
Consumer Guide to LongTermCare

What are the Types of Long-Term Care Needs and Services? 

Custodial care, or supportive care, is by far the most common type of care in the U.S. Someone 

without medical training helps you with activities such as getting out of bed, walking, eating, and 

bathing. Homemaker services can provide companionship and assist with activities such as shopping, 

transportation, light housekeeping, or similar tasks. 

Intermediate care is more serious and includes occasional nursing and rehabilitative care supervised 

by skilled medical personnel. It also includes basic medical procedures that are required sporadically 

and not on a 24-hour basis. 

Skilled care is the highest level of care and the most expensive. A doctor prescribes care by a skilled 

nurse or therapist on a 24-hour per day basis. 

You can receive these three levels of care in many forms, including: 

· At Home. Most people prefer to stay at home as long as possible. If you have the financial 

resources, you can receive custodial, intermediate, and skilled care at home. 

· In An Adult Day Care Center. The concept of adult day services is similar to that of child 

day care. Seniors are dropped off at the facility in the morning where they participate in 

activities and needed therapeutic services so their adult children can keep their full-time jobs. 

· In Assisted Living Facilities. The philosophy of assisted living is to allow you the right to 

make choices about your health and safety. These facilities emphasize supervision and 

assistance as needed rather than on a scheduled basis. They typically provide help with 

activities of daily living, and if private nursing duty is needed, you can arrange and pay for it 

yourself. 

· In Nursing Homes. Nursing homes can be either skilled nursing facilities or intermediate care 

facilities. Skilled nursing facilities, in which registered nurses provide 24-hour nursing 

services, emphasize medical care with restorative, physical and occupational therapy. 

Intermediate care facilities provide less intensive nursing care by registered and practical nurses

along with social and rehabilitative services. In a long-term care facility, patients receive 
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assistance with activities of daily living such as bathing, dressing, eating, toileting, 

transferring in and out of chairs and beds, and/or have cognitive limitations. 

· Through Hospice Care. This type of care is provided in your home or in a hospice facility and 

is exclusively to manage pain and symptoms of terminally ill patients. Medicare covers hospice 

care provided in your home only. 

· In Continuing Care Retirement Communities. These types of communities combine 

housing, healthcare, and social services across a continuum of independent living to nursing 

home care. Three types - all inclusive, modified, and fee-for-service - provide various levels of 

care at varying costs. 

WARNING: Among the 50 states, no consistent definition exists for adult day care centers, 

assisted living facilities, or other community-based facilities. When you're shopping for a long-

term care policy, get the definitions of the various facilities from the insurer whose policy you 

are considering. Then visit the facilities in your area to make sure they meet the definitions. 

Ask Yourself the Following When Considering Long-Term Care Insurance 

1. Do you want to leave an inheritance? 

If not, allocate your savings or assets to cover long-term care expenses and then, if necessary, 

purchase a long-term care policy for remaining needs. If so, a long-term care policy will help 

prevent your assets from being depleted by the costs. 

2. Do you have family who can take care of you? 

If you have an adult child or other family member that could act as a caregiver, you may not 

need the coverage of a long-term care policy or can purchase one with fewer benefits at a 

cheaper price. 
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3. What is your medical history? 

Much depends on your health status, the medical history of your family, and your lifestyle. If 

you're concerned you may get a chronic health condition, then long-term care is likely. 

4. Can you afford it? 

To answer this one, you've got to know your current budget and have a handle on your future 

financial situation as well. 

Hint: It's easier to plan if you have a fixed retirement income. Assuming inflation doesn't pop 

up again between now and then, a fixed income helps you know ahead of time if you can cover 

the premium payments. Otherwise, you could wind up paying premiums on a policy for years, 

be forced to stop when you can't afford it any longer, let the policy lapse, and then lose 

everything you've paid into it. 

A simple rule of thumb: If you have to use your savings or make significant lifestyle changes 

to pay the premiums, don't do it. It probably means you can't afford it. Each person's situation 

is unique and other factors including personal experiences, family support, where you reside, 

and potential tax breaks available in your state should be taken into consideration. 

5. What about Medicaid? 

The Medicaid program was designed to serve those who cannot afford to pay the expenses of 

long-term care themselves. Medicaid will cover your nursing home expenses if your assets and 

income are below the level defined in your state. If you're not already at that level, you can get 

there by spending down your assets or transferring them to someone else. In 2006, legislation 

was passed that would create a five-year look-back period for all transfer of assets. Under the 

prior law, there was a five-year look-back period for transfers to certain trusts and a three-year 

look-back for all other transfers. More importantly, the penalty period of ineligibility does not 

begin until a person applies for Medicaid and is determined eligible. Under the old rules, the 

penalty period would begin from the month of transfer. 

