The Importance of Long-Term
Care Planning in Light of State

LTC Tax Mandates

Long-term care (LTC) is a critical aspect of health care that often receives
inadequate attention until the need arises. With an aging population and
increasing health care costs, states have implemented or are proposing
LTC tax mandates to help alleviate their financial burden associated with
long-term care. Financial professionals need to act now to get ahead of
accelerating state-based actions to help their clients develop strategies

for long-term care needs.

The issue at hand

Long-term care refers to a range of services and
support for individuals who require assistance with
daily activities due to chronic illness, disability, or
aging, as well because of cognitive impairments
such as Alzheimer’s Disease. These services may
include nursing home care, assisted living facilities,
in-home care, and adult day services. It is crucial

to recognize that long-term care needs can arise
unexpectedly, leading to significant financial stress
if not adequately prepared for.

Recognizing the imminent strain on public health
care systems, several states have implemented or
proposed LTC tax mandates for residents. These
mandates require eligible individuals to pay a
specific tax, usually deducted from their wages,

to fund long-term care programs. While the

specific details of these mandates vary by state,
their implementation underscores the growing
importance of planning for long-term care. Many
state budget expenditures are related to Medicaid
(MediCal in California). Without long-term care
planning and private pay insurance, individuals may
be forced to spend down their hard-earned assets to
qualify for state assistance.

Long-term care expenses can be exorbitant, often
exceeding the costs of regular medical care.
Unfortunately, many individuals mistakenly believe
that their existing health insurance or Medicare will
fully cover their long-term care needs. However,
health insurance or Medicare supplements, post-age
65, typically cover only acute medical conditions,
leaving long-term care costs predominantly
out-of-pocket.

A gap in connecting with consumers

In recent studies conducted by OneAmerica, in
partnership with Hanover Research, bringing
together both consumer and producer viewpoints
on long-term care insurance. The two studies show
the top two reasons financial professionals sell
long-term care insurance are the same reasons
clients purchase it — to remove the financial
burden of LTC events from clients’ families (73%)
and to provide financial security (67%). Yet, the
producer study found that only 54% of financial
professionals are currently recommending or
offering LTC protection to clients. While just over
half of surveyed financial professionals currently
include LTC protection in their recommendations
to clients, an additional 25% have recommended
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itin the past but are no longer doing so. About

one in five — 21% — said they have never offered
such protection to clients. These results highlight a
potential gap in helping clients prepare financially.

Getting ahead with private long-term

care protection

State-imposed LTC tax mandates serve as a reminder
to individuals and financial professionals that long-
term care planning is not a luxury but a necessity.
While these mandates may be met with initial
resistance, they highlight the shared responsibility
of society to address the challenges posed by an
aging population. By embracing these mandates,
individuals can ensure that they contribute to the
broader health care system while safeguarding their
own long-term care needs.

Long-term care insurance policies provide coverage
specifically tailored for long-term care needs. By
securing such policies early on, individuals can
protect themselves from potential future financial
hardships. And as it relates to coming state
legislation focused on addressing long-term care
expenses, those with existing policies have been able
to request exemption from payroll taxes in states
that have enacted plans thus far. With asset-based
LTC such as OneAmerica Care Solutions, there

are benefits beyond LTC, such as cash value and a
death benefit if long-term care is never needed. And
while long-term care policies pay a benefit if the
policyholder needs care, the benefit is more for

the policyholder’s spouse or family. LTC solutions
provide a benefit to help cover associated expenses
so the spouse and family can concentrate on making
sure their loved one receives the care they need,

in the right setting, and provide support and love
versus worrying about the physical, financial, and
emotional toll created by caregiving.

The bottom line

The bottom line is that state legislatures are
looking for solutions to ease the burden on their
state budgets. Residents are often well informed
regarding these programs. As a financial
professional, you need to be aware of these

LTC state planning programs and considerations.
If you are not talking with your client about
long-term care planning, someone else may.
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