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Dear Kansas consumer,

As you plan for the future, you may consider purchasing long-term care insurance.
This type of policy is designed to pay some or all of the costs of assisted care when you
can no longer take care of your needs on your own. Policy options may include care in
a nursing home, an adult day care facility or even your own home.

Purchasing any type of insurance can be confusing. We’ve developed this booklet to
help answer your questions about long-term care insurance. Inside this guide you’ll
find definitions, guidelines about who should buy long-term care insurance and
general information about policies being sold in Kansas. This guide also provides cost
and rate-increase information to help you shop for a long-term care insurance policy.

If you have questions or need assistance understanding long-term care issues, don’t
hesitate to contact the Kansas Insurance Department’s Consumer Assistance Hotline
toll-free at 800-432-2484. Our trained staff is dedicated to helping answer your
insurance questions and finding solutions to your problems.

Sincerely,

Sandy Praeger,
Commissioner of Insurance

Tell us what you think!

We are always looking for the best ways to
assist consumers with their insurance needs. If
you have a suggestion on how to improve this

publication, send us an email:
commissioner@ksinsurance.org
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Section I: About Long-Term

Care Insurance

Long-term care
services help a person
maintain his or her
lifestyle.

In 2014, the average
cost of care in a Kansas
nursing home was
$58,400/year.

The average cost of a
private room was $175
per day; the average
cost of a semiprivate
room was $160 per
day.

What is long-term care?

Long-term care is the help you may need if you are unable to care
for yourself because of a prolonged illness or disability. People
often think of long-term care as taking place in a nursing home.

In fact, the term refers to a variety of private and semiprivate care
situations and services, including home health care, adult day care
and nursing facilities.

Long-term care differs from traditional medical care. While
medical care services rehabilitate or correct certain medical
problems, long-term care services help a person maintain his or
her lifestyle.

How much does long-term care cost?

The cost of long-term care varies greatly depending upon the type
of services provided. Skilled services, such as nursing or therapy,
will cost more than support services, such as homemaker help or
personal care. Generally, home care services can be provided at a
lower cost than in a nursing facility.

Because there is such a wide variety of services now available and
the costs vary from area to area, you should check in your local
area for the kinds of services offered and their costs. As you plan,
it’s also important to keep in mind that these costs will probably
increase before you actually have a need for the services. The
annual inflation factor for health care services was calculated at
8.2% in 2010.

How is long-term care paid for?

There are three basic ways that long-term care is paid in Kansas:
e Medicaid/Medicare
e Private pay
 Long-term care insurance

Medicare may cover some long-term care costs, but that coverage
is limited in nature and generally approved for short periods of
time. The balance is paid by long-term care insurance. In 2004,
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long-term care recipients made up 26% of Medicaid enrollees but
accounted for 69% of expenses, according to the Kaiser Family
Foundation.

Medicare: After a three-day minimum inpatient hospital stay for

a related illness or injury, Medicare covers a semiprivate room,
meals, skilled nursing, rehabilitative services and other services
and supplies for up to 100 days in a benefit period. To receive

care in a skilled nursing facility, you must need skilled care, like
intravenous injections or physical therapy. Medicare doesn’t cover
long-term care or custodial care in this setting. It also doesn’t cover
custodial care if it is the only kind of care you need.

Medicaid: To receive Medicaid assistance, you must meet federal
poverty guidelines for income and assets, and may have to “spend
down” or use up most of your assets on health care. When

you have spent down your assets, you may then be eligible for
Medicaid. Many people begin paying for nursing home care out of
their own pockets and spend down their financial resources until
they become eligible for Medicaid. They then turn to Medicaid to
pay part or all of their nursing home expenses.

Who will most likely need long-term care services?

Your personal risk of needing long-term care depends on some of
the following factors:

Life expectancy: The longer you live, the more likely it is
that you will need long-term care. How long did your parents,

National spending for long-term services & support
(LTSS), by payer (2011)
4.6% B Medicaid (62.3%)
[l Other public
assistance (4.6%)
[ Out-of-Pocket (21.6%)

[] Other private funding
(11.6%)

SOURCE: National Health Policy Forum
George Washington University, Feb. 2013

To learn more about
Medicaid eligibility,
contact your local De-
partment for Children &
Families (DCF) Office or
your local Area Agency
on Aging.

If you do not know how
to contact either of
these agencies, you may
call the Kansas
Department for Aging
and Disability Services at
800-432-3535.
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“Activities of daily
living” are usually
defined as:

« bathing

« eating

« dressing

« toileting

« transferring in and out
of chairs or beds

« care for incontinence

« care for cognitive
limitations due to
Alzheimer’s disease or
another form of
dementia

Look for a personal
worksheet in the back
of this guide to help you
assess your needs.

aunts, uncles and grandparents live? Do people in your family
tend to live long lives?

Your gender: Women are at a much higher risk of needing
to pay for formal long-term care for several reasons. Women tend
to marry older men, have longer life spans and often outlive their
spouses.

