Long Term Care Insurance for

Forest Ridge School of the Sacred Heart Employees

Is It Affordable?

www.lehmannwood.com/ForestRidge   
1)  LTC insurance makes sense. 
Over half of us will need long-term care services at some point during our lifetime. Neither employer-sponsored medical coverage nor Medicare will pay for long-term care beyond very short-term recuperative care. You are responsible for any LTC costs you incur. Facility care can easily exceed $85,000 a year and home care can easily reach $40,000 a year. 

According to the Health Insurance Association of America, you have a 1 in 1200 chance of losing your home to fire, a 1 in 240 chance of totaling your car, but you have a 1 in 2 chance of needing LTC during your lifetime.

For all these reasons, enrolling in LTC insurance makes good financial sense. However, are LTC insurance premiums affordable? 

2) LTC Coverage is affordable for most employees. 

Myth:    LTC insurance is too expensive. 
Reality: Long-term care is expensive, long-term care insurance is not. Regardless of your age at

              enrollment, the total amount of premiums you pay during your lifetime will always be      less than the cost of two months in a nursing facility. 

Myth:    The monthly premium won't fit in my monthly budget and therefore I can't afford 

              LTC insurance.
Reality: LTC insurance is not designed to protect your income. You will continue to receive 

              income even if you are receiving LTC services. Prior to age 65 you have your monthly income as an employee, which would be partially replaced by your disability insurance if you can't work. In retirement, you will get social security, investment income from your 401k and likely investment income from other savings. 

LTC insurance is designed to protect the savings and assets you spend a lifetime accumulating and that you count on to generate income in retirement. If the premiums don't fit into your monthly budget, you may need to take them from your savings. Usually, premiums are less than 1 or 2% of most employees’ total net worth. Employees that pay LTC premiums from their savings reason that it makes sense to spend 1-2% of their net worth each year to protect the other 

98-99% of net worth from an LTC event that has a 50+ % chance of occurring at some point in their lifetime. 
                                                                  

Myth:    I'll invest the premiums instead and this will be an adequate LTC fund. 
Reality: Each employee has the opportunity to design their coverage to fit their own, unique 
circumstances.  Here’s just one example - The monthly rate for coverage with a $3000 per month, 3 year benefit with inflation protection included for a married 50 year old employee is $67.60 or $811.20 a year. Employees that enroll in that plan have immediate access to $108,000 in benefits should they need long-term care in the near term. If they don't need care until age 85, they will have gradually spent just $28,392 in total premium over 35 years, but their maximum lifetime benefit will have grown to over $430,000! 

Other employees may decide to invest the $$67.60 a month in a mutual fund instead. Thirty-five years later at age 85, this $28,392 may grow to $75,000, $100,000 or even $150,000, but it likely will never come close to matching the over $430,000 their benefits will have grown to over that same 35 years. Should these same employees need care at age 52, they would only have about $1600 in their long-term care fund. $1600 won't buy much long-term care. 

Myth:    I'll wait 10 years and then apply for LTC insurance. Think of all the money I'll 
              save in the meantime.
Reality: Rates are based on your age the day you apply. A 50 year old employee would pay 

              $67.60 a month for the example above. If she needs care at age 85, she would have paid $28,392 in total premium over 35 years. 

If that same employee waits until age 60 to enroll, the plan above would cost $99.20 a month at age 60. However, the cost of care will have increased during this same 10 year period, so the now 60 year old employee who waited 10 years must buy 50% more coverage to catch up. This makes the monthly premium about $148.80 a month. If she needs care at age 85, she would have paid $44,640 in total premium over 25 years. 

Yes, she would have saved 10 years of premium by waiting 10 years, but she'll spend $16,248 more by age 85 than she would have if she had enrolled at age 50! 

Regardless of your current age, it is always less expensive in the long run to enroll sooner rather than later. In addition, if you wait to enroll, you run the risk that you may develop a new medical condition that could make you ineligible for coverage. 

Open enrollment for Forest Ridge School of the Sacred Heart employees ends on March 26, 2010. 

You can learn more about John Hancock’s LTC options for Forest Ridge School of the Sacred Heart employees by visiting www.lehmannwood.com/ForestRidge 

Questions?  Call David Johnson or Kitty Meredith at 425-861-8700 or send an email to david@lehmannwood.com or meredkm@aol.com. 








