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Question of the Month:

Long-Term Care Issues
By Aaron Skloff

Q: If I purchase a life insurance policy or annwitigh built-in long-term care insurance benefitsido
gain any tax benefits? What are the advantagesdiaadvantages of such a solution?

A: Yes. Like a homeowner’s insurance policy, aitradal long-term care insurance policy provides
no benefit unless you have a claim. Some long-ts&ra insurance purchasers are uncomfortable wi
purchasing a policy, never needing care and neaiamy any benefit from the policy. A new law
may address this concern.

Effective Jan.1, 2010, the Pension Protection R&1X) of 2006 permits tax free distributions from
various insurance products to pay for long-terne gasurance. In order to seize the opportunity,
insurance companies have introduced ‘hybrid’ inscegproducts, like life insurance/long term care
insurance and annuities/long term care insurance.

Prior to the new law, withdrawals of cash valu@ocumulated value to pay for long-term care
insurance could be taxable. With the new law, thegdrawals are no longer taxable.

But, just because these hybrid products are avaitides not necessarily mean they are right for yot
A traditional long-term care insurance policy maif be the right solution. As is oftentimes thesea
with hybrid financial products, you end up with memte benefits all around.

Often overlooked, for those concerned about pafjgnghsurance and not receiving any benefits,
some traditional long-term care insurance polipieside for a 100% return of premium (paid to you
heirs) if you pass away without using your longrtexare benefits.

Action Step: Work closely with your Financial Adeisto determine which long term care insurance
Is best suited to your needs. Thoroughly understam@dvantages and disadvantages of various
solutions before making any decisions.
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