Family situation: If you have a spouse and adult children,
you are more likely to receive informal care at home. If family
members are unable to provide care and you cannot stay home
alone, a nursing home is often the only available option.

Health factors: If you have been diagnosed or treated for a
certain health condition, you may be at greater risk than another
person of the same age and gender. Unfortunately, it may be this
known health condition that will make you ineligible to buy long-
term care insurance.

Should you buy long-term care insurance?

After you have considered your chances of needing long-term
care, you will also want to look at why you would purchase a
long-term care policy and how you intend to pay for it. People buy
long-term care insurance for a variety of reasons, including the
following:
e to avoid spending assets for long-term care.
» to decrease the chances of going on Medicaid.
e to give the individuals more freedom of choice
regarding the type of care received.
* to protect family members from having to pay for or
provide care.

Whether you need long-term care insurance depends on your
income, family situation and personal risk factors. We have
provided a personal worksheet at the back of this guide to help
you assess your needs.

Nursing home residents by age and gender

By age | By gender
64 or younger 12.2% male 32%
65 to 84 37.8% female 68%
85 and older 50.0%

SOURCE: CMS Nursing Home Data Compendium
2012 Edition
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Purchasing a long-term care policy while you are younger means
that you are less likely to develop a condition that could disqualify
you from getting coverage.

Age of purchasers of long-term care insurance
3%

B Younger than 55
M55 - 64 years old
[[]65 - 74 years old

[175 years and older

SOURCE: America’s Health Insurance Plans,
March 2012

Who shouldn’t consider long-term care insurance?

Not everyone should buy a long-term care insurance policy. For
some, a long-term care policy is an affordable and attractive form
of insurance, but for others, the coverage is too expensive or the
benefits they can afford are inadequate. You shouldn’t buy a long-
term care policy if you have trouble stretching your income to pay
for utilities, food or medicine. And you likely shouldn’t buy a policy
if your only income is Social Security.

The Kansas Insurance Department recommends that people
whose combined Social Security benefits and retirement savings
total less that $50,000 not buy long-term care insurance because
the cost of care can quickly deplete the savings of members of this
group. Once your savings has been depleted, you become eligible
for Medicaid, which covers many of these expenses.

Kinds of long-term care policies available

Long-term care insurance policies are not standardized like
Medicare supplement insurance: Each policy is different.
Companies sell policies with many combinations of benefits and
coverages.

Purchasing a long-term
care policy while you are
younger means you are
less likely to develop a
condition that could
disqualify you from
getting coverage.

Whether you need long-
term care insurance
depends on your
income, family situation,
and personal risk
factors.

Long-term care
insurance policies are
not standardized like
Medicare supplement
insurance.
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Federal law provides for
favorable tax treatment
of certain long-term
care plans. Plans are
tax qualified or nontax
qualified. Check with
your tax adviser to find
out which plan is best
for you.

To claim a tax
deduction for your
premium, your

medical expenses must
exceed 10% of your
adjusted gross income.
The amount of pre-
mium you can deduct
as a medical expense is
based on your age.

There are several ways to purchase coverage:
e an individual policy
e agroup policy sponsored by your employer
e membership in an association
« alife insurance policy
e an annuity

Most of the policies in Kansas are sold on an individual basis and
through insurance agents.

Tax-qualified long-term care plans

In 1996, Congress passed the Health Insurance Portability and
Accountability Act (HIPAA), which amends the Internal Revenue
Code and provides for favorable tax treatment for “qualified” long-
term care plans. Policies sold after Dec. 31, 1996, must meet new
standards to be considered “tax qualified.”

If you have a tax-qualified plan:

e The benefits paid out by a qualified long-term care policy
will generally not be taxable as income by the federal
government.

e You may deduct all, part or none of the premium — to a
certain level based on your age — for a long-term care
insurance policy as medical expenses on your itemized
federal tax return. The threshold is now 10% as
determined by the Affordable Care Act signed into law on
March 23, 2010.

To claim a tax deduction for your long-term care premium, all of
your medical expenses must be more than 10% of your adjusted
gross income. Check with your tax adviser to find if you qualify for
a deduction, and if so, how much.

Tax-qualified plans must also state the requirements that a
person must meet before any benefits are paid. Each policy has
provisions for determining when you are eligible to receive
benefits, often referred to as “benefit triggers.” Tax-qualified plans
must use an eligibility standard, which requires that a licensed
health care professional certify that you are chronically ill. You
will be considered chronically ill if you meet one of the following
standards:
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» You are expected to be unable, without substantial help
from another person, to perform at least two of six
activities of daily living (ADLs) for at least 90 days. ADLs
are bathing, dressing, toileting, transferring in and out of
chairs or beds, eating and incontinence.

OR

 You must need substantial supervision to protect your
health and safety because you have a cognitive
impairment.

Tax status must be disclosed

All companies selling long-term care policies sold after Jan. 1,
1997, must clearly identify the tax status of the policy. If the policy
is tax qualified, the statement will normally be on the face page of
the policy. Policies issued before Jan. 1, 1997, are “grandfathered.”
The Internal Revenue Service always has the right to make the
final determination as to the tax qualification of any policy.

