the insurance company’s questions honestly.  Avoid using medical terms unless 

you are reading them off an official document from your doctor or a pill bottle.  Answers 

you give to an underwriter over the phone are legally binding.  If you use a medical term 

incorrectly, it can give the underwriter an excuse to decline your application. 

(Your doctor and the insurance underwriter use medical jargon.  They understand the nuances of 

medical terms.  If you use a medical term, the underwriter has the right to assume that you 

understand what it means.  If you use that term incorrectly, the underwriter can still use it 

against you.  Avoid using medical terms at all costs.  Don’t self-diagnose.  If you are not certain 

how to describe a situation, it is better to say, “I don’t know what causes my knee to hurt when it 

rains.  You need to contact my doctor.”) 

3.  Be prepared with the details about your medical providers and medications.  If you get a 

telephone interview, the underwriter will probably want to verify your prescription 

medications.  Be prepared to tell them the name of the drug you take, how often you take 

it, the strength you take and the condition for which it was prescribed.  If they ask you for 

more detailed information about your health than you are comfortable giving, have the 

name, address and phone number of your doctor handy to give to them. 

(Remember, your objective is not to deceive the underwriter.  Your goal is to make certain the 

underwriter gets correct information with which he can make a decision that is good for both 

you and the insurance company.) 



Q.  What is a Home Interview? 

A.  Home interviews are person visits to an applicant’s residence by a representative of the 

insurance company.  They are made by someone other than your insurance agent.  Often they are 

conducted by a trained nurse.  They know what to look for.  Home interviews are more in-depth 

than telephone interviews.  Not only do they include the standard medical questions, they often 

involve more cognitive (mental) evaluation. 

Interviewers will ask the applicant questions to verify their mental acuity.  They will also make 

observations about the environment in which the applicant lives.  They are looking for any signs 

that the applicant has already been diagnosed with the inability to perform any of the Activities 

of Daily Living or are starting to show signs of mental deterioration. 

If there are signs of the applicant’s loss of function or diminished mental abilities, the 

interviewer will alert the underwriter.  If a logical explanation is made that will satisfy the 

underwriter, the application may still be approved.  If, however, the insurance representative 

gives the underwriter a negative report, the application can be declined. 

Home visits can be required by an underwriter at any time.  They are typically rare for younger 

applicants.  Home visits are automatic for older applicants.  The underwriter will want to know 

why the applicant waited so long to obtain LTCI. 

If the home interviewer tells the underwriter that an applicant is already symptomatic, it is too 

late to obtain private LTCI.  Rather than have a future claim declined and risk accusations of 

making a false statement with the intent to deceive to an insurance company, the underwriter will 

simply decline the application.  

Q.  Why do insurance companies request medical records? 

A.  When an actuary calculates the premium that must be charged, that premium is based on the 

odds of a person in average health needing to receive benefits in the future. 

Since premiums are calculated based on the chance that people in average health will need to 

make a claim, it would skew the odds if underwriters accepted someone who is more likely to 

make a claim in the near future.  It would be unfair for the insurance company to pay that 



individual’s bill and not have enough money to pay the bills for someone who is in average 

health and just ran into some bad luck. 

An applicant does not have to be in perfect health.  Underwriters realize that a 60 year old body 

is not the same as a 20 year old body.  The underwriter is not looking for someone who is in 

perfect health.  They are just looking to make certain that applicants are in average health for 

their age.  As long as the doctor’s records indicate that their physical problems are under control, 

there are generally no problems. 

The problems arise when there is a difference between what the applicant admits on the 

application and what the doctor’s records say.  If the underwriter is getting two different stories 

from the applicant and their doctor, the underwriter is almost always going to side with the 

doctor. 

If there is a problem, it is up to the applicant to clear up any mistakes in their medical records 

with the doctor.  If the records are corrected, the insurance company will reconsider the 

application under their underwriting appeals procedures. 

