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(~/oreword

This guide contains information about insurance for
individuals shopping for long-term care insurance.
The Oklahoma Insurance Department, SHICP
Division, has prepared this publication to assist you in
your understanding of long-term care insurance.
Given the tremendous changes in long-term care
insurance policy design within the last few years (for
instance, elimination of prior hospitalization
requirements, expansion of available benefits and
coverage of additional sites) buyers today are clearly
receiving more benefits for their premium dollars.
We want to publicly express appreciation to the many
companies and their representatives for providing
information for this guide.

Long-term care insurance is a complex product, with
many variations among companies. Properly
comparing any two policies is a challenge.
Complicating the process even further, many
companies offer more than one comprehensive plan
or offer riders that effectively convert a basic
comprehensive plan into an enhanced plan.
Compiling information from many companies-no
matter how careful the data compilation-is still a
process that produces inconsistencies and possibly
errors in the data displayed. Please keep this in mind
when you draw your own conclusions from this
guide.

If you need personal assistance and counseling, the
Senior Health Insurance Counseling Program staff can
help you understand and sort out problems with:

* Medicare

Medicare Supplement Insurance
Medicare+Choice

Medicaid

Long-Term Care Insurance
Other Health Insurance Options

The Senior Health Insurance Counseling Program
“SHICP’ trains and utilizes a volunteer staff of
Insurance Counselors statewide who provide one-to-
one counseling and assistance to senior citizens.
These volunteers provide free, accurate, and objective
information that can help Medicare recipients make
informed decisions about their health care needs.

The SHICP volunteer counselors are trained by the
SHICP staff, having completed a required 20-hour
(3-day) mini-course covering Medicare, Medicare
supplements, Medicare+Choice, Medicaid, long-term
care insurance and other health insurance options. If
you would like to visit with a trained counselor or are
interested in becoming one, please contact SHICP at
1-800-763-2828. Many of our volunteers are senior
citizens who enjoy volunteer work or are those who
by their profession are involved in assisting the aging
population in Oklahoma.

This booklet is intended as a “guide”. Once you have
selected a company, you should consult with the
insurance company or its representative to determine
policy specifics and review the options that are
available with that company. If a company you are
checking on is not listed, please contact the SHICP
office at (405) 521-6628 or toll-free at 1-800-763-
2828 for further information.

Consumer brochures are available to Oklahoma
residents explaining other insurance coverage.
Thesg, too, are available from:

Oklahoma Insurance Department

P.O. Box 53408

Oklahoma City, Oklahoma 73152-3408

For Additional Insurance Department
Information Call:

Toll Free Number
1-800-522-0071
Complaints & Claims
(405) 521-2991
Information on
Licensed Companies
(405) 521-3966
General Information
(405) 521-2828

Questions on Life &
Health Policies
(405) 521-3541
Information on
Insurance Agents
(405) 521-3916
Property & Casualty
Rates and Policies
Information

(405) 521-3681

Call the SHICP at:
1-800-763-2828
(405) 521-6628
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. WHAT IS LONG-TERM CARE?
Long-term care involves awide variety of services
for people with along physical illness, a disability,
or a cognitive disorder (such asAlzheimer’'s
Disease). Long-term care includes many different
services that help people with chronic conditions
overcome limitations that keep them from being
independent. Long-term care helps one maintain
his or her level of functioning, as opposed to
improving or correcting amedical condition.
Long-term care services include, but are not
limited to, help with activities of daily living,
home health care, respite care, adult day care,
nursing home care and assisted living care. If an
individual has a physical illness or disability, they
will often need hands-on help with their activities
of daily living (ADL’S). These ADL’s are usually
referred to as: bathing, continence, dressing,
eating, toileting and transferring (see page #11 for
further explanations). If someone has a cognitive
impairment, they will usually need supervision,
protection or verbal remindersto do their everyday
activities. The way long-term care services are
provided will continue to change. However, skilled
care and personal care are still the terms most
often used to describe long-term care and the type
or level of care you may need.

» Skilled Care: Peopleusualy need skilled care
for medical conditions that require care by
medical personnel, such as registered nurses or
professional therapists. This careisusually
provided 24 hours per day, is ordered by a
physician, and follows a treatment plan.

Note: Medicare and Medicaid have their own
definitions of skilled nursing care. They do not
necessarily match the definitions found in long-
term care policies.

* Personal Care: Thisisaso called custodial
care. It helpsone perform activities of daily

ong-Term Care

living, such asbathing, continence, dressing,
eating, toileting and transferring. Personal careis
lessinvolved than skilled care and may be
provided in many different settings.

. HOW MUCH DOES LONG-TERM
CARE COST?

Long-term care can be expensive. The cost will
depend on the amount and type of care you need
and where you get it. In 1997, the national average
cost was more than $46,000 for ayear of nursing
home care. In Oklahoma, the average cost islessthan
the nationa average. If you receive skilled carein
your home by avisiting nurse for two hours each
vigt, three times aweek, the bill would be about
$19,300 per year. Persond carein your home from a
home hedlth aide, three times aweek, two hours each
day would cost about $10,600 per year.

. HOW WOULD YOU PAY FOR
LONG-TERM CARE SERVICES?

Long-term care services are usually paid for by
one or more of the following methods:

Individual Out-of-Pocket:

Individuals and their families pay less than one-third
of al nursing home costs out of their own funds.
Generdly, the money is obtained from savings,
investments or by salling their assets, such asland or
their home, to help pay for long-term care.

Medicaid:

Medicaid pays for more than half of all nursing
home care. Medicaid may also pay for some home
and community-based services. To qualify, you
must meet federal poverty guidelines for income
and assets. You may have to “spend down” or use
up most of your assets before Medicaid is able to
help. Many people begin paying for nursing home
care out of their own funds and then spend down
their financial resourcesuntil they areeligiblefor



Medicaid. Medicaid will then pay part or all of their
nursing home expenses.

Medicare:

Medicare will cover the cost of some skilled care
in an approved nursing home or in your own home,
but only in certain situations. Medicare’s benefit in
askilled nursing facility (SNF) covers up to 100
days of care if you meet Medicare requirements.
Medicare’s coverage for home health careis based
on set requirements for skilled medical servicesin
your home for the treatment of an illness or injury.
Medicare does not pay for personal care (custodial
care); however, it will be covered if you're also
getting skilled nursing care or therapy and the care
isrelated to the treatment of your illness or injury.
You should not rely on Medicare to pay for your
long-term care needs.

Medicare Supplements:

Medicare supplement plans help fill the gapsin
Medicare’s coverage. These plans do not cover
long-term care expenses. However, Medicare
supplement plans (D, G, | and J) pay up to $1600
per year for people recovering at home from an
illness, injury or surgery. The benefit will pay for
short-term, at-home help with activities of daily
living.

Long-Term Care Insurance:

Long-term care insurance is designed to help pay
for an individual’s long-term care expenses.
Depending on the plan you choosg, it may pay part
or al of your care. This guide will help you decide
if you need along-term care insurance policy to
help pay for your long-term care services. If you
decide to purchase one, this guide will provide
information to select the one that will best fit your
needs.

V. WHO MAY NEED LONG-TERM
CARE SERVICES?
Your need for long-term care may begin gradually
asyou find that you need more and more help with
your activities of daily living, such as bathing or
dressing. Or you may suddenly need long-term
care after an illness, such as a stroke or heart
attack. If you do need care, you may need nursing
home or home health carefor only ashort time, or

for months, yearsor therest of your life. Although it
isdifficult to predict if and when you may need care,
the following studies may help you evaluate your
need.