Under the prior law, there was a five-year look-back period for transfers to certain trusts and a 
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three-year look-back for all other transfers. More importantly, the penalty period of 

ineligibility does not begin until a person applies for Medicaid and is determined eligible. 

Under the old rules, the penalty period would begin from the month of transfer. 

Going on Medicaid, however, is not something we recommend if you can avoid it. In general, 

it's not a good idea to deplete all your assets, and the quality of care you would receive 

through Medicaid is questionable. 

In order for Medicaid to pay for nursing home care, the facility must be a certified Medicaid 

provider in the state. You may have more choices of nursing homes as a private pay patient. 

Many nursing homes are reluctant to accept Medicaid patients because the reimbursement rate 

is lower than what the nursing home charges private pay patients. 

If you live in Connecticut, Indiana, New York or California, your access to Medicaid is easier. 

These four states have formed Partnership Programs whereby, you can purchase certain 

approved long-term care policies; once you have exhausted the benefits from the policy, 

Medicaid takes over. In these states, you can retain your assets, up to the value of the policy, 

provided you meet all other Medicaid eligibility criteria. Legislation enacted in 2006 allows 

states across the nation to make LTC partnership plans available to residents. Most states are 

considering this option and may be a good alternative for you to consider. If you reside in one 

of the states that already have a partnership program in place, refer to the Appendix of this 

guide for numbers you can call for information. 

6. Does your employer or association offer a group policy? 

You should check into them, but they are not often the best deal. True group policies do not 

require any medical underwriting therefore in order to cover possibly large claims they are 

priced higher than what you could get an individual policy for if you are in good health. Also 

you will only get a small benefit selection that may not fit your needs. However, some 

employers or other groups offer individual policies which are medically underwritten, but you 

get a group discount with the carrier plus all the benefit choices that would normally be 

available. 
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7. Do I need a tax-qualified long-term care policy? 

Not necessarily. Benefits you receive on qualified policies, up to a certain limit, are nontaxable. 

The limit in 2018 is $360 per day or up to $131,400 annually3, and it goes up every year with 

the medical portion of the consumer price index.  You can also deduct the premiums you pay 

each month. However, there are two restrictions. First, the premiums and other medical 

expenses have to exceed 10% of your adjusted gross income. Second, there's a limit on the 

total long-term care premium that you can deduct depending on your age:3 

For the 2018 tax Year, 

If you're You can deduct up to: 

40 and younger $420 

41 to 50 $780 

51 to 60 $1,560 

61 to 70 $4,160 

71 and older $5,200 

Is your policy qualified for all these tax deductions? If you bought it before January 2, 1997, yes. If 

not, it must meet certain federal requirements: 

· The coverage kicks in only when: 1) you're unable to perform at least two activities of daily 

living ("ADLs") without substantial assistance from another person. These generally include 

bathing, dressing, eating, using the toilet, and moving from place to place. Or 2) you're 

experiencing severe cognitive impairment. 

· A physician certifies that the disability(ies) for which you need care are expected to last at least 

90 days. See the Appendix for a comparison of tax-qualified and non-qualified policies. 

___________________________
3 Note: These dollar limits are indexed according to increases in the medical care component of the consumer price index.

Source: https://www.irs.gov/pub/irs-drop/rp-17-58.pdf  
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8. Is the use of a Reverse Mortgage an option? 

There is a good chance that the equity you have in your home is the largest single asset you 

have. A reverse mortgage is a way of tapping into home equity without creating monthly 

payments like a home-equity loan, and the money is not required to be paid back during your 

lifetime. Instead of making payments, the cash flow is reversed and you receive payments from 

the bank. If you do not pay the interest, it will accrue against the value of the home. Any 

interest paid is deductible against income, as would any mortgage interest. The loan is not due 

and payable until you sell, move out permanently, or pass away. At such time, the balance of 

borrowed funds is due with any additional remaining equity belonging to you or your 

beneficiaries. 

The cash flow from a reverse mortgage may provide some or all of the income needed to cover 

long-term care services, or you could choose to use them to pay the premium on a long-term 

care policy. 

Work with a reverse mortgage advisor to find out more about this financing option and how to 

qualify. 
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What About Medicare? What Does it Cover? 

Medicare is not meant to be used to cover long-term care needs. Most of the nursing home care it 

covers is for short-term stays following hospitalization and for some home health care. Here's what 

Medicare does cover: 

Skilled Nursing Care 

To qualify for skilled nursing benefits under Medicare Part A, you must: 

· Require daily skilled care which can only be provided in a skilled nursing facility on an 

inpatient basis. 

· Be in the hospital for at least three consecutive days (not counting the day of discharge) before 

entering a skilled nursing facility that is certified by Medicare. 

· Be admitted to the skilled nursing facility for the same condition for which you were treated in 

the hospital. 

· Generally be admitted to the facility within 30 days of your discharge from the hospital. 