 

OPTIONS 

When the C.L.A.S.S. portion of the Patient’s Protection and Affordable Care Act was declared 

unfeasible by the Obama administration in late 2011, many people’s reaction to the potential 

Long Term Care financial crises was to throw up their hands and claim the sky is falling.  Rather 

than look for a solution, they wanted to look for someone to blame. 

In my opinion, there are other issues with which to play politics.  I realize that I am in the 

minority but I do not think that it is right for either Republicans or Democrats to play politics 

with other people’s health care. 

Right now the first of the Baby Boom generation is becoming eligible for Medicare.  They are in 

their mid 60s and most of them are still able to function efficiently.  As the last of the Baby 

Boomers reach Medicare age, the first ones will be in their late 70s and early 80s.  Not only will 

Medicare be strained with medical bills, Medicaid will be strained with Long Term Care bills. 



Recently, I was told that with the death of CLASS, the only alternatives to Medicaid were to “be 

wealthy or die young.”  There are options available between those two extremes that allow you 

to prepare for future Long Term 

Care needs.  The problem is not 

that options do not exist.  The 

problem is that people do not 

know what their options are. 

In this chapter we will look at the 

options that are available.  We 

will look at ways to leverage your 

life insurance, Partnership Plans 

and home equity to pay for Long 

Term Care expenses. 

Q.  Does Life insurance cover the same as LTCI? 

A.  Like many question concerning insurance, there is no “yes” or “no.”  In many cases the LTCI 

protection you get with a Life Insurance policy is only an accelerated benefit rider.  That means 

that if your doctor will certify that you have a terminal or chronic illness, your insurance 

company will pay you a percentage of your death benefit while you are alive. 

This rider has the affect of guaranteeing you a “Viatical” arrangement in the future if you need it.  

It is not as good as a true Long Term Care insurance policy but, as the saying goes, “It is better 

than a poke in the eye with a sharp stick.”  If you are not familiar with the term, “Viatical,” I 

discuss it later in this chapter. 

A handful of life insurance companies have developed a true LTCI rider.  These riders are not 

dependent on a terminal or chronic illness diagnosis.  They are based on the same ADL and 

Cognition triggers as true LTCI. 

The confusion lies in the fact that insurance agents use the same term, “LTCI rider” to describe 

both of them.  As a wise consumer, it is your responsibility to read your Life insurance policy 

when you get it.  Make certain that you got the type of rider you wanted. 



Q.  What is a “Viatical” arrangement? 

A.  A “Viatical” arrangement is a type of contract.  In a Viatical contract, a company buys an 

existing life insurance policy for less than the full death benefit.  When the insured dies, the 

company is paid the proceeds from the life insurance policy. 

Viatical companies peaked in the late 1980s when the AIDS scare was at its highest point.  Since 

then, the concept has diminished in popularity.  However, some nursing homes will still establish 

a viatical arrangement for new patients. 

Q.  Will a “Hybrid” annuity provide good LTCI? 

A.  If you were fortunate enough to save money for the proverbial “Rainy Day” during your 

working years, you can leverage the money that you have in that CD or Money Market with a 

“Hybrid” annuity.  “Hybrid” annuities combine the estate planning benefits of a regular annuity 

with some of the benefits of a true LTCI policy. 

They multiply the amount of your savings by a factor of 2, 3, or 4 if you have to use your money 

for Long Term Care.  If you die, the basis of your annuity plus any interest it has earned is paid 

to your named beneficiary outside of probate. 

For example, if you were to place $ 100,000 in a “Hybrid” annuity and elected a 3x LTCI factor, 

there would be a pool of $ 400,000 from which you could draw for your Long Term Care 

expenses.  If you wanted to use your money for anything other than Long Term Care, you could 

but you would be limited to your original $ 100,000 plus any interest it has gained. 

A true LTCI policy is generally a better insurance option but for people who do not “believe” in 

insurance, the “Hybrid” annuity is a legitimate option.  The key is to make certain that you read 

the fine print in your contract before you commit. 

