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PLAIN TALK ABOUT LONG-TERM CARE INSURANCE





F A C I N G  T H E  F U T U R E

We have ways to plan for our retirement, through savings plans and investment
strategies. We buy health insurance to guard against possible medical
emergencies. We provide for our loved ones in the event of our death or
disability through various types of life and disability insurance. But what about
the possibility that we or someone we love might need long-term care?

Long-term care insurance can be a valuable tool in planning for the future.
It offers protection that can help cover costs if the need arises for nursing
home, home care and many other related services. However, long-term care
insurance is not for everyone. Sometimes people shouldn’t buy and insurers
shouldn’t sell. It’s up to you to decide the difference.

This booklet was prepared to offer plain talk about long-term care
insurance. It is not designed to sell something you might not need.
Instead, it provides the facts and puts before you tough questions that
must be faced before you can make the right decision. 

1 “Living Long Has its Benefits, and its Costs,” San Diego Daily Transcript, Sept. 2003.
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AFTER THE AGE OF 65, AMERICANS HAVE MORE THAN A 70%
CHANCE OF NEEDING SOME FORM OF LONG-TERM CARE.1



LONG-TERM CARE INSURANCE: TO BUY OR NOT
TO BUY?

Older Americans are living longer and living better than ever before. But that
doesn’t necessarily mean people are living healthier. The annual cost of a
nursing home stay is approximately $61,000.2 Home care can also be very
costly. The average hourly rate for a Home Health Aid is $18 an hour.3

It is impossible to determine whether you will need care, or how extensive that
care might be. What is possible is to recognize the potential financial risk. As
with other risks, it might be wise, if appropriate, to purchase insurance to
mitigate that risk.

Only you can be the judge. But before you do, know the facts. This booklet will
give you some guidelines to help you decide if you want to take the next step,
which would be a meeting with your agent or financial advisor to discuss
benefits and options of long-term care insurance. 

In brief, we’ll highlight these important issues that form the foundation of sound
decision-making:

■ Suitability – whether what long-term care insurance has to offer coincides
with your needs. 

■ Affordability – it’s not just whether you can afford to purchase long-term
care insurance, it’s whether you can afford the right insurance for you. 

■ Identifying – the type of service you may need and/or want.

■ Inflation Protection – an important consideration in planning for the future.
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2 Prudential Financial Long-Term Care Cost Survey, January 2004.

3 Ibid.

MANY OF US DO NOT WANT TO FACE THE POSSIBILITY THAT WE
OR SOMEONE WE LOVE WILL EVER NEED LONG-TERM CARE. 



S U I T A B I L I T Y

IS LONG-TERM CARE INSURANCE APPROPRIATE
FOR YOU?

Long-term care insurance is complex, and it’s important to know all the issues
involved. But there are three instances when special consideration is necessary.
These are:

■ when you already have a long-term care insurance policy, or

■ when you’re not sure if you can afford it, and

■ when you’re not sure which coverage may be appropriate.
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IF YOU ALREADY HAVE A POLICY 

If you already have a long-term care insurance policy, there are instances when it
may be prudent to:

■ replace that policy, or 

■ supplement it with an additional policy.

Replacing your policy 

Some older long-term care policies have limitations, such as a mandatory
hospital stay, or they may cover little or no home care. As the times have
changed, newer policies have dropped these limitations. Older policies may
not be worth holding, and you may want to start over by purchasing better
coverage.
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APPROPRIATENESS REFERS TO SELECTING COVERAGE THAT
WILL PROVIDE PROTECTION THAT IS SUITABLE FOR YOU.



Be cautious 

If you replace a policy, you could lose benefits you may have built up over
time. Also, remember that insurance premiums are based on age. And as you
are now older, and your health might have changed, consider the following:

■ The premium for benefits similar to those in your old policy might be higher.

■ You may be uninsurable or insurable only at a higher risk.

Consequently, starting over is usually a better idea for those who are younger
or who have held their policy for a shorter period of time.

