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Introduction 
Although retirement can be an exciting milestone, the uncertainties it brings can be nerve-
wracking. According to studies, the #1 concern among retirees is healthcare.1 As people age, 
medical issues tend to rise. Healthcare often constitutes seniors’ greatest expense in retirement. 
We know that uncertainty and stress can have a tremendous negative impact on your health 
and on your personal life. 2 It’s linked to migraines, cardiovascular disease, insomnia, and 
relationship problems. And few things cause more anxiety among retirees than the rising cost of 
health care and the associated out-of-pocket costs not covered by Medicare or health insurance, 
like long-term care. In fact, 70 percent of us will need long-term care at some point in our lives.3 
If you are in your 50s or 60s, planning for long-term care should be near the top of your priority 
list.  
 
From my experience most people don’t want to burden their families by relying on them to provide 
long-term care, but that is exactly what ends up happening to many of those who neglect planning 
or who erroneously assume Medicare or health insurance will cover long-term care. We’ve seen it 
first-hand. You probably know someone – maybe a family member or a close friend – who needed 
long-term care and had to turn to family members to receive the care they needed. If you have not 
built long-term care into your retirement plan, you have a major gap that could potentially derail 
your retirement plan. The good news is, there are some steps you can take right now to begin 
planning for the rising cost of long-term care. Everyone deserves to receive the type of care they 
want and need. Unfortunately, that is not likely to happen without planning ahead, and you cannot 
plan effectively without having the knowledge you need. 
 
 
 
 
 
 
 

Source: U.S. Department of Health & Human Services4 

We feel the best way to alleviate this anxiety and have the peace of mind you want in retirement, is 
to gain some knowledge that can help you plan for your future financial security. But the amount of 
information, and MIS-information out there can be overwhelming. To help cut through the noise 
and confusion, we’ve created this Long-term Care Guide that will provide you with some basic 
information that can help you as you begin to plan. From our experience, people feel much more 
confident and have greater peace of mind once they’ve taken some of the mystery out of what 
could potentially be a financially and emotionally devastating situation down the road.  

“Paying for long-term care (LTC) continues to be 
one of the great financial risks facing Americans 
during retirement.” 
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The Importance of Planning for Long-Term Care 
 

Long-term care (LTC) is perhaps the largest unfunded liability facing our families and government 
today. To put this into perspective, companies that provide long-term care insurance had over $9.2 
billion in claims in 2017. Claims are higher for women than for men. 5  With the average cost of 
nursing care exceeding $70,000, the high probability we will one day need long-term care, and the 
fact that less than 10 percent of 65-year-olds have purchased long-term care insurance, you can see 
why LTC is one of the largest underfunded liabilities facing Americans.  
 
So what this means is, it’s very important to plan for needing long-term care. It’s not a question of 
“will I need long-term care” because there is a very good chance you will need it. The question is, 
“How do I want to pay for my care?” And like many important financial decisions, this is a personal 
choice where there is not one single best answer. You need to investigate all your options and ask 
the right questions.  
 
 

 
Source: LongTermCare.gov 20196 

 

 
For a couple age 65, there is a 70 percent chance one of them 

will need long-term care at some point in their lives.  
 

Medicare and health insurance do not cover long-term care 
expenses.  
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What is Long-Term Care? 
 
 

 
 
 

 
 
The key word distinguishing long-term care from other types of care is chronic illness, which is 
determined by certain triggers. Those triggers are your inability to perform a specified number 
(usually two) of the six activities of daily living. Activities of daily living, or ADLs, are routine activities 
people do every day without assistance. Examples include eating, bathing, dressing, transferring, 
toileting, and continence. Those who need assistance with ADLs may choose in-home care, assisted 
living or nursing home care. Families often hire home-health workers to provide assistance with 
ADLs when the person lives at home or in an assisted-living community and needs some care, but 
not necessarily around-the-clock care. Home-health workers help a person with ADLs and support 
independent living by assisting with daily activities like shopping or reminding him or her to take the 
correct medication. The average cost for long-term care in your home is around $20 per hour in the 
U.S. (For reference, that is $160 per day for full-time care-giving at 8 hours per day or $5,000 per 
month.) So, home care is not necessarily any cheaper than assisted living.7 Those who eventually 
transition to nursing homes do so because they can only engage in few, if any, ADLs on their own 
and therefore need around-the-clock care.  
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Medicare and Health Insurance 

 

 
One common misconception is that Medicare or health insurance will cover the cost for long-term 
care. Medicare covers acute care like doctor visits, drugs, and hospital stays that are short-term and 
are expected to improve. Medicare does not cover long-term care, which focuses on custodial care 
and relates to the six ADLs we just discussed. 
 