Q.  Is a Reverse Mortgage a viable option to pay for LTC? 

A.  You have seen the advertisements on TV for Reverse Mortgages.  Many people rely on them 

to pay for their Long Term Care needs.  For older people with a great deal of equity built up in 

their homes and no desire to leave an inheritance to the next generation, Reverse Mortgages can 

be a fantastic option. 



I am not a mortgage broker, I am an insurance agent.  I have learned that whenever I adopt an 

absolute position, someone finds an exception.  I now preference most statements I make with, 

“In many cases…” or “It is my understanding…” 

When it comes to Reverse Mortgages, it is my understanding that in many cases they are only 

available to people over the age of 62.  That would mean that if a disease like Huntington’s 

disease, that claimed the health and life of my father, brother and sister in their 50s, were to 

strike, a Reverse Mortgage would not be an option. 

It is also my understanding that the bank who grants the reverse mortgage has first claim on the 

house during probate.  If that is the case and the amount of payments you receive equal or exceed 

the value of the house, you will partially disinherit your children if you use a Reverse Mortgage 

to pay for your Long Term Care. 

Before you rely totally on a Reverse Mortgage to help you with Long Term Care expenses, I 

highly encourage you to seek advice from an estate planning attorney in your area. 

Q.  What is the best LTCI plan? 

A.  There is no such thing as a 

“Best” LTCI plan.  What is best for 

one person is not necessarily best 

for another.  Some companies have 

pre-packaged plans while others 

require you to pick and choose 

benefits from a menu.   Rather than 

looking for the best, my advice is to 

accept better.  If there is no need for 

life insurance, a true LTCI plan is 

better than a life insurance plan 

with a LTCI rider.  If, however, there is a need for life insurance, a life insurance plan with a true 

LTCI rider will be better than a LTCI policy only. 



Regardless of what your need is, if you have some sort of LTCI, you are doing much better than 

93% of the rest of the population who are relying on Medicaid to pay for their Long Term Care 

needs or are willing to risk their retirement savings. 

Q.  Should I give up my search for LTCI after I have been declined by one insurance 

company? 

A.  Absolutely not.  If you have been able to accumulate significant assets during your career, 

you should not have to put them at risk just because of one underwriting decision.  Each 

insurance company’s requirements are different.  Just because one underwriter said no does not 

necessarily mean that another one will.  If you are working with a qualified insurance agent, tell 

him to keep looking for you.  He will be able to tell you what your options are. 

Before you, or your agent, submit an application for LTCI with a different company, wait to find 

out why the first one declined you.  That way you can correct any mistakes that you may have 

made during underwriting. 

If the decline was based on inaccurate information that you put on your application, you will 

know not to make that same mistake in the future.  If the decline was based on incorrect 

information you gave during your telephone interview, you will know what you should not say 

when the insurance company calls you.  If the decline was caused by a clerical mistake in your 

medical records, you can call your doctor’s office to get it corrected before the next insurance 

company requests your records. 

Sometimes insurance companies decline people for good reasons.  Sometimes they decline 

people who would qualify with a different insurance company.   

If you already need Long Term Care, you have waited too long.  You will be declined.  

Insurance is priced on probabilities.  If you have waited until you need care, you have removed 

the element of chance.  You will have to rely on your own devices. 

It is not unusual for an insurance company to deny an application for LTCI while the applicant is 

being treated for a medical condition.  If that happens, the decline is not a firm “NO!”  Rather, 

the decline is a “WAIT AND SEE” answer.  The insurance company wants to wait and see that 



you recover fully from your accident or illness.  If you do, the insurance company may offer you 

LTCI. 

If the reason one insurance company declines you for LTCI is also a reason for decline with all 

other insurance companies, your insurance agent should be able to tell you.  If that is the case, 

you may still have other options for your Long Term Care.  You may not have to “spend-down” 

your assets until you qualify for Medicaid.  Look at some of the other questions and answers in 

this chapter. 

