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Long-Term Care Insurance: Tax | mplications
TrinaWeingarten, President of Tax Services

The topic for this article was suggested by one of our clients. He wanted to understand the deductibility
of premiums paid for qudified long-term care insurance premiums. The rules are different for individuds,
the sdf-employed, and the various business entities. We will cover individuds and the self-employed.

Individuds who pay qudified LTC premiums themsaves may be able to deduct a portion of their
premiums paid. Qudlified LTC premiums are considered deductible medical expenses. Remember that
total unreimbursed medica expenses must exceed