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Disclaimer

This software is designed to allow a financial planner to demonstrate and evaluate
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understanding that EISI is not engaged in rendering legal, accounting, or other
professional advice and, if any such advice is required, the services of a competent
professional person should be obtained.

EISI has engaged Ibbotson Associated, Inc., a wholly owned subsidiary of

Morningstar, Inc., to develop proprietary asset allocation tools for educational
purposes. Ibbotson has granted to EISI a license for use thereof.

Copyright
No part of this publication may be reproduced or transmitted in any form, by any

means (electronic, photocopying, recording, or otherwise) without the written
permission of EISI.

NaviPlan is a registered trademark of EISI.
Microsoft Word is a registered trademark of Microsoft Corporation. Adobe and
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Long-term care insurance

Long-term care insurance

Learning objectives
This module will enable you to
* Examine assumptions

* Define needs

* Generate an analysis using reports and graphs

Long-Term Care category

The Goals section — Long-Term Care category is used to enter or

.
Nav E DIH“ select settings about the following:
11 * Long-term care assumptions, such as when long-term care

Fimancial Flanning Software

begins

* Additional expenses during the long-term care period
Home

* Any periodic incomes during the long-term care period
Calculators

Long-term care reports and graphs can be accessed and
generated on the Goals section — Long-Term Care — Client or Co-
Financial Picture client category — Reports page or on the Results section —
Additional Reports — Insurance category — LTC Insurance page.

Getting Started

Strategies

Goals

Retirement
Education
Major Purchase
Emergency Fund
Survivar Income
Disability Income
+ Long-Term Care
+ Client
* Co-dlient
b Estate Planning

Figure 1: Navigation bar showing the
Goals section — Long-Term Care
category

Learning objectives 1
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Examine assumptions

The following long-term care insurance assumptions are made in NaviPlan Extended:
* Default period is from age 80 until death

¢ LTC insurance proceeds come into cash flow

* Capital retention is assumed

* Dollar amount of additional insurance is not provided

¢ Planners must make recommendations

2 Examine assumptions



Long-term care insurance

Model policy details

fnsurance Coverage David Train and Mary Trai... - Core and Elective Base - NPE Level 2
Insurance Coverage | Reporks
b Instructions
Insurance Coverage
Life Insurance Edit All | Add
Description Insured Death Benefit Premium Delete
David's Life insurance |David jl £470,000 | £50 fmo | ¥
NaviPlan Extended - Long-Term Care Insurance Policy
LTC Insurance Details
Disability Insurance Description® Policy Number Company
Description |LTC Insurance |
Shart-term Insured*  Effective Date* Tax Qualified
Short-term IDavid vl IJan 12009 I3
Long-term Benefits Payable
. Per Diem  Benefit Durin Benefit Before
Long-term Daily Amount™® Plan LTC Indexed LTC Indexed
Infl  +/-Addl Infl +/~Add T
Long-Term Care Insu | 50 r W +]2.00% W +]2.00%
Applicable Period
Description Waiting Period™ Benefit Period™
(after starting LTC) (after starting LTC)
LTC Insurance
[ eofpoays | [ 4|vears |
LTC Insurance
Premiums
Premium
Premium F i Ind d P i P i Cease
Amount* Freguency™ Infl  +/-AddT Payer* Date Age
0 |Monthly ~ ID.DD% IDavid 'l I I
II Insurance Coverage I § v ©e If bla N N
rk, premisms czase on claim
of LTC.
<< Previous Entry Next Entry >> Cancel

Figure 2: Financial Picture section — Insurance Coverage category — Insurance Coverage page — Description link — Long-
Term Care Insurance Policy dialog box

Model policy details 3
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Define long-term care objectives

f_ong- Term Care David Train and Mary Trai... - Core and Elective Base - NPE Level 2

(Objectives | LTC Expenses | Incorme Adjustments During LTC | Reports |

The plan will simulate David entering long-term care aver the LTC Analysis Period.