Q.  Should my spouse and I use the same insurance company? 

A.  Whenever both spouses are able to qualify for LTCI, always use the same insurance 

company.  Insurance companies will generally provide a huge discount when both spouses use 

them for their Long Term Care insurance needs. 

Occasionally, one spouse will not qualify for LTCI while another will.  Using different insurance 

companies is not the ideal but it is better to separate spouses for insurance purposes than allow 

one spouse to remain uninsured. 

 

CLAIMS 

When the insurance company pays money to an insured, the insured is said to be “on claim.”  In 

this chapter you will learn about benefits from Long Term Care insurance. 

Q.  What is a “Trigger”? 

A. “Trigger” is not necessarily a horse’s name.  Neither is a “trigger” always what makes a gun 

shoot.  In Long Term Care insurance, a “trigger” is an event that starts the claims calendar.  The 

day your doctor verifies that you are unable to do 2 of 6 Activities of Daily Living without 

assistance is the day from which your insurance company will calculate how much and when 

claims will need to be paid on your behalf. 

Q.  What are Activities of Daily Living? 



A.  Activities of Daily Living are also called ADLs.  They are what health professionals use to 

measure the functional abilities of people with disabilities or the elderly.  They are supposed to 

be the basic activities that most of us take for granted.  Unfortunately, as we age our ability to 

perform ADLs without help tends to diminish.  The standard ADLs are: 

 Grooming 

 Dressing 

 Eating 

 Transferring (Changing from bed to chair, etc.) 

 Toileting (Bowel and Bladder control) 

 Ambulation (Walking) 

Most LTCI policies will pay if you are unable to perform 2 of the 6 ADLs without substantial 

assistance or someone standing by to help you.  

Q.  What are Instrumental Activities of Daily Living? 

A.  An Instrumental Activity of Daily Living is also called an IADL.  IADLs are not required for 

basic function.  However, they do add a quality to life.  Below is a list of common IADLs.  It is 

not a complete list but it will give you an idea of what to look for. 

 Housework 

 Taking prescription medication 

 Managing money 

 Shopping  

 Use of telephone or other technology  

 Transportation  

 Care of others (including selecting and supervising caregivers) 

 Meal preparation and cleanup 

 Safety procedures and emergency responses 

Q.  Are there other “triggers” besides ADLs? 

http://en.wikipedia.org/wiki/Housework
http://en.wikipedia.org/wiki/Shopping


A. Partnership and Qualified LTCI policies will also pay benefits in the event of “cognitive” 

problems.  If you become a danger to yourself or society because of the loss of mental capacity, 

LTCI will pay for your assistance.  It will not pay for your medical bills but it will pay for your 

Long Term Care expenses. 

Q.  What is the difference between an “indemnity” and “reimbursement” type policy? 

A.  Indemnity plans are also called “per diem” or “cash” policies.  They pay pre-determined cash 

benefits, regardless of the actual costs of Long Term Care.   A reimbursement policy will 

reimburse the insured for Long Term Care expenses up to the daily benefit limit of the policy.   

 

Indemnity policies do not require receipts for Long Term Care.  As long as your doctor will 

verify that you need Long Term Care, the insurance company will pay the pre-determined level 

of cash to you to spend as you see fit. 

 

Insurance companies who offer reimbursement policies will require you to pay your provider 

directly and receive payment to reimburse you directly.  If you cannot afford to pay for Long 

Term Care directly, 

many insurance 

companies will allow 

providers to send bills 

directly to them.  They 

will then pay your 

provider on your 

behalf. 

 

COSTS 

Recent studies have 

shown that one of the 

major reasons that 

people do not have LTCI is that they do not understand how expensive Long Term Care.  It is 

true that the premium for LTCI can be astronomical once you start adding all the available 



options.  It is also true that a base LTCI policy is often about the same price as what many people 

are paying for life insurance.  

