LONG TERM CARE (LTC) TERMINOLOGY

· DB = Daily Benefit – Fee for service or indemnity – actual expenses or reasonable and customary

· EP = Elimination Period

· Benefit Period – Pool of Dollars Concept

· Confined Care

· CC or HC = Community-based Care (home care)

· Respite Care

· Bed Reservation Benefit

· Emergency Alert Benefit

· Medical Equipment Benefit

· Supplemental Benefits – Custom Community Care Benefits

· ADL = Activities of Daily Living

· IADL = Independent Activities of Daily Living

· Cognitive Impairment

· Medical Necessity

· TQ = Tax-qualified definitions of claim – Substantial Assistance and Supervision

· Filing a claim – Plan of Care – Licensed Health Care Professional

· Care Management – Company or Independent

· Inflation Riders – Compound, Simple, CPI, Guaranteed Future Increase

· Spouse Discounts

· Spouse Sharing

· Group & Association Discounts

· Waiver of Premium – Type of Care Setting – Upon receipt of benefits or care

· Alternate Plan of Care

· Caregiver Training

· Restoration of Benefit

· Dual Waiver of Premium Rider

· Survivor Benefit

· Reduced paid-up benefits/Shortened benefit period/non-forfeiture option

· Exclusions

· Lapse notification

· Coordination with Medicare

· Underwriting

· Health Rating

Daily Benefit (DB)

Minimum $70 daily in NYS for policy which includes home care benefit.  Maximum benefit levels established by individual companies, with one offering no cap to benefit.  Benefits established in $10 increments by most companies, exclusive of minimum required under New York State Partnership ($155 daily in 2002).  Policies reimburse either fee for service (submit a bill, get paid) or indemnity (daily benefit paid in total even if services cost less).  

Elimination Period (EP)

The number of day a policyholder may have to pay before the insurance benefit begins.  Health insurance will cover skilled care and some custodial care immediately following release from a hospital.  In general, no insurance will cover more than 100 days of nursing care.  Keep in mind that in a home care situation, the elimination may not be satisfied by receiving services daily, so it could take for example, six months to satisfy a 100-day elimination.  Some companies offer an “enhanced” elimination for home care services, whereby 7 days are deducted from elimination period for less than 7 days of services in any given week.  Also, when a person goes from home directly into a facility, there will be no coverage from Medicare or health insurance.  Keep in mind that the dollar value of this deductible is an unknown quantity when projecting future costs, and younger applicants should probably consider a shorter elimination period.

Benefit Period – Pool of Dollars

Available in increments from 1 year to lifetime.  Most applicants will chose a benefit period designed to cover the average length of stay (2.7 years), or to coincide with Medicaid look-back periods for asset transfer or irrevocable trusts (presently 3 and 5 years, respectively, in New York State).  The benefit period translated into days (365 x n-years), multiplied by the daily benefit selected, produces the “Benefit Account.”  This benefit account then becomes the “pool of dollars/money” available for services.  Benefits are drawn from the pool as needed, to the daily dollar maximum selected (plus increases when inflation protection is purchased), and when the services used are less than the daily benefit available, the dollars remain in the pool for future use.

The difference between policies qualifying under the New York State Partnership program, and traditional-type policies, is that while both of them may offer the “pool of dollars” concept, the administrators of the New York State Partnership’s Medicaid program count only the number of days, which must total 1,095, before a person may apply for the Medicaid extended benefit.

Confined Care (NH)

Care in an institution.  Examples would be nursing homes, Alzheimer facilities, re-hab facilities.

Community Based Care (CC or HC)

Care in community.  Examples would be home care, adult day care, care received in an assisted living facility or an adult care facility.


Please note:  When a policyholder has coverage with a 100% community care benefit, differences in reimbursement will not be an issue.  It is only when a lesser benefit is selected for community care, 50% or 75%, that reimbursement becomes an issue subject to policy definitions.  For example, with traditional policies, most companies pay for assisted living from the confined care benefit.  New York State Partnership policies pay for assisted living out of the community care benefit, which is usually 50% of the confined care benefit.

Respite Care

A benefit for the informal caregiver in a home care situation, which provides a yearly “respite” or vacation away from caregiving duties.  The policyholder may be cared for in home, or may require that services be provided in an institutional setting.

Bed Reservation Benefit

Available only when a person is confined to an institution (either nursing home or assisted living, depending on the policy), this benefit covers payment to that institution for days spent away from the facility, usually in the hospital.  Without this benefit, the policyholder pays for those days out of pocket.