Nontax-qualified long-term care plans

If you purchase a nontax-qualified plan after Jan. 1, 1997, you
will not be able to deduct any portion of the premium, and any
benefits paid may be considered taxable income to you. It would
be best to consult with your tax adviser regarding these
provisions.

Some life insurance policies and annuities qualify
as long-term care

Some life insurance policies and annuities may be considered

a qualified long-term care policy if they provide certain long-
term care benefits as a rider or part of the contract. You must be
considered chronically ill under the standards discussed above
to receive long-term care benefits from a life insurance policy or
annuity.

What is not covered

Kansas laws allow policies to have these exclusions:

e Pre-existing condition — A pre-existing condition is an
illness or disability for which you received medical advice
or treatment during a specified period before applying
for insurance. Most long-term care policies will not pay
benefits for these conditions for a certain length of time,
usually 6 months, after you become insured.

Long-term care poli-
cies issued before Jan.
1, 1997, are “grandfa-
thered” and are consid-
ered tax-qualified.

The front page of your
policy will generally say
whether it is tax-quali-
fied.
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Check the list of
exclusions to see what
the policy does not
cover.

e Care by family members — Most policies will not pay
members of your family to take care of you. Some policies
will pay to train family members to be your care provider.
Check with the insurance company.

e Mental and emotional disorders or disease, other than
Alzheimer’s disease.

e Alcoholism and drug addiction.

e [llness caused by an act of war.

e Treatment already paid for by Medicare or any
government program except Medicaid.

o Attempted suicide or intentionally self-inflicted injuries.

Designing your long-term care plan

There are many variables to consider when you are designing
a long-term care plan that not only suits your needs but also
fits your budget. This section discusses the basic plan design
elements that you will need to consider.

A long-term care policy has these basic features:
e An elimination period (period before benefits begin)
typically ranging from 0 to 100 days
e A maximum benefit period (pay-out period) ranging from
“one year” to “lifetime”
e A daily benefit usually ranging from $50 to $250 per day

For example, you might select a plan that pays $70 per day, has
benefits that begin after 30 days and has a benefit pay-out period
of 3 years.

When benefits begin — the elimination period

You will need to select an elimination period, sometimes called

a waiting period, which determines when your policy will begin
paying benefits once you have entered a nursing home or begin
to use home services. During this elimination period, you will be
responsible for paying all costs out-of-pocket. The most common
options available are for benefits to start at 0, 20, 30, 60, 90 or
100 days after you enter a nursing home or begin to receive home
services. Some policies may have a longer waiting period.

For example, if you choose a plan with a 30-day
elimination period, your policy will begin paying
benefits on the 31st day. You will be financially
responsible for the first 30 days.
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In choosing an elimination period, you will want to keep in mind
that the shorter the elimination period, the higher your premium.
The longer you can wait for the benefits to begin, the lower your
premium costs. You are responsible for all costs of long-term care
during the elimination period.

For example, if you buy a policy with a 90-day
elimination period, you will be responsible for the

cost of your first 90 days in the nursing home. If the
nursing home costs $70 per day, you will pay $6,300
before the policy will begin to pay. If you leave the
nursing home before the 90 days expire, the policy will
pay nothing.

If you are required to re-enter a nursing home facility within 6
months of your first stay, you will not be required to repeat the
elimination period. However, if you are re-admitted to a nursing
home more than six months after your first stay, you will be re-
quired to fulfill another elimination period before the policy will
begin paying again.

Length of the benefit period

When you buy a policy, you will also be asked to decide how long
you want your benefits to pay out. The most common benefit
“payout” periods are one, two, three or five years, or for your
lifetime. This benefit period begins the first day you are eligible to
receive benefits from the policy. The premium cost will be higher if
you choose a longer benefit period.

Several companies provide a maximum benefit stated in a total
dollar amount rather than a benefit period. For example, you might
buy a lifetime benefit of $50,000. The policy will pay the actual
charge per day until the maximum benefit has been paid. If the
current charge is $70 per day, the benefit would last for 714 days,
— or almost two years.

Daily benefit amount

You will select a daily benefit maximum when you buy the policy.
Choices usually range from $50 to $250 a day. Most policies pay
the actual cost of each day of care at a nursing home up to the daily
maximum amount you select. The premium cost will be higher if
you choose higher daily maximums. You will be responsible for the

Steps to designing
your plan

You will need to decide on
several factors:
« elimination period
« benefit period
« daily benefit
« tax qualified or
nontax qualified
« where you want to
receive care
« optional provisions

When choosing your
benefit amount,
remember that you will
be responsible for all
expenses not paid by
your insurance policy.
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difference if actual care expenses exceed your daily benefit amount.
Generally, policies pay benefits using either an “actual expenses
incurred” method or an “indemnity” method:

An actual expense policy pays benefits only when eligible
services are received. For example: Assume you have a
policy with a maximum daily benefit of $70 and the
nursing home charges only $65 per day. The policy will
only pay $65 per day because the actual charge is less than
the $70 maximum daily benefit.