Objectives
Age at Start of LTC 80 inthe year | 2048
LTC period years *

* Assumption is that David dies at the end of the LTC period.

Percent of Expenses to Cover 100% E,
Continue Savings Plans |

Figure 3: Goals section — Long-Term Care — Client category — Objectives page

Long-term care assumptions

Assumpﬁons David Train and Mary Trai... - Core and Elective Base - NPE Level 2

General | Milestones | Capital Loss Carryovers | Unused Charitable Donations | A.M.T. Carryfonward

¢ Instructions

David Mary
Enter the age (date) at which you want to retire. |—54 Apr 2022 m Jan 2022
Disabled at start of (age/date): [ |pec209g [ [pecze99
LTC at start of (age/date): [ |peczom9 [ |peczess

Enter your estimated life expectancy (age/year): Ei S0 2058 Hi 90| 2060

Figure 4: Getting Started section — Assumptions category — Milestones page

4 Define long-term care objectives




HANDS-ON EXERCISES

Long-term care insurance

Exercises

The following exercises have been designed specifically for this module and assume that you
are working with the original data in the Core and Elective Base plan. Before starting the
exercises, duplicate the Core and Elective Base plan, rename the duplicate with a meaningful
name (e.g., LTC Insurance training), and then use it to complete the exercises below.

To find the answers, see “Answers to long-term care insurance” on page 7.

Exercise 1: Examine assumptions

1.

NaviPlan assumes the client is deceased at the end of the long-term care analysis. Is this
statement true or false?

a) True
b) False

NaviPlan will recommend an additional amount of insurance after it has performed a
long-term care analysis. Is this statement true or false?

a) True
b) False

Exercise 2: Define needs

1.

What expense type can be modeled from the Goals section — Long-Term Care — Client
category — LTC Expenses page?

a) Qualified medical
b) Deductible itemized
c) Lifestyle

d) a) and b)

e) a) and ¢)

Model an additional long-term care expense of $200 per day indexed by inflation for four
years. Select Lifestyle from the Expense Type list.

Hint: Go to the LTC Expenses page.

Exercises 5
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Exercise 3: Generate an analysis using reports and graphs
To find the answers, see “Answers to long-term care insurance” on page 7.

1. Using the reports and graphs from the long-term care analysis, generate the Cash Flow
Summary if David enters Long-Term Care report. Change the Ending Year field to Last to
Die when assigning the settings to the report.

Hint: Go to the Reports page.

2. Approximately how much is the Trains’ net worth in the year David enters long-term
care?

a) $1,000,000-$10,000,000
b) $10,000,001-$20,000,000
¢) $20,000,001-%30,000,000
d) $30,000,001 or more

3. Are there yearly cash flow deficits at any time during the long-term care period?
a) Yes
b) No

4. Various states have their own limitations and rules regarding long-term care payments
and benefits. Are state income tax modifications for long term care taken into
consideration?

Hint: Look at the footnote in the report you generated in question 3.

a) Yes
b) No

Reminder: If the clients experience shortfalls during the long-term-care period, it is up to the
planner to calculate a recommended insurance amount.

HANDS-ON EXERCISES

6 Exercises



Long-term care insuranc

Conclusion

This module has enabled you to
* Examine assumptions
* Define needs

* Generate an analysis using reports and graphs

Answers to long-term care insurance

Exercise 1: Examine assumptions
1. a) True. NaviPlan assumes the client is deceased at the end of the long-term care analysis

2. b) False. It is up to the planner to recommend an additional amount of insurance.

Exercise 2: Define needs

1. e) a) and c) Qualified medical and lifestyle expenses can be modeled from the Goals
section — Long-Term Care — Client category — LTC Expenses page.

Exercise 3: Generate an analysis using reports and graphs
2. b) The Trains’ net worth in the year David enters long-term care is approximately
$10,000,001-$20,000,000.

3. b) Yes. There are yearly cash flow deficits during the long-term care period.

e

4. b) No. State income tax modifications for long-term care are not taken into consideration.

Conclusion

7
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8 Answers to long-term care insurance
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