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A NOTE TO READERS

Most people have spent years preparing for retirement. Far fewer have considered what would happen if they
needed assistance with ordinary daily activities for months or years. This guide is designed to make that
conversation easier, not to suggest that everyone needs to purchase a policy.

The central questions are straightforward: Who would provide care? Where would it happen? How would it be
paid for? And what would those decisions mean for a spouse, children, or other people who depend on you?

You will find explanations of common coverage arrangements, trade-offs between funding methods, and
guestions worth discussing with your family and professional advisers. The examples are hypothetical, not
illustrations of actual insurance policies. No particular product is appropriate for every household.

Important: Insurance contracts differ by company and state. Benefit triggers, exclusions, premium guarantees, inflation provisions,
claim procedures, tax treatment, and available riders must be confirmed from current policy forms. Figures in this guide are
planning illustrations unless a source is specifically identified. Consult qualified insurance, tax, legal, and financial professionals
before acting.
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CHAPTER 1 | The Conversation Worth Having

Care is a life event, not merely an insurance event

A long-term care plan begins with a personal question: if an illness, injury, or memory condition made
independent living difficult, how would you want your life to work? Some people would prefer to remain at
home. Others value the social and practical support of an assisted living community. Still others may need a
specialized setting for safety.

The choice can affect household income, investment withdrawals, family schedules, and the location of care.
Planning gives those choices a place in the retirement conversation before there is pressure to decide quickly.

» Ask who would coordinate services, who would provide hands-on help, and who would manage bills.

» Consider what staying at home would require: accessible bathrooms, transportation, meal support, or
professional aides.

« Decide which financial resources could be used without undermining the surviving spouse.

Why longer lives require different planning

Medical treatment can help people survive events that once might have shortened life. Yet survival does not
always mean a full return to independence. A person may be medically stable and still need assistance getting
dressed, transferring safely, or remembering medications.

This distinction matters because the payment systems for medical treatment and ongoing personal support
are not the same. Many families discover the difference only after a hospital discharge.

 Retirement planning should consider both how long money must last and what happens if care expenses
are added.

* A written plan can reduce the burden on relatives who otherwise must guess your wishes.
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CHAPTER 2 | What Long-Term Care Actually Means

The six activities of daily living

Insurers commonly use six activities of daily living, often abbreviated ADLS, when evaluating eligibility for
benefits. They are bathing, dressing, eating, transferring, toileting, and continence. These refer to the ability to
perform essential physical functions, not whether someone can drive, shop, or manage a checkbook.

A person might be able to enjoy a conversation and make decisions but need help transferring from bed to
chair. Another may be physically mobile but unsafe alone because of advanced memory impairment. Both
situations can create substantial care needs.

 Bathing: washing and entering or leaving a shower or tub safely.
« Dressing: putting on and removing necessary clothing.

» Eating: feeding oneself, rather than shopping or cooking.

* Transferring: moving between bed, chair, and other positions.

* Toileting: using the toilet and maintaining hygiene.

 Continence: controlling or appropriately managing bowel and bladder functions.

How insurance claims may begin

Many tax-qualified long-term care contracts use two broad paths to benefit eligibility: inability to perform at
least two ADLs without substantial assistance, expected to continue for at least 90 days, or severe cognitive
impairment requiring substantial supervision. A licensed health care practitioner generally must certify the
condition, and a plan of care or other documentation may be required.

The policy is the controlling document. Waiting periods, covered providers, reimbursement rules, indemnity
provisions, and cognitive-impairment definitions differ. A family should understand those details before
choosing coverage.

» Ask whether home care, adult day services, assisted living, and memory care qualify.

» Ask how an elimination period works and whether calendar days or service days count.
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CHAPTER 3| The Costs Behind a Care Decision

Care costs are more than aroom rate

Long-term care costs depend on location, hours of assistance, level of supervision, and setting. A few weekly
visits from a home aide can be manageable; around-the-clock paid support can become extremely expensive.
Residential care may bundle some services but charge extra for higher assistance levels or memory support.

Costs can rise over time. Any planning estimate should use a current local cost-of-care survey and consider
future inflation. A national average may be useful for orientation, but it cannot substitute for the cost of care in
your community.