An indemnity policy pays benefits as specified in the
policy without regard to the specific services received. For
example: Again, assume your policy has a $70 daily benefit
and the nursing home charges only $65 per day. An
indemnity policy will pay $70 per day.

For either policy, benefits will be paid to you, or you may “assign”
your benefits and have them paid directly to the nursing home.
It's important that you know how much nursing facilities in your
area charge before you select a benefit amount. We suggest you
contact two or three nursing facilities in your area to determine
current price ranges for daily care. Use the chart below to keep
track of these prices.

Contact several Present cost of long-term care in your area
nursing facilities in your Facility Daily charge

area to determine .
Nursing home:

current price ranges for
daily care. Nursing home:

Home health care agency:

Home health care agency:

Where care is received

Regardless of which plan you choose, it is also important to know
where services are covered. If you are not in the right type of
facility, the insurance company can refuse to pay.

Policies may pay for care in different places. Many policies cover
all three: nursing facilities, your home and adult day care.
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Nursing home services: In Kansas, policies are required
to cover stays in licensed nursing facilities. Currently

this includes assisted-living and residential health care
facilities licensed in the state. The average cost of nursing
home services in Kansas in 2014 was $160.00 per day, or
$58,400 per year.

Home health care: Home health care services are
provided in a person’s home by a licensed home health
agency. Covered services also may include part-time
skilled nursing care and physical therapy. Some policies
pay for homemaker services such as cooking, cleaning and
running errands. Benefits for home health tend to be less
expensive than for nursing home care. The average cost of
home health care in Kansas in 2014 was $116.00 per day,
or $42,340 per year.

Adult day care programs: Policies may provide reduced
coverage for services received in an adult day care

facility. These programs provide care on a daily basis to
individuals who do not require confinement in a nursing
home. Benefits typically include nursing care; therapeutic,
social, and educational activities; and constant supervision
because of Alzheimer’s or a similar disease. The average
cost of adult day care programs in Kansas in 2014 was
$70.00 per day, or $25,550 per year.

If you purchase a Kansas policy and plan to move out of state, make
sure the insurance company will pay for the facility in another state.
Other states license their facilities under different names or not

at all. Consult with the other state’s insurance department before
making a decision.

Average length of stay for nursing home residents

[l up to 3 months (20.0%)
[]3 - 6 months (10.0%)
6 - 12 months (14.2%)
1 - 3 years (30.3%)

3 - 5 years (12.0%)

[O5 or more years (12.0%)

SOURCE: American Association for Long-Term Care
Insurance’s 2008 LTCi Resource book

Long-term care plans
are not standardized. Be
sure you understand the
kinds of facilities your
policy will cover.
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Optional benefits
usually add to the cost
of your policy. Be sure
you understand the
benefits and what those
benefits will cost.

Every company must
offer you an inflation
protection option.

Optional provisions or riders

Optional features may be added to your policy. Most optional
features will add to the cost of your plan. Optional riders

may include inflation protection, waiver of premium charges,
nonforfeiture benefits, restoration of benefits, shared care
rider, survivorship benefit and/or waiver of home health care
elimination period.

 Inflation protection: Inflation will affect the cost of long-term
care services. For example, a nursing home that costs $70 a day
now will cost $186 a day in 20 years, assuming an inflation rate
of 5 percent a year. Providing inflation protection is an important
addition to your policy because it ensures that your policy’s value
will increase with inflation. However, it may also significantly
increase the cost of your coverage.

The added cost will depend on your age when you purchase the
policy and when you expect to use the policy. The younger you are
when you purchase a policy, the more important it is for you to
consider adding inflation protection.

Inflation benefits may be increased on either a simple or
compounded rate basis. If the inflation adjustment is simple, the
dollar amount of the increase added to the benefit stays the same
every year. However, if the adjustment is compounded, the benefit
grows by an increasing dollar amount each year because interest
grows on the principal and the interest previously earned.

For example, a $75 daily benefit that increases by a simple 5% a
year will provide $150 a day in 20 years. But if it's compounded, it
would provide $199 a day.
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Simple interest versus compound interest

Year Simple interest Compound interest
Daily benefit $75 $75
1 $78.75 $78.75
2 $82.50 $82.69
3 $86.25 $86.82
20 $150 $199

In Kansas, every company must offer you an inflation protection
option. It is your decision whether to buy the coverage. If you
refuse the coverage, you will be asked to sign a statement saying
you don’t want inflation protection. Be sure you understand what
you are signing.

Inflation protection is most commonly offered in one of two ways:
1) Benefits automatically increase each year.
2) Optional increases are offered to you on a periodic basis,
such as every three years.

