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You are only one choice away from
changing your life and the lives of
those you love.
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Welcome to One Choice


Facing the iIssue — What Is long-term care?*
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Referred to as custodial Not necessarily nursing Requiring assistance with
care, long-term care, or home care — most activities of daily living
extended health care prefer home health care (ADLs) — or a severe
if given the option cognitive impairment.
Bathing Transferring
Eating Toileting

Dressing Continence

The goal of long-term care is not to cure an illness, but to give an individual an optimal level of functioning. Long-term care includes a
variety of medical, social, personal, supportive and specialized services needed by those who have lost some capacity for self-care

because of a chronic illness or disabling condition.

* In OR convalescent care
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What is Long-Term Care?
Individuals need long-term care when a chronic condition, trauma, or illness limits their ability to carry out basic self-care tasks, called activities of daily living (ADLs), (such as bathing, dressing or eating), or instrumental activities of daily living (IADLs) (such as household chores, meal preparation, or managing money). Long-term care often involves the most intimate aspects of people’s lives—what and when they eat, personal hygiene, getting dressed, using the bathroom. Other less severe long-term care needs may involve household tasks such as preparing meals or using the telephone.

The goal of long-term care is not to cure an illness, but to give an individual an optimal level of functioning. Long-term care includes a variety of medical, social, personal, supportive and specialized services needed by those who have lost some capacity for self-care because of a chronic illness or disabling condition.




Facts & Figures

National average cost of care in 2020

Adult Day Health Care |$1,603 month / $19,236 annual

Assisted Living Facility $4,300 month / $51,600 annual

Homemaker Health Aide $4.576 month / $54,912 annual

Nursing Home Care — semi-private room | $7,756 month / $93,072 annual

Nursing Home Care — private room $8,821 month / $105,852 annual

Source: Genworth 2020 Cost of Care Survey https://www.genworth.com/aging-and-you/finances/cost-of-care.html. 02/12/21

3


Presenter
Presentation Notes
Read costs:
The average cost for one year in a private room in a nursing home was over $105,000 in 2020.
Keep in mind that averages are middle-of-the-road projections.  Half of people will need less, while the other half will need more.





Facts & Figures

oooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

oooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

1. “How Much Care Will You Need?” LongTermCare.gov. U.S. Department of Health and Human Services. https://longtermcare.acl.gov/the-basics/how-
much-care-will-you-need.html. Last modified 10/15/2020. 2. Alzheimer’s Association. 2020 Alzheimer’s Disease Facts and Figures. Alzheimer’s

Association. https://www.alz.org/media/Documents/alzheimers-facts-and-figures.pdf
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As we start to build a solution that best fits the needs, it is important to understand some averages. It is also important to understand  that averages don’t always tell the entire story and these figures don’t take into consideration needs and/or costs that might start in the home. 

The average length of LTC for men is 2.2 years, however, that average increases to 3.9 years after the first year of care.

As for women, the average length of LTC is 3.7 years, however, once again that average increases after the first year of care.  In this case to 5.2 years.

And lastly, one of the most important statistics on LTC may be the average length of an LTC event for someone diagnosed with Alzheimer’s: 8 years.  And remember, that’s just the average Alzheimer’s claim






Company

Largest claim (Male)

14 years, 2 months
19 years, 3 months
16 years, 2 months
15 years, 8 months

14 years, 3 months
15 years, 4 months

13 years, 2 months

Total cost

$2,276,381
$2,205,800
$2,091,083
$1,700,000

$1,461,256
$1,413,934
$1,179,502

Facts & Figures

Largest claim (Female)

16 years, 6 months
15 years, 4 months
9 years, 10 months
14 years, 6 months

11 years, 7 months
15 years, 6 months

18 years, 1 month

Total cost

$2,329,333
$2,636,417
$1,727,594
$2,000,000

$2,012,385
$1,499,601
$1,316,417

Source: http://www.aaltci.org/long-term-care-insurance/learning-center//ltcfacts-2019.php#2019end. November 2019
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With five of the seven carriers, men met or exceeded the length of claim for women, with each exceeding a million dollars! Planning for the average would’ve only covered a fraction of the cost. The belief that average lengths of care are sufficient could create one of the most devastating financial decisions in life.