* Onenational study projected that 43% of people
who turned age 65 in 1990 will go to anursing
home sometimeintheir life. Thisstudy reported
that among peoplelivingto age 65, 1in 3 will
spend three months or more in anursing home.
About 1 in 4 will spend oneyear or moreand 1in
11 will spend fiveyearsor moreinanursing
home. This study showsthat 2 out of 3 people
will either never go to anursing home or will
spend less than three monthsin one. Based on
these projections, it ismuch morelikely that you
will need home health care than nursing home care.

» Women are more likely to need nursing home care
than men are. The same study indicatesthat 13% of
women will spend five or moreyearsinanursing
home. Only 4% of men will be in anursing home
fiveor moreyears.

» Asyou grow older, your risk of needing nursing
home care al so goes up (see Exhibit 1).

V. DO YOU NEED LONG-TERM
CARE INSURANCE TO PAY FOR
SERVICES?

L ong-term careinsurance policies are becoming more

popular and more widely used by individualsto pay

for their long-term care expenses. With the passage of
the Health Insurance Portability and Accountability

Act of 1996 (see page #8, Section VI for afurther

explanation), it isanticipated that even moreindividu-

alswill chooselong-term careinsurance policiesto
help cover their long-term care needs. People buy
long-term careinsurancefor avariety of reasons.

Thesereasonsinclude;

* to avoid spending assetsfor long-term care,

* to make surethere are choicesregarding thetypes
and quality of carereceived,

* to protect family membersfrom having to pay for
care, or

* to decrease the chances of going on Medicaid.



However, long-term care insurance can be
expensive, and isnot appropriatefor everyone.
Whether or not you should buy apolicy will

depend on your age, health status, overall retirement
objectivesand income.

Age:

The age that individual s buy long-term care insur-
ance can vary, although most people consider
purchasing this product in the middle age and early
retirement years. Generaly it is better to buy
younger-the annual premium islessand you will
pay less total premium in the long run. Also, if you
delay, you run the risk of becoming uninsurable
because of an accident or illness.

Health:

If you already have existing health problemsthat
arelikely toresultinthe need for long- term care
(for example, Alzheimer’sdisease or Parkinson’'s
disease), you will probably not be ableto buy a
policy. Insurance companies have medical
underwriting standardsto keep the cost of long-term
careinsurance affordable. Without these standards,
most people would not buy coverage until they
need long-term care services.

Retirement Objectives:

Onereason for purchasing long-term careinsurance
isto protect anest egg for your spouse or for your
children or grandchildren. It isimportant to ook at
your objectivesfor your retirement yearsto
determineif itisimportant to protect your assets.

Can you afford long-term care insurance?
Insurance Companiesare required to design and
utilize certain standards, known as* Suitability
Standards” The purpose of these standardsisto
determine whether or not the purchase or
replacement of long-term careinsuranceis
appropriate for the applicant. Thisprocessinvolves
aguestionnaire known asa* personal worksheet”
which reviews a person’sincome and assets. You
are not required to compl ete the questionnaire, but
usually itisinyour best interest to accurately
complete theinformation requested.

Long-term careinsuranceisnot for everyone. For
some, it isaffordable and well worth the cost. For
others, it istoo costly, or the policy they can afford
doesn’t offer enough benefitsto makeit
worthwhile. You should not buy along-term care
policy if the only way you can afford to pay foritis
by not paying other important bills. Itisagood idea
to discussthiswith afamily member. If you buy a
policy you should plan on paying premiumsfor the
rest of your life, or until you need to usethe
benefits.

Some professional s suggest that people consider
the purchase of long-term careinsuranceif they:

» Own assets of at least $75,000 (excluding home
and automobile).

» Haveannual retirement of at least $25,000 -
$35,000. Thisamount may be high or low
depending upon costs whereyou live.

 Can pay premium without adversely affecting
lifestyle.

* Can absorb possiblefutureincreasesin premium.

Itisimportant to remember that each situationis

unique, and that the suggested income and asset

minimums should not be treated as absol utes.

Peoplewho can afford these servicesreceive help
inthe setting of their choice. Buyers of comprehen-
sivelong-term careinsurance gain accessto awide
array of servicesthat help them agein place (their
home), or receive skilled carein anursing home as
required. Policiestypically cover home health aides
and homemakers, and the cost of assisted living.
Privateinsurance may also pay for respite care or
home modifications. Some policies offer training for
family caregivers, while othersallow policyholders
to pay family caregivers.

New evidence shows that more than 70 percent of
policyholders now receiving benefitsfind that their
long-term careinsurance policy paysall of the costs
of servicesthey need. These benefitsarereducing
the burden on family caregivers, especially adult
children. About two in three caregiversreport that
having long-term careinsurance benefitsavailable
hasreduced their level of stress.



VI. WHAT IS A FEDERALLY TAX
QUALIFIED LONG-TERM CARE
INSURANCE CONTRACT?

A federally tax-qualified long-term careinsurance

contract, isacontract that provides certain federal

incometax advantages. These qualified contracts
were created by the passage of the Health Insurance

Portability and Accountability Act of 1996

“HIPAA." If you are paying a premium for a

qualified long-term care contract, you may deduct

part or the entire premium you pay for the policy.

The premium can be added to your other deductible

medical expenses. If thistotal amount exceeds 7.5%

of your grossincome, you can claim adeduction for

any amount exceeding 7.5% of your grossincome
onyour federa tax return. Thefollowing table
shows the maximum amounts you can deduct.

Age Limitation on Deduction
400r less $250

41-50 $470

51-60 $940

61-70 $2,510

71 and over $3,130

The maximum amount you can add to your other
deductible medical expensesisbased on your age at
the end of each tax year. Benefits you receive from
aqualified long-term careinsurance contract are
generally not taxable asincome.

Benefitsyou receivefrom apolicy that isnot
federally tax-qualified could be taxable asincome.
Thetax-qualified policy formisclearly becoming
the predominant choicein the marketplace. When
HIPAA wasfirst passed in 1996, there was afairly
even split between the purchase of non-qualified
and tax-qualified policies. Now, most policies sold
aretax-qualified. Many companies have chosento
offer only the tax-qualified option.

Policies purchased before January 1, 1997:

» HIPAA “grandfathered” these older policiesto be
considered “federally tax-qualified,” although
they may not have all of the provisions of the new
policies.

» Thesameincometax treatment appliesto the
grandfathered policies.

* You should carefully examine the advantages and
disadvantages of trading the grandfathered policy
for anew one. In most cases, it will be to your
advantage to keep your old policy.

Policies sold after January 1, 1997 that are
intended to be considered tax-qualified for
favorable income tax treatment must meet
certain federal standards. In order to be a
gualified long-term care policy:

* |t must provide coverage only for qualified long-
term care services.

* |t must be guaranteed renewable, generally cannot
provideacash surrender value, and must includea
number of consumer protections.