Inflation protection isn’t the same as a future purchase option,
which allows you to choose to increase your benefit periodically.
Your premium will initially be lower under this option but will
increase each time you buy additional coverage.

e Waiver of premium charges: Most companies provide a waiver
of premium provision. This provision allows you to stop paying
premiums (waive the premium) once you are in a nursing home
and the insurance company has started to pay benefits. Some
companies waive the premium as soon as they make the first
benefit payment. Others wait 60 to 90 days. This provision may not
apply if you are receiving care in your home.

e Nonforfeiture benefits: If you have this benefit, some of your
premiums will be returned to you if you cancel the policy or stop
paying the premiums. A nonforfeiture benefit can add significantly
to a policy’s cost, depending on such things as your age at the time
of purchase, the type of nonforfeiture benefit offered and whether
the policy provides inflation protection. If your policy lapses
without a nonforfeiture of benefits, you may not receive any return
of premiums.

Inflation protection
helps keep your policy
benefits current with
the cost of long-term
care in your area.

Inflation protection isn’t
the same as a future
purchase option, which
allows you to choose to
increase your benefit
periodically.
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Always answer all
underwriting questions
as completely and
truthfully as possible
to avoid denial of your
claim or cancellation of
your policy.

Qualifying for coverage

Underwriting

Companies selling long-term care insurance “underwrite” their
coverage, meaning the company looks at your health and health
history before it will issue you a policy. If you do not meet the
guidelines established by the company, you may not qualify for
coverage. The Kansas Insurance Department cannot force a long-
term care insurance company to accept you and issue you a policy.

Some companies do what is known as “short-form” underwriting.
On the application for coverage, they will ask you to answer a

few questions about your health. For example, they may want to
know if you have been hospitalized in the past 12 months or have
been confined to a wheelchair. Some companies may ask for more
information, examine your current medical records or ask for a
health statement from your doctor.

No matter what kind of underwriting a company uses, it is

very important to answer all health questions as truthfully and
thoroughly as possible. If a company later learns you did not fully
disclose your health status on the application, the company could
refuse to pay your claim or could cancel your policy.

A copy of your application generally will be attached to your
policy. It's a good idea for you to review this application to be
certain you have answered all health questions truthfully and the
information you provided to the company is complete.

Pre-existing conditions

Companies may impose a waiting period for pre-existing
conditions. This means that policy benefits will not be paid for
services related to conditions which existed before you purchased
the policy. (The definition of a pre-existing condition is found

on page 7 in the “What is not covered” section.) If the company
discovers you have not disclosed a pre-existing condition on your
application, it may refuse to pay for treatment related to that
condition or it could terminate your coverage.
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Factors affecting your premium

Generally, your premium is based on the following:

Age — The younger you are when you purchase a policy, the
less you pay in premiums.

Elimination period — Premiums are less if you increase the
elimination period. The longer you can wait for benefits to
begin, the lower your premium will be. (See pages 8 and 9 for
more information.)

Benefits — A policy paying $50 a day for three years will Insurance companies
cost less than one paying $100 a day for five years. To may increase your pre-
decide the benefit amount you would like to have, multiply mium on their long-term

an estimated daily cost of care and by the number of days of

_ care policies, but only if
care for which you want coverage. P ’ y

they increase premiums

dollar amount number _ policy coverage for all policies in that
per day ofdays =~  or benefitamount class.

Other factors — Where you live, your health at the time the
policy is issued and any optional benefits you decide to add
to your policy may increase your costs.

Premiums on long-term care policies will probably increase in the
future.
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Partnership plans
provide dollar-for-
dollar asset protection
should you ever need to
apply for Medicaid.

Insurance companies may raise the premiums on their policies but
only if they increase the premiums on all policies. No individual can
be singled out for a rate increase, regardless of the number of claims
they've filed.

When companies increase their premiums, it does not mean they
will increase policy benefits.

Partnership plans

What is the Kansas Partnership for Long-Term Care?

The Long-Term Care Partnership program is a public/private
cooperative program that allows states to be designated as
Partnership states under the Deficit Reduction Act of 2005.
Insurance policies must meet the state and federal Partnership
requirements.

People who purchase qualifying long-term care policies, after
depleting their insurance benefits, may still qualify for Medicaid,
provided they meet all other Medicaid eligibility criteria.

For most people, the benefits of their private Partnership insurance
policy will provide all the care they will ever need. But, because of
the unique asset protection feature of this program, you won’t have
to impoverish yourself if you run out of insurance benefits and

still need care: Protected assets are not considered in determining
Medicaid eligibility and estate recovery.

Who benefits?

The initiative benefits consumers by protecting their assets for
their own use. Insurance companies benefit because the initiative
encourages the private funding of long-term care, and the state
benefits because Medicaid dollars are saved when Kansans fund
their long-term care needs with private insurance.

Asset protection

The Long-Term Care Partnership program provides dollar-for-
dollar asset protection. Each dollar that your Partnership policy
pays out in benefits entitles you to keep a dollar of your assets

if you ever need to apply for Medicaid services. For example, a
person with a $100,000 policy could keep $100,000 in assets
when applying for Medicaid. Without such a policy, a person would
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have to spend down all but $2,000 in assets before applying for
Medicaid.

Qualified plans

Partnership-qualified policies must be tax-qualified, contain
certain consumer protection provisions and provide inflation
protection. Policies are available from licensed insurance
professionals.