In this chapter you will find questions dealing with premiums for Long Term Care insurance. 

Q.  What are couple’s discounts? 

A.  Many insurance companies know that people who are in a committed relationship tend to 

have fewer functional problems as they age.  They also know that those who do lose their ability 

to perform Activities of Daily Living will have someone to provide primary care if they are part 

of a couple.  People like that are less likely to incur expensive nursing home costs.  Insurance 

companies often offer sizable discounts to people who can rely on a significant other to care for 

them.  Insurance companies tend to offer even bigger discounts when both partners obtain LTCI 

with the same insurance company. 

Q.  Are my premiums permanently locked in? 

A.  LTCI policies are “Guaranteed Renewable.”  That means that as long as you pay your 

premiums, the insurance company cannot cancel your policy.  The insurance company cannot 

single you out to raise your premiums merely because you have to use the insurance. 

That does not mean that your premiums can never increase.  If the insurance company is able to 

demonstrate that the costs of Long Term Care is more than what was anticipated when your 

policy was sold, they can raise your premium to offset those increased costs. 

Before an insurance company can raise your premium, they must jump through a couple of legal 

hoops. 

 An insurance company cannot just raise rates on an individual.  They must make the 

exact rate adjustment on every similar policy in the geographic area. 

 Rate increases cannot be based on the health status of the insureds. 

 Rate increases can only be effective after your state Department of Insurance has been 

convinced that they are necessary. 

 Insurance companies are required to provide you with a history of how often they raise 

their premium rates at the time of your application.  



Q.  Are limited-pay LTCI policies expensive? 

A.  The term, “limited” in a limited-pay LTCI policy can be misunderstood.  The limit is not on 

the benefit that is being paid.  There are other terms for those types of limits.  A limited-pay 

policy only requires you to pay premiums for a stated period of time. 

Limited pay policy premiums are only paid for a stated number of years or until the insured 

reaches a certain age.  Once the insured has paid premiums for the agreed period of time, their 

obligation to pay premiums ceases.  The insurance continues. 

For example, a person, age 50, may elect a 10-year-pay policy.  That means that he will only pay 

premiums for 10 years, during his peak income earnings.  At age 60 he can stop paying 

premiums.  If he needs to go into a nursing home at age 80, his LTCI policy will help pay those 

bills. 

Another type of limited-pay policy is age based.  With those types of policies a person will pay 

premiums until they reach a stated age.  A person age 50 may elect a policy that is paid until age 

65.  At the policy anniversary after he reaches age 65 he stops paying premiums.  However, the 

policy will continue to cover his Long Term Care needs for the rest of his life. 

Limited-pay LTCI policies are wonderful financial planning tools.  They allow you to pay all 

your LTCI premiums before you retire.  At retirement, the average person’s income drops 

drastically.  This option allows you to have one less bill during retirement.   

If you are considering a limited-pay LTCI policy there are a few things that you need to consider 

before you commit. 

First, limited-pay LTCI policies are generally much more expensive than lifetime premiums.  

That is because the insurance company must collect their premium in a shorter period of time.  

Don’t be shocked if you must pay 3-4 times the premium for a limited-pay policy that you would 

have paid for a life-time policy.  It may be worth the extra premium to not have that bill during 

retirement.  However, you may want to trade that convenience for a lower premium. 



Second, limited-pay LTCI policies often have more restricted underwriting.  They are not 

available to every person.  In some cases the insurance company may offer to insure you with a 

lower premium but only if you agree to pay that premium through-out you entire life-time. 

Q.  Will I continue to pay premiums if I have to use the insurance? 

A.  Many of the newer LTCI policies provide the Waiver of Premium rider at no extra charge.  It 

is automatically added to all policies.  Waiver of Premium was optional in some of the older 

policy types. 