Emergency Alert Benefit, Medical Equipment Benefit, Supplemental Benefits

Policy provisions which will pay for devices used by policyholders to enable policyholders to remain in less institutional settings.  Medical equipment might include a wheelchair, a stair elevator, emergency alert system, for example.  Supplemental benefits might include meals on wheels, transportation services, or payment to informal or family members for certain services rendered to the policyholder.  Please note that all such benefits are deducted from the pool of dollars, unless the policy specifies otherwise.

Activities of Daily Living (ADL’s)

The inability to perform 2 activities of daily living, makes a person eligible to file a claim.  These activities are bathing, dressing, toileting, transferring, continence, and eating.

Independent Activities of Daily Living (IADL’s)

Activities such as driving a car, taking care of personal finances and banking, preparing meals, doing housework, talking on the phone, shopping, and medication management are criteria used to establish whether a person can be underwritten for long term care coverage.  The fact that a person has recently stopped driving, should raise a red flag to an agent regarding their ability to be underwritten.

Cognitive Impairment

The loss of short-term or long-term memory, an inability to reason, or lack or orientation as to people, places or time, as measured by clinical evidence and standardized testing.  Examples are Alzheimer’s disease or irreversible dementia.

Medical Necessity

A catch-all criteria for determining eligibility for a claim for LTC services, when the person cannot qualify under the loss of ADL’s or cognitive impairment triggers.  Medical necessity has been removed from tax-qualified LTC policies, but is still found in non-qualified contracts.

Tax-Qualified LTC Claims Filing (TQ policies)

Effective January 1, 1997, long term care premiums became a medical deduction provided that the policy language meets the claims criteria.  A policyholder must be a chronically ill person requiring substantial assistance with activities of daily living, and the health condition is expected to last at least 90 days.  Please note:  do not confuse the 90 day certification with the elimination period – these are two separate issues.  If the policyholder has cognitive impairment, this must be deemed to be severe, and no certification as to the 90 days is required.  Since “substantial assistance” and “severe cognitive impairment” were not defined by the legislature, insurance companies have defined these situations as requiring “stand by” “hands on” or “continual” assistance and supervision, with stand by being the least restrictive and continual being most restrictive.  

Claim Filing

All tax-qualified policies require that a medical professional or health care practitioner certify that the policyholder meets the standards as a “chronically ill” person.  In addition, a Plan of Care, prepared by a medical professional or health care practitioner must be completed and filed with the company before a claim may be paid.  All companies reserve the right to have the patient examined by their own doctors.  Some companies may “manage” a claim by assigning an assessor to the policyholder, to determine eligibility for benefits.  Every company also has a claims specialist, or processor, who will review the paperwork submitted and determine that the claim is valid.  All tax-qualified LTC benefits recipients must be re-evaluated on an annual basis.

Care Management and Supervision

Services provided to policyholders and their families which may include assistance in filing claims, determining required services that are covered by the policy, recommendations on  services or care providers, negotiation of rates or discounts, use of alternate plan of care provisions, and coordinating and managing benefits paid to take advantage of policy provisions.  Some policies may encourage use of a company’s care manager through increased benefits or reduced elimination periods, as an example.  These services may be provided by employees or the company, or by independent contractors, and may be deducted from policy benefits.

Inflation Protection

Riders added to the policy, to ensure that benefits purchased today, in light of policyholder resources and current costs, keep up with future increases in the cost of care.  The longer a person is expected to live, to the age of average claim (age 85-90), the more inflation protection is required.  

All policies presently compute inflation protection at 5%.  This may be compounded  (doubling in 15 years, tripling in 21) or simple (doubling in 20 years).  Compound and simple inflation riders are built into the initial policy premium.  These forms of inflation protection continue, even when the policyholder is receiving benefits and no longer paying premium.

Policyholders may also obtain the right to increase benefits in the future, without proof of insurability.  These riders do not increase premiums when the policy is purchased, but rather as future increases are accepted by the policyholder.  These future increases may be offered annually, every 2 years, or every 3 years, and may be based on 5% compounded, a specific dollar amount, or on the actual consumer price index (CPI).  In all cases, if the policyholder refuses the offer repeatedly, no further offers will be made.  These offers cease when a policyholder goes into claim, or with some companies, reaches a certain age.

Tax-qualified LTC regulations require that an applicant be offered inflation protection, and that if it is declined, that an acknowledgement be signed.