To qualify for Partnership benefits, long-term care insurance
policies must have been purchased on or after April 1, 2007.
Consumers who purchased policies prior to that date should
contact their insurance carrier to see if their policies qualify.

People who purchase Partnership-qualifying long-term care
policies may still qualify for Medicaid after depleting their
insurance benefits, provided they meet all other Medicaid-
eligibility criteria.

You can find more information about Partnership plans, as well as
a link to companies with approved Partnership endorsements, at
www.ksinsurance.org/ltc.

Partnership -

qualified policies must
be tax-qualified,
contain certain
consumer protection
provisions and provide
inflation protection.

If you already have a
long-term care policy,
check with your
insurance carrier to find
out whether your policy
qualifies.
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Section II: Long-Term Care

Insurance Shopper’s Guide

Contact Us:

Kansas Insurance
Department

Sandy Praeger,
Commissioner of
Insurance

Consumer Assistance
Hotline: 800-432-2484

Email: commissioner@
ksinsurance.org

Website:
www.ksinsurance.org

Office:
420 S.W. 9th St.
Topeka, KS 66612-
1603

Phone: 785-296-3071
Fax: 785-296-7805
TTY/TDD:
877-235-3151

Office hours are 8 a.m.
to 5 p.m. weekdays

About this guide

The plans quoted in this shopper’s guide are similar, but they
aren’t identical to each other. Companies were asked to quote a
basic plan without optional benefits, such as inflation protection
or home health care. It is important to read an outline of coverage
for each policy to determine the specific benefits provided.

Purchase age, gender and premium

Using the comparison charts on the following pages, you can find
the approximate premiums for someone your age by looking at
the column for the age nearest yours (55, 60, 65, 75, 79). All plans
were priced with a daily benefit of $100.

The rates shown are annual premium amounts. Annual rates
may be different if you pay quarterly or by automatic bank draft.
Rates in this book were accurate as of May 1, 2014. Premiums are
subject to change.

Some companies set premium rates by gender. Others may not.
Check with the company to ensure you have the correct quoted
premium for your gender.

Design the plan that’s right for you

Use the comparison shopping list at the back of this book to help
you make an informed buying decision.

Companies shown in each example throughout this
section are similar but not identical to each other
because long-term care plans aren’t standardized. The
following examples quote rates for plans with certain
benefits. All companies may not offer plans with these
specific benefits but might offer similar plans. Not all
features of each plan are listed in this guide. To learn
all of a plan’s details, read the outline of coverage for
that policy.
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Rate increase history

As a consumer, an important consideration in buying a long-term care policy is whether you can
expect your premium to increase. Generally, long-term care premiums are designed to never
change. However, this does not mean premiums are guaranteed. If a company pays more claims
than expected, the company may need to increase premiums. The following chart shows how long
a company has sold long-term care insurance and whether it has ever increased policy rates. You
may want to ask your agent about potential rate increases and pay attention to the information
provided in the comparison worksheet, particularly if the company has increased rates in the
past.

MARKETING RATE INCREASES
Yes, rates Yes, rates No rate

Began Beganin | increased increased increase
Company name nationwide  Kansas elsewhere inKansas in Kansas
Bankers Life & Casualty Co. 1972 1986 X X
Country Life Insurance Co. 1989 1998 X X
Genworth Life Insurance Co. 1974 1974 X X
John Hancock Life Insurance Co. 1987 1988 X X
Knights of Columbus 2000 2000 X
Massachusetts Mutual Life Insurace Co. 2000 2000 X
MedAmerica Insurance Co. 1992 1998 X
Mutual of Omaha Insurance Co. 1987 1987 X X
New York Life Insurance Co. 1988 1994 X X
Northwestern Long Term Care Ins. Co. 1998 1998 X
State Farm Mutual Automobile Ins. Co. 1997 1997 X X
Transamerica Life Insurance Co. 1987 1987 X X

Consumers should check with individual companies to deter-
mine whether the basic plan listed includes home health care.

Plans listed in this guide are intended to be used only as a
guide. Rates and benefit periods may have changed since this
guide was printed. Check with individual insurance companies
for the details of each of their LTC plans available.
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Company Customer Service Phone Numbers

Bankers Life and Casualty Co.

Country Life Insurance Co.

Genworth Life Insurance Co.

John Hancock Life Insurance Co. (USA)
Knights of Columbus

Massachusetts Mutual Life Insurance Co.
MedAmerica Insurance Co.

Mutual of Omaha Insurance Co.

New York Life Insurance Co.

Northwestern Long Term Care Insurance Co.

Prudential Insurance Co. of America

State Farm Mutual Automobile Insurance Co.

Transamerica Life Insurance Co.

800-231-9150
866-856-4760
888-436-9678
800-377-7311
800-214-9825
800-272-2216
800-544-0327
800-775-1000
800-224-4582
800-890-6704
800-732-0416

Contact local agent

877-532-4910
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Section III: Shopping Tips and

Other Resources

Consumer protections in Kansas

Free look

All long-term care policies must provide a “free look” period of at
least 30 days from purchase for you to review the policy features.
Be sure your policy says what you think it does. If you have
questions, ask a trusted friend or your attorney, or call the Kansas
Insurance Department. For a full refund, return the policy before
the 30 days are up. Using certified mail is a good idea but not
required.