* In-home care: calculate the hourly rate multiplied by actual weekly hours, plus agency minimums and
weekend premiums.

« Assisted living: distinguish base rent from medication, bathing, mobility, and other care-level charges.

 Nursing care: compare semi-private and private rooms, and identify which services are included.

A simple household stress test

Consider a hypothetical household with $900,000 in retirement assets. If a care need costs $7,500 per month,
that is $90,000 a year before ordinary household spending. A three-year event would total $270,000 at a
constant cost; five years would total $450,000. These figures do not include taxes on withdrawals, investment
results, inflation, or costs for a second spouse.

The point is not to predict a particular outcome. It is to see how a care expense could change an otherwise
comfortable retirement plan. Ask which assets would be used first, how quickly they could be accessed, and
what the remaining spouse would need.

» Example only: $7,500 x 12 months = $90,000 per year.
* At 3% annual cost inflation, a $90,000 annual expense becomes approximately $121,000 in ten years.

* Check local costs annually rather than treating one quote as permanent.
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CHAPTER 4 | Medicare, Medicaid, and Coverage Gaps

Why health coverage is not a long-term care budget

Medicare generally pays for medically necessary health services and certain limited skilled care, not indefinite
assistance with bathing, dressing, or supervision when those are the only needs. Original Medicare skilled
nursing facility benefits have eligibility requirements, including a qualifying inpatient hospital stay in many
cases, and a maximum of 100 covered days per benefit period. That maximum is not a promise of 100 days of
coverage.

Medicare Advantage plans follow Medicare coverage rules but may have different networks, authorization
processes, and limited supplemental services. Medicare Supplement policies help with eligible Medicare
cost-sharing; they do not transform ongoing custodial care into a Medicare-covered service.

» Ask discharge planners whether care is skilled rehabilitation or primarily personal assistance.
» Confirm whether a hospital stay was inpatient or observation status.

 Review the specific Medicare Advantage plan, if applicable, for supplemental benefits and restrictions.

Where Medicaid fits

Medicaid is a major source of long-term services and supports for people who meet program requirements.
Eligibility, covered settings, home-and-community-based services, spousal protections, and waiting lists
depend on the state and program. Medicaid is not simply a benefit anyone can activate by transferring assets.

Transfers for less than fair market value may trigger penalties, and a five-year look-back commonly applies to
institutional long-term care Medicaid. Exceptions and state-specific rules are significant. Families considering
Medicaid planning should consult a qualified elder-law attorney well before a crisis.

Do not assume the same asset rules apply to single applicants and married couples.
Do not make gifts or retitle property based on general advice.

» Compare the availability of home care and facility care under your state program.
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CHAPTER 5 | The Family Side of Caregiving

Care often begins with the people closest to us

A spouse may start by driving to appointments, organizing medication, or helping with meals. An adult child
may take over finances or visit several evenings each week. Over time, those tasks can grow into a
demanding schedule involving lifting, nighttime supervision, and emergency decisions.

The emotional cost can be as consequential as the financial one. Caregivers may miss work, postpone their
own medical visits, or find that every conversation with a loved one becomes a conversation about chores and
safety. A plan should account for the people giving care, not just the person receiving it.

* Identify a primary coordinator and at least one backup.
« Discuss what relatives are willing and physically able to do.

* Build respite care into the plan so family caregivers can rest.

Preserving relationships

Professional care does not replace love or family involvement. It can make family involvement more
sustainable. A daughter who is no longer responsible for every overnight shift may have more energy to be a
daughter. A spouse who can obtain reliable assistance may remain healthier and more independent.

For some families, the most important benefit of a funding strategy is not a larger inheritance. It is the ability to
choose safe, dignified care without requiring a loved one to abandon a job or take on work they cannot safely
perform.

» Write down preferred care settings and people to contact.
* Prepare powers of attorney and health-care directives with appropriate legal advice.

* Review the plan together before anyone needs urgent assistance.
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CHAPTER 6 | When to Start: Your 40s Through
Retirement

Why the 50s and early 60s deserve attention

Long-term care insurance premiums for comparable coverage are generally lower when coverage is first
purchased at younger ages, and underwriting may be more favorable before significant medical conditions
arise. For many households, the 50s through early 60s are a practical period to explore options, often before
age 65. There is no universal magic age or guaranteed premium sweet spot: the right timing depends on
product design, health, assets, and budget.