Medicare Part A (Hospital Insurance) covers inpatient care, including care received while in a 
hospital, care in a skilled nursing facility in certain conditions and on a short-term basis, and eligible 
care through home health care. Examples of eligible care include physical therapy, occupational 
therapy, or speech therapy. Medicare does not cover 24-hour-a-day care at home, homemaker 
services, or custodial or personal care (like bathing, dressing, or using the bathroom) when this is 
the only care you need.8 Part B (Medical Insurance) covers services and supplies that are medically 
necessary to treat your health condition. This can include outpatient care, preventive services, 
ambulance services, and durable medical equipment. The important thing to remember is that 
Medicare covers short-term acute care (expected to improve). It does not cover long-term care.  
 
 
 
 
 
 
 
 

Medicare
Hospital
Part A Medicare Pays You Pay

1-60 All Costs $1,364

61-90 All Except $341/ day

91-150 All Except $682/ day

151 + $0 All

Nursing Medicare Pays You Pay

1-20 All Costs $0

21-100 All Except $170.50/ day

101+ $0 All
Source: Medicare.gov 4/2019

 
“Medicare doesn’t cover long-term care … You pay 100% for non-covered 

services, including most long-term care.” 
Source: Medicare.gov 
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How Will You Pay for Long-Term Care? 
 

 

 
 

• Approximately 34.2 million Americans have provided unpaid care to an 
adult age 50 or older.9 

 
• 85 percent of caregivers provide care for a relative (85%), with 49 percent 

caring for a parent or parent-in-law. 
 

• On average, caregivers spend 24.4 hours a week providing care to their 
loved one. Nearly one-quarter provide 41 or more hours of care a week. 

 
 
Now that we’ve covered what long-term care is and how it is generally not covered under your 
health insurance or under Medicare, let’s discuss how people pay for long-term care. Remember, 
most of us will need long-term care at some point in our lives,10 so determining how to pay for long-
term care entails prudent planning. There are primarily three ways to pay for long-term care: You 
can essentially pay for your own care through existing assets, you can spend everything you have 
and rely on the government to pay for your care through Medicaid (or if you are a veteran you have 
the VA option), or you can purchase long-term care insurance to pay for some of or all of your care.  
If you currently have no long-term care insurance and you do not expect to qualify for Medicaid, 
then by default, you plan is to use your existing assets to fund your care. This may be one reason 
the majority of care is provided by family members.11 Let’s briefly discuss each of the three 
strategies.  

 

Risk 2: Health care expensesFigures 2 and 3
Example Portfolio with Long-term Care Event

4 years at $5,822/month
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Option 1: When Does It Make Sense to Self-Insure? 

 

 12 
Example assumes a 3% annual increase in the cost for long-term care.  

Example average cost assumes a combination of home care, assisted living, and nursing care may be needed.  
 

Using existing assets to self-insure makes sense in a number of circumstances. If you have $4 
million, for example, and do not necessarily intend on leaving an inheritance, then self-insuring 
probably makes sense. It also can make sense if you have very little assets because you will likely 
qualify for Medicaid anyway. Another reason to self-fund your own care is if you are uninsurable. 
The only way to know if you’re uninsurable is if you have applied for long-term care insurance and 
have been declined. In this case you may have several options to help self-fund your own care, 
including a reverse-mortgage, talking with family members who may ultimately serve as care-givers, 
or positioning assets that will help fund your care. The amount you’ll need to earmark will depend 
on the type of care you plan to receive and for how long. According to Genworth’s 15th Annual Cost 
of Care Survey, long-term care costs for each category on average are as follows: 	
	

• Assisted Living - $4,000 per month 
• Adult Day Care - $1,560 per month 
• Home Health Aide - $4,195 per month 
• Homemaker Services - $4,004 per month 
• Nursing Home – Semi-Private - $7,441 per 

month 
• Nursing Home – Private - $8,365 per month 

 
When earmarking assets to pay for future care, it is 
important to account for the rising cost of health care. The example in the chart above assumes a 
3% annual increase based on $6,000 monthly cost; however, that increase is based on the category 
of care you receive. According to “The Genworth Cost of Care Study,” over the last 15 years, the 
cost of long-term care in assisted living facilities has increased 67 percent and the cost of private 
nursing home rooms have increased 54 percent. Using the example in the chart, in 20 years the cost 
for five years of long-term care could exceed $650,000 ($10,924/month for 60 months). Regardless 
of the self-funding option you choose, it is important to explore all your options so you have a solid 
plan in place long before the need for care arises.  
 