Supplementing your policy

Another option is to purchase a new policy to supplement the old coverage.
The goal here is to retain benefits and keep your advantage of having bought
at a lower age.

Be cautious 

Some insurance policies contain a coordination of benefits clause. This prevents
one carrier from paying anything except that which is left over after the other
carrier has paid. For example, let’s say that you had two policies, each covering
up to $100 per day in a nursing home. If the cost of care is $150, one policy
might pay $100, but the other will pay only $50. Therefore you may have
overpaid in premiums by having two $100 per-day programs. A better idea may
be to increase your daily benefit under the old policy.

AFFORDABILITY

The question “Can I afford this?” is never a simple one. We try to balance the
things we need and the things we want rationally, but many of our financial
decisions are not really based on dollars and cents. 

This is especially true with long-term care insurance. Many of us do not want
to face the possibility that we or someone we love will ever need such
assistance. And because the need for long-term care may seem unpleasant and
far away, we may dismiss long-term care insurance as unnecessary, or, too
expensive.

However, as we noted earlier, the probability and financial risks of long-term
care are very real. While affordability is often a valid concern, it’s sometimes
a matter of setting priorities, and setting priorities requires that we be honest
with ourselves.
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TWO SCENARIOS 

Sam says he can’t afford long-term care insurance, even though premium
payments would not affect the household expenses or his children’s education.
They would however, make paying for a second ski trip more difficult. Anyway,
Sam doesn’t think he’ll ever need long-term care. 

Clearly, Sam has his priorities. But has he made his decision with a complete
knowledge of all the facts? Perhaps he needs more information about the risks,
personal and financial, associated with long-term care.

Karen believes strongly in self-reliance and planning. Although she doesn’t
have many assets, she is worried that if she needs long-term care she won’t be
able to get any. She wants to buy long-term care insurance, but it will make a
big dent in her budget. She decides she can scrape the money together if she
forgoes her one-week vacation and cuts her food budget just a little bit.

Karen’s independence is admirable, but her sacrifices are extreme. Giving up
her vacation is questionable and cutting her food budget is excessive. Like
Sam, she may not be basing her decision on a clear examination of the facts.
Sam might have been too unconcerned, but Karen may need more information
to make a sound decision.
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APPROPRIATENESS 

In judging affordability, appropriateness must also be taken into account.
Appropriateness refers to selecting coverage that will provide protection that is
right for you. However, before you can determine what is right, you must
identify your goals in purchasing long-term care insurance.

Defining the goals 
When most people purchase long-term care insurance they have two main goals: 

■ to protect some, most, or all assets, and/or 

■ to protect choice as long as possible.

Protecting assets
Long-term care insurance is often associated with asset protection. There is a
risk that a patient might impoverish him or herself by paying for long-term care
out-of-pocket. Sam, from our earlier example, has a house and savings he’d
like to leave to his family, but these assets would be at risk should he need long-
term care. 

Protecting choices
Assets are not the only things you may want to protect. Karen, from our other
example, has few assets and no close family. Where there are few assets or no
need to protect assets, it might be reasonable to simply accept the risk. If long-
term care is necessary and the cost exceeds available assets, there are public
programs that may assist in payment for long-term care. However, long-term care
insurance also helps protect choices. Public programs, such as Medicaid, will in
most cases dictate the type, amount, provider and location of long-term care. If
choice is important to you, long-term care insurance may still be a good idea
even if asset protection is not your primary goal.
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CONSIDER WHETHER YOUR SPOUSE OR CHILDREN WILL HAVE
THE TIME AND PHYSICAL ABILITY…WHEN CARE MIGHT BE
NEEDED.



Reaching the goals 
Your exact goals are unique to you. In general, appropriate insurance should,
within a reasonable degree of certainty, provide sufficient coverage. What is
sufficient for you should achieve your objectives to the extent anticipated at
purchase, usually not more, and with careful planning, not less. It is the price
of the policy that meets your expectations – an appropriate policy – that should
be used to determine affordability. 