If you are not absolutely certain that your policy will not require you to continue to pay 

premiums while you are receiving benefits, make certain you read your policy.  Look for the 

words, “Waiver of Premium.”  A Waiver of Premium means that you do not have to pay 

premiums on your insurance policy while you are receiving benefits.   

If there is a Waiver of Premium, a life-time pay policy is just as good as a limited-pay policy. 

Q.  What if I do not have enough money to pay for care during my Elimination Period? 

A.  Often people think that LTCI is going to start paying for Long Term Care expenses 

immediately.  That is not necessarily the case.  When you buy a LTCI policy, you will be asked 

to choose an Elimination Period (E.P.) The E.P. is the period of time during which you agree 

with your insurance company to pay the full cost of your Long Term Care. 

The E.P. is a cost control technique.  The fancy insurance term is, “Risk Retention.”  In exchange 

for your agreement, your insurance company has lowered your premium.  The longer you agree 

to pay your Long Term Care bills out of your own pocket, the lower your premium will be. 

If the cost of a LTCI policy with no Elimination Period is too much, there are some things that 

you can do. 

If you think that any future ADL limitations will allow you to remain in your home with just a 

little help, you may want to consider adding a Home Health Care E.P. rider (HHC Waiver.)  I 

realize that I am using insurance jargon and run the risk of confusing you.  Let me try to explain. 



The HHC Waiver modifies your policy.  The Elimination Period you elected will still apply for 

nursing home expenses.  However, if you are able to stay in your own home with a little help, the 

insurance company agrees to ignore any E.P. arrangements in your policy.  They will start 

paying benefits immediately provided you remain in your home. 

Most insurance companies offer this premium option.  That means that you will pay for it in the 

form of slightly higher premiums.  In most cases you will find that even though there is a 

premium for the HHC Waiver, it is worth it.  A plan with a 90 day Elimination Period with a 

HHC Waiver it normally going to be significantly less expensive than a plan with a 0 day 

Elimination Period. 

If you do not want to use a HHC Waiver, you have another option.  One of the things you will 

want to research before you buy a LTCI is how much the average cost of Long Term Care is in 

your area.  In my area of the nation, at the time of this book’s writing, a semi-private room in a 

nursing home averages about $ 4500 a month.  That means that if a person suffers an injury or 

illness that requires a nursing home, they are liable for the first $ 13,500 before their LTCI policy 

will pay anything. 

The average cost for Home Health Care is about half of the cost of a nursing home.  Even the 

cost of most Assisted Living Facilities is about 75% of the cost of a nursing home.  Many LTCI 

providers will allow you to pay lower premiums if you agree to a lower benefit for Home Health 

Care or Assisted Living Facilities. 

A $ 15,000 Critical Illness policy will pay you a lump sum of cash if you are diagnosed with one 

of the critical illnesses.  If you have a family history of cancer, heart attack, stroke or 

Alzheimer’s disease, I encourage you to speak with your insurance agent about a Critical Illness 

type of policy.  It will give you the money that is required to pay for your Long Term Care needs 

until your LTCI policy starts to pay benefits. 

Some people prefer to rely on Medicare to pay for their Long Term Care needs.  That is a 

mistake.  Medicare is designed to help beneficiaries pay for medically necessary, curative 

expenses.  Long Term Care is by definition not aimed to cure an individual.  Long Term Care is 

to help people do things that they used to be able to do but are not expected to regain their former 

abilities. 



Medicare is a fine program but it was never intended to pay for Long Term Care.  Relying on it 

is the same thing as relying on a hammer to cut a piece of wood.  You need to use the appropriate 

tool.  When you are cutting wood, ignore the hammer and use the saw.  When you are planning 

for Long Term Care, ignore Medicare and use an appropriate financial tool. 

Medicare will pay for up to 100 days of Short Term nursing home stays if they are medically 

necessary.  It is nice when it happens.  I do not recommend that any of my clients count on 

Medicare paying for the full 100 days.  The average stay in a nursing home that Medicare 

actually pays for is less than 22 days. 