Buying earlier also means paying premiums for more years, so lower annual cost is only one consideration. A
useful comparison looks at total expected premiums, available benefits, inflation protection, and the financial
impact of waiting.

« In your 40s: begin with education, savings priorities, and family health history.
« In your 50s: obtain actual quotes and compare traditional and hybrid structures.

« In your early 60s: revisit coverage before retirement decisions and potential health changes.

Planning at 65, 70, and beyond

People who are already retired should not assume the conversation is over. Some may still qualify for
coverage, although costs, benefit choices, and underwriting become more restrictive with age. Others may be
better served by a dedicated self-funding reserve, a review of existing insurance, or a coordinated care and
estate plan.

The key is to replace vague assumptions with an assessment of what is still available. An adviser should be
willing to say when insurance is not cost-effective or is unlikely to be available.

 Ask for proposals using the same monthly benefit and benefit duration where possible.
» Compare the cost of purchasing now with a realistic plan for self-funding.

* Revisit health eligibility before making irreversible transfers or cancelling older coverage.
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CHAPTER 7 | Three Ways to Finance Care

Option one: use your own assets

Self-funding can work well for households with sufficient liquid resources and a clear plan to protect a surviving
spouse. It avoids insurance premiums but leaves the family exposed to uncertain care duration, investment
conditions, taxes, and future price increases.

A self-funding strategy is strongest when it names the assets designated for care and tests several durations
rather than assuming care will be brief.

* Define a care reserve separate from ordinary retirement spending.
» Model one spouse needing care and both spouses needing care at different times.

« Identify potential taxes from retirement-account withdrawals.

Option two: transfer some risk; option three: use public programs

Private long-term care coverage can turn an uncertain expense into contractually defined benefits in exchange
for premiums or a repositioned asset. It does not remove every risk: policies have limits, conditions, and
exclusions. Public programs, particularly Medicaid, may provide support for those who qualify, but they involve
eligibility and service restrictions.

Many households use a combination: savings for smaller expenses, insurance for a major event, and public
programs as a potential last-resort safety net.

* Risk transfer: evaluate benefit amount, duration, inflation features, and premium affordability.
* Public programs: understand state-specific eligibility and available care settings.

 Blended approach: choose a manageable deductible or elimination period while preserving liquidity.
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CHAPTER 8 | Traditional Long-Term Care Insurance

What a stand-alone policy does

Traditional long-term care insurance is designed specifically to pay benefits when qualifying care needs arise.
The contract may reimburse covered expenses up to a daily or monthly limit, or pay a stated amount under an
indemnity design. The policy may cover care at home, in an assisted living community, in adult day care, or in
a nursing facility, subject to its terms.

A central advantage is that premiums may purchase substantial long-term care benefits relative to the amount
paid, especially when coverage is purchased earlier. A central trade-off is that standard stand-alone policies
often provide no death benefit if care is never needed.

» Monthly or daily benefit: the most the policy can pay for covered care.
« Benefit pool or duration: the total protection available.
* Elimination period: time or service days before payments begin.

« Inflation option: how benefit limits may grow over time.

Questions that matter after purchase

Premiums for many traditional policies are not guaranteed to remain unchanged. Subject to regulatory
approval and contract provisions, insurers may increase rates for classes of policyholders. Consumers should
examine a carrier's rate history, their ability to afford increases, and options to reduce benefits if necessary.

Claims administration also matters. Families should understand what documentation is required, whether an
agency must be licensed, and whether family caregivers can be paid. The lowest quoted premium is not
always the best policy.

» Request a specimen contract and a clear outline of coverage.
» Ask about shared-care features for couples and restoration of benefits, if available.

» Confirm whether inflation protection is automatic, optional, or absent.
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CHAPTER 9 | Life Insurance and Annuity-Based
Alternatives

Hybrid life insurance arrangements

Some permanent life insurance contracts combine a death benefit with long-term care benefits. A qualifying
claim may accelerate part of the death benefit for care; certain designs also provide an extension of benefits
beyond the accelerated amount. If little or no care is used, a death benefit may remain for beneficiaries,
subject to the policy terms.

