
 

A recent issue of the South Florida Sun-Sentinel newspaper included a front-page article titled 

“Premiums skyrocket for long-term care insurance.” The article described how, for many 

seniors, the annual premium they are paying for the insurance has, or is about to, double, leaving 

many wondering if they can afford to continue with the coverage. 

The South Florida Sun-Sentinel article described long-term care insurance as coverage “which 

helps pay for nursing home stays and extended care services during consumers’ elder years.” In 

the realm of financial planning, we would describe it as coverage that helps protect your assets 

(retirement savings) should you require expensive long-term care services. If you require long-

term care services, how will you pay for them – from proceeds under your long-term care 

contract or from your own assets? The best answer to this question may be different now that the 

premium may be double. Each case should be analyzed individually, based on the coverage, your 

current financial situation and the options offered by the insurer. 

Given what we see happening in the Long-term Care Insurance industry, what are younger 

people to do about preparing for the potential costs of long-term care?  A few years ago, it was 

common to recommend to 55-65 year-olds that they purchase traditional long-term care policies 

to cover the potential future costs of care. Where appropriate, it was typically something that 

could be structured so that premiums were affordable and could fit within a budget. In many 

cases, it was certainly easier to budget for an annual insurance premium than the potential annual 

costs of care should you need care in the future. 

In setting annual premiums, insurance companies apparently underestimated the claims they 

would need to pay, which is why we are seeing these substantial increases in premiums today. 

The good news is, now that the insurance companies have better estimates of future claims, it 

may be less likely that future premiums will increase as much on policies being purchased today. 

Of course, this is not guaranteed. The possibility still exists that premiums on traditional policies 

will increase in the future. The bad news is that, based on this experience, current premiums for 

traditional policies have increased significantly, making it unaffordable, or at least unattractive, 

for many. 

So how can one plan to protect against the impact long-term care costs can have on your 

financial future when, in many cases, premiums for traditional long-term care insurance policies 

are too high to make economic sense?  

Traditional long-term care insurance typically provides a daily or monthly benefit amount the 

insurance will reimburse you, or pay you, when and if you qualify for benefits under the 

contract. Usually you can qualify for benefits if you need substantial assistance performing two 

activities of daily living or if you suffer from significant cognitive impairment. You choose the 

benefit amount, benefit period and elimination period (deductible) when you purchase the policy.  



 

Page 2 

 

For example, if you purchase a reimbursement policy with a $200 per day benefit, five-year 

benefit period and a 90-day elimination period, the policy can reimburse you up to $200 per day 

for 5 years (or longer in certain circumstances) after you pay out of pocket for 90 days. Of 

course, this is assuming you qualify for benefits under the terms of your contract. In this type of 

coverage, if you never collect benefits, you may not get your premiums back. It is the price you 

paid for the protection. In addition, as we described earlier, the premiums historically have 

increased substantially. 

New types of long-term care protections have emerged in recent years to address the financial 

planning needs of those who may no longer be interested in paying high premiums for policies 

they may never collect benefits from. We believe the two most common types of policies are 

“hybrid long-term care policies” and life insurance with long-term care riders. Under a hybrid 

long-term care policy, you can purchase a pool of benefits to be used to pay for long-term care 

costs. If the pool of benefits is never used, you (or your heirs) may get back your original 

premium with some gain.  

Life insurance with a long-term care rider can turn a regular life insurance policy into a potential 

pool of money to pay long-term care costs. The death benefit of the policy can be used to pay 

qualifying long-term care costs while you are alive and then pay the remainder of the death 

benefit to your beneficiaries upon your death.  

Although increasing premiums may have made traditional long-term policies unaffordable or 

unattractive to many, the potential impact long-term care needs could have on your financial 

future should not be ignored. There are options to be considered, which we believe should be 

evaluated within the context of creating and implementing an appropriate financial plan designed 

to help you achieve your financial goals and objectives. 
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