Qualified long-term care services arethecommon
servicesgenerally provided by long-term care
providers. These services must be required by
chronically ill individuals, and must be given
according to aplan of care prescribed by alicensed
health care practitioner. A person isconsidered to be
chronically ill if they are expected to be unableto do at
least two of five (or six) Activitiesof Daily Living
without substantial help from another person for at
least 90 days. Another way you may be considered to
bechronically ill isif you need substantial
supervision to protect your health and saf ety because
you have acognitiveimpairment. If you have an old
policy that wasissued to you before January 1, 1997,
thesetermsdo not apply. Somelifeinsurance policies
may provide qualified long-term care benefits. The
amountsthat you pay out-of-pocket for that portion
of thelifeinsurance policy may be deductiblethe
same asaqualified long-term care policy. The
benefitsthat you receivefrom alifeinsurance policy
for long-term care are al so treated the same asif they
camefrom aqualified long-term care policy. You a'so
must be considered to be chronicaly ill to get
qualified long-term care servicespaid for fromalife
insurance policy.



Note: Tax-Qualified plans may not be right for
everyone. Since only 29 percent of taxpayers actually
itemize their deductions, the tax savings on premiums
may not be of benefit to you if you do not itemize. In
addition, qualified plans may have more restrictive
benefit triggers. However, the benefits you receive
under a tax-qualified plan will not be taxable.
Currently, until further regulations are received from
the Treasury Department it is unclear whether the
benefits on a non tax-qualified plan will be taxable.
Many companies no longer sell non tax-qualified
policies. Check with your personal tax advisor for
further information.

VII. HOW CAN YOU BUY LONG-

TERM CARE INSURANCE?
Private insurance companies sell long-term care
insurance policies. You can purchase this coverage
through:

* your insurance agent

* themail

* agroup policy of an employer
» membershipinan association
* alifeinsurance policy

Insurance companies must belicensed inthisstate
to sell long-term careinsurance. If you decideto
purchase apolicy, please contact the Oklahoma
Insurance Department to determineif the company
you are considering islicensed and in good
standing with the Department. The number for
information on Licensed Companiesis (405) 521-
3966 or Toll Free (800) 522-0071 and ask for the
Financial Division.

VIII. HOW DO POLICIES WORK?
Long-term careinsurance policiesare not
standardized like M edi care supplement plans.
Instead, companies are selling policiesthat combine
avariety of benefitsand coveragein different ways.

Every policy isdifferent. Long-term careinsurance
was “invented” about 30 years ago. Companiesare
still experimenting, looking for the best way to
designtheir plans. Policiesmay also be
complicated. Sincethere are so few standardsfor
these new policies, every company must be careful
to defineitsterms, benefits, and exclusionsinthe
policy. Companies must deliver to aprospective

buyer an “ Outline of Coverage” which helpsto
explain these terms. You should be thorough when
you are shopping for long-term care coverage. Itis
not easy to compare one policy with another. You
could be comparing “apples with oranges.” SHICP
providesfree counseling and assistancein
reviewing long term carepolicies. Call 1-800-763-
2828 or (405) 521-6628 for assistance.

A) WHAT SERVICES ARE
COVERED?
If you buy along-term care insurance policy, you
should understand how it coversthe many types of
long-term care servicesyou might use. Some
policiescover only staysin nursing homes. Others
cover only carein your home. Still others cover
both nursing home and home health care. Many
policiesalso include coveragefor adult day care
centers, assisted living centersor other community
facilities.

Somelong-term care policieswill only pay for care
inlicensed nursing facilities. Most policies sold
today will pay for any long-term careyou need in a
licensed facility, not just certain types. You must, of
course, meet the other eligibility requirementsof the
policy. Theseare explained later in this publication.

Home health care coverage also varies. Some
policiespay benefitsonly for skilled nursing care
performed in your home by registered nurses,
licensed practical nurses, and occupational, speech,
and/or physical therapists. Other policiesoffer
broader home care coverage; for instance, the
servicesof home health aides employed by licensed
home care agencies. These policiesgenerally will
not pay benefitsto family memberswho perform
careinthehhome. Check the policy for specifics. In
most cases you should purchase a comprehensive

policy.

B) WHERE ARE SERVICES COVERED?

In reviewing long-term careinsurance, it isnot
enough to know what services are covered. You
should also know where services are covered. If
you are not intheright type of facility, theinsurance
company can refuseto pay. New kinds of facilities
may be developed in the future and it isimportant to
know whether your policy will cover them. Some
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policiesprovidefor carein any state-licensed
facility, while otherstend to limit the kinds of
facilitieswhereyou canreceive care.

Otherslist by namethe kinds of facilitieswhere you
will not be covered, like homesfor the aged and
rest homes. Some explicitly definethe kinds of
facility they will cover. Somewill say thefacility
must carefor acertain number of patientsor require
acertain kind of nursing supervision. The policy
requirements may also differ fromthelicensing
requirementsin your state. You should check these
policy requirementsvery carefully.

C) HOW ARE BENEFITS PAID?

Insurance companies usually pay benefitsin one of
two ways: the expense-incurred method or the
indemnity method.

m  Expense-Incurred: Theinsurance company
pays either you or the provider for the actual
expense up to the daily limitsin your policy.
The company will pay benefits to you only for
services covered in your policy. Most policies
bought today pay benefits using this method.

m Indemnity Method: Intheindemnity
method, the benefitisaset dollar amount.
Oncethe company decidesthat you are eligible
for benefits, it will pay benefitsdirectly toyou,
not the provider. The policy spellsout the
amount the company will pay.

D) WHAT IS NOT COVERED (EXCLUSIONS
AND LIMITATIONS)?

Generally insurance companies do not pay benefits

if services are needed for:

» mental and nervous disorders or disease, other
than Alzheimer’s disease;

» alcoholism and drug addiction;

* ilIness caused by an act of war;

* treatment already paid for by the government;
or

» attempted suicide or intentionally self-inflicted
injuries.

Note: In Oklahoma, companies can not exclude
coverage for Alzheimer’s disease.

E) HOW MUCH COVERAGE WILL YOU
HAVE?
A policy or certificate may state the amount of
coverage in one of several different ways. Be sure
you understand how much coverage you will have
and how it will cover the types of long-term care
services you will receive. Your policy may pay
different amounts for different types of long-term
care services, such as alesser amount for the home
health care than for the nursing home benefit.
In determining coverage amounts, you should
understand the following terms which are found in
policies and describe the amount of your coverage:

B Maximum Benefit Limits
Most policieswill limit thetotal benefitsthey
will pay over the term of the policy. Wordslike
“total lifetime benefit,” or “total plan benefit”
are often used to describe the maximum policy
benefit limit. Companiesalso offer policies
with unlimited lifetime benefits. When
shopping for coverage, be sureto check the
maximum amount of coveragethat youwill
have. Which is better—alonger or shorter
benefit period? Most nursing home staysare
short—three monthsor less—but illnessesthat
goonfor several years could mean very
expensive stays. You will have to decide if you
want protection for very long stays. Policies
with longer benefit periodswill cost more.

m  Daily / Monthly Benefit Amount
A policy may pay benefits on adaily, weekly,
monthly or other basis. For example, inan
expense-incurred plan, apolicy might pay a
daily nursing home benefit of up to $100 per
day. A policy might pay aweekly home care
benefit of up to $350 per week. Some policies
will pay for single events, such asinstalling a
home medical aert system. Often, insurance
companies|et you choose aperiodic benefit
amount (usually $50 to $250 aday or $1,500
to $7,500 amonth) for care in anursing home.
If your policy covershome care, the benefitis
usually some percentage (50% to 100%) of the
benefit for nursing home care. It helpsto know
how much facilitiesin your areachargefor
their care.



