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What is Long-Term Care?

Hrallty essimye

2

1in 3 people, 85 and older, have Alzheimer’s.

*For specific Long-Term Care Insurance qualifying definitions refer to contract language
1. Alzheimer’s Association, alz.org



LTCI Triggers:

Safety Concerns - Cognitive and ADLS 8'[ 707

« BATHING ~all

N . DRESSING ~all
| . TRANSFERRING Fall
« TOILETING Fall

« CONTINENCE
« EATING
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What is Long-Term Care?

rue At
I:ra”ty PHYSICAL & [’%7

COGNITIVE"

1in 3 people, 85 and older, have Alzheimer’s.

*For specific Long-Term Care Insurance qualifying definitions refer to contract language
1. Alzheimer’s Association, alz.org
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Why?

WA will spend $4B/yr on Medicaid by 2030



What It |s: -

Payroll Tax and Qualifications
R\

“-

A

0.58% PAYROLL TAX W/NO CAP (Starts 1/1/22)
500+ HRS/YR ror 1T0YRS w/5 consecutive yrs OR

3 oF tHe LasT 6YRS

$100 wWA CPI, $36,500 (1YR)

NOT PORTABLE (out of wa >5yrs, Forfeit Premium/Benefits)
MANDATORY ror W-2 EMPLOYEES

*Test Applied at Benefit Eligibility Unless Actively at Work Default Becomes
Paid 5 Consecutive Years



Who Participates:

Mandatory, Opt-Out, Opt-In

* A

“l

{

A

PAID 100% BY THE EMPLOYEE
OPT-OUT

OPT-OUT

EXEMPT/NOT ELIGIBLE
OPT-IN

OPT-IN IRREVOCABLE
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Final Word on Opt-Out Date
Definitions of Self-Employed
Definition of Long-Term Care Insurance



ik ity Orecerns

Reserving Practices
Participation / Opt-Outs



There is no guarantee that the payroll tax will remain fixed

First payroll tax review will occur on January 1st, 2024
Tax Rate Reset every 24 months
If Rise... “the legislature shall notify each individual of plan to return to .58%)
State Auditor to complete first full evaluation 12/1/2032



Pavyroll Tax Recommendation an 1, 2021:

Increase Payroll Tax from .58% to .66% (currently still .58%)



"We project a 0.58% premium rate to be insufficient to keep the
orogram solvent for 75 years if SUR8212 fails, as the program’s account
balance decreases below program outgo for this scenario.”

Milliman Report, 2020 Long-Term Services and Supports Trust Actuarial Study,
commissioned by the Office of the State Actuary, Oct 15, 2020



Senate Joint Resolution 8212 (SJR8212)

Rejected by a vote of 52.7% to 47.3%

Trust Program already finds itself underfunded one year before it's levied its first payroll
tax and four years before paying its first benefit.

Back on the Ballot?



Opt-Out Recommendation wan 1, 2021:

Fear of Participation Loss to Private LTCI Market
Adverse Selection (Net Cost .02% to .03%)
Increase Payroll Tax from .66% to .68% or .69% (If Opt-Out is Preserved)
SHB 1323 - Proposed to Guarantee Opt-out Provision (Reinstate date of 12/21/22 - FAILED in HOUSE)
Opt-Out until “Effective Date of Act” / “Last Day of Session” (90 days post session - 7/24/21?)



What It |s: -

Payroll Tax and Qualifications
-

Y

A

3 oF 10 ADLS (cognitive is an ADL)*

NO SEPARATE COGNITIVE TRIGGER
BENEFITS SUBJECT 1o CHANGE
APPROVED PROVIDERS (medicaid rates)
BENEFITS PAID ar MEDICAID RATES

*Bathing, Dressing, Transferring, Toileting, Eating, Cognitive
Impairment, Medication Management, Body Care,
Ambulation/Mobility



When It Starts: -

Payroll Deductions & Education
1&

{

A

EMPLOYER EDUCATION
PAYROLL DEDUCTIONS
PUBLIC OUTREACH
CLAIM ror BENEFITS
PERFORMANCE REPORT



Trust Act does not provide:

Portability Outside Washington
Inflation Protection Greater Or Less Than CP|
Covered Partners
Shared Care
Partnership Protection



By HIPAA Standards it's NOT Long-Term Care

Care Duration 2yrs or More
Portability
Guaranteed Benefits
Cognitive Trigger (1 of the 3 ADLs Needed)
Reimbursement Limits (Medicaid)



Age 45:

Male, Standard, Married

Income $75,000

* WA TAX: $435/yr (at 0.58) or $495/yr (at 0.66) ($100/day, WA CPI, 1 yr)
o LTCI $567.84/yr (s$100/day, 3% comp, 2 yr, Lifetime-Pay)

Income $150,000

« WA TAX: $870/yr (at 0.58) or $9290/Yr (at 0.66) ($100/day, WA CPI, 1 yr)
e LTCI $ 56784/yr ($100/day, 3% comp, 2 yr, Lifetime-Pay)