ANOTHER SCENARIO MIGHT HELP PUT THIS INTO
PERSPECTIVE

As we noted earlier, ideally, the appropriate policy covers the amount
needed, not more, not less. 

Mary is considering a policy that will pay $100 a day for nursing home care,
which makes sense if nursing home care in Mary’s geographic area averages
that amount. However, if local costs are more like $200 a day, the policy she
is considering will not provide the coverage she needs. Even if the policy is
affordable, the coverage it provides is not appropriate. 

If Mary buys a policy that will pay $200 a day for nursing home care, and
care in her area averages $100 a day, she may be over buying and paying
more in premiums than she needs to. An appropriate policy might be much
more affordable.

INFLATION HAS AN IMPACT

Aside from the cost of care in her area, Mary needs to think about inflation.
When she buys a long-term care insurance policy, she is buying services in the
future. And like just about anything else we buy, the price will probably go up
in the future. Remember when a loaf of bread cost ten cents? Mary must
purchase coverage based on the cost when services might be needed, not
what they cost today. 
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WHAT WE WANT AND WHAT MAY BE POSSIBLE…MAY NOT
ALWAYS COINCIDE.



THE RIGHT SERVICE MIX

It’s not just the dollar amount of coverage Mary needs to consider: she also
needs to think about the kind of care her insurance policy should cover in order
to be appropriate. 

Long-term care services are generally categorized by where they are provided:
Facility Care (nursing home, assisted living/residential health care facility, etc.)
or Home Care (personal care services, home health care, adult day care, etc.).
Some long-term care policies cover only one type of care and some cover both.
Assuming that long-term care will take place only in a nursing home is as
unrealistic as assuming that only home care will be needed. What we want and
what may be possible (and medically necessary) may not always coincide.
Remember, no one can predict the future and when choosing a policy, it is wise
to plan for any eventuality.

Most people prefer to receive long-term care at home, but certain factors can
affect your chance of remaining in the community. The ability to stay at home
depends on the relationship of the individual’s need for assistance to the
availability of caregivers. Caregivers can be formal (paid professionals) or
informal (unpaid family and friends), but combined they must cover all the
hours the patient needs assistance. The fewer informal caregiver hours
available, the higher the need for formal care and the higher the cost of home-
based care. In fact, there may be a time when care at home could cost more
than a nursing home. Those with less informal support and limited funds could
have trouble financing the formal care necessary to remain at home. The same
person with greater informal support might be able to manage it. Even if it
appears that the necessary informal support is available, there are other
considerations. Will that support system always be there? What is the true
extent of assistance that will be available? 

9



Assessing potential informal support 
An honest appraisal of the following could have a profound effect on your
future and that of your loved ones: 

■ Ask yourself how much responsibility your potential informal caregivers (friends
and family) could realistically take on. Remember, you are not questioning their
loyalty or dedication.

■ Consider what you’d like them to do. Be honest in assessing their abilities and
limitations.

■ Ask yourself how much you want to rely on them.

■ Consider whether your spouse or children will have the time and physical
ability that might be required at the future date when care might be needed.

Plan for all possibilities
Assuming that long-term care will take place only in a nursing home is as
unrealistic as assuming that only home care will be needed. Remember, no one
can predict the future and it is wise to plan for any eventuality.

Keeping pace with inflation 
Just like most everything else we buy, the price of long-term care will probably
go up in the future. Coverage should be purchased based on the cost of
services when they might be needed, not what they cost today. Inflation
protection can help you keep pace with the rising costs of health care services
and maintain the worth of your insurance. 

When determining which option to choose, you should consider how far into the
future your need for long-term care may arise. The further in the future, the greater
the potential effect of inflation on the cost of care. And, although the need for
long-term care can happen at any age, probabilities rise as we grow older. That’s

10

4 C.C. Cannuscio, C. Jones, I. Kawachi, G.A. Colditz, L. Berkman, and E. Rimm,
“Reverberation of Family Illness: A Longitudinal Assessment of Informal Caregiver and
Mental Health Status in the Nurses’ Health Study,” American Journal of Public Health, 2002;
92:305-1311.