Facts & Figures

Higher demand Longer life spans
Number of people 2 Life expectancy
needing care at the increases can result in
same time higher costs

Family dynamics Government
Who is providing care What programs will be

now? available? Who will qualify?
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1.  Higher demand. As our population ages, demand for long-term care services could increase.  Higher demand often leads to higher costs.
2.  Longer life spans. Advances in medical technology are helping us live longer, but as access to these new technologies increases so can the cost to use them.
3.  Family dynamics. Most parents don’t want their children putting their lives on hold to provide care.  And if they did, will the care responsibilities be spread equally among the children?  Probably not.
4.  Government. Which of today’s programs will be available in the future? Who will qualify, and how?




Facts & Figures

6.2 million 12.7 million

Americans age 65+ Americans 65+
that have Alzheimer's projected to live with
disease in 2021 Alzheimer's by 2050

Source: 2021 Alzheimer’s Disease Facts and Figures. Alzheimer’s Association.
https://www.alz.org/media/Documents/alzheimers-facts-and-figures.pdf. Published 2021.
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There were an estimated 6.2 million Americans age 65+ with Alzheimer’s in 2021.

These numbers will increase rapidly in the coming years due to the Baby Boomer generation.  By 2050, the numbers are expected to nearly triple from 6.2 million to 12.7 million.

New treatments for common ailments like heart attack and high blood pressure are being discovered and are helping Americans live longer lives.  But since there are few treatments and no cure for Alzheimer’s, living longer lives can make preparing for retirement difficult.




Facts & Figures

An American turning 65 today has
70% an almost 70% chance of requiring
LTC services In their lifetimes.

oooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

O And of those needing care, 20% wiill
20 /O need it for longer than five years

Source: https://acl.gov/ltc/basic-needs/how-much-care-will-you-need. Last modified: 02/18/2020
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An American turning 65 today has nearly a 70% chance of requiring some form of long-term care services in their lifetimes.

And of those needing care, 20% will need it for longer than five years.



You may not need care,

but If you do...

how will it affect your family?
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My first question is, you may not need care, but if you do….how will it affect your family?


Potential Iimpact on spouses

Emotional impacts:

Depression
Mourning loss of previous life

Physical challenges:

EXxcess stress
Poor sleep, increased blood pressure, weight gain or loss, headaches, etc.
Trouble physically helping due to size difference

Financial impacts
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Potential decline in retirement assets due to paying for spouse’s care
Budget adjustments due to increased spending on long-term care monthly bills
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Emotional impacts: Spousal caregivers may be likely to experience depression at an even higher rate than those for whom they care. Caregivers may feel as though they’re adjusting to taking care of an entirely different person, especially with diagnoses like dementia, which can leave caregivers mourning the loss of their previous lives with their husbands or wives.

Physical challenges:  Emotional strain can have an undeniable impact on physical well-being. Excess stress can lead to poor sleep, increased blood pressure, weight gain or loss, headaches or any other wealth of symptoms. 

Aside from physical conditions that negatively affect health, physical challenges may present themselves in other ways. For example, wives may have trouble physically helping their husband move around the home due to a sheer difference in weight and size, while husbands may find that their own physical conditions make it difficult to help their wife with mobility.



Potential impact on adult children

Emotional impacts:

Caregivers may suffer from increased depression and stress.
More likely to have substance abuse or dependence, and chronic disease.
They describe feeling frustrated, angry, drained, guilty or helpless as a result of providing care.

Physical challenges:

Caregivers are in worse health.
Caregivers have lower levels of self-care.

Lifestyle challenges:
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Potential for marriage strain due to amount of time taking care of parent
Financial losses due to potentially putting career on hold
Less time in raising their own children

Source: https://www.caregiving.org/caregiving-in-the-us-2020
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Presentation Notes
Both caregiver depression and perceived burden may increase as the care receiver's functional status declines. Thus, higher levels of clinical depression are attributed to people caring for individuals with dementia.