Income $250,000

« WA TAX: $1450/yr (at0.58) or $1650/yr (at 0.66)($100/day, WA CPI, 1 yr)
e LTCI $56784/yr ($100/day, 3% comp, 2 yr, Lifetime-Pay)



Age 45:

Female, Standard, Married

Income $75,000

* WA TAX: $435/yr (at 0.58) or $495/yr (at 0.66) ($100/day, WA CPI, 1 yr)
e LTCI $] 05408/yr ($100/day, 3% comp, 2 yr, Lifetime-Pay)

Income $150,000

« WA TAX: $870/yr (at 0.58) or $9290/Yr (at 0.66) ($100/day. WA CPI, 1 yr)
e LTCI $] 05408/yr ($100/day, 3% comp, 2 yr, Lifetime-Pay)

Income $250,000

« WA TAX: $1450/yr (at0.58) or $1650/yr (at 0.66)($100/day, wa CPI, 1 yr)
e LTCI $] 05408/yr ($100/day, 3% comp, 2 yr, Lifetime-Pay)



Age 55:

Male, Standard, Married

Income $75,000

* WA TAX: $435/yr (at 0.58) or $495/yr (at 0.66) ($100/day, WA CPI, 1 yr)
« LTCI $1,050.00/yr (s100/day, 3% comp, 2 yr, Lifetime-Pay)

Income $150,000

« WA TAX: $870/yr (at 0.58) or $9290/Yr (at 0.66) ($100/day, WA CPI, 1 yr)
e LTCI $] ,O5000/yr ($100/day, 3% comp, 2 yr, Lifetime-Pay)

Income $250,000

« WA TAX: $1450/yr (at0.58) or $1650/yr (at 0.66)($100/day, WA CPI, 1 yr)
e LTCI $] ,OSOOO/YI’ ($100/day, 3% comp, 2 yr, Lifetime-Pay)



Age 55:

Female, Standard, Married

Income $75,000

* WA TAX: $435/yr (at 0.58) or $495/yr (at 0.66) ($100/day, WA CPI, 1 yr)
e LTCI $] 391 O4/yr ($100/day, 3% comp, 2 yr, Lifetime-Pay)

Income $150,000

« WA TAX: $870/yr (at 0.58) or $9290/Yr (at 0.66) ($100/day, WA CPI, 1 yr)
e LTCI $] 391 O4/yr ($100/day, 3% comp, 2 yr, Lifetime-Pay)

Income $250,000

« WA TAX: $1450/yr (at0.58) or $1650/yr (at 0.66)($100/day, WA CPI, 1 yr)
e LTCI $] 391 O4/yr ($100/day, 3% comp, 2 yr, Lifetime-Pay)
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Medicaid

SPOUSE NOT APPLYING SPOUSE APPLYING
1/2 Assets (up to State Cap) 2 k
All Income (in Individual’'s Name) Personal Needs
Allowance
@ Home Equity
(to MAX Allowance)

LTC PARTNERSHIPS: $ for $ Asset Disregard




L TC Partnerships

I_TC Long-Term Care
Partnership States

B /pproved State Plan Amendment
Bl Stote Documents Available
I Policies for Sale

No documents available for these States

I—TC Partnership Program
Reciprocity States

E o Partnership Program

Hl Original Partnership State - No Reciprocity

B Original Partnership State - With Reciprocity
New DRA Partnership State With Reciprocity
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The Best Kept Secret for
- xecutive/Owner Benefits

* |magine An Executive Benefit...

®* Deductible i the emplover drc 5762

- < 2% Shareholders Always 100% Deductible (Reasonable Compensation)

- Before and After Retirement (post-retirement benefits)
- As part of a Severance Package
- To the Spouse and dependents of Deceased Employees

® Not Income 1w The Employee/Executive (IRC § 106(a))

- Flow-Through Entities - Counted As Income and deducted
as Self-employed Medical For >2% Shareholders

- W-2 Or < 2% Shareholders - Not Income
(subject to Reasonable Compensation)

- C-corps - is Not Income /Dividends to Shareholder-EE

* Tax-Free Benefits orcs 7020

- Can be provided to the Non-employee Spouse

- Allows For Discrimination

Neither Wolf & Associates, nor its representatives, are authorized to give legal and/or tax advice.



Tax-Advantagead
—xecutive/Owner Carve-Outs

* (Can Discriminate (No Non-discrimination Regs.)

- Must be provided to Employees in their Role as Employees (/IRC § 162)

* C(Class Carve-outs
- Income
- Job description / Title
-  Tenure

®  Must Have A “Written Plan” arc § 1621 2))
- Corporate Resolutions, Employee Benefit Memorandums

®  Must be considered Reasonable Compensation

Neither Wolf & Associates, nor its representatives, are authorized to give legal and/or tax advice.