The Rising Cost of Long-Term Care (Monthly)
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“The year-over-year cost of 
any kind of long-term care is 
rising quickly, with no sign of 
slowing down.”  

– Genworth Cost of Care Study 
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Option 2: When Does Medicaid Make Sense? 

 
 

Family Size Monthly Income Limit Asset Limit 

1 (individual) $2,313 $2,000 

2 (individual & 
spouse) 

$4,626 $4,000 

 
Source: American Council on Aging13  

 

Medicaid is a joint federal and state government program that assists people with low incomes and 
little-to-no available assets pay for some of or all of their health care. It covers medical care, long-
term care services in nursing homes, and long-term care services provided at home. Unlike 
Medicare, Medicaid pays for custodial care in nursing homes and at home. However, applicants in 
South Carolina must require “nursing facility level of care” in order to qualify.14 
 
Medicaid eligibility is based on federal requirements, but the services that are covered varies from 
state to state. To be eligible for Medicaid, you must meet certain requirements, including having 
income and assets that do not exceed the levels set by your state.    
 
If you receive Medicaid coverage for long-term care services, federal law requires states to recover 
the amount Medicaid spent on your behalf from your estate after you die. Your state’s probate law 
generally defines what an estate includes, but for the most part it includes all of the real and 
personal property you own when you die, such as your home and other assets.  The state is 
required to recover the cost of long-term care services, including nursing home care and home and 
community-based services.  However, states can choose to recover the cost of all the services that 
Medicaid paid for if they wish to do so. If your spouse is living, your estate is exempt until second 
death."15  
 
Note: It’s important that you do not give away assets or sell them for under fair market value in an 
attempt to meet South Carolina’s Medicaid asset limit. Doing so can violate Medicaid’s 60-month 
look-back rule. All asset transfers within the timeframe of the look-back period will trigger a penalty 
period (a period of Medicaid ineligibility).  
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Option 3: When Does Insurance Make Sense?  
 
 

 

 
 
If you will not qualify for Medicaid, and you don’t have enough income and/or assets to pay for your 
care, or you simply want to leverage insurance dollars, then you might consider purchasing long-
term care insurance. There are essentially two different types of long-term care insurance policies 
you can get: Traditional “pay-as-you-go” policies or “hybrid” policies. Traditional pay-as-you-go 
policies generally provide a specified benefit for a specified coverage period, such as five years, but 
they can be customized to meet your needs. You pay an on-going premium, which is guaranteed 
renewable. Premiums are typically paid on a monthly, quarterly, semi-annual, or annual basis. As 
long as you pay the premium, your coverage remains in-force.  Traditional long-term care insurance 
policies are similar to your auto- or homeowners insurance; there is no cash value. You are able to 
design the policies to account for future inflation to help hedge against the rising costs of long-term 
care. With traditional long-term care insurance, your premium is subject to rate increases, so I 
generally recommend you factor potential rate increases into your budgeting. Traditional long-term 
care insurance products have declined in popularity in recent years, primarily due to companies 
leaving the market place and spiraling policy premiums. These types of policies can make sense for 
those who have enough income and/or assets to rule out Medicaid, but who do not have enough 
assets to self-fund their own care, and/or who do not want to burden family members with 
providing care.  
 