Some 36% of caregivers report high emotional stress. They also describe feeling frustrated, angry, drained, guilty or helpless as a result of providing care. 48% of caregivers who had no choice in providing care feel a high amount of emotional stress. Those caring for a relative more often feel high emotional stress 38% than do those caring for a non-relative 23%.

About 1 in 4 (23%) caregivers report that caregiving has made it difficult to take care of their own health and a similar proportion report that it has made their health worse. Caregivers have lower levels of subjective well-being and physical health than non-caregivers. In 2020, 20% of caregivers reported fair or poor health status.

61% of working caregivers suffer work-related impacts due to their dual roles. Many caregivers feel they have no choice about taking on caregiving responsibilities 53%. This sense of obligation is even higher in caregivers that provide 21 or more hours of care per week 57% and live-in caregivers 64%. 61% of caregivers in 2020 were employed at one point while also caregiving. 

6 in 10 caregivers report having experienced at least 1 impact or change to their employment situation as a result of caregiving, with about half having to go in late, leave early, or take time off to provide care 53%. Other impacts include cutting back on their working hours 15% or taking a leave of absence 14% .


Potential impact on siblings

Lack of model to work together
 Some families may be able to work it out while others struggle
« Siblings may have different ideas about what the parent needs

Tension and resentment — may have fights over caregiving

Sibling caregiver who lives nearby

Sibling that doesn’t work or needs a place to stay
* needs expectations spelled out clearly to avoid fighting

12
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Siblings might not have a model for how to work together to handle caregiving and the many practical, emotional, and financial issues that go with it.  While some families may be able to work out differences, others may struggle.

There may be tension and resentment. Fights can often be over caregiving:  who does or doesn’t do it; how much; and who is in charge.

The sibling who lives nearby or has a closer relationship to the parent may take on the caregiving role.

One sibling may become a parent’s caregiver because he or she doesn't have a job or needs a place to stay. Family members may think this arrangement will solve a lot of problems. But it can be a recipe for trouble. The family needs to spell out clearly what that person will be expected to do, whether there will be financial compensation, and how that will work. In addition, the sibling(s) should be clear about what support tasks each will provide.



And if you do
need care...

how will you pay for It?
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My second question is:  And if you do need care, how will you pay for it?


Finances — three ways to pay

Taxpayer assistance

» Differences between
Medicare and Medicaid

* Requires spending down
assets and/or income in
order to qualify

14
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Traditional Long-term
Care Insurance

Transferring risk to an
Insurance company is
appropriate

Many have not
purchased for many
reasons

Pay out of pocket

3

Self-funding
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Unfortunately, long-term care is not free. Actually, it is quite expensive.  We typically get three answers:  we get the government will pay for me and I mentioned earlier what it will require for the government to pay.  That is usually a last resort for most. Also, many believe Medicare pays for this.  This can be confusing because Medicare DOES pay for nursing home, however, it is following a hospital stay and only for a short period of time.  �
It is also designed to be rehabilitative care meaning you are getting better and coming back out.  Such as if I had knee replacement or a hip surgery and needed to rehabilitate to be able to take care of myself. The type of care we are talking about today is different.  It will require care from this point forward (meaning I am not getting better) and needing help with activities of daily life such as bathing, eating, getting dressed, using the restroom, getting in and out of bed. 
 
Medicaid pays for this, but only if you have limited income and resources. Besides, most of Medicaid will not pay for care at home.  It most likely will require facility care….most people we work with want to stay in the comfort of their own home without restricted visiting hours for their friends and family or being potentially exposed to other illnesses.
 
The second answer we get is traditional type LTC insurance and that is absolutely appropriate!  I applaud anyone who has put this protection in place.  However, most have not because it can be expensive, the premiums can increase over time, but the biggest thing we have heard is that “it is a use it or lose it” policy.  Meaning if I don’t need care, all the money I paid in is now gone.  
 
The third response we get is “I will pay for this out of my own money”.
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Impact on income

Most believe they have “plenty of assets”.
Isn’t a one-time payment
Ongoing monthly bill without an exact end date.

Income to fill this gap?

