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Don’t Look Back

ong term care insurance sold and un-

derwritten properly is, by definition, a
claim that occurs after a substantial passage
of time. Your role as an agent is to make sure
that a policy sold today will withstand the
test of time.

Every sale is customized, based on need
and the specific desires of the customer in
front of you. Ultimately clients buy what
they want; but hopefully only after you
have recommended what you, in your best
judgment and knowledge, believe will ad-
dress their needs and their ability to provide
for those needs.

Selling long term care insurance is always
an educational process. A long term care
specialist needs to have a strong foundation
in understanding the history of the product,
HIPAA guidelines and NAIC model regula-
tions, Medicare /Medicaid and policy ben-
efits. I strongly recommend a professional
long term care insurance designation such
as CLTC or LTCP.

What can you do now to prevent prob-
lems from occurring in the future? How
can you ensure that your client’s intentions
today become the reality he had planned
for tomorrow?

I see two levels of serious concern: (1)
policy benefits and (2) general professional
liability.

Policy benefits in long term care insur-
ance do represent an amazing number of
“moving parts.” Your ability to explain and
recommend these benefits will define your
career in long term care insurance sales.

You should begin with a concern that
your recommendations will provide the
protection necessary to adequately cover
the risk at the time of claim. You should
also recognize that others, including
those outside the transaction, may come
to believe that any benefit combination
that falls short of expectations incurs sales
culpability. Specifically, any shortcomings
in terms of benefits paid may certainly be
perceived as your direct responsibility at
the time of claim.

Daily benefits should be recommended,
based on the prevailing average cost in
your area. Choices can fall across a fairly
wide spectrum. There may be a concern
that medical inflation historically rises
at 6 to 7 percent, and inflation protection
may not keep up. Therefore, utilizing an
indemnity plan at a higher room rate may
have merit. Selling less than the prevailing
room rate is certainly also acceptable in
combination with adequate inflation pro-
tection, since the policy will represent an
ongoing and predictable percentage of the
risk. Covering one-third, one-half or more
of the risk is acceptable as long as the client
understands and is given the opportunity to
do more. Daily benefit amounts represent
the equivalent of coinsurance amounts in
health policies.

Elimination periods represent deduct-
ibles. Perhaps the greatest consideration
here is that many policies are per diem
policies with benefits payable only on days
where service was received. A 90-day elimi-

Reprinted from BROKER WORLD March 2005
Used with permission from Insurance Publications

www.brokerworldmag.com
Subscriptions $6/yr. 1-800-762-3387



BROKER WORLD MAGAZINE

nation could represent a much longer pe-
riod before claims would be paid. Although
you will probably be recommending a
shorter elimination period, cost becomes
a strong consideration with this benefit.
You should explain the difference between
90-day elimination and 90-day certification
thoroughly and repeatedly if necessary.

Benefit period is a highly debated, and
some would suggest controversial, area of
concern. Your job is to approximate a policy
duration that coincides with an average
nursing home stay or protects against the
catastrophic risk of an extended long term
care event experienced both at home and
in a facility.

Inflation protection and nonforfeiture
options also create their share of con-
troversy and opinions. Conversations
about these policy features are at least
mandated by HIPAA and policy applica-
tion requirements. Opinions here vary
dramatically from compound COLA every
time, regardless of age, to a tiered approach
which utilizes a diminishing return with
age. What is important is that without
inflation protection you are clearly selling
a “phantom” benefit that will evaporate

over time with the ravages of inflation. An
actuary recently pointed out to me that the
least expensive option to buy—guaranteed
purchase option—will eventually cost more
than a level compound or simple inflation
protection benefit. The gamble is that all
available non-underwritten increases in
benefits will be exercised. If they are not,
for whatever reason, do you share in the
responsibility?

This discussion is not meant to be all-
inclusive. While there is a wide difference
of opinion about the appropriate level of
benefits, what is critical is that clients thor-
oughly understand LTCI options at the time
of purchase.

Following are several strategies that
may help protect you against future li-
ability. You should write a clear statement
about your client’s understanding of and
desire for LTCI in the agent comment sec-
tion of every application. I would also rec-
ommend keeping a signed proposal ledger
in your file showing your client’s benefit
choices. My strongest recommendation is
that you utilize a long term care insurance
refusal form, which spells out what you
recommended and why, versus what was

chosen. This form should be signed by you
and the client.

The voluntary group market creates an
opportunity to access affinity discounts,
which leads to another important purpose
of long term care insurance refusal forms.
You can document those who did not buy.
This process opens up the second area
of general concern: direct and individual
professional liability. The conversation is
again bubbling to the surface as it did with
individual disability insurance. If you have
not recommended and your client has not
bought long term care insurance protection,
does any responsibility fall on you person-
ally? I can only express my opinion here:
Long term care insurance is an integral
and, I believe, mandatory component of
a well-constructed financial plan. How do
you build a career creating and protecting
assets up to retirement and not adequately
protect those assets after retirement?

Ideally you should explain LTCI ben-
efits in great and vivid detail, taking an
educational yet collaborative approach and
documenting your actions. In doing this,
you will create an environment in which
you don’t have to look back. %
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