Outline of coverage

During the sale of a long-term care insurance plan, the agent or
company is required to provide you with an outline of coverage.
Long-term care policies are difficult to compare. Use the long-term
care shopping list at the end of this book to help you compare
plans.

Third-party notification

This provision allows you to name another person (third party) who
would be notified by the insurance company if the policy is about

to lapse (terminate) because of nonpayment of the premium. The
other person can be a relative, a friend or a professional (a lawyer
or accountant, for example). This third party would then have a set
period to pay the overdue premium. This provision is especially
helpful for individuals who may be suffering from a mental
incapacity and have forgotten to pay the premium at the time when
they may need the coverage the most.

Inflation protection

Kansas insurance law requires companies to show you an inflation
benefit. You may reject or accept the offer. It's important to know
that there is an additional cost to include inflation protection.

Guaranteed renewable

Long-term care insurance policies sold in Kansas must be
“guaranteed renewable,” meaning the company may not change
policy provisions or refuse to renew as long as premiums are paid.
Guaranteed renewable does not guarantee you the same premium,
but premiums can only be raised for entire classes of policyholders.

There is no grace
period on paying your
premium. List some-
one - a nursing home
administrator,
attorney, financial
planner or neighbor-
hood friend - for the
company to call if the
policy is about to lapse
because of nonpay-
ment of the premium.
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“Guaranteed
renewable” means a
policy must be

allowed to continue

in force as long as the
premiums are paid. It
does not mean you are
guaranteed renewal at
the same premium.

No prior hospitalization required
Policies sold today are prohibited from requiring a hospital stay
prior to care in a nursing home.

Shopping tips

e If your income and assets qualify you for Medicaid, you do
not need long-term care insurance.

e Don’t wait until retirement to check on long-term care coverage
through your employer’s group insurance plan.

« Talk to several agents and companies. Compare policies.
Policies have different coverage and costs. Companies also offer
different services.

e Learn about the agent and company. Check with the Kansas
Insurance Department to make sure that any agent or company
you are considering is licensed in Kansas. Keep the agent’s and
company’s name, address and telephone number. Through the
KID website, you can find out how many complaints have been
filed about a company or how many premium rate increases the
company has had.

» Take your time. Do not be pressured into buying a policy.
Principled sales people will not rush you.

e Never buy a policy or sign something you do not understand.
Ask questions. Discuss the policy with a trusted friend, relative or
adviser before you buy.

e Never sign a blank application. Answer all questions truthfully.
An insurer can deny a claim or cancel a policy if an answer is
incomplete or inaccurate.

e When buying by mail or online, see if the company has a local
agent or a toll-free number you can call with questions.

» Make checks payable to the insurance company, never to the
agent. Never pay cash. Pay by check or money order and insist
the agent give you a receipt. Most companies require that you
receive a receipt.
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e Don’t pay premiums for more than one year at a time. If
there is no discount for an annual premium, it may be to your
advantage to pay by the quarter or by automatic bank draft.

e Don’t buy multiple policies. Generally, it is not necessary to
purchase several policies to have enough coverage. One good
policy is enough.

» Replacing an old policy: Before you buy a new policy, make
sure it is better than the one you already have. Even if your agent
has switched companies, carefully consider any changes. If you
decide to switch, make sure your new application is accepted
and the new policy is issued before you cancel the old policy. If
you cancel a policy in the middle of its term, most companies
will not return any premiums you have paid.

Kansas Life and Health Insurance
Guaranty Association

This association was created by Kansas law to protect Kansas
policyholders against financial failure of an insurance company.
The association provides a safety net of protection to Kansas
consumers and is designed to reduce consumer losses if an
insurance company becomes insolvent.

All life and health companies licensed to do business in Kansas
must belong to the association. Companies are assessed fees based
on the amount of premium written in the state. These fees are
used to make claim payments to consumers. In essence, financially
sound companies pay for losses of insolvent companies by
providing limited benefits through the association.

Kansas law defines which contracts are eligible for guaranty fund
coverage and the limitations that apply. Long-term care policies
are considered health policies. Claims payable under the guaranty
association are subject to benefit maximums. The guaranty
association is never required to pay more than the amount of

the contractual obligation of the insolvent insurance company. In
order for you to be protected by the Kansas guaranty fund, the
insurance company must be licensed to do business in Kansas.

Health insurance benefits on any one person, regardless of the
number of policies, are limited to a maximum of $100,000.

If you switch to a new
policy make sure your
new application is
accepted and the
policy is issued before
you cancel the old

policy.