F) WHEN ARE YOU ELIGIBLE FOR

BENEFITS (BENEFIT TRIGGERS)?
“Benefit triggers’ isthe term a company usually
uses to describe the way it decides when to pay
benefits. Thisisan important part of along-term
care policy. Look at it carefully asyou shop. Itis
usually described in the policy and outline of
coverage under a section called “Eligibility for the
Payment of Benefits’ or ssmply “Eligibility for
Benefits.” Different policies may have very differ-
ent benefit triggers. Some policies use more than
one way to decide when to pay benefits. Some
states require certain benefit triggers. In addition,
some benefit triggers may be different for home
health care coverage than for nursing home care.
Thefollowing are benefit triggers:

m  Activities of Daily Living
Theinability to do activitiesof daily living or
ADL’sisthe most common way insurance
companies use to decide when you are €li-
gible for benefits. The ADL’s most companies
usually use are bathing, continence, dressing,
eating, toileting and transferring. Typically, a
policy pays benefits when you cannot do a
certain number of the ADL's, such as two or
three of the six. The following are some
definitions — athough they may vary— of
the ADL's.

artificial limbs.

Bathing Wash yourself either by sponge bath, in the tub, or shower; get into or out of the
shower.
Dressing Put on and take off all items of clothing and any necessary braces, fasteners, or

Toileting Get to and from, on and off the toilet; perform associated personal hygiene.

Continence | Maintain control of bowel and bladder function or perform personal hygiene
associated with a catheter or colostomy bag.

Transferring [ Move in and out of achair, bed or wheelchair.

Eating Feed yourself by getting food into your body from a receptacle (plate, cup or
table) or by using afeeding tube or intravenous tubes.

If you are considering buying a policy that pays

benefits when you cannot do certain ADL'’s, be sure

you understand what that means. Some policies
spell out very clearly what it meansto be unableto
feed or bathe oneself. Some say that you must have
someone actually help you do theactivities. Thatis
known as*hands-on” assistance. Itismorelimiting
than apolicy that requires someoneto provide
“stand-by assistance.” Themoreclearly apolicy
describesitsrequirements, theless confusion you or
your family will have when you needtofilea
claim. It isimportant to know that thesix ADL’s
have been devel oped through years of research.
Thisresearch also has shown that bathing isusually

thefirst ADL that a person cannot do. Qualifying
for benefitsfrom apolicy that usesfive ADL’s may
be hard if bathing is not one of them.

Note: For tax-qualified plans under HIPAA, you
are expected to be unable, without substantial help
from another person, to do at least two of five (or
six) Activities of Daily Living (ADL’s) for at least
90 days. This definition is used for this benefit
trigger.

m  Cognitive Impairment

Many policies also pay benefits for “cognitive
impairment” or mental incapacity. The policy

11
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usually paysbenefitsif you can’t passcertain
tests or other assessments of your mental
function. Coverage of cognitiveimpairment is
especially important if you haveAlzheimer’s
disease. If theinability todo ADL’sistheonly
benefit trigger in your policy, it may not pay
benefitsif you have Alzheimer’s disease but
can still do most of the ADL’s on your own.
But if your policy also usesatest of your
mental ability asabenefit trigger, itismore
likely to pay benefitsif you have Alzheimer’s.
Oklahomalaw requiresthat all policiessoldin
Oklahomahave Alzheimer’sdiseaseasa
benefit trigger. Also, all tax-qualified policies
must cover cognitiveimpairment

Note: For tax-qualified plans, your benefit trigger
requires that you must need substantial supervision
to protect your health and safety because you have
a cognitive impairment.

m  Doctor Certification of Medical Necessity
Some policies will pay benefitsif your doctor
orders or certifiesthat the careis medically
necessary. If you need personal carein a
nursing home but are not sick or injured, a
policy that requires medical necessity may not
pay benefits.

m  Prior Hospitalization
Somepoliciessold several yearsago required a
prior hospital stay of at |east three daysbefore
paying benefits. Thisrequirement may makeit
harder for you to qualify for the benefits
provided by your policy. In Oklahoma,
companies can no longer requireaprior
hospital stay before paying benefits.

G) WHEN DO BENEFITS BEGIN
(ELIMINATION PERIOD)?
Your long-term care benefits may not begin thefirst
day you enter anursing home or begin using home
care. Most policieshave an elimination period
(sometimes called adeductible or awaiting period).
With an elimination period, benefitsbegin 20, 30,
60, 90 or 100 days after you start using long-term
care. Some policies have azero elimination period,
but these tend to cost more. The elimination periods
may al so be shorter for home health care benefits.
The number of daysyou wait will depend on the

number of elimination daysyou select at thetime of
purchase. Of course, during the elimination period,
you will haveto cover the cost of nursing care
yourself.

In choosing an elimination period you will want to
weigh the trade-off between paying ahigher
premium for apolicy that coversyou soon after
entering anursing home or paying out of your own
pocket for thefirst days of the eligible coverage. If
your stay is short and you have apolicy with along
elimination period, you may receive no benefits
from your policy. On the other hand, if you can
afford to cover ashort stay, alonger elimination
period might bein order. It would protect you if you
have a prolonged nursing home stay and also help
keep the cost of your insurance down.

You may also want to think about how your policy
paysif thereisarepeat nursing home stay. Most
policiescurrently being sold only requirethe
elimination period to be satisfied once during the
lifetime of the policy. Keep in mind that repeat
nursing home stays do not occur very often, but itis
good to review thiswhen comparing policies.

H) WHAT HAPPENS WHEN LONG-TERM
CARE COSTS RISE (INFLATION
PROTECTION)?

Inflation protection can be one of the most

important additionsyou can maketo along-term

carepolicy. However, it is protection that some
people hesitate to purchase sinceit adds
significantly to the cost of the policy. Unlessyour
policy providesfor away to increase your daily
benefit, yearsfrom now you may find yourself
owning a policy whose benefit has not kept pace
with theincreasing costs of nursing home services.

A nursing homethat costs $100 today will cost

$265 in 20 years, assuming an inflation rate of 5% a

year. Obviously, the younger you are when you buy

coverage, themoreimportant itisfor you to add
inflation protection to your policy. You can usually
buy inflation protection intwo ways. Thefirst
regularly increasesyour benefits each year. The
second lets you chooseto increase your benefits
regularly, such asevery threeyears, at the pricethe
company iscurrently charging. Be sureyou
understand theimplications of accepting or rejecting



an opportunity to increasetheinflation protection
benefits of your policy. There are also two types of
increases made available, simple and compound.
Under both, benefits areincreased by afixed
percentage, such as 5%, but over timethese differ
based on how theinterest is calculated. These are
explained asfollows:

m  Simple: Thedollar amount of theincrease
added to the benefit is the same every year.
Example - An $100.00 per day policy that
increases by 5% simple interest will provide
$200.00 per day in 20 years.

m  Compounded: The benefitsincrease by an
increasing dollar amount from one year to the
next. Example: The same $100.00 per day
policy as above which increases at 5% com-
pounded interest will provide $265.00 per day
in 20 years.

Note: Oklahoma law requires companies to offer
the option to purchase inflation protection coverage
at a rate not less than 5% compounded on an annual
basis. This option is in addition to any other
inflation protection options the company offers. You
will have the opportunity to decide if you wish to
purchase this. However, if you decline, you will be
asked to sign a statement saying you do not want
the inflation protection. Be sure you understand
what you are signing. See page 19 for more about
inflation.