This design can appeal to people who dislike the possibility of paying stand-alone premiums without ever
claiming benefits. The trade-off may be a larger funding commitment, different benefit leverage, surrender
charges, or reduced liquidity. Not every policy with an accelerated death benefit rider is equivalent to a
dedicated long-term care hybrid.

* Ask whether the rider is long-term care insurance or a chronic-illness benefit.
» Determine whether care benefits reduce the death benefit and whether an extension pool exists.

» Review guarantees, surrender values, and what happens if premium payments stop.

Annuity-linked long-term care

Certain annuities include long-term care features that can increase the amount available for qualified care.
They may appeal to people with existing nonqualified annuity assets or cash reserves they do not expect to
spend soon. Some designs use different underwriting standards from life-based coverage, but eligibility is not
automatic.

Annuities have their own considerations: surrender periods, income taxation of gains when paid to
beneficiaries, contract expenses, liquidity, and the effect of a 1035 exchange on existing guarantees. The
decision should be based on the actual proposed contract, not a general claim that hybrids always outperform
traditional coverage.

» Compare care benefits to the original deposit and to alternative uses of that money.
» Check how unused value passes to beneficiaries and how it is taxed.

» Never surrender an existing contract before reviewing possible tax and contractual consequences.
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CHAPTER 10 | Tax and Funding Considerations

Tax-qualified coverage and health savings accounts

Certain long-term care insurance benefits may receive favorable federal income-tax treatment when statutory
requirements are met. The details depend on whether benefits are reimbursement or per diem, the contract
type, and current IRS limits. Tax-qualified long-term care premiums may also qualify for age-based deductions
or eligible HSA distributions within statutory limits.

For combination contracts, the full premium is not automatically eligible for the same treatment as a
stand-alone long-term care premium. Ask the insurer for a breakdown of the eligible long-term care charge
and have a tax professional review it. Annual dollar limits change; this guide intentionally does not freeze a
specific year's figures into a long-term planning decision.

» Confirm whether the contract meets the applicable tax-qualified long-term care rules.
« Avoid claiming both an HSA tax-free distribution and a deduction for the same premium.

* Retain policy statements and claim records for tax preparation.

1035 exchanges and retirement assets

Section 1035 of the Internal Revenue Code may permit certain direct exchanges of existing life insurance or
annuity contracts without immediate recognition of gain. The permitted direction of exchange and the type of
receiving contract matter. An annuity generally cannot be exchanged tax-free into a life insurance policy.

A 1035 exchange may be useful when an older contract no longer fits a household's goals, but surrender
charges, lost guarantees, underwriting, and the tax basis of the old contract all deserve review. Withdrawals
from traditional IRAs or employer plans are a different matter and are often taxable even when used to
purchase insurance.

* Ask for an in-force illustration before replacing existing coverage.
» Have the receiving carrier handle any eligible direct exchange.

* Review tax effects and potential Medicare income-related premium consequences of large withdrawals.
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CHAPTER 11 | Planning for Business Owners

A personal care event can become a business event

Owners and key executives may be especially exposed when an iliness disrupts both household finances and
day-to-day business leadership. A care plan can be part of succession planning, key-person retention, and
executive benefit discussions. However, the tax rules differ considerably by entity type, ownership percentage,
policy design, and who receives the benefit.

Businesses should not assume that all hybrid premiums are deductible or that an owner receives the same
treatment as an unrelated employee. Separate the premium attributable to qualifying long-term care coverage
from amounts paid for life insurance or annuity benefits.

» Document who owns the policy, who pays premiums, and who receives benefits.
» Coordinate any executive arrangement with payroll and tax reporting.

» Consider how care needs would affect business continuity and decision-making.

Executive benefits and careful implementation

Employers may consider long-term care coverage as part of a broader compensation program, including
arrangements for selected executives where legally permissible. A bonus arrangement may make premiums
taxable compensation to the executive even when deductible to the business. Other employer-paid coverage
may follow different rules.

The proper structure depends on corporate form, employee status, discrimination rules, and the specific
insurance contract. A business owner should involve a CPA and benefits or legal adviser before presenting a
tax outcome as certain.

