
 

 

 

What is long-term care? 

Long-term care refers to the ongoing services and  
support needed by people who have chronic health  

conditions or disabilities. There are three levels of  
long-term care: 

• Skilled care: Generally round-the- 
clock care that's given by profes-
sional health care providers such as 
nurses, therapists, or aides under a 
doctor's supervision. 

• Intermediate care: Also provided by 
professional health care providers 
but on a less frequent basis than 
skilled care. 

• Custodial care: Personal care that's 
often given by family caregivers, 
nurses' aides, or home health workers who provide assis-
tance with what are called "activities of daily living" such 
as bathing, eating, and dressing.  

Long-term care is not just provided in nursing homes--in fact, 
the most common type of long-term care is home-based care. 
Long-term care services may also be provided in a variety of 
other settings, such as assisted living facilities and adult day 
care centers. 

 

Why is it important to plan for long-term care? 

No one expects to need long-term care, but it's  
important to plan for it nonetheless. Here are two  

important reasons why: 

The odds of needing long-term care are high: 

• Approximately 40% of people will need long-term care at 

some point during their lifetimes after reaching age 65* 

• Approximately 14% of people age 71 and older have Alz-
heimer's disease, a disorder that often leads to the need 
for nursing home care** 

• Younger people may need long-term care too, as a result 
of a disabling accident or illness 

The cost of long-term care is rising: 

Currently, the average annual cost of a 1-year nursing home 
stay is $68,255* and in many states the cost is much higher. In 
the future, long-term care is likely to be even more expensive. 
If costs rise at just 3% a year (a conservative estimate), in 20 
years, a 1-year nursing home stay will cost approximately 
$123,276.  

*National Clearinghouse for Long-Term Care Information, U.S. 
Department of Health and Human Services, 2008  

**Alzheimer's Association, 2008 

Doesn't Medicare pay for long-term care? 

Many people mistakenly believe that Medicare, the fed-
eral health insurance program for older Americans, will 
pay for long-term care. But Medicare provides only lim-

ited coverage for long-term care services such as skilled nurs-
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The Rising Cost of Long-Term Care 
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Plan now 

Understandably, many people put off planning for 
long-term care. But although it's hard to face the fact 
that health problems may someday result in a loss of 
independence, if you begin planning now, you'll 
have more options open to you in the future. 
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ing care or physical therapy. And although Medicare provides 
some home health care benefits, it doesn't cover custodial 
care, the type of care older individuals most often need. 

Medicaid, which is often confused with Medicare, is the joint 
federal-state program that two-thirds of nursing home  
residents currently rely on to pay some of their long-term care 
expenses. But to qualify for Medicaid, you must have limited 
income and assets, and although Medicaid generally covers 
nursing home care, it provides only limited coverage for home 
health care in certain states. 

Can't I pay for care out of pocket? 

The major advantage to using income, savings, invest-
ments, and assets (such as your home) to pay for long-
term care is that you have the most control over where 

and how you receive care. But because the cost of long-term 
care is high, you may have trouble affording extended care if 
you need it.  

Should I buy long-term care insurance? 

Like other types of insurance, long-term care insurance 
protects you against a specific financial risk--in this case, 
the chance that long-term care will cost more than you 

can afford. In exchange for your premium payments, the insur-
ance company promises to cover part of your future long-term 
care costs. Long-term care insurance can help you preserve 
your assets and guarantee that you'll have access to a range 
of care options. However, it can be expensive, so before you 
purchase a policy, make sure you can afford the premiums 
both now and in the future. 

The cost of a long-term care policy depends primarily on your 
age (in general, the younger you are when you purchase a 
policy, the lower your premium will be), but it also depends on 
the benefits you choose. If you decide to purchase long-term 
care insurance, here are some of the key features to consider: 

• Benefit amount: The daily benefit amount is the maximum 
your policy will pay for your care each day, and generally 
ranges from $50 to $350.  

• Benefit period: The length of time your policy will pay 
benefits (e.g., 2 years, 4 years, lifetime).  

• Elimination period: The number of days you must pay for 
your own care before the policy begins paying benefits 
(e.g., 20 days, 90 days).  

• Types of facilities included: Many policies cover care in a 
variety of settings including your own home, assisted liv-
ing facilities, adult day care centers, and nursing homes.  

• Inflation protection: With inflation protection, your benefit 
will increase by a certain percentage each year. It's an 
optional feature available at additional cost, but having it 
will enable your coverage to keep pace with rising prices. 

Your insurance agent or a financial professional can help you 
compare long-term care insurance policies and answer any 
questions you may have. 
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Tax breaks for long-
term care insurance 

You may be able to  
offset part of the cost of 
long-term care  
insurance by claiming a 
tax deduction on your  
federal income tax  
return if your policy is 
tax qualified (and nearly 
all policies sold today 
are). As this chart 
shows, the amount you 
can deduct depends on 
your age. The deduction 

for long-term care insurance premiums is part of the 
medical expense deduction, so you must itemize, and 
your unreimbursed medical expenses (including your 
long-term care insurance premium) must be more than 
7.5% of your adjusted gross income. Many states also 
offer deductions or credits for purchasing long-term 
care insurance. 
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Age Deduction Limit 

40 or under $320 

41-50 $600 

51-60 $1,190 

61-70 $3,180 

71+ $3,980 

Deductions for Long-
Term Care Insurance 

Premiums: 2009 

September, 2009
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Janney Montgomery Scott LLC Financial Consultants are available to discuss the suitability and risks involved with various products 
and strategies presented. We will be happy to provide a prospectus, when available, and other information upon request.

Please note that the information provided includes reference to concepts that have legal, accounting and tax implications. It is not to 
be construed as legal, accounting or tax advice, and is provided as general information to you to assist in understanding the issues 
discussed. Neither Janney Montgomery Scott LLC nor its Financial Consultants (in their capacity as Financial Consultants) give tax, 
legal, or accounting advice. We would urge you to consult with your own attorney and/or accountant regarding the application of the 
information contained in this letter to the facts and circumstances of your particular situation.

Janney Montgomery Scott LLC, is a full-service investment firm that is a member of the NYSE, the FINRA and SIPC.
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