) OTHER POLICY OPTIONS TO CONSIDER
WHEN PURCHASING COVERAGE:
You will be ableto select from anumber of other
options or policy features. Each may add to the cost
of you policy, but will enhance your coverage.
However, many of these will not cost extra, but are
included in the base price. Be sure to ask which
featureswill increase the cost of your coverage. The
most common benefitsare: assisted living facility,
home health care, hospice care, respite care,
alternate care services, case management services,
restoration of benefits, medical equipment coverage,
spousal discounts, survivorship benefits, bed
reservation reimbursement, third party notice and
waiver of premium. Some of these optionsare
described bel ow.

m  Third Party Notice—Itisrequired that this
benefit be offered in Oklahoma. It allowsyou

to name someone that the insurance company
would contact if your coverageisabout to end
due to non-payment of premium. You can pick
arelative, friend or aprofessional contact.
After the company contacts the person you
choose, he or she will have a set period of time
to notify you to pay the premium or, if prior
arrangements have been made between you
and the person you chose as your contact, that
person can pay the overdue premium. Thisis
especially important for peoplewho develop a
cognitiveimpairment. You can sign awaiver if
you do not want to name a person, although
thisisarecommended feature.

m  Waiver of Premium—Thisoption allows
you to stop paying your premium once you
enter into anursing home and the company has
started to pay benefits. Thismay begin when
the company makesitsfirst payment oritis
often aset period of time such as 90 days. The
regquirements may be different when receiving
home health care benefits.

m  Nonforfeiture Benefits—Nonforfeiture
guaranteesyou will receive something (such as
limited benefitsor areturn of premium) if you
cancel the policy or the company cancels
because your payments stop. It paysyou back
some value for the money you have paid into
the policy.

Sincelong-term careinsuranceisterm insurance,
you have the protection only for aslong as you pay
the premium. Itisnot asavingsor investment. It
does not matter how much money you have paid, or
how long you've had the policy, it disappears when
your payments stop. Thiswill occur unless you are
already receiving benefitsunder an eligiblewaiver
of premium or the policy hasanonforfeiture
provision. In Oklahoma, companiesarerequired to
offer you the option of anon-forfeiture benefit. The
required benefit option would providefor ashortened
benefit period extending thelong-term careinsurance
benefitsafter your policy lapses. Whilethismeansthe
benefitswill continuefor aset period of timefollowing
alapse, it generally will increase the current cost of
your plan. Make sure you understand how much the
additional non-forfeiture benefit option will add tothe
cost beforedetermining if you want this additional
option.

13
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m  Premium Refund at Death—This benefit
refundsto your estate any premiumsyou paid
minus any benefitsthe company paid on your
behalf. You must have paid premiumsfor a
certain number of yearsto receive these ben-
efits. Some policies pay death benefitsonly if
the policyholder diesbefore acertain age,
usually 65 or 70. Death benefits also add to the
cost of apolicy.

m Bed Reservation—If you have to leave the
nursing home and go to the hospital, this
benefit will make sure you have a nursing
home bed if you return within a short period
of time.

m Restoration of Benefits—Some policies
restore the benefits that you have used. An
example of how this occurs could be, if you
have afour year policy and used less than four
years of carein anursing home and then no
longer needed that level of care and went
home. If, after a period of time (more than six
months), you return to the nursing home, then
your benefits are restored and the policy is
good for another four years. Thisisunlikely
to occur, but can be very beneficia if it did.

IX. WILL YOUR HEALTH AFFECT
YOUR ABILITY TO PURCHASE

A POLICY?
Companies that sell long-term care insurance
“underwrite” their coverage. This means that they
look at your health before they issue you apolicy.
Some companies do what is known as “ short-
form” underwriting. On the application, they may
ask questions to find out if you have been recently
hospitalized or are confined to awheelchair. Most
companies conduct more extensive underwriting.
They may examine your current medical records
and ask for a statement about your health from
your doctor. These companies, however, may be
more sel ective about whom they will insure.
Having certain conditions that are likely to land
you in anursing home in the near future,
Parkinson’s disease for example, probably will
disqualify you for coverage. No matter what kind of
underwriting acompany uses, itisvery important to
answer all health questionstruthfully. If acompany
later learnsyou have omitted health information,

and the company relied on the misstatement to grant
coverage, it can cancel your policy and return the
premiumsyou have paid. It usually can do this
within two years after you buy the policy.

Most companieswill issue apolicy to peoplewho
havereatively minor health problemsandwill cover
those conditionsimmediately if they aredisclosed on
theapplication. Pleaserefer to thefollowing section
regarding pre-existing conditions.

X. WHAT HAPPENS IF YOU HAVE
PRE-EXISTING CONDITIONS?
I nsurance companies may have pre-existing
condition limitationsin their contracts. Pre-existing
conditionsare generally defined asacondition for
which one seeks advice or treatment or had
symptomswithin acertain period of time beforethe
policy went into effect. Most companies|ook at
your health status, as explained before, and they
may review your past history. Thismay be
important to you if you have apre-existing
condition. A company that learnsyou didn’t tell
them about a pre-existing condition on your
application might not pay for treatment related to
that condition and might even cancel your
coverage. While some companies have pre-existing
condition limitationsin their contracts, most do not
havethem if the condition isdisclosed on the
application. In Oklahoma, the maximum period for
apre-existing conditionissix months.

Xl. CAN YOU RENEW YOUR

COVERAGE?
When buying along-term care policy you must
consider not only whether you can afford to pay the
premium now, but also whether you will be ableto
continueto pay the premiumsin thefuture.
Premiumson these policies are not guaranteed.
When apolicy is* guaranteed renewable” it means
that the company guaranteesthat it will offer you
the opportunity to renew the policy and continue
the coverage; it does not mean that you are
guaranteed the opportunity of renewing at the same
premium. Premiums may rise over timeas
companies begin to experience agreater payout in
clams. All individual policies sold in Oklahoma must
be guaranteed renewable.



Xll. WHAT DO POLICIES COST?

A long-term care insurance policy can be
expensive. You will need to be sure you can pay the
premiumfor it and still afford your other health
insurance coverage. It isnot unusual for acouple
aged 65 to spend around $7,500 for all of their
health insurance coverage. The annual premium for
along-term care policy with good inflation
protection can run about $2,000 for someone age
65.

Premiumswill belower for those who are younger
and more for those who are older. If you buy a
policy at age 75, the premium will generally betwo
and one half times greater than if you had bought
the policy at age 65. It could be six times higher
than if you bought it at age 55. Inflation protection
can add 25 to 100 percent to the premium—de-
pending on your age at purchase. Nonforfeiture
benefits can also add significantly to the cost of the
policy. Consider how much income you have and
how much you can afford to spend on along-term
care policy now. But also try to project what your
incomeislikely to bein thefuture, what your living
expenses will be, and how much you can pay for
long-term care premiums. If you do not expect your
incometo increase, it may not be wiseto purchasea
policy now with apremium that isat the upper limit
of what you think you can afford.

Note: Beware of the word “level.” Some agents
might tell you that your premium is “level” and imply
that it will never rise. Oklahoma has adopted regula-
tions that prohibit insurance companies from using the
word “level” in connection with the sale of guaranteed
renewable policies. Therefore, the new rules require
companies to tell prospective customers that the
premiums on their policies may go up. In addition, an
Oklahoma law limits the increased amount insurers can
charge for renewal premiums to no more than 15% of
the premium amount charged for the prior twelve (12)
month period.

