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A National Challenge. ..

Long-Term Care
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What is Long-Term Care?

Long-term care is the

individual needs help
providing for their own
care,




Qualifying for Long-Term Care
: Benefits

*» Assistance with Activities of Daily Living (ADL’s)
% Bathing ]
% Dressing
% Toileting
% Transferring
% Eating
+ Continence

*#+Cognitive Impairment
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Where Does One Receive
Long-Term Care?

% Home Health Care
# Adult Day Care

& < Assisted Living Facilities

< Nursing Home Care

: BULTMAN

Four Myths Surrounding
Long-Term Care

% Long-Term Care is only
Nursing Home Care

% Only older people need Long-
Term Care

% Medicare pays for Long-Termf .
Care

% I'll never need it!

- BULTVIAN




All Ages Need Long-Term Care

0’0 40% of people needing long-term care today are
working age adults, ages 18 - 64,

*» 1/3 of people who have a stroke are under 65,

« 10,000 people/year suffer a nonfatal spinal cord
injury, median age being 26.

% Average age for those afflicted with Parkinson’s is
55, with 15% under age 50.
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How Likely Am I To Need It?

Most people think they will never need long-term
care. Statistics tell another story.

% 72% of people over age 65 will use some form of
home health care ®

% Currently a 65 year old has a 43% chance of
entering a nursing home (2

s 47% of people over age 85 have some type of
dementia, commonly Alzhelmer’s; an
Alzhelmer’s patient can live an average of 8
years and as many as 20 years @
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Elder Law Experts Refer to
LTCI as

“The Golden Ticket”
LTCI is Asset Protection




+ Medicald - 39%

+ Out-of-pocket - 27%

+ Medicare - 15%

« Private insurance - 11%
+ Other - 7%

% Veterans administration - 2%
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Medicaid

+ Joint State and Federal Program
+ Pays for health care for the poor (Welfare)

+ Many must “spend down” their assets to
qualify

[ BULNAN

Spend Down
;‘ -.!N i
Assels Income
$2,000 $45 per monlh

$50,000 - $99,540  $2,281 manth
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Don’t Count on Government

+1935....40 workers to 1 retiree
%1989....3.4 workers to 1 retiree
%2020....1.8 workers to 1 retiree
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Your Health Plan Does Not
Cover Long-Term Care
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Federal Legislation
Shows Intent
& Health & Welfare Reform of 1996
STAX-DEDUCTIBLE premiums
“TAX-FREE benefits
s+ Deficit Reduction Act of 2005
*Increased look-back period

*wDelayed penalty period
#'Reduced ability to use annuitics to shield assets

- BULTVAN




Federal Legislation
Shows Intent

+ February 8, 2006 President signed the
Deficit Reduction Act of 2005 (DRA)

«» DRA will generate $39 billion in federal
entitlement reductions between 2006-2010

+ $99 billion 2006-2015
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Section 6021; Expansion of State
Long-Term Care Partnership Program
Section

« Allows all states to develop Long-Term Care
Partnership programs, beyond the original 4
states - CA, CT, IN, NY

« Partnership programs allow individuals who
have exhausted benefits of their private LTCI to
access Medicaid without the same means-testing
requirements

« To qualify, states and the insurance plans must
meet extensive federal requirements
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Section 6011: Lengthening
Look-Back Period
|

+ Extend the “look-back” period from 3
years (previous law) to 5 years

« Any asset transfers made for less than
fair market value in the 5 years before
application will be treated as if the
individual still has the assets
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Why Planning is so Important

The American population is aging
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Why Planning is so Important

Families have
changed

-« Two out of three
women work outside the
home

¥ 4 Smaller family size

3 & Seperated and live ata
distance

National Cost of Care

!72‘ 6% Increase over last year
# $192 a day for Nursing Home Care

% Average stay is 2.4 ycars at a cost of $168,192

-BULTMAN




Long-Term Care is Very
Expensive — Today!*

Home Health Care $144,000/year E‘

Adult Day Care $50,000/year
Assisted Living $70,000/year
Nursing Home $80,000 - $120,000/year
. BULTM&{.Y *Figures based vpon ot aversges for the Metro-Mitwavkes ares,

Current Statistics

% Today, 1.6 million people reside in 18,000 nursing
homes in the United States
% 10% or 160,000 are under age 65
** 46.5% or 744,000 are age 85 or older
% 72%, or 1,152,000 residents are women
“ 75% or 1.2 million residents require assistance with

3 or more activities of daily living

R/

Long-Term Care Insurance
; Policy Options

* Inflation Protection:
LY. %, 4Y % v lion Pratection. Your cument
Daily Benofit Amoun! and the balance of your Lifellme Benefit Amoun) will
sulomatically increase annually by your sclection with NO comesponding increaso
1o your premium,

% Gunranteed Purchuse Option- Bvery threo years, you will bo offered the oplion
10 increass your benclit amount

% The number of days you will pay your LTC costs on your own, before your
benofits begin, (Oplilons: 0, 30, 90, 180 of 365 days)
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Long-Term Care Insurance
Policy Options

*% Bengfit Ampuntt
e Facilily. Carg- the maximum doHar amount that a polley will pay for caro
rocelved in n facilily, such as an nssisied living facility, hospics facility or
nursing home. (Options: $50 a day Lo $500 a day)

Home/Conununily Care- the dollar amouni of coverago for home and
communlty caro, usually expressed as a percontago of the facility benefit
smounl.

s Denefiis:

% The imaximum amsunt of bonofits that will be peld out over the life of the
policy. Far reimb , this i calculated by multlplying the dolly
benelil amount tinses the length of timo sclected. (Options: 2, 3, 4,5, 6,10 year
and unlimited duration)

' BuiTyay

Long-Term Care Insurance
) Policy Options
+ Daily Benefit vs. Monthly Benefit
“ Spousal Discounts (Not all the same)
« Group Discounts (Not all the same)
+% Spousal Waiver of Premium
+ Shared Care Rider
< Many, Many Other Options

BULTm&;:f

The Advantages of Having
Long-Term Care Insurance

*  Protects retitement assets from being lost to a long-
term care “spend down”

« Helps you maintain independence and choice

+  Avoid becoming a total burden to spouse or
children

«  Allows assets to be available for other uses

+  Avoid becoming a Medicaid welfare recipient
+  Most cost-cffective way to fund the risk

+  Provides peace of mind to self and family

BULTMAN
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In Summary, Long-Term Care
is...

% Very likely to happen
**Very expensive

*»Not covered until most of
your resources have
been exhausted

-BULTMAN

Disclosure

The Information contalned In these slides are provided with the
understanding that It Is not 1o be Interpreled as apecific legal or tax advice,
IRS Privete Letler Rulings (PLRs) aro oplnions rendered by staff of the IRS
relating (o a specific case, Theso opinions do not scl legal precedent but do
provlde some insight concerning the IRS’ attiude toward the relevant (ax
issue. PLRs cannol be relled on as can published rulings (Revenue
Rulings).

Neither Massachusetts Mutual Life Insurance Company nor any of its
employees or representatives are authorized 1o give legal or lax advice.
Individuals are encouraged lo seck the guidance of their own personal legal
or tax counsel.

: BULTIVAN

Purchase L'TCI with

Pre-tax Dollars

BuTAY
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: Pension Protection Act of 2006

% Allows tax~(ree dlstributions from an annuity to pay for long-term
care,

¥ Updates the rules that apply to combinations of life insurance and
long-tenm care products,

s In these combined products, the life insurance cash values could be
applied Lo long-tenn care premiuing, but the premimns cannot be

deducted from gross i as medical expenses.

Allows tax-free conversions of existing life, annuity, and long-tenn
care products into annuitics with long-tenn care dders,

£+ These rules generally apply to taxable years beginning afier
December 31, 2009

BULTIAN

.. Health Savings Account (HSA)

» LTCI premiums can be paid from an
HSA

& One time rollover from an IRA to an
HSA is available

LTCI Tax Deduction Puzzle

Medical Expense

[llr.dunlmn « IRS Form 1120

«¢ IRS Form 1040, + IRS Form 11208

Schedula A ¥ IRS Form 1040, Schedute €

4 IRC §§213(s),
213(d}1)(D)
% “Eligible" premium

¢ Aclual premium

EE

% IRS Form 1040, Lins
29

% IRC § 162(1)
% "Eligible" prenium

BULTMAN
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LTCI Lexicon
+
“The term ‘medical care’ means amounts paid
for any qualified long-term care

insurance contract”

“In the case of a qualified long-term care

insurance contract, only eligible long-term

care premiums shall be taken into account”

IRC § 213(d)(1)}(D)
' BuLTIAN
} LTCI Lexicon
Eligible LTC premiums in 2012:
Attained Age Limitation on premiums
2012
Age 40 or less $350
Age 41-50 $660
Age 51-60 $1,310
Age61-70 $3,500
Age 71 and older $4,370
- BULTIVAY (P8 self-employed.)
Employer Provided LTCI

IRC §§ 105, 106 & 162(a)

“Any plan of an employer providing
coverage under a qualified long-term care
insurance contract shall be treated as an
accident and health plan with respect to
such coverage.”

IRC § 7702B(a)(3)

BULTIVA
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Split-premium LTCI

« Percentage split

< Benefit split

+ Elimination period split
« Benefit period split

4 Rider split
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New Rules Under

Pension Protection Act 2006

BULTMAN

Expanded Hybrid Policies

Life & LTCI

Annuity& LTCI

BULTMAN
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Can now use cash build up in
Life Insurance or Annuities
to pay for LTCI Riders.

| BuLTmAN

Expanded 1035 Exchange

Law now allows tax free (1035)
exchange of old life insurance
policies for new hybrid Life/LTCI
combo policy,

BULTAIAN

Expanded 1035 Exchange

Law now allows tax free (1035)
exchange of old annuities policies
for new hybrid Annuity/lE,TCI
combo policies.

BULTMAN
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Expanded 1035 Exchange

To allow the income tax free
exchange of any life or annuity

Possibly a single premium LTCI
policy.

- BULTIVIAN

contract directly into a LTCI policy.

Pending Legislation

- BuLTAN

House of Representatives Bill
897 (2009)

A bill to amend the tax code to
allow long-term care insurance to
be offered under cafeteria plans
and flexible spending
arrangements.

aaaaa
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House of Representatives Bill
3517 (2007)

A bill to amend the tax code to
provide that the distributions from
an IRA or other retirement plan
shall not be included in gross
income to the extent used to pay
long-term care insurance
premiums.

BULTIAN

House of Representatives Bill
1891 (2009)

A bill to amend the tax code to
allow a deduction for qualified
long-term care services in
computing adjusted gross income.

- BULT]VIAY

Senate Bill 504 (2007)

A bill to amend the tax code to
establish long-term care trust
account and allow a refundable
tax credit for contributions to such
accounts,

BULTMAN
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Q&A
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Glossary of Terms
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