Long-term care Is an iIncome problem; not an asset problem.
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Most believe or have been told that they have “plenty of assets”.  This may be true!  However, there may be a better way to pay out of assets.  Also, needing care isn’t a one-time payment at a set price.  It is an increased expense in your retirement years that will require more income to pay.  Are your assets able to suddenly generate this increased need for income at the exact moment you need it?

Long term care is an income or cash flow problem, not an asset problem.
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Impact of self-funding

Liquidate assets faster than intended

Ripple effect on other planning

Spouse with retirement lifestyle less than desirable
Leaving children with little to no inheritance

Not efficient use of tax incentives to leverage own assets
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Most people will default to paying out of pocket and go it alone — paying out of pocket is often referred to as “self-funding”.
 
Many will liquidate their assets faster than they had intended.  Maybe spending managed accounts, annuities, or cash which may cause a ripple effect on other planning such as taxable social security or raising your Medicare premiums unnecessarily.  This may potentially create a retirement lifestyle that is less than desirable or leave children without an inheritance.
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Tax-free money to help pay

HIPAA Law of 1996

Gave tax-free use of life insurance death
benefit to be used while living for
gualifying long-term care expenses.

Pension Protection Act of 2006
Extended the HIPAA Law to certain annuities to
be used for long-term care expenses tax-free.
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The government recognized that there were a lot of people that this would affect.  Many would spend down their money to eventually end up on taxpayer assistance anyway.  
 
So they said, “why are we waiting for this to happen?  Let’s give them tax incentives NOW to encourage them to plan for later.”  That is how they influence behavior, right?  They raise taxes to keep us from doing things and lower them to encourage us to do things and it works very well!  
 
The first tax law passed is to allow the use of life insurance tax free to pay these care expense bills via the HIPAA Law of 1996. 

Now, when I say life insurance, most will say “my kids are grown and my house is paid for, why do I need life insurance?”  What most fail to realize is that life insurance is one of the last buckets that are chuck full of tax incentives that we all love — tax deferral in cash value growth, 
larger amount tax free at death to my heirs, and now they blessed certain life policies with one more tax blessing — tax free while they are alive to pay for these care expense bills.  
 
So don’t view this as you normally would view life insurance, but view this as a tax vessel that the government is using to deliver tax free money to you for this expense. 

The second tax law was passed 10 years later.  The Pension Protection Act extended the HIPAA Law to certain annuities to be used tax free for long-term care bills as well!



How asset-based LTC works

Life insurance death benefit exhausted.

15t day of care Rider begins LTC payments
Base policy
Life insurance or annuity Rider (continuation of benefits)
Funding Options: Funding Options:
Cash lump sum Cash single premium
Annual premiums Fixed annual premium

Nonqualified annuities
Qualified money
Cash value life insurance

18

Lifetime
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We rarely get asked, “how does this work if I die?”.  Most people understand how life insurance  and annuities work when someone passes away.  However, we usually get asked, “How does this work if I need it for my care?”

This diagram helps explain how the concept works!

We call this our “Timeline.”  To the left is day one and will begin with either a life insurance policy or an annuity first.  We call this the “Base Policy.”  Once the base policy is exhausted, the “Rider” kicks in and keeps paying the amount for an extended period, up to your lifetime.

You may fund the life policy via cash, CDs, savings, life insurance cash values, and qualified retirement money!  There are also payment options available for those using an income stream to pay rather than an asset reposition.  The annuity options use either qualified or non-qualified money.  The rider may be funded by single premium or fixed annual premiums.  These premiums are guaranteed to never increase and have tax incentives.




Life Insurance

hypothetical
examples
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Let me share some hypothetical examples using life insurance.



Hypothetical example

Funding with Savings Male, age 60
Female, age 60

$150,000 single premium

/\

20

Base policy Lifetime

$61,404 per year EACH — lifetime LTC income to pay for care expenses
$122,808 per year for BOTH — lifetime LTC income to pay for care expenses

Investing $150,000 @ 40.9% guaranteed - would generate $61,404 for lifetime for one
Investing $150,000 @ 81.8% guaranteed - would generate $122,808 for lifetime for both
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In the example on this slide, we have a couple, aged 60 and 60 respectively. They have a base policy of $170,566.