Fact Pattern #1

C-Corporations or LLCS (taxed as ©

e (C-Corp Can Deduct TQ LTCI Premiums

For Employees (spouse and dependents), (IRC §162)

Owners and Employee 100% Deductible
Subject to Reasonable Compensation

* Premiums Are Excludable From Income For Employee’s
(IRC $7106CA))

Before and after Retirement (Post-Retirement Benefits)
As part of a Severance Package
To the Spouse and Dependents of Deceased Employee

Neither Wolf & Associates, nor its representatives, are authorized to give legal and/or tax advice.




Fact Pattern #2

S-Corps, Sole Props & LLCs

Flow-through Entities (>2% Shareholders),
ltemized Medical, HSAs

AGE BEFORE YEAR END 2021 ANNUAL LIMIT

40 orYounger. ............... $450
Over 40, but less than 51 . ... .. $850
Over 50, but less than 61 ... .. $1,690
Over 60, but less than 71 ... .. $4,520

Note: Deduction limits for >2% owners of flow through entities are found in IRC Sections 213 & 162. Source: https.//www.irs.gov/pub/irs-drop/rp-15-53.pdf
Neither Wolf & Associates, nor its representatives, are authorized to give legal and/or tax advice.

(isfiad) Desluctions

For Agent/Producer use only



Fact Pattern #3

Sole Proprietors & LLCs

® Al Benefits Purchased for W-2 Employees 100% Deductible
(If < 2% Shareholders)

® |LC’s and Sole-proprietors — No Stock Attribution Rules
®  Employee Benefit Offering to Classed Employee (Employee Spouse)
* Reasonable Compensation

Neither Wolf & Associates, nor its representatives, are authorized to give legal and/or tax advice.

For Agent/Producer use only
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501 N Riverpoint Blvd., Ste. 230, Spokane, WA 99202 | 800.721.2188, 509.744.7065, info@wolfltc.com
© 2016 Wolf & Associates, all rights reserved.
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Lapse Rates
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Product Design

Elimination
_ _ _ Period
Maximum Maximum Inflation 0
Lifetime Daily Benefit o 28
Benefit $100 0 90
2 110 2 % 180
3 120 365
4 b S
5 $150 4 % gomi
160 are %
g 170 5 % 500
180
10 190 o or 675(5)
SHARED $200... 7o $500 Simple

80
100

Nofte: Actual product options vary by Insurance Company




INnflation
Protection

3% * AGE
Ds




LTCI Pricing

Premiums TIMELINE:
/ ® 1974
Reserves
® 1990
® 2000
[aim | Retention
Claims etentio L 2614

INnterest



Premium Stability
40% 350% 10%

2000

Monte Carlo
e Mortality

e Morbidity

* |[nterest

e | apse

Source: Societies of Actuaries,
LTC/ Pricing Study, 2015.



Life/LTC

® ®
LIFE LIFE/
ADB

Actuarial Risks

- Mortality
- Morbidity

Consumer Demands

- Rate Guarantees
- Money Back if Not Needed

(Not “use it or lose it")

COMBO
& LTC

LTC
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—volution of
Care Delivery

* Nursing
Home

« Home Care
« Assisted Living
« Memory Care



Crstaf Care



Cost of Care PR —

Homemaker Services $26 $27 $30
Hourly Rates

Home Health Aide Services $25 $26 $29
Hourly Rates

Assisted Living Facility $99 $193 $341

(Single Person Occupancy)

Daily Rates

Memory Care Facility
(AL License - Single Person Occupancy) $]23 $227 $363
Daily Rates

Nursing Home

(Private Room) $325 $365 $462
Daily Rates



Cost of Care PR —

Homemaker Services $26 $27 $30
Hourly Rates

Home Health Aide Services $25 $26 $29
Hourly Rates

Assisted Living Facility $99 $193 $341

(Single Person Occupancy)

Daily Rates

Memory Care Facility
(AL License - Single Person Occupancy) $]23 $227 $363
Daily Rates

Nursing Home

(Private Room) $325 $365 $462
Daily Rates



] Year of Care

Self-Insuring

Home Care*  Assisted Nursing
(8hrs/day) Living** Home**
Current $78,236 $61,862 S 225775
In 10 Yrs $105,143 $100,766 $199,988
In 20 Yrs S1417303 $164,138 $325,760
In 30 Yrs $189,900 $267,363 $530,629
In 40 Yrs $2556,210 $435,506 $864,338

* Represents a 3% inflation assumption
** Represents a 5% inflation assumption
NOTE: Inflationary assumptions are estimates only




Self-Insu

5 Year of Care

Current
In 10 Yrs
In 20 Yrs
In 30 Yrs

In 40 Yrs

g

Home Care*
(8hrs/day)

$348,908
$468,903

$630,167
$846,892

$1,138,152

* Represents a 3% inflation assumption
** Represents a 5% inflation assumption
NOTE: Inflationary assumptions are estimates only

Assisted
Living**

$637.,571
$1,038,536

$1,691,666
$2,755,546

$4,488,494

Nursing
Home**

$345,822
$563,307
$917,567
$1,494,621
$2,434,579



s insurance really an
effective tool?




Washington
Long-Term
Care Trust

Act (2019)

No Separate Cognitive Trigger




WA CPlI:

Subject to Legislative Change