The health guaranty
association provides a
safety net of
protection for
consumers if an
insurance company
goes bankrupt.
Benefits are limited to
$100,000 per

person.
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Before buying,
ask your agent:

e What types of care
are covered and in what
setting? (pages 10-11)

e How much is the daily
benefit amount and for
how many years will it be
paid? (pages 9-10)

* How long is the
elimination period? (pages
8-9)

* Does the policy have

a pre-existing condition
waiting period? If so, for
how long. (page 7, 14)

¢ What inflation protection
is offered? (pages 12-13)

e |s the policy tax-
qualified? (pages 6-7)

Covered insurance companies are required to attach a disclaimer
to their policies to notify policyholders of the limits of protection
provided in the event the insurer is declared insolvent.

Resource Directory

There are many resources available to you as a Kansas consumer.
This directory is intended to provide you with a quick reference
guide. Please keep in mind that KID is prepared to assist you with
any insurance question or problem. However, if you're unsure of
whom to call, please call our department and we will guide you
from there.

Senior Health Insurance Counseling for Kansas

(SHICK) 800-860-5260
www.kdads.ks.gov/shick/
shick_index.html

SHICK provides statewide insurance counseling through a

network of more than 300 volunteers. You can receive personal

assistance from trained volunteers. They will assist you with
questions about Medicare, Medicare supplement insurance and
long-term care policies. All services are free. Call the toll-free
number for more information.

Kansas Department for Aging and Disability

Services
Topeka, Kansas 800-432-3535
www.kdads.ks.gov

KDADS provides many programs and services for Kansas

seniors. Services include, but are not limited to, nutrition and
meal programs, home health care, homemaker services, housing,
transportation, respite care, support groups, case management,
and information on long-term care. Services are available through

11 area agencies on aging.

Medicare claims service

By phone: 800-MEDICARE (1-800-633-4227)
TTY: 877-486-2048

On the web: www.medicare.gov
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Kansas Foundation for Medical Care (KFMC)

Topeka, Kansas 785-273-2552 or 800-432-0407
www.kfmc.org

KFMC provides independent medical review and monitoring of

Medicare payments. You have a right to proper diagnosis and

treatment under Medicare. KFMC will act on your behalf to protect

your rights, especially relating to hospital stays and treatment.

These services are free to Medicare beneficiaries.

Other important information

Client Assessment, Referral and Evaluation (CARE)

Everyone seeking nursing facility care must receive a CARE
assessment before admission.
e The assessment is free.
[t takes about an hour.
e It provides an evaluation of your health and ability to
perform normal daily activities.
e The evaluation is used to determine kinds of services you
need and where to find those services.
e Your local Area Agency on Aging will help you obtain the
assessment.

Selecting a nursing facility

When you are faced with selecting a nursing facility, take the
following steps:

e Ask to see the most recent state survey report. Nursing
facilities are required by law to let you see a copy of the
most recent state survey report. The report will contain
information on areas of care where the facilities did not
meet the state and federal regulations and standards.

 Visit the nursing facility at least twice: one scheduled and
one random visit.

e Collect as much information as possible. A good resource
on the kinds of questions to ask is a free publication from
Medicare, “The Guide to Choosing a Nursing Home.”

To get a copy, call 800-MEDICARE (633-4227) or visit
www.medicare.gov.

Nursing home

comparisons
www.medicare.gov

On the homepage,
click on “Find nursing
homes” on the left
side menu, then type
in your ZIP code or city

and state
« Locate nursing homes
in your area
« Review current
inspection reports
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Comparison worksheet

Policy features and benefits

Company 1

Company 2

Company 3

Current policy

Price: How much would you pay
each month or year?

Daily benefit limits: How much
will the policy pay for each day
of care in a nursing home?

for home health care?

for adult day care?

Benefit period: How many
years will the policy pay for
nursing home care?

for home health care?

Elimination period: How many
days will you wait before the
policy starts paying?

What is the maximum lifetime
benefit for nursing home care?

for home health care?

What qualifies you for benefits:
» Doctor’s certification?

« I[nability to perform
activities of daily living
(ADLs)?

e Prior hospital stay
(home care)?

 Prior hospital stay
(nursing home)?
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Policy features and benefits

Company 1

Company 2

Company 3

Current policy

Inflation protection: How

will the benefit keep up with
inflation? What will be the daily
benefit 10 years from now?

Home health care coverage?

Pre-existing condition waiting
period?

Health screening: Can a
company reject your application
because of poor health?

Exclusions: What isn’t covered
(other than standard exclusions
allowed by law)?

Miscellaneous benefits:
e Waiver of premium

e Nonforfeiture

e Discount when husband
and wife buy together

e Other

The company:
e How long has it been selling
long-term care insurance?

e [sitlicensed to sell in Kansas?

e Do you know anyone who has
long-term care insurance with
this company?




Kansas
Insurance
Department

Sandy Praeger,
Commissioner of [nsurance

Consumer Assistance Hotline: 800-432-2484
Email: commissioner@ksinsurance.org
Website: www.ksinsurance.org
Office: 420 S.W. 9th St.

Topeka, KS 66612-1603
Phone: 785-296-3071
Fax: 785-296-7805
TTY/TDD: 877-235-3151