Spouse Discounts/Spousal Sharing

Spouse discounts are offered when both husband and wife apply for coverage, or in some cases, when an applicant is married, even though the spouse is not applying.  Depending on underwriting outcomes, some companies will grant a spouse discount for only one spouse being accepted.  

Spousal sharing is a concept whereby spouses can transfer benefits between them as needed.  Each company which offers these options, administers them in a different manner, but in all cases the spouses must apply together, for identical benefits.  In all cases, the surviving spouse inherits the deceased spouse’s remaining benefit.

Group & Association Discounts

Some LTC companies offer additional discounts of 5-10% when a group such as a retired teachers’ association, endorses a specific LTC company and validates the arrangement by purchasing a minimum number of policies (10-20).  All of these policies must still be individually underwritten.

Waiver of Premium

Long term care premium is paid until the policyholder dies, or files a claim for benefits.  Waiver of premium provisions are different for every carrier, with the variables being whether the premium is waived for just nursing home care, nursing home and assisted living, or for care received in any setting.  Other variables include waiver of premium for the healthy spouse.  The waiver is triggered by receiving care (qualified services that the policyholder pays for) or benefit (policy is paying).

Dual Waiver of Premium Rider

Provides for waiver of premium when a spouse receives care, for the policy held by the healthy spouse.

Survivor Benefits

Another variation on waiver of premium, survivor benefits waive premium on the death of one spouse after a specified number of policy anniversaries, and may be included in the premium, or as an additional rider.

Alternate Plan of Care

A “forward looking benefit” included in policies, which is designed to provide flexibility to claims personnel in determining appropriate care settings in the future.  A negotiated benefit which requires the approval of the policyholder (or their family), the personal physician, and the insurance company, which allows claims to be paid in yet-to-be-determined settings, at some point in the future.  Also included in this provision is the ability to utilize policy benefits to enable a person who would otherwise require nursing home care, to remain at home.  Such benefits might include wheelchair ramps, handicapped shower stalls, hand rails, stair elevators, etc., and may also fall under the provisions of a Medical Equipment benefit.

Caregiver Training

This benefit is intended to train an informal, unpaid caregiver to be able to provide services which might otherwise need to be performed by a licensed aide, or to manage medical equipment or procedures on behalf of the policyholder.

Informal Caregiver Reimbursement

The ability of policyholder to receive care from a person of the policyholder’s choice, and have either the policyholder or the insurance company directly compensate the caregiver.  An informal caregiver may not necessarily be licensed or certified, and may, with some policies, be allowed to be a family member and live with the policyholder.

Restoration of Benefit

A policy provision, either included or added on as a rider, which is intended to restore the policy to its original benefit, once a policyholder no longer needs care for 6 months.

Reduced Paid-Up Benefits/Shortened Benefit Period/Non-Forfeiture Option

Three names for the same thing.  Tax-qualified LTC regulations require that an applicant be offered this provision.  Basically, it increases the premium in return for a benefit amount which will be paid for care, should the policyholder lapse the policy after holding it for 3 years.

Return of premium may be offered, with restrictions.

Exclusions

These are the items that the policy will not cover.  For the most part, the exclusions are covered elsewhere, like Workman’s Compensation, or Medicare, or include items that would normally not be billed in the absence of insurance.  The items are always listed in the company’s sales brochure, and vary by company.

Lapse Notification

TQ long term care provisions require that a third party be designated, or that the applicant specifically decline this option, in order to protect the policyholder from lapsing the policy due to forgetfulness or other reasons beyond the policyholder’s control.  In addition, reinstatement of the policy, in the event that the policyholder is cognitively impaired, is required for a period of 5-9 months following the lapse, depending on the company.

Coordination with Medicare

Another feature of TQ policies, that, with the exception of an indemnity benefit, the policy does not duplicate benefits paid by Medicare.

Underwriting

This is the process the company goes through to determine whether the applicant is eligible for coverage.  The writing agent is a “field underwriter,” with responsibility for personally recommending the risk based on observing the applicant.  Other underwriting tools include phone interviews, medical records, and face to face interviews which will include a “cognitive screen.”  Guidelines vary by company, and each company also publishes field underwriting guides for use by agents.

Health Ratings

Once a policy is approved by an underwriter, some companies will offer preferred health ratings, or will apply a mark-up to the premium for sub-standard health conditions.  In some cases a sub-standard rating may be reduced at a later date; in no case will a company remove a preferred rating once granted.

