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Longer life expectancies and contin-
ual medical advancements mean that
many people are needing more health

care, which makes long-term care insur-
ance (LTCI) almost as important as medical
insurance. “Long-term care” is a phrase
used to cover a wide range of
health and personal care serv-
ices for individuals who have
lost some or all capacity to
function independently due
to a chronic illness or condi-
tion and who are expected to
require these services for an
extended period of time. You
can receive long-term care in
a nursing home or in your own
home, in the form of help with
such everyday activities as
bathing or dressing.

The Need
A study by the U.S. Department
of Health and Human Services
indicates that people age 65 or
over face at least a 40% lifetime
risk of entering a nursing home
or requiring long-term care.
About 10% will stay there five years or
longer. The American population is grow-
ing older, and the group over age 85 is now
the fastest-growing segment of the popu-
lation. The odds of entering a nursing home
or requiring long-term care for long peri-
ods increase with age. Statistics show that
at any given time, 22% of those ages 85
and older are in a nursing home or receiv-
ing long-term care elsewhere. Because
women outlive men on average, they face
a 50% greater likelihood than men do of
entering a nursing home or requiring long-
term care after age 65.

The Reality
Although these statistics clearly demon-
strate a strong need for LTCI, consumers
aren’t flocking to their insurance agents
to buy it. According to a survey commis-

sioned by U.S. Bancorp Piper Jaffray, only
20% of all “baby boomers”, people born
between 1946 and 1964, are planning to
buy LTCI to cover health care expenses
when they retire, although more than twice
as many will actually need it. Most boomers

are woefully uninformed about what insur-
ance coverage they have and what their
policies cover.

“Boomers are completely confused about
how health care—specifically long-term
care—is paid for in retirement,” says
Tony Fabrizio, a partner in Fabrizio,
McLaughlin & Associates. Sid Friedman,
chair of Corporate Financial Services, a
Philadelphia-based insurance organization,
points out that “LTCI is not only for people
over 65. People under age 65 make 34%
of all claims. LTCI covers you for the ravages
of major brain and physical impairments,
and the cost for long-term care for a
small group employer plan can be
deductible to the business. It is fast becom-
ing one of the most important and want-
ed benefits in the employee category.”
He adds, “A myth about LTCI is that you

need to be in a nursing home as a vegetable
to collect: not true. If you can’t do two of
six bodily functions, you are considered
impaired—things like eating, walking, and
moving from one place to another. Then,
you are considered disabled and you need
NOT be in the nursing home . . . you can
be in your own home.”

Lynne Rosenberg Kidd, president of
Innovative Solutions Insurance Services in

Los Angeles, adds, “LTC insur-
ance is not health or disabili-
ty insurance, it’s simply care to
help you live your normal life
as you age and need assis-
tance with those daily activi-
ties. This can include having
someone prepare your meals,
to moving you around, or
bathing you. Most people rely
heavily on their spouse to take
care of them, but that spouse
may not be capable of some of
those things, such as a wife
physically moving her husband
from place to place.”

Why Buy a Policy?
Neither standard medical insur-
ance nor disability insurance
provide long-term care bene-
fits. Medicare provides partial

coverage following a period of hospital-
ization but only for a brief period and only
for skilled care. Medicare also pays for some
skilled at-home care, but only for short-
term unstable conditions and not for the
ongoing assistance that many elderly
people need. 

Many people who begin paying for nurs-
ing home care find that their savings are
not enough to cover lengthy stays. If
they become impoverished after entering
a nursing home, they turn to Medicaid to
pay the bills. To receive Medicaid benefits
(only skilled nursing care is covered) you
first have to spend down virtually all of
your assets.

Anyone over 18 is eligible to purchase
LTCI, but Diane M. Pearson of Legend Finan-
cial Advisors in Pittsburgh (www.legend-
financial.com) says that in particular, “Those
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Buying a policy could prevent the 
loss of virtually all your savings.



over 50 should consider buying a long-term
care policy to avoid high out-of-pocket
expenses in the case of an accident or
unplanned medical problem.”

Tax Incentives
Like health insurance, LTCI offers numer-
ous tax advantages. Benefits are tax-free
and, for most types of corporations, employ-
er-paid premiums are 100% deductible.
(Self-employed individuals can deduct 70%
of premiums for 2002 and 100% for this
year.) Group coverage is portable, which
means employees can take their coverage
with them if they retire or leave the compa-
ny. And employers may deduct the cost
of premiums for employees—which may
be why more employers are adding LTCI
to their benefit portfolios.