Traditional Long-Term Care Insurance
Description Example
Specified benefit $4,000 per month
Specified coverage period 5 years
Specified premium $6,500 per year ongoing
Inflation protection 5% simple or compound
Range of care Home care, assisted living, nursing 

home, adult day care
Death benefit? Usually no
Return of premium? Usually no
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While traditional long-term care insurance (LTC) products have declined in popularity, life-
insurance-backed long-term care funding strategies, or life-LTC hybrid policies, have seen 
tremendous growth. (Don’t confuse accelerated death-benefit or chronic illness riders on a life 
insurance policy with long-term care insurance. While these riders may permit insurance dollars to 
be used to pay for long-term care, it is important to recognize that this is not the same as long-term 
care insurance.) Unlike traditional policies that have a smaller premium, since they use a “pay-as-
you-go” approach, hybrid policies are usually funded with a one-time single premium up-front, such 
as $50,000 or $100,000. Similar to traditional policies, you generally elect your long-term care 
insurance benefits at the beginning. One aspect of hybrid policies many people find appealing is 
that you are generally guaranteed to receive your premium back should you never need long-term 
care. Additionally, if you die before needing care, your beneficiaries will receive an income-tax free 
death-benefit. Or if you change your mind at a later date and wish to cancel the policy, some 
companies offer a full return of premium.  
 
Example: Martha, age 60, has already earmarked $500,000 for future expected long-term care 
expenses. Rather than self-funding her needs entirely, she chooses to move $100,000 of her 
$500,000 into a linked-benefit or “hybrid” long-term care policy as a one-time single premium. As a 
result, she will receive $6,000 per month for 5 years if/when she qualifies for long-term care. (She 
also has an option to add an additional rider that will guarantee the benefits continue for her 
lifetime.) If she never uses the benefits for long-term care, her beneficiaries will receive $185,000 
income-tax-free at her death. Or if she changes her mind and doesn’t want the coverage, she can 
opt to have the $100,000 single-premium returned to her. 
 
Hybrid insurance policies can make sense for those who have liquid assets not needed for 
retirement income that can be easily repositioned. As with any insurance product, you should 
research the insurance company, its financial ratings, and its claims-paying history.  

Hybrid Long-Term Care Insurance

Description Example
Specified benefit $4,000 per month

Specified coverage period Lifetime

Single premium or specified

period

$100,000 or $10,000 per year for 

10 years

Lifetime rider premium $3,200 per year ongoing

Inflation protection 5% simple or compound

Range of care Home care, assisted living, nursing 

home, adult day care

Death benefit $200,000

Return of premium Return of $100,000 premium plus 

interest if coverage no longer needed. 
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Other Considerations 
 

 
 
 
While we’ve outlined the three primary options for paying for long-term care, there are other 
considerations when it comes to planning. For example, if you are a veteran, you may be able to 
receive long-term care through the VA. In South Carolina, for example, the Victory Home in 
Walterboro may be a great option. If you are a veteran, you should consider contacting them to 
learn about your options so you can build that into your plan. (Note: The VA option is for veterans 
and does not apply to non-veteran spouses).  
 
Other options for long-term care planning might include having a meaningful conversation with 
family members or friends who might be willing and able to provide some of or all of the care you 
may need one day. If you own your home and do not have a desire or need to leave your home to 
beneficiaries, you might explore reverse-mortgage options. As mentioned earlier, everyone is 
unique, so researching all your options and/or having a conversation with a trusted financial advisor 
can be a wise move.  
 

 
 
 
 

 

Asset Protection
• Partnership LTC qualifies you for modified eligibility rules 

for Medicaid called an “asset disregard.” 
• Since qualified policies must contain inflation protection, 

the amount of benefits you receive can be higher than the 
amount of insurance protection you purchased. 

Source: http://www.partnershipforlongtermcare.com/southcarolina-
partnership/index.html
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Conclusion 

Financial advisors often focus on growing wealth for retirement so their clients don’t run out of 
money. Yet, a long-term care event could wipe out your hard-earned wealth in a few short years. 
Retirees know this, which is one reason healthcare remains the top concern for many retirees. It 
may well-be the greatest expense you face in retirement. And since 70 percent of us will need long-
term care at some point in our lives,16 this should be a top planning issue when it comes to your 
retirement plan. Whether you plan to have family members take care of you, or you plan to qualify 
for Medicaid, or you plan to self-fund your care, or use insurance dollars to pay for your long-term 
care needs, you have options. Everyone deserves to receive the type of care they want and need. 
Unfortunately, many people operate under false or unrealistic assumptions about their future need 
for long-term care and how it will be funded, or they delay planning and end up severely limiting 
their options later. Now that you have some basic knowledge about long-term care, the next step is 
to do something about it.   
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