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Make Long-Term 
Care More Affordable 
We help you navigate the maze of choices to get 
the best deal, BY KIMBERLY LANKFORD 

THE AVERAGE COST OF A PRIVATE 
room in a nursing home is now about 
$248 per day (or about $90,000 per 
year), and 12 hours a day of home 
care costs even more, according to the 
MetLife Mature Market Inst i tute. But 
for many baby-boomers, it takes more 
than the threat of financial catastro
phe to be prodded into buying a long-
term-care insurance policy. 

"If people have experience wi th 
family members needing care, they 
sign up immediately," says Ted 
Sarenski, a CPA and personal financial 
specialist in Syracuse, N.Y. "But if 
they don't, they worry tha t they are 
th rowing their money away." 

Sarenski recommends to clients in 
their fifties tha t they have some form 
of long-term-care coverage to protect 
their re t i rement savings. Until re
cently, people who bought policies 
generally got enough insurance to 
cover 100% of the cost of care. But 
insurers boosted their rates after pay
ing more money in claims t han they 
expected. Rates for new policies have 
shot up—especially for women buying 
on their own—and it has become a lot 
more difficult to qualify for coverage 
if you have heal th issues. 

Sarenski helps his clients calculate 
how much of their savings they can 
afford to spend on long-term-care 
costs and still keep enough money 
for the other spouse to live on, possi
bly for decades. Then he recommends 
buying enough coverage to fill the 

gap—usually at least half of the cost of 
care. Fortunately, insurers are offering 
new options tha t shift more risk to you 
but make policies less costly. 

Buy his and her policies. Several major 
long-term-care insurers have switched 
from unisex to gender-differentiated 
pricing. Genworth, the largest long-
term-care insurer, announced the 
change in late 2012, and John Han
cock, Transamer ica and Mutual of 
Omaha quickly followed suit. 

In many cases, single women—who 
tend to live longer than men and are 
more likely to need care—now pay 
about 50% more than single men, says 
Claude Thau, a long-term-care insur
ance consultant in Overland Park, Kan. 
The rate hikes haven't been approved 
yet in some states, and a few insurers 
still offer unisex rates, especially for 
policies sold through employers. 

Most insurers continue to offer dis
counts for couples of about 30%, says 
Thau. For example, Genworth 's cou
ples policies give women a big break. 

For healthy 5 5-year-olds buying a 
policy wi th a three-year benefit period 
and a $150 daily benefit, plus 5% com
pound inflation protection, the cost 
is $2,190 a year for a single man and 
$2,966 for a single woman. But the 
price drops to $1,854 each if they buy 
as a couple. 

Couples can also hedge their bets 
wi th a shared-benefit policy. Instead 
of two separate benefit periods, you 
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share a benefit pool—three years each 
becomes a pool of six years that can be 
split between the spouses. Genworth 
charges $2,187 per person for a couple 
sharing a six-year benefit period— 
versus $1,854 each for a couple who 
buy separate three-year policies wi th 
a couples discount. 

If you're a single woman, consider 
a policy that combines long-term-care 
and life insurance. Wi th a combo pol
icy, rates won' t go up, and either you 
or your heirs are guaranteed a payout. 
For example, a 60-year-old woman 
who invests $100,000 in Lincoln 
Financial's MoneyGuard policy could 

get $6,627 in monthly long-term-care 
benefits for six years—totaling $477,144. 
If she dies before needing care, her 
heirs will get a death benefit of $159,048. 
(Money she uses for long-term care is 
subtracted from the death benefit.) 

"Combination policies are a bet ter 
deal for single women than they were 
in the past," says John Ryan, of Ryan 
Insurance Strategy Consultants, in 
Greenwood Village, Colo. He recom
mends gett ing quotes for both combo 
and stand-alone policies. You can buy 
a combo policy outright or pay for it 
over three or ten years. 

Get inflation protection for less. In the 

past, most policies automatically in
creased benefits by 5% compounded 
per year. But policies wi th 3% or CPI-
adjusted inflation protection, which 
t r ims premiums, have become more 
popular. For example, a 50-year-old 
woman who buys a John Hancock 
policy wi th a $150 daily benefit, a 
three-year benefit period and a 90-day 
wait ing period would pay $3,374 per 
year wi th 5% inflation protection, 
compared wi th $1,560 for a CPI-ad-
justed policy. A man would pay $2,174 
per year for the 5% compound policy, 
or $956 for one with a CPI adjustment. 

Some insurers are offering policies 
with future purchase options, which 
cost less than traditional inflation-
adjusted policies to s tar t out but 
don't increase benefits automatically. 
Instead, you can boost your benefits 
every few years if you pay more. 

When choosing an inflation option, 
don't simply compare premiums. Cal
culate how much the pool of benefits 
will grow to by the time you're likely 
to need care. A policy wi th a 3% infla
tion adjustment may not seem as good 
a deal when you see how much smaller 
the benefit pool will be when you're 80. 

Some states have par tnership pro
grams that let people who buy long-
term-care insurance keep more of 
their assets if they exhaust their long-
term-care policy benefits and have to 
rely on Medicaid. Some states require 
tha t policies have 5% compound infla

tion protection to qualify for the 
par tnership program. Contact your 
state insurance depar tment (you'll 
find links at www.naic.org). 

Buy a policy when you're still healthy. Insur
ers are also managing their risk by 
rejecting more people for health issues 
and making it more difficult to qualify 
for the best rates. A study by the 
American Association for Long-Term 
Care Insurance found that 45% of 
people ages 50 to 59 qualified for 
good health discounts, but only 30% 
of people ages 60 to 69 qualified. 

Health requirements vary from 
company to company. A long-term-
care specialist who works wi th many 
insurers can help you find the one tha t 
offers the best rates; you can find one 
at www.aaltci.org. Also shop insurers, 
such as Northwestern Mutual and 
New York Life, who work only wi th 
their own agents. : 
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Rate Hike Woes 
MOST MAJOR LONG-TERM-CARE 

insurers have raised rates for policy

holders in the past few years—some

times by as much as 90%-primarily 

for policies sold more than five years ago. 

Genworth is asking state regulators for 

permission to raise rates for some policies 

sold from 2001 to 2012. 

Keep the policy, if at all possible. If you 

drop it, you'll lose the coverage you've 

paid for all the years you've had the policy. 

If you can't afford the higher premiums, 

you have a couple of options. 

Shorten the benefit period to three 

or five years. Most people don't need 

benefits for more than three years. 

Reduce the inflation protection from 

5 % to about 3%. But calculate how much 

that will affect your total pool of benefits 

by the time you're likely to need care, and 

make sure you aren't giving up benefits 

you've already accumulated. 
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