


On a daily basis, 13 million people in the United States need assistance with
personal maintenance, hygiene, eating, and basic household tasks, according to
the Direct Care Alliance, a coalition of professional home health aides, certified
nursing assistants and personal attendants.

Although most Americans are cared for at home by family members and friends,
a 1998 study for the U.S. Centers for Medicare and Medicaid Services warned, “As
the population ages and develops chronic illnesses, the need for long term care

services, including nursing facility services, increases.”

THINK AHEAD




informed

= OQver the next three decades, the U.S.

population age 65 and older is
expected to double, to 70 million,
comprising 20 percent of the
population by 2030.

= The number of people aged 85 and
older, the fastest growing segment
of the older population, will reach
nearly 9 million by 2030.

= According to some estimates,
4 million Americans — one in
10 persons over the age of 65 and
almost half of those more than
85 years old — suffer from
Alzheimer’s disease, and an
estimated 14 million Americans will
have the disease by 2050 unless a
cure or prevention is found. With
half of all nursing home residents

already experiencing some type of
dementia, the need for long-term
care will continue to increase as the
number of persons with Alzheimer’s
climbs.

= About 44 percent of Americans 65
and older will enter a nursing home
at least once in their lifetime, and
more than half of them will stay for
at least a year, according to the
National Association of Insurance
Commissioners.

As you and your loved ones plan for
the future, the following questions and
answers may help you make more
informed decisions.



MAKE SURE

you cover your

long-term care

What is long-term care?

It is care for someone who no longer
can perform “activities of daily living”
(ADLs) such as eating, bathing,
toileting, dressing, moving between
a chair and a bed, and remaining
continent. Insurance companies
generally use a certain number of
ADLs or a cognitive impairment, such
as Alzheimer’s or similar diseases, to
determine when a person is eligible
to receive benefits from a long-term
care policy.

What does long-term care cost?

The national average cost of nursing
home care in 2001 was $56,000 a year,
according to the U.S. Department of
Labor, but nursing homes may cost
nearly twice that amount in some
regions of the country. This does not
include the price of medication and
therapies.

Home care, essentially bringing aides
to your home 2-3 hours a day, three
times a week, to assist with personal
care and household chores, cost
$12,000 to $16,000 annually in 2001,
according to the National Association
of Insurance Commissioners. Home

visits by physical therapists and other
skilled professionals run much higher,
as does round-the-clock care.

Won’t the government or my private
health insurance pay for my long-
term care needs? Can’t | pay for it
myself?

Generally speaking, neither Medicare,
nor private Medicare supplemental
insurance, nor the health insurance
policy your employer provides will pay
for long-term care.

Medicaid, a government program for
the low income, will pay for nursing
home care and for some home and
community-based services, but only
for those who qualify. To receive
Medicaid, you must have spent most
of your assets. Federal law requires
states to attempt to recover assets
from an estate to compensate for
Medicaid benefits received, though
states vary in their approach. There are
exceptions. For example, states cannot
attempt to recover funds while a
spouse or dependent child lives in the
home. Also, federal law requires states
to protect some income and assets

of spouses.



Individuals and their families pay for
about one-third of all nursing home
costs out-of-pocket. Medicare pays for
only about 12 percent of nursing
home costs, and only for a short
period of time, when a patient is
recovering from acute illness or injury
after a hospital stay. Medicare covers a
limited amount of care at home and
generally does not cover care in
assisted living facilities.

In a 2000 study examining the ability
of the elderly to pay for long-term care
services, James R. Knickman and Emily
Snell of the Robert Wood Johnson
Foundation estimated that only

27 percent of older Americans had
enough income and assets to pay costs
estimated at $150,000 for a three-year
period. Another 28 percent of the
elderly would exhaust their income
and assets to pay for long-term care.
An estimated 45 percent had such
limited financial resources that they
would need to rely on Medicaid.

What is long-term care insurance?

Long-term care insurance is coverage
that is available on an individual or
group basis to pay for personal care
needs and other services for
individuals who are limited in their
activities of daily living or are
cognitively impaired. Generally it pays
for care in your own home, in an
assisted living facility, or in a state-
licensed nursing home.

Should I buy long-term care
insurance?

Long-term care insurance ensures that
you or a family member will be able to
receive personal assistance and
nursing care and protect your assets
and your family’s inheritance. A 1996
study by the U.S. Centers for Medicare
and Medicaid Services found that
Americans spent $106.5 billion that
year on long-term care, nearly half of
which was paid for out-of-pocket by
individuals and their families.

The National Council on the Aging
reported in 2002 that while 67 percent
of Americans said the cost of long-
term care was the greatest threat to
their standard of living, only 35
percent had planned for it, and only
six million had purchased long-term
care insurance.

The National Association of Insurance
Commissioners advises consumers to
buy long-term care insurance only if
they can afford the premiums on a
policy that will offer worthwhile
benefits.



IMSA, the Insurance Marketplace
Standards Association, is a voluntary,
non-profit organization founded in
1996 to strengthen consumer trust and
confidence in the life and long-term
care insurance and annuities products
industry. IMSA members, who
comprise more than 200 of the
nation’s top life insurance companies,
commit to maintain high ethical
standards and to be fair, honest and
open in the way they advertise, sell
and service their individually sold
products.
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