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MODERN PLANNING FOR CHRONIC ILLNESS: 

THINGS TO CONSIDER 
 

Many of my clients who are planning for the possibility of care in their old 

age assume that the federal government will take care of their needs.  

Unfortunately, for many, that is not the case.   
 

Medicare pays only for most costs associated with a medically necessary 

skilled nursing facility stay or home health care, and then only in limited 

circumstances for a limited duration.  Medicare does not pay for custodial 

care.  Custodial care is the type of service that provides non-professional 

assistance for everyday activities, known as activities of daily living (ADLs). 
 

Medicaid is a government program that does pay for custodial care—or 

home care in some places under very limited circumstances.  However, its 

benefits are available only to those whom the government classifies as 

financially destitute.  For example, a single person seeking to qualify for 

Medicaid is only allowed to have a few thousand dollars’ worth of countable 

assets to be eligible.  Most assets—including investments and qualified plan 

accounts—are countable.  Furthermore, if eligible, most unmarried Medicaid 

recipients are only able to keep $30 per month of income while receiving 

benefits.  Any income over the limit must be turned over to the local 

Medicaid authority. 
 

Clients for whom Medicaid planning is not practical should consider the 

purchase of long term care insurance coverage (LTCI).  LTCI has been 

available for insureds for more than 50 years.  For most of that time, life 

insurance companies have offered stand-alone products—designed 

specifically to pay for nursing home care in the event of chronic illness. 
 

Fewer carriers are offering stand-alone LTCI products today, and the price 

for such coverage has generally gone up.  It is now common in our business 

for life insurance companies to offer long term care features or riders on 

their life insurance and annuity products.  And my clients are buying the 

new products. 
 

How do the new products work? 
 

 A modern life insurance policy might have a chronic illness 

acceleration benefit.  This kind of feature is structured to give the 

policy owner the option to receive a portion of the death benefit early 

in the event the insured is chronically ill.  In most cases, there is no 

cost for the policy provision.  However, the policy’s death benefit  
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will be reduced when the acceleration feature is triggered. 

 

 A life insurance or annuity policy might have an independent 

LTCI rider benefit.  Under this design, the client typically pays for 

the rider whether they use the benefit or not.  The cost for the rider 

is usually taken as a deduction from the life policy or annuity’s cash 

value.  The benefit paid might be for reimbursement of actual long 

term care expenses or it might be structured as a per diem benefit.   
 

Are the newer designs better than stand-alone LTCI?  It’s hard to say.  

While the modern approaches to LTCI can be cheaper than an independent 

policy, they do have some downsides.  For example, while the acceleration 

benefit product is usually available at no extra cost, claiming the benefit 

will reduce the amount of life insurance available to heirs at death.  

Additionally, stand-alone LTCI products have certain kinds of income tax 

advantages that are not shared by modern features integrated into life or 

annuity policies.  Finally, different kinds of policies might not offer 

benefits in the same circumstances or for the same types of expenses. 
 

Have you made plans to pay for possible long term care expenses?  Do you 

have a stand-alone LTCI policy?  Have you evaluated whether a modern 

hybrid LTCI product might be right for you?  Do you have questions about 

the scope of Medicare or Medicaid as they relate to costs associated with 

aging?  Please contact me to talk things over. 

 

 

AS ALWAYS, PLEASE FEEL FREE TO CALL TO DISCUSS THESE 

OR OTHER FINANCIAL SECURITY ISSUES OF CONCERN. 
 
 

This information is designed for informational or educational purposes 

only. It is not intended as investment advice and is not a 

recommendation for retirement savings. Lincoln Financial Advisors 

Corp. and its representatives do not provide legal or tax advice. You 

may want to consult a legal or tax advisor regarding any legal or tax 

information. 
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