Xl IF YOU ALREADY OWN A
POLICY, SHOULD YOU SWITCH
PLANS OR UPGRADE
EXISTING COVERAGE?

Before you buy a new policy, make sure it is better

than the one you already have. If your agent has

switched companies and wants you to switch too,
carefully consider any changes. Also, you will
need to consider your health, to ascertain whether
you can qualify for anew policy. Updating your
coverage may be right for you, for example, if
your existing policy required a prior hospital stay
or did not pay benefits for Alzheimer’s Disease.

These are now illegal exclusionsin contracts sold

today. If you do decide to switch, make sure your

new application is accepted before canceling the
old policy. If you cancel apolicy in the middle of
its term, some companies will not return any
premiums you have paid.

XIV.REPLACING AN “OLD”
LONG-TERM CARE POLICY

Shop before you swap. If you purchased a long-

term care policy several years ago, there are some

good reasons to shop for a newer model.

m Policies sold today include such benefits as
home health care and adult day care which
may not be in an older policy.

m If your present policy had no inflation protec-
tion, the benefit level may have fallen behind
the increase in health care costs.

m  Older policiesincluded some limitations,
which are not allowed in policies sold today.
For example, many older policies do not pay
for long-term care unless you spent at |east
three daysin ahospital before going into a
nursing home. Additionally, some older
policies may have offered coverage for only a
skilled or intermediate level of care. Many
individuals enter at a custodial level.
Premiums for a new policy with higher ben-
efits might actually be lower than premiums
on your old policy. That is because people
who purchased at the same time as you
are now filing claims, which could force the
company toincreaseitsratesto cover the
eXpenses.
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Will you be able to swap? If youareno longer in
good health, thereis probably no point in shopping
for anew policy. You will probably be unable to
find acompany willing to sell you apolicy. Since
most compani es charge premiums based on your
age when you buy, you may also discover that you
have passed the age when you can afford to swap.

It may, however, be appropriateto switch policiesif

you have an old policy with requirementsfor aprior
hospital stay or for prior levelsof care, and you are
now in good health and can qualify for another
policy. If you have agood policy you bought when
you were younger, you might ask if theinsurance
carrier can enhancethe policy; for example, by
adding inflation protection. It might be cheaper to
keep the policy you have and improveit rather than
buy a new one.

XV. LONG-TERM CARE INSURANCE SHOPPING TIPS

DO:

Do your homework. Get arealistic idea of what
you need and how much you can afford to pay for
it.

Ask atrusted friend to join you when an agent visits
your home.

Shop around. There arelots of long-term care
policieswith big differencesin price and benefits.

Read the outline of coverage very carefully.

Ask questions about everything you don’t under-
stand.

Ask your lawyer, afriend, or arelative to review
the policy to see what you may have missed.

DON'T:

Don’'t buy onthefirst salesvisit.
Don’'t sign ablank application.
Don't pay in cash.

Don’'t write checks payable to agent. Make them
payableto the insurance company.

Don’'t buy until you are sure you understand exactly
what you are getting.

Don’'t buy unless you are sure you can afford to
make the payments every year. Keep in mind that
premiums may increase in future years.

! If you need assistance, call SHICP at

1-800-763-2828
(405) 521-6628



XVI. POINTS TO KEEP IN MIND AS
YOU SHOP
Check with several companies and agents. It is
wise to contact more than one company (and
agent) before buying. Be sure to compare benefits
aswell asthe types of facilitiesin which you have
to be confined in order to receive coverage. Addi-
tionally, comparethelimitations of coverage, the
exclusionsand, of course, the premiums (policies
that provideidentical coverage and benefits may not
necessarily cost the same). The comparisonformon
pages 26 and 27 is provided for your convenience
in comparing policies.

Take your time and compare outlines of coverage.
Oklahomarequiresthe agent to leave an outline of
coverage at thetimethe agent initially contactsyou.
If the agent does not give you an outline or tellsyou
he or shewill provideit later, do not deal with that
agent. If the agent gives answersthat are vague or
differ frominformation in the company literature, or
if you have doubts about the policy, tell the agent
you will get back to him or her later and do not
hesitateto call or write to the company and ask your
guestions. Beware of an agent who claimsthe
policy can be offered only once. Some companies
may sell their policiesthrough the mail, bypassing
agentsentirely. If you decideto buy apolicy
through the mail, contact the company if you do not
understand how the policy works.

Discuss the policy with a friend or relative.
You may also contact the Oklahomalnsurance
Department’s Senior Health Insurance Counseling
Program (SHICP) at (405) 521-6628 or toll free 1-
800-763-2828.

Do not be misled by advertising. Celebrities
who endorse policiesare professional actorsand are
paid to advertise. They are not insurance experts.
Neither Medicare nor any other federal agency
endorses or sellslong-term care policies. Be
skeptical of any advertising that suggests the
federal government isinvolved with this type of
insurance.

Do not buy multiple policies. Itisnot
necessary to purchase several policiesto get enough
coverage. One good policy isenough.

Application and health questions. Do not be
misled by an agent who says your medical history is
not important. Disclosing your medical history on
the application isvery important. If your answersto
health questions arewrong or incomplete, the
company might sell you apolicy but refuseto pay
your claims and can even cancel your policy.

O Makesureyour answers are complete and
accurate.

O If anagentfillsout the application, check it
carefully beforeyou sign.

Be sure to get the name, address and
telephone number of the agent and the
company. Obtainalocal or toll-free number (if
the company has one).

If you do not receive your policy within 60 days,
contact the company or agent. When you receive
your policy, keep it in a convenient place where
you can find it and tell atrusted friend or relative
whereit is. Also, be sure to read the policy within
the 30-day “free look™ period to be sure you have
purchased the benefits you wanted.

Read the policy again and make sure it
provides the coverage you want. Check the
application you signed. It becomes part of the
policy. If itisnot filled out correctly, notify the
insurance company promptly.

Check to determine whether or not your
policy is considered to be a tax-qualified
plan. Be sureyou understand the differences
between tax-qualified plans and those that are not
tax-qualified. It also may be agood ideato check
with your financial advisor for further information.

Third Party Notification. Oklahomarequires
that all insureds have an opportunity to nameathird
party who will be notified in the event the com-
pany is no longer getting premium payments. This
helpsinsurethat policyholderswill not be cancelled
if they becomeill and forget to send their payments.
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Check on the financial stability of the company you are
considering. Itisimportant to make surethe
company islicensed in Oklahoma. In addition,
several private companiesor rating agencies
conduct financial analysisof insurance companies
and rate them. Theseratings carry no guarantee of
accuracy but can provide you with information on
how some analystsview thefinancial health of
particular insurance companies. Different agencies
use different rating scales, so be sureto find out
how the agency labelsitshighest ratingsaswell as
theratingsfor the companiesyou are considering.
Ratingsfrom some agencies are avail able at most
publiclibraries, or you can call the agenciesdirectly
at the numberslisted below. (Notethat therewill be
an extracharge on your telephone bill for callsto a
“900” number.)

m  Best Company—(900) 555-BEST or (800)
424-BEST or at www.ambest.com

m DeMotech, Inc.—(614) 761-8602

m Duff & Phelps, Inc.—(312) 368-3157 or at
www.dcreo.com

m FitchInvestors Service, Inc—(212) 908-0500
or at www.fitchibaca.com

m  Moody’sInvestors Service—(212) 553-0377 or
at www.moodys.com

m Standard & Poor’'s—(212) 208-1527 or at
www.ratings.standardpoor.com

m  WeissResearch, Inc.—(800) 289-9222 or at
WWW.Weissinc.com

Additionally, the Financial Division of the
Oklahomalnsurance Department keepsinformation
and filings on each company and can let you know
if acompany islicensed and in good standing with
the Oklahoma I nsurance Department. You may
contact that Division at 1-800-522-0071 or (405)
521-3966.