With a non-smoker couple and a 3% payout over [33] months, the couple could net $5117 a month per person for LTC protection. Even better, this couple has an optional COB rider (selected with single pay) with their base policy. This means they can add protection for a lifetime! 

In this example, their COB premium was included in the single premium they paid and they chose lifetime coverage. 



Funding W|th an |RA Hypothetical example
Male, age 66

Current IRA New IRA with 10% bonus

Female, age 65
$200,000 YAORVOOR $20,000

10-year annual distribution
funding 10-pay base and rider

$22,000

l

Base policy Lifetime

$64,944 per year EACH — Lifetime LTC income to pay for care expenses
$129,888 per year for BOTH — Lifetime LTC income to pay for care expenses

*The Annuity Funded Asset Care policy moves money to an IRA annuity. The annuity then pays an upfront bonus that has an
income rider which is 1/10th of the annuity value over 10 years. It is a bonus on an annuity and no additional premium is required.
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In the example on this slide, we have a couple, aged 66 and 65 respectively. They have a base policy of $200,000 and COB being funded with his new IRA. The new IRA includes a bonus used to calculate the income rider payments. (The $200k does not generate $20k of additional cash value, but $20k of additional account value to determine the 10-year income rider payout.)

With a non-smoker couple and a 3% payout over 33 months, the couple could net $5412 a month per person for LTC protection. Even better, the optional COB rider is included with their initial transfer of $200,000. This means for no further out of pocket expenses or premiums they have added protection for life for both spouses. 

In this example, their premium includes the COB and they chose lifetime coverage. 

Another terrific example of the value the COB rider can provide. 
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The only wrong decision is no decision.


You are only one
choice away from

changing your life...

and for those you love.
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Read Slide


Let’s explore all of your choices today!

To schedule an appointment, contact:
 Bonnie Dyar

e Bill C. Brown Associates

e 812.332.937/8

e bdyar@billcbrown.com
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The only wrong decision is no decision.


Disclosures

Products are issued and underwritten by The State Life Insurance Company® (State Life), Indianapolis, IN, a
OneAmerica company that offers the Care Solutions product suite. Asset Care Form numbers: ICC18 L302, ICC18
L302 JT, ICC18 L302 SP, ICC18 L302 SP JT, ICC18 R537, ICC18 R538, ICC18 SA39 and ICC18 R540; L302, L302 JT,
L302 SP, L302 SP JT, R537, R538, SA39 and R540. Annuity Care and Annuity Care |l Form numbers: SA34, R508;
SA35; ICC15 SA35, ICC15 R521 PPAND, ICC15 R521 PPA, ICC15 R522 PPA. Indexed Annuity Care Form numbers:
SA36, R529 PPA, R529, R530 PPA and R530; ICC14 SA36, ICC14 R529 PPA, ICC14 R529, ICC14 R530 PPA & ICC14
R530. In ID: SA34, R508; SA35 (ID). Not available in all states or may vary by state.

This is a solicitation of insurance. An insurance agent or insurance company will contact you. To be eligible for benefits,
the covered person must be a chronically ill individual with qualified long-term care services provided pursuant to a plan
of care prescribed by a licensed health care practitioner. The insurance company will do limited medical underwriting to
determine if an applicant(s) is/are eligible for coverage.
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No narration


Disclosures

No medical exams are required for the Annuity Care products. Asset Care may require a medical exam depending on
age and face amount. The policies and long-term care insurance riders have exclusions and limitations. For cost and
complete details of coverage, contact your insurance agent or company. All numeric examples and any individuals
shown are hypothetical and were used for explanatory purposes only. Actual results may vary.

State tax withholdings can affect the annuity values and may affect the ability of the annuity to pay the premiums on the
whole life policy. Please consult with your financial and/or tax professional to review your state withholding options.

Provided content is for overview and informational purposes only and is not intended as tax, legal, fiduciary or
investment advice.

[The contact listed is not an affiliate of the companies of OneAmerica.]

NOT A DEPOSIT « NOT FDIC OR NCUA INSURED « NOT BANK OR CREDIT UNION GUARANTEED
NOT INSURED BY ANY FEDERAL GOVERNMENT AGENCY « MAY LOSE VALUE
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No narration
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