Cracks in Your Nest Egg…

Are you prepared on living a long life?
According to a recent article in the Wall Street Journal, the biggest mistake people make with their retirement savings is failing to consider long-term care needs.  Long-term care topped inflation, taxes, taking advantage of years immediately before retirement and underestimating life expectancy.  The real problem lies in most people fail to consider “nonmarket-related threats – health care, long-term care – the catastrophic events” that can cause as much harm, or more as a volatile stock market.

The bad news is over 60 percent of us will need long-term care during our lifetimes.  The reason is interestingly simple due to an aging population living well into their 80’s with limited resources to pay for LTC expenses.  The cost is prohibitive for most people exceeding $60,000 per year nationally.  Moreover, your health insurance and Medicare pays for less than 14% of these related costs. 
The good news is long-term care insurance offers policy owners a huge menu of benefits that can be used once an individual is deemed to have a chronic health condition by a licensed health professional.  The coverage will pay for care, which is provided in your own home or an outside facility.  Better financial news is most of the premiums are tax-deductible to a business, the premiums are generally not included in your income and the benefits are paid tax-free.   
In fact, long-term care is the fasting growing “executive insurance benefit” available today.  Business owners can deduct either 100% of the full premium or a portion of the premium based upon its tax structure.  For example, C-corporations enjoy full deductibility of the premium.  Other businesses such as S-Corporations and partnerships can deduct 100% of the premiums for employees, but will be limited to deducting a portion of the premium for more than 2% owners. 
Either way its good news for business owners.
Moreover, businesses that have three or more participants can offer additional premium discounts up to 40% with only a short medical questionnaire to be completed. Businesses can choose to add spouses, parents and other extended family members to the company offering.  

Long-term care insurance policies have been around for 30 years. One of the most important considerations when purchasing LTC insurance is to check the financial ratings of the insurance carrier.  An experienced insurance or financial advisor will have access to this information or you can check with your state department of insurance.

When deciding on which benefits to choose when building your LTC insurance policy make sure you consider five main ingredients:

1- How much money will the policy pay in actual dollars per day, per month and per year?   $100, $200 per day?  $3,000, $6,000 per month?
2- How long will the actual dollars last?  For example, most LTC insurance policies give you an option of a “pool of money” meaning you draw the money as you need it, but it could be limited to a total pay out period of 3, 4 or 5 years.  For those that want additional coverage most LTC policies offer an “unlimited” benefit period where your dollars would be paid out for your lifetime.
3- What is your deductible or elimination period?  Like car or medical insurance you are required to choose an “elimination period” with LTC insurance.  This means when you began receiving care you could wait a number of days before the policy paid benefits.  However, these days, most policies offer a 0-day elimination period when receiving care in your own home.

4- Will your policy grow with inflation?  As discussed earlier, LTC expenses have generally exceeded the consumer price index (CPI).  In fact, in most states LTC expenses have continually grown at a rate of 5% compounded annually.  So the lesson here is to research which policy “inflation protection” option is right for you.  Most policies offer either a 5% compounded or 5% simple inflation riders.
5- Can you pay the premiums off?  Most policies offer the option to pay-up your premiums at age 65 or in a 10-year period.  This feature could be most beneficial for a business owner who could use the corporate check book to fund their LTC insurance premium for 10 years and then retire with a paid-up LTC policy.
In conclusion, whether you’re a business owner or not most insurance and financial advisors agree that proper planning for long-term care expenses should begin sooner rather than later.  