XVIl. REVIEWING A POLICY
DURING THE “FREE LOOK”
PERIOD

If you decide you do not want the policy after you

purchaseit, you can cancel and return the policy

and get your money back if you notify the company
within a certain number of daysafter thepolicy is
delivered. Thisiscalled the “free look™ period.

Oklahomaallowspolicyholdersto cancel, within 30

days, for any reason. If you want to cancel, do the

following:

m  Keep the envelope the policy wasmailed in, or
insist your agent giveyou asigned delivery
receipt when he or she hands you the policy.

m |f youdecideto returnthe policy, send it to the
insurance company along with abrief letter
requesting the policy be cancelled and your
premium refunded.

m  Sendboththe policy and letter by certified mail
and obtain a mailing receipt.

m  Keepacopy of al correspondence.
m  Therefund processusually takes 4 to 6 weeks.

Note: Ifyouhave questions about the agent, the
insurance company, or the policies, contact the
Oklahoma Insurance Department’s Senior Health
Insurance Counseling Program at 1-800-763-2828.

XVIIl. POLICIES FROM YOUR

EMPLOYER
Your employer may offer long-term careinsurance
asan additional benefit. The coverage provided by
these employer-group policiesissimilar to what you
could buy from an agent. Companies providing
long-term careinsurance usually givetheir
employees achoice of benefit periods, maximum
payments, and elimination periods.



Group policiesmay offer nonforfeiture benefitsand
inflation protection and alow employeesto keep
their coverage after they leave their employer. They
do thisby offering continuation of coverage or
conversion options.

Many employersalso allow employeesto buy
coveragefor their parents, which could be an
advantage. Typically, employees parents must pass
the company’s medical screening to qualify for
coverage; employeesusually do not haveto pass
any medical requirements. If your child’scompany
offerssuch coverage, be sureto consider it
carefully. It may offer advantages you will not find
if you try to buy apolicy on your own.

XIX. MORE ABOUT INFLATION
People areliving longer and enjoying better health
than they did just afew years ago. Today medical
scientists are unlocking the mysteries of the human
body at afaster pace, going beyond the science of
vaccines and antibiotics, and entering the world of
cell reproduction, genetic engineering and organ
replacement. The future of pharmaceuticalsisto
develop drugsto prevent or delay disease, rather
than just treating the disease. According to U.S.
Census Bureau estimates, there were nearly

70,000 centenariansliving in the United Statesin
2000. People over 85 are the fastest growing
segments of the U. S. population. Even though
many peoplewill livein good healthinto
advanced years, with advanced age comes chronic
illness, and people near the end of life need more
care. Many peoplewho areliving longer lives will
do so disabled. (See Exhibit 1 on page 20). The
role of inflation protectionis morecritical asthe
chances of our living to 90 to 100 increase.

Although aperson’scurrent life expectancy isless
than 90 to 100; you should insure for the unusual,
not the normal. A long-term care policy should
stand the test of time. Over time, the cost of care
can inflate to double or triple what might be
needed today. Exhibit 2 (page 21) illustratesthe
dramatic differencein no adjustment, 5% simple
and 5% compound inflation over many years.
Some agents recommend purchasing alarger daily
benefit rather than inflation protection. A possible
problem with this approach isthat you are over
insured when thereislesslikelihood of needing
the benefits and under insured when the likelihood
ismuch greater. (see Exhibit 3 and Exhibit 4 on
pages 22 and 23).
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NEED FOR LTC BY AGE
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Source: “Chronic Disability Trends in Elderly US Population: 1992-1994” by Manton, Corder and Stallard,
Proceedings of the Natl. Academy of Science, Vol. 94, March 1997

Top reasons for needing LTC insurance:

Home: Stroke, fractures, Alzheimer’s/dementia
Institutional: Alzheimer’s/dementia, stroke, and fractures, Parkinson’s

EXHIBIT 1
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FOR A 50 YEAR OLD:
HIGHER BENEFITS OR INFLATION ADJUSTMENT?

o After 14 years (age 64), the inflation adjusted benefit is equal to the $200 per day policy. That

difference increases over time.

e Forgoing the inflation adjustment and purchasing higher benefits is possibly not a good strategy.
Without an inflation adjustment, the purchasing power of your benefit decreases over time. The

probability that you will need the benefit increases over time.

—a—No Adjustment ($200) —=—5% Compound ($100)
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FOR A 79 YEAR OLD:
HIGHER BENEFITS OR INFLATION ADJUSTMENT?

e After 7 years (age 86) the inflation adjusted benefit is greater than the fixed benefit. That
difference increases over time.

e Without an inflation adjustment, the purchasing power of your benefit decreases over time. The
probability that you will need the benefit increases over time.

—— No inflation adjustment ($138) —=— Compound adjustment ($100)
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XX. GLOSSARY

Activities of Daily Living (ADL’s)—Everyday
functionsand activitiesindividualsusually do
without help. ADL functionsincluding bathing,
continence, dressing, eating, toileting, and
transferring. Many policiesusetheinability to do
acertain number of ADL’s (such as 2 of 6) to
decide when to pay benefits.

Adult Day Care—Care during the day for adults,
usually at senior or community centers.

Alzheimer’s Disease—A progressive, degenerative
form of dementiathat causes severeintellectual
deterioration.

Assisted Living Facility—A residential living
arrangement that providesindividualized personal
care and health servicesfor peoplewho require
assistancewith activitiesof daily living.

Benefit Triggers—Term used by insurance compa-
niesto describe when to pay benefits.

Care Management Services—A servicein which
aprofessional, typically anurse or social worker,
may arrange, monitor, or coordinate long-term care
services.

Chronic Illness—An ilInesswith one or more of
thefollowing characteristics. permanency, residua
disability, requiresrehabilitation training, or requires
along period of supervision, observation, or care.

Cognitive Impairment—A deficiency inaperson’s
short-or long-term memory; orientation asto person,
place and time; deductive or abstract reasoning; or
judgment asit relatesto safety awareness.

Community-Based Services—Servicesdesigned
to help older people stay independent and in their
own homes.

Custodial Care (Personal Care)—Careto help
individuals meet personal needs such asbathing,
dressing, and eating. Care may be provided by
someone without professional training.

Daily Benefit—The amount of insurance benefitin
dollarsaperson choosesto buy for long-term care
expenses.

Dementia—Deterioration of intellectual faculties
dueto adisorder of the brain.

Elimination Period—A type of deductible; the
length of timetheindividual must pay for covered
services before theinsurance company will beginto
make payments. Thelonger the elimination period
inapolicy, thelower the premium.

Guaranteed Renewable—\When apolicy cannot
be cancelled and must be renewed when it expires
unless benefits have been exhausted. The company
cannot change the coverage or refuse to renew the
coveragefor other than nonpayment of premiums
(including health conditions and/or marital or
employment status).