» Compare an executive bonus arrangement with an employer-paid health benefit.
* Verify whether state insurance and federal tax requirements permit the intended structure.

* Treat the insurance benefit as one part of a coordinated business and estate plan.
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PRACTICAL COMPARISON GUIDE

Primary purpose Care benefits Care + death benefit Care + annuity value

If care never needed Often no payout Death benefit may remain Remaining annuity value

Premium structure Often ongoing; increases Varies; some guaranteed Often single or limited-pay
possible schedules

Health review Underwriting Underwriting Often different standards

Liquidity No cash value typically May have cash value / charges = May have surrender charges

The table describes common product patterns, not promises. Some policies do not fit these generalizations. Compare actual
policy provisions, including benefits, exclusions, fees, inflation protection, and guarantees.

How to compare two proposals fairly

Request the same initial monthly care benefit, comparable benefit duration, and similar inflation assumptions.
Ask the adviser to identify differences in home-care eligibility, elimination periods, premium guarantees,
shared-care features, cash values, and death benefits. A low initial premium can be misleading if it buys much
less protection.
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FAMILY CONVERSATION WORKSHEET

My first preference for care

At home, in a community setting, or wherever the safest care can be provided?

People | want involved

Who should coordinate care? Who is the backup?

Financial boundaries

How much of our savings can be committed without jeopardizing a spouse?

Important documents

Who holds health-care directives, powers of attorney, policy information, and contact lists?

Support for caregivers

What professional services or respite arrangements would protect family members?

Review date

When will we revisit the plan, especially after a move, diagnosis, or retirement?
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QUESTIONS FOR AN INSURANCE REVIEW

* What is my likely care funding gap after income and existing resources?

* Which insurance structures are available at my age and health status?

» What exactly triggers benefits, and who certifies eligibility?

» Are home care, assisted living, adult day care, and memory care covered?
» How are benefits paid: reimbursement, cash indemnity, or another method?
* What is the elimination period, and how is it satisfied?

* What is the maximum benefit pool and what inflation choices exist?

» Can premiums rise, and which guarantees are contractual?

* What remains if | never use care benefits?

» How do benefits interact with existing life insurance and annuities?

» What are the tax implications of premiums, claims, exchanges, and death benefits?

* How do we coordinate this with estate documents and a spouse's needs?

A useful adviser should explain the reasons not to buy a particular product as clearly as the
reasons to consider it.
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KEY TERMS

Activities of Daily Living (ADLS): Six essential self-care functions commonly used in LTC eligibility
assessments.

Benefit pool: The maximum aggregate amount available under a policy or rider.
Cognitive impairment: A loss of mental capacity that may require substantial supervision for safety.
Custodial care: Personal help or supervision, distinct from skilled medical treatment.

Elimination period: A period that must be satisfied before eligible benefits become payable.

Extension of benefits: Additional care benefits beyond a base policy's accelerated amount, when provided.

Hybrid policy: An insurance or annuity design that combines LTC-related benefits with another contract.
Inflation protection: A feature that increases specified policy benefit amounts over time.
Medicaid look-back: A review of certain asset transfers during a period before eligibility.

Section 1035 exchange: A qualifying exchange of certain insurance contracts with deferred recognition of
gain.

Tax-qualified LTC: Coverage satisfying applicable federal long-term care insurance tax requirements.

Underwriting: The insurer's evaluation of eligibility, including health history.
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A FINAL THOUGHT

The purpose of planning is not to predict whether a particular person will need care. It is to make the
consequences of needing care more manageable. The right strategy may involve insurance, designated
savings, family coordination, or some combination of the three.

For younger readers, the most useful next step may be to compare options while health and time are on your
side. For people approaching or living in retirement, the priority may be to protect income, clarify preferences,
and identify exactly how care would be funded. Neither group benefits from waiting until a crisis to begin the
conversation.

Start with one question: If our family needed long-term care support next year, what would we do first? The
answer is the beginning of a plan.

T. ). “Semmes” Hughs, CLU

Financial Advisor and Comprehensive Planning Professional

This guide is educational and is not an offer of insurance or individualized tax, legal, or investment advice. Product availability and
terms vary by state and carrier. Current quotations and policy forms control.
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