· Be certified by a medical professional as needing skilled nursing or skilled rehabilitation 

services on a daily basis. 

Medicare pays all expenses for the first 20 days you stay in a skilled nursing facility. Then for the next 

80 days, you must pay a daily coinsurance amount. After those 100 days, you are personally 

responsible for all charges. Medicare does not pay for any services beyond 100 days nor does it pay 

for services in a skilled nursing facility or nursing home that are primarily personal or custodial care 

such as bathing, eating, and dressing. These, unfortunately, are the services most needed by elderly 

Americans. 
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Home Health Care 

Medicare pays the full amount of home health visits certified as medically necessary and provided by 

a Medicare-approved home health agency. A home health agency provides skilled nursing care, 

physical therapy, speech therapy, and other therapeutic services. It also provides personal care 

services as long as you need one or more skilled services at the same time. 

Access to Medicare home health care is restricted with the intent of only covering acute-care 

recovering patients. To qualify for home health care benefits under Medicare Part A, you must meet 

all four requirements: 

· Need frequent skilled nursing care, physical therapy, or speech therapy 

· Be confined to your home 

· Be under a physician's care 

· Receive services from a Medicare-certified home health agency 

You do not have to pay a deductible or coinsurance, and no prior hospitalization is required before 

receiving home health care benefits. Medicare also covers a portion of the cost of durable medical 

equipment like wheelchairs and hospital beds that are provided and supervised by a physician. 

Hospice Care 

Hospice care is a program in which terminally ill patients are cared for. Caregivers make no attempt 

to cure the illness or disease but instead provide pain management and counseling services. Medicare 

pays for all hospice care provided in the home by a Medicare-approved hospice under Part A, 

including: 

· Physician services 

· Nursing care 

· Medical appliances and supplies 
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· Drugs (for pain and symptom management) 

· Short-term inpatient care - (a maximum of five days respite care to relieve the primary 

caregiver) 

· Medical social services 

· Physical therapy, occupational therapy, and speech/language pathology services 

· Dietary and other counseling 

You pay no deductible for these services. The only co-payments required are a maximum $5 payment 

for each prescription drug and an approximate $5 per day (depending on the area of the country) 

charge for respite care in the hospice facility. 

Will Medigap Insurance Cover Your LTC Needs? 

Many people choose to purchase Medicare supplement insurance, or Medigap, to fill in the gaps of 

coverage in Medicare. However, Medigap primarily covers the deductibles and coinsurance amounts 

for Medicare-approved benefits only. With the exception of preventive screenings and foreign travel 

emergency benefits, Medigap does not cover types of services beyond those not covered by Medicare. 

With respect to long-term care services, some standard Medigap plans cover only two types of 

services. 

· Plans C, D, F, and G cover the daily coinsurance amount for skilled nursing facility care for 

the 21st throughout the 100th day you are in a skilled nursing facility only. Plans K and L 

cover a portion (50% and 75%, respectively) of the coinsurance amount. 

· Plans D, and G had an at-home recovery benefit up until June 2010, typically up to $40 per 

visit, up to seven visits a week for a maximum of eight weeks after your Medicare-covered 

home health care visits stop. The maximum benefit per year is $1,600 and to qualify for the at-

home recovery benefit you must receive Medicare-covered home health care services after an 

illness, injury, or surgery. The services covered by the Medigap policy must be ordered by your 

doctor. The at-home recovery benefit is not available to new plan holders. 
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What You Need to Know About Long-Term Care Insurance Policies 

Long-term care insurance is a very complicated product. With so many benefit options to select from, 

there are hundreds of possible combinations and premium choices. Educating yourself before seeking 

assistance from an insurance specialist is essential. You need to understand the most often used 

terminology so that you can ask the right questions and understand what you are purchasing. Follow 

these steps when selecting a long-term care insurance policy: 

1. Determine the coverage you want. Most people want to stay at home as long as possible and 

stay out of a nursing home. Because of this, very few policies are nursing home only policies. 

Comprehensive plans include benefits for services at all levels including facility care, home 

care, and community-based care. If you expect that your family will be able to provide home 

health care services, then seek out a policy that considers them eligible and will pay benefits 

for their services. Coverage for homemaker or companion services (ie. light housekeeping, 

transportation, meal preparation) may also be important to you and could relieve some of the 

burden from your family. 

2. Understand the core components of a LTC policy. All policies include three basic 

components. How these are structured and defined will greatly affect your policy coverage and 

the premium you will pay. 

· The daily benefit - the amount the policy will pay for each day of covered services. The best 

way to determine what you will need is to contact some local nursing homes, assisted living 

facilities, and home health agencies and ask them what their average daily cost is. According 

to the Genworth 2019 Cost of Care Survey, the average cost of a private room in a nursing 

home is $280 per day and a home health aide averages $23 per hour. The amount you will 

need depends upon your location and the type of facility or service you choose. 
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