LTCI premiums, up to the amounts
shown below, can be claimed by individ-
uals as tax-deductible medical expenses,
subject to the 7.5% of adjusted gross income
threshold:
• Age 40 or younger: $230,
• 41–50: $430,
• 51–60: $860,
• 61–70: $2290,
• 71 and older: $2860.

The Policies
Insurers now offer policies with a wide
range of benefit options and design flex-
ibility at moderately priced premiums. Most

insurers offer plans that cover nursing
home, home health care, adult day care,
respite care, and alternative care services.
Most plans are guaranteed renewable, cover
Alzheimer’s disease, have a waiver of premi-
um provision, and offer unlimited or life-
time nursing home maximum periods.

Pearson says that because the LTCI busi-
ness is fairly new (the first policies were
issued approximately 25 years ago), it is
important to investigate before buying and
look for a company that has not raised
prices in the past. Other attributes to
look for are a company that is not offer-
ing unusually low rates right now and
has a good claim-paying reputation. Each
policy will have an Outline of Coverage.
Says Kidd, “I cannot stress enough: Take
the time to read this valuable information!
The purpose of the Outline of Coverage is
for you to understand how the policy works,
what it does and doesn’t pay for, how you
start receiving your benefits, and differ-
ent available options. For example, one
policy may reimburse for expenses, while
another pays a set dollar amount for each
day you receive care.” 

Pearson states, “It is important to buy
a policy that has only one ‘elimination
period’ to satisfy. The policyholder must
pay out-of-pocket expenses during this
waiting period, usually anywhere from 90
to 180 days, before the benefits kick in.
By only paying these expenses the first
time, the policyholder can save thou-
sands in the long run by not having to
incur these expenses again.”

Benefits and Flexibility
Make sure the definitions in the policy
are flexible enough to cover expenses like
going to a doctor or requiring the servic-
es of a nurse’s aide, care manager, thera-
pist, hairdresser, or cleaning service. When
it comes to unexpected costs, there is no
such thing as having too much coverage.

Be sure the policy is flexible enough
to cover extra bills that crop up during
long-term care. Companies often want to
pay providers directly, which means filing
monthly claim forms, not an easy task for
elderly sick people. However, some policies
offer indemnity coverage, which requires
a one-time claim form. Also, the month-
ly payments are sent to the individual poli-
cyholder to do with as they please.

Assisted living is an important consid-
eration but can often be hidden under
the same policy roof as home health care
or nursing home care coverage. Long-

term care policies often have benefits for
these coverages that are limited to 50%
of the nursing home daily benefit unless
you purchase an upgrade in coverage. “It

is usually best to increase the benefit to
100% of the skilled care facility daily bene-
fit,” says Pearson. 

Although many people prefer to remain
in their own homes, assisted living costs
much less than staying at home. Check the
claims-paying ability of the insurance
company and its service record. The last
thing you or your loved ones need is a
hassle in getting qualified long-term care
expenses paid for.

The Bottom Line
Like all insurance, there are no guarantees
that rates will not go up for long-term care,
but a financially stable company that devel-
ops conservative, flexible policies is more
likely to keep rates down and less likely
to offer lowball introductory rates. There
are so many moving parts in this product,
which can vary immensely from company
to company—for example, premiums, bene-
fits, and underwriting. No one is better
than the other is per se. It’s what fits
your need that is the most important. 

Milton Zall is a freelance writer based in
Silver Spring, MD. He is a certified internal
auditor and a registered investment advis-
er. Send your comments or questions regard-
ing this article to tcaw@acs.org or to the
Editorial Office address on page 3. ◆
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LTCI as an ACS Benefit

As part of the ACS Member Insurance
Program, all domestic ACS members and
national affiliates are eligible to apply
for coverage under the ACS Sponsored
Long-Term Care Plan. Coverage for spous-
es, parents, and parents-in-law is avail-
able, and rates are based on the covered
person’s age. All applicants must be age
80 or younger. 

The ACS Sponsored Long-Term 
Care Plan is tax-qualified in most 
states and is based on an indemnity
model with flexible benefits. Members
may choose between Nursing Home
coverage only (in some states), or Nurs-
ing Home coverage along with various
amounts of Professional Home Care or
Informal Home Care. For more infor-
mation, call 202-872-6037 or go to
chemistry.org and click on “ACS Member-
ship Benefits”.