Health Insurance Portability and Accountability
Act (HIPPA)—Federa healthinsurancelegidation
passed in 1996 that allows, under specified
conditions, long-term careinsurance policiesto be
qualified for certain tax benefits.

Home Health Care—Servicesfor occupational,
physical, respiratory, speech therapy, or nursing
care. Alsoincluded are medical, social worker,
home health aide, and homemaker services.

Homemaker Services—Household servicesdone
by someone other than yourself because you are
unableto do them.

Inflation Protection—A policy option that provides
for increasesin benefit levelsto help pay for
expected increasesin the costs of long-term care
services.

Lapse—Termination of a policy when arenewal
premiumisnot paid.

Medicaid—A joint federal/state program that paysfor
hedlth care servicesfor thosewith low incomesor
very highmedica billsrelativetoincomeand assets.



Medicare—Thefedera program providing hospital
and medical insuranceto people aged 65 or older and
tocertainill or disabled persons. Benefitsfor nursing
homeand homehealth servicesarelimited.

Medicare Supplement Insurance—A private
insurance policy that covers many of thegapsin
Medicare coverage.

Nonforfeiture Benefits—A policy featurethat
returnsat least part of the premiumsto you if you
cancel your policy or let it |lapse.

Pre-existing Condition—IlInesses or disability for
which you weretreated or advised within atime
period before applying for alife or healthinsurance

policy.

Respite Care—Offersafew hoursto severa days
of helptorelievefamily caregivers.

Rider—Addition to aninsurance policy that
changesthe provisions of the policy.

Substantial Assistance—M eanshands-on or stand-
by help required to do ADL'’s.

Substantial Supervision—The presence of a
person directing and watching over another who
hasacognitiveimpairment.

Tax-Qualified Long-Term Care Insurance Policy—A
policy that conformsto certain standardsin federa law
and offerscertainfederal tax advantages.

Third Party Notice—A benefit that [etsyou name
someone who the insurance company would notify if
your coverageisabout to end dueto lack of premium
payment. Thiscan beareative, friend, or professional
such asalawyer or accountant, for example.

Underwriting—The process of examining,
accepting, or rejecting insurancerisks, and
classifying those selected, in order to chargethe
proper premium for each.

Waiver of Premium—A provisioninaninsurance
policy that relievestheinsured of paying the
premiumswhilereceiving benefits.
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XXI. LTC INSURANCE COMPARISON WORKSHEET

This form is to be used for the comparison of LTC policies. Itis designed to aid consumers in making informed
decisions.

Topic/ Question Policy 1 Policy 2 Policy 3

Company:
* Iscompany licensed?
* Rating?

Nursing Home Care
» Paysfor skilled care?
* Personal (custodia care)?

Benefits Payment (Daily or Monthly):
* For Nursing Home Care
* For Home Health Care

Does policy limit # of days, years or visits it
will pay for:

* Nursing Home Care?

* Home Health Care?

Total lifetime limit?

Elimination or waiting period for:
* Nursing Home Care?
* Home Health Care?

Benefit Eligibility: Which benefit triggers

are used to determine eligibility:

» Unableto do ADLswithout assistance and
how many?

» Cognitive impairment?

* Require prior hospital stay?

» Doctor certification of medical necessity

Prior Hospital or Skilled Nursing Facility
stay required?

Does the policy pay for care in any licensed
facility? If not, what facilities are not
covered?




Does the policy pay for:

* Adult Day Care centers?
* RespiteCare?

» Carein other settings?

Does the policy pay home health care benefits
for:

» Skilled Care?

» Care by home health aides?

* Any homemaker services?

Does it cover care for Alzheimer’s Disease?

Does it pay in addition to Medicare or other
insurance?

Inflation protection feature?
* Compounded or ssimple?
* Automatic increases or option to increase?

Waiver of Premium provision?

Restoration of Benefit provision?

Does policy contain a nonforfeiture benefit?
* Type of benefit?

Does policy have a pre-existing condition
limitation?

Any other policy benefits?

Is this policy tax-qualified?

Cost of policy:

* Annua premium for basic LTC Policy

* Costif policy includes a Home Health
Care benefit

» Nonforfeiture benefit?

» Inflation protection?

Note: Companies can no longer require a prior hospital or SNF stay before one can be eligible for benefits.
Also, they cannot exclude benefits for Alzheimer’s Disease. These questions are asked in this comparison since
one may be comparing benefits of a new plan to a prior plan which allowed this language.
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XXIl. KEY TO USING THE LONG-TERM
CARE INSURANCE
COMPARISON GUIDE

L ong-term careinsurance policies have not been
standardized like M edi care supplemental insurance
policies, and are avail able with amultitude of
options. Properly comparing any two policiesisa
challenge. Complicating the process even further,
many companies offer more than one
comprehensive plan or offer ridersthat effectively
convert abasic comprehensive plan into an
enhanced plan.

Compiling information from many companies-no
matter how careful the datacompilation-isstill a
processthat producesinconsistencies and possibly
errorsin the datadisplayed. Please keep thisin
mind when you draw your own conclusions from
thisguide.

For the purposes of this comparison guide, we
have compiled annual premiumsfor apreferred,
tax-qualified comprehensive policy witha$100
daily benefit. Thisfigure was selected to ease the
comparison process. Be awarethat facilities may
have higher daily rates. Keep in mind that some
policies shown with ahigher premium may have
benefitsthat other policies do not have. The
policieslisted are comprehensive—they include
benefits, such as 100% home health care, adult
day care, assisted living, hospice, respite care and
caregiver training.

Note: A variety of options and additional benefits
are available on long-term care insurance policies.
Use this guide as a preliminary reference, then
consult with the insurance company or its
representative to review a specific policy, benefits
available, and premium rates.

Company—Each of the companies shown is
licensed to sell long-term careinsurancein
Oklahoma. However, this may not be acomplete
list. If you are approached by a company that is not
onthelist, you can confirm whether it islicensed
in Oklahoma by calling 1-800-522-0071.

Address and Telephone Number—You can
contact the company to ask for more information
about the policy, locate alocal sales agent, or
inform the company about problemswith your
policy.

Purchase Age & Premium—These premiumswere
in effect in January of 2001. They could change at
any time. To find the approximate premiumsyou
would pay, look down the column for the age
nearest your present age (55, 60, 65, 70, 75, 80).

Note: The Oklahoma Insurance Department
requested the information from each company, and
does not assume responsibility for the accuracy of
this information.
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Oklahoma Insurance Department

Shepherd Mall ¥ 2401 NW 23rd, Suite 28 (73107)
Post Office Box 53408
Oklahoma City, OK 73152-3408
1-800-763-2828 ' (405) 521-6628
http://www.oid.state.ok.us

This publication is produced and subject to continuous in-house printing by the Administrative Services Division of the Oklahoma Insurance
Department as authorized by Insurance Commissioner Carroll Fisher. Without financial assistance, in whole or in part, by the SHICP grant from
the Centers for Medicare and Medicaid Services, or the federal Medicare agency. Increments of 500 copies are prepared and distributed as needed
at a cost of $477.50. Copies have deposited with the Publications Clearinghouse of the Oklahoma Department of Libraries.

This guide is distributed for educational purposes only and does not constitute an endorsement by the Oklahoma Insurance Department for any
service, company or person offering any product or service. 10/0
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