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State-Sponsored Long-Term
Care Plans and Taxes

New York's Proposal

By James ROSA, CPA, PFS
Principal, Senior Financial Advisor for HBKS® Wealth Managers

IN THE REALM OF FISCAL UNCERTAINTIES, one glaring example stands out: the
precarious state of Social Security. As workers diligently contribute to this safety net,
the harsh reality revealed in the 2023 OASDI Trustees Report looms ominously: within
a decade, retirement benefits could face a staggering 25 percent reduction. This
sobering truth, widely acknowledged, serves as a stark reminder of the fragility of our
financial systems.

But amidst this well-known dilemma lies a lesser-known threat, a new contender vying
for a slice of your hard-earned income: state-based long-term care programs. While
Social Security’'s woes may seem daunting, the cost-benefit dynamics of state initiatives
paint an even bleaker picture. Following the example set by the State of Washington, 19
states, including New York, are contemplating implementing a tax on individuals who are
not covered by a qualifying long-term care insurance policy.

For high earners in New York, this program appears a losing proposition from the outset.
Unlike Social Security, where eventual benefits may outweigh contributions over time,
the New York State LTC Trust Program presents a starkly different scenario. As we delve
deeper into this fiscal landscape, it becomes evident that navigating these treacherous
waters requires astute planning and proactive measures.

NEW YORK’S PROPOSED PROGRAM

New York has proposed a Long-Term Care Trust Program to address the issue of long-
term care insurance through a mandatory payroll tax. Washington was the first state
to adopt such a plan; New York and other states, including California, lllinois, and
Pennsylvania, are considering similar programs.
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The New York proposed legislation includes a new payroll tax on employees to be
paid into the state’s long-term care fund. This is an employee tax, though it will require
administration by employers to withhold the taxes. Self-employed individuals could
voluntarily elect the coverage and pay the tax.

In Washington state, employers scrambled to find a long-term care solution to help
employees avoid the tax and receive a more benefit-rich option using employee-funded,
payroll deducted solutions. The time to consider possibilities is now.

The effective date of New York's pending payroll tax, which may range from .5 percent to
1 percent, is yet to be determined, as the proposed legislation has not yet been passed.

OPT-OUT REQUIREMENTS

Employees can opt out of the state coverage and the payroll tax by proving they have
their own long-term care coverage. In Washington state, people were able to purchase
private long-term care policies after the statute was passed. However, the proposal in
New York would require that private long-term care insurance would have had to be
purchased prior to January 1 of the year the law is passed. As such, if the long-term care
law is passed in 2024, private long-term care insurance would have had to have been
purchased before January 1, 2024 If the law is passed in 2025, private insurance could
be acquired before January 1, 2025.

WHAT ARE THE BENEFITS?
The program would pay a lifetime benefit cap of $100 a day for one year ($36,500). The
payments could be used for such items as:

« Adult Day Care « Home-Delivered Meals

« Memory Care  Transportation

- Adaptive Equipment - Dementia Support

« Environmental Modification « Education and Consultation
« Personal Emergency Response System « Eligible Relative Care

- Home Safety Evaluation « Assisted Living

+ Respite For Family Caregivers « Nursing Homes

« Adult Family Home Services

Benefits would be paid directly to a registered long-term care provider. Benefits would
not be paid to the ill individual. Family members who provide approved personal care
services would be eligible for payment. Benefits would not be considered income or
resources for state financially tested programs such as Medicaid.

The lifetime benefit of $36,500 is modest, only a fraction of the cost for the most
seriously ill. The benefit is most appropriate for those in the early stage of illness when
the needs are less. High-wage earners could pay more in payroll tax than they could
receive in the lifetime benefit. Someone who earned $600,000 per year and paid
$45,000 in tax over a 10-year period (assuming a .75 percent tax rate) could receive a
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lifetime benefit of no more than $36,500, a losing proposition even before considering
lost opportunity costs.

PRIVATE LTC

If the states are going to impose an LTC tax with a one-size-fits-all plan, why

not consider putting your own plan in place, one you can customize to fit your
employees’ needs, one that allows them to opt out of the state tax in the process?
Advantages include:

- More options: Linked benefit, traditional, and life insurance riders are all choices
when considering a plan for LTC. These plans offer a wide range of benefits, making it
possible to fit most budgets.

- Better control: Most private plans offer home and facility care, giving policyholders
flexibility when it comes to where and when they receive care. Providers will be more
willing to work with clients with LTC coverage.

- Premium guarantees: Linked-benefit plans offer guaranteed premiums, while
traditional LTC premiums are guaranteed renewable. This means premiums can't be
changed when a policyholder’s health changes. And many policies waive premiums
when a policyholder goes on claim.

- Inflation protection: Many plans offer the ability to increase benefits in an effort to
keep up with inflation.

CONCLUSION

As stewards of our clients’ financial future, our team at HBKS Wealth Advisors stands
ready to help you navigate these issues to avoid or mitigate costs that do not provide
reasonable benefits. We are able to assist in determining what options are available.
Please contact your HBKS Financial Advisor to discuss your options.

IMPORTANT DISCLOSURES

The information included in this document is for general, informational purposes only. It does not contain any investment advice and does not address
any individual facts and circumstances. As such, it cannot be relied on as providing any investment advice. If you would like investment advice
regarding your specific facts and circumstances, please contact a qualified financial advisor.

Any investment involves some degree of risk, and different types of investments involve varying degrees of risk, including loss of principal. It should
not be assumed that future performance of any specific investment, strategy or allocation (including those recommended by HBKS® Wealth Advisors)
will be profitable or equal the corresponding indicated or intended results or performance level(s). Past performance of any security, indices, strategy
or allocation may not be indicative of future results.

The historical and current information as to rules, laws, guidelines or benefits contained in this document is a summary of information obtained from
or prepared by other sources. It has not been independently verified, but was obtained from sources believed to be reliable. HBKS® Wealth Advisors
does not guarantee the accuracy of this information and does not assume liability for any errors in information obtained from or prepared by these
other sources.

HBKS® Wealth Advisors is not a legal or accounting firm, and does not render legal, accounting or tax advice. You should contact an attorney or CPA if
you wish to receive legal, accounting or tax advice.
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Jimis a Principal in the Tax Advisory Group in the Youngstown, Ohio, office of

HBK CPAs & Consultants and has been with the firm since 1986. He has extensive
experience in personal and estate planning, charitable planning, tax-exempt
organizations, and individual tax and financial planning. Jim earned the Personal
Financial Specialist (PFS) designation, which is awarded by the American Institute of
Certified Public Accountants to recognize CPAs who provide financial planning service.
He was HBK's tax practice chair for more than 25 years and now focuses his efforts in
working with business owners and high-net-worth individuals.

Investment advisory services are offered through HBK Sorce Advisory LLC, doing business as HBKS Wealth Advisors. NOT FDIC INSURED - NOT
BANK GUARANTEED - MAY LOSE VALUE, INCLUDING LOSS OF PRINCIPAL - NOT INSURED BY ANY STATE OR FEDERAL AGENCY
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