FAMILY CAREGIVERS WHO PROVIDE CARE 36 OR MORE
HOURS WEEKLY ARE MORE LIKELY THAN NON-CAREGIVERS 
TO EXPERIENCE SYMPTOMS OF DEPRESSION AND ANXIETY.
FOR SPOUSES THE RATE IS SIX TIMES HIGHER; FOR THOSE
CARING FOR A PARENT THE RATE IS TWICE AS HIGH.4



why the younger you are, the more inflation protection you may want.
Prudential’s long-term care insurance, LTC3SM, offers five* different inflation
protection options.

Know your care options 
Many people think that since they have a health plan that they have long-term
care coverage. But because long-term care is generally not considered medical
care, traditional health insurance plans won’t pay for it.

Long-term care is the largest unfunded liability in the United
States.5

It’s easy to confuse disability income insurance with long-term care insurance.
Disability income insurance is designed to help replace lost income while
actively employed and generally, that coverage will end at age 65 or upon
retirement. Disability income insurance was never intended to cover the
duration and high cost of long-term care. 

Medicare mainly covers skilled care after you have been hospitalized for at
least three days and generally does not cover personal or home care services.
Medicare was not designed to pay for extended long-term care and should not
be counted on as a resource.

If you do not plan for your long-term care, it is likely that you will end up on
Medicaid. It is the most common source of public assistance for long-term senior
care. Medicaid is a federal-state health insurance program that pays benefits for
nursing home care for those who are very poor. Medicaid dictates the type,
amount, and location of care and can only rarely be used for an assisted
living/residential health care facility or home care. To qualify, individuals must use
up (or “spend down”) their assets and meet a strict income test—usually $2,000.
In other words, Medicaid is available, but only when a person is destitute.

* Options vary by state.

5 Molly Butler Hart, “A Market Dawns for Long-Term Care Coverage,” IA Magazine.com, 
Apr. 2002, p. 1.



Now it’s time for you to decide
By now, you have some more information about the importance of long-term
care insurance and how it works. But only you can determine whether it is
right for you. If you do decide to take the next step, then you probably want
to meet with a financial professional to discuss your specific long-term care
insurance needs. Someone who has the knowledge, experience and expertise
to help you develop a plan. We hope this brochure “Plain Talk” has helped
to get you on the right track toward understanding your long-term care options
and solutions.
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REMEMBER, NO ONE CAN PREDICT THE FUTURE AND IT IS 
WISE TO PLAN FOR ANY EVENTUALITY.



POLICY EXCLUSIONS

This is a general list of exclusions, however, state variations may apply.
Please see the Outline of Coverage for a complete listing of exclusions which
apply to your state of residence. Your Policy is designed to provide benefits
to pay for your Qualified Long-Term Care Service needs. Benefits will NOT
be payable if any of the following situations apply:

1 Illness, treatment or medical conditions arising out of

a) War or an act of war, whether declared or undeclared, while you are
insured; or

b) Your participation in a felony, riot or insurrection; or

c) Alcoholism and drug addiction.*

2 Treatment provided in a government facility, unless payment of the charge is
required by law or services provided by any law or governmental plan under
which you are covered. This does not apply to a state plan under Medicaid
or to any law or plan when, by law, its benefits are excess to those of any
private insurance program or other non-governmental program.

3 Charges for services or supplies for which no charge would be made in the
absence of insurance.

4 Charges for care or treatment provided outside the United States except as
described in the International Coverage benefit.

5 Charges for expenses reimbursable under Medicare or for expenses that
would be reimbursable under Medicare but for the application of a deductible
or coinsurance amount. 

6 Benefits under your policy may be reduced if Prudential also pays benefits
for Eligible Charges under any other Prudential Individual Long-Term Care
Insurance Policy.

* In Louisiana benefits would not be payable for treatment of alcoholism and
drug addiction.


