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Long-Term Care Costs Can Put You Between A Rock And A Hard Place

Long-term care costs can put you between a rock and a hard place.  If you or your spouse ever needs to stay in a nursing home for an extended period, your lifetime savings could be depleted if you don’t have long-term-care insurance (LTCI).  On the other hand, if you do buy insurance, you may spend a lot of money on something you’ll never use.
Despite the cost, many people, especially married couples, should consider buying a policy, says Jerry Miccolis, a senior financial advisor with Briton Eaton Wealth Advisors, a fee-only planning firm in Morristown, N.J.
If you’re truly wealthy, you may not need insurance because you can self-insure.  If your assets are modest, you don’t need it because Medicaid will cover you once you’ve spent down to the limit.  But if you’re in the middle, you probably need LTCI because care is so expensive:  it can easily cost $100,000 a year, and someone with dementia may need care for many years.  
LTCI premiums can run from a few thousand to well over ten thousand dollars a year.  Miccolis says to take these steps to cut your costs:
•           Consider a 90- or 180-day waiting period until benefits begin.  By self-insuring the initial cost, instead of opting for immediate benefits or a 30-day wait, you’ll save a lot.
•           Buy 10 years of coverage instead of lifetime benefits.   This cuts costs, and few people will need more than 10 years of care.
•           Buy when you’re in your 50s.  The premiums for a 70-year-old can be more than triple that of a 50-year-old.
•           Get a tax deduction.  A portion of LTCI premiums can be deducted from your federal income taxes.  The older you are, the greater the possible deduction.  Additionally, many states provide deductions or credits for LTCI.
•           Shop around.  Rates vary substantially among insurers.  Besides comparing individual policies, find out if your employer or professional association offers a group plan. 
•           Two can live as cheaply as one.  Well, not quite, but if you’re married, you can often get a discount by insuring both spouses.  A “shared benefit” option lets you tap into your partner’s benefits when yours are exhausted.
•           Choose a lower daily benefit amount if you get inflation coverage.  LTCI policies provide of a certain number dollars per day in coverage.  If you’re in your 50s, you can choose a somewhat lower daily benefit if you also take a compounded cost-of-living adjustment.  On the other hand, if you buy a policy in your 70s, you can save by buying a simple cost-of-living adjustment.
“The best way to fund potential long-term care depends on your personal and family health history, your support network, and your financial situation.  The issues are complex, and it takes careful analysis and research to come up with the best solution,” Miccolis says.
Key Facts
•           Of those over 65 who are in nursing homes, half will leave within three months, but the average stay for the other half is 2.5 years.
•           70% of people over 70 will eventually require a stay in a nursing home.
•           20% of people between ages 85 and 94 will require a nursing home stay, of about five years
•           Overall, there’s about a 30% chance you’ll need an extended stay in a nursing home sometime in your life.
