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In the spirit of the Independence Day holiday, what a better time to revisit or begin formulating goals and exploring planning 
opportunities to help maintain personal independence as we age.  The two-edged sword of modern medical advancement and 
enhanced longevity is the growing need for some degree of personal care later in life. To many, the ability to maintain financial 
independence while covering large personal care expenses is not only essential to their financial well-being, but also can provide 
an important personal sense of certainty, confidence, and dignity.  Many wish to continue to live in their own home and not 
potentially be forced to move in with their children or to a care facility.  While wealth accumulation and prudent financial 
planning is essential, in certain situations long-term care insurance can also play an important role in meeting personal 
independence objectives. 
 
Long-term care insurance is a relatively new product, and like many new products, it has had its share of growing pains.  
Introduced in the 1960s, initial versions of this insurance sold through the early 1980s were called nursing home insurance 
because they were much more limited than modern long-term care insurance, only covering care in nursing homes, and primarily 
in skilled facilities at that.  In addition, developing actuarial assumptions was difficult for the industry, and insurers made a 
number of actuarial mistakes:   
 

1. They underestimated how long people would live; 
2. They assumed more people would drop their coverage, but lapse rates have been extremely low; and 
3. The length of claims is increasing, in part because people with cognitive memory disorders can live a very long time 

but require extensive care.1 
 
As a result of these actuarial miscalculations, many older policies have seen rate increases ranging from 0% to well over 100%.2  
That said, the insurance need continues and is growing.  In 1980, long-term care insurance expenditures in the U.S. were $30b.3  
By 2010, such expenses represented 1% of our gross domestic product (about $150b) and by 2050 that number is expected to 
grow to 3% of GDP.4  Thankfully, the insurance industry has adapted and is now offering improved products that address many 
of the issues that plagued earlier policies. 
 
The majority of policies sold now are hybrid life insurance / long-term care policies.  These policies are typically funded using 1-
10 fixed annual premiums.  Unlike traditional policies, premiums can never increase and benefits can never decrease.  In 
addition, for those people that may be resistant to purchasing a long-term care insurance policy because they think they may 
never need the benefit, these new policies offer additional ways to benefit from the policy even if they never become disabled.  
To the extent that the long-term care benefit has not been used, these new policies offer the option to surrender the policy for a 
return of 80% - 100% of premiums paid or a death benefit for their heirs to the extent the policy has not paid out disability 
benefits or been surrendered. 
 
State legislatures have their own concerns about the costs of long-term care and long-term care insurance.  The State 
Departments of Insurance (DOI) regulate and oversee long-term care insurance sold and administered in each state.  In 2019, 
Washington State became the first state to pass legislation creating a limited state-run long-term care insurance benefit, requiring 
residents to either procure private marketplace individual policies or participate in the state-run option. Now Minnesota, 
Michigan, Illinois and California are also considering public and private options as well and will be closely watching the 
implementation of the Washington State program.   
 
Regardless of your state’s approach to legislating long-term care insurance, it may be both timely and prudent to explore whether 

 
1 The State of Long-Term Care Insurance, National Association of Insurance Commissioners, December 2019.  Accessed on 7/1/2021 at 
https://content.naic.org/sites/default/files/inline-files/2019_CIPR_LTCI%20Brief.pdf.  
2 Rate Increases by Leading Insurers can be found at the American Association for Long-Term Care Insurance website.  Accessed on 
7/1/2001 at https://www.aaltci.org/long-term-care-insurance/learning-center/long-term-care-policy-rate-increases.php/.  
3 The State of Long-Term Care Insurance, National Association of Insurance Commissioners, May 2016.  Accessed on 7/1/2021 at 
https://naic.org/documents/cipr_current_study_160519_ltc_insurance.pdf.  
4 Long-Term Care Insurance, National Association of Insurance Commissioners, updated 2/9/2021.  Accessed on 7/1/2021 at 
https://content.naic.org/cipr_topics/topic_longterm_care_insurance.htm.  
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long-term care insurance makes sense for you.  A good rule of thumb for insurance is to insure the big things and self-insure for 
the small.  Applying that rule of thumb to long-term care insurance, those with a net worth in the mid-to-high 7 digits can 
generally afford to self-insure for long-term care (even if they may choose to purchase insurance anyway).  Those with a net 
worth less than that should consider how they would address potential long-term care expenses were they to arise.   
 
So, as we reflect on America’s independence this July, please take a little time to reflect on your own personal independence 
goals.  As always, your Pathstone client service team is here to help you navigate these issues and provide assistance with all of 
your planning needs. 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Disclosure 

 
This communication and its content are for informational and educational purposes only and should not be used as the basis for 
any investment decision. The information contained herein is based on publicly available sources believed to be reliable but is 
not a representation, expressed or implied, as to its accuracy, completeness or correctness. No information available through 
this communication is intended or should be construed as any advice, recommendation or endorsement from us as to any legal, 
tax, investment or other matters, nor shall be considered a solicitation or offer to buy or sell any security, future, option or other 
financial instrument or to offer or provide any investment advice or service to any person in any jurisdiction. Nothing contained 
in this communication constitutes investment advice or offers any opinion with respect to the suitability of any security, and this 
communication has no regard to the specific investment objectives, financial situation and particular needs of any specific 
recipient. Past performance is no guarantee of future results. Additional information and disclosure on Pathstone is available 
via our Form ADV, Part 2A, which is available upon request or at www.adviserinfo.sec.gov. 
 
Any tax advice contained herein, including attachments, is not intended or written to be used, and cannot be used, by a taxpayer 
for the purpose of (i) avoiding tax penalties that may be imposed on the taxpayer or (ii) promoting, marketing or recommending 
to another party any transaction or matter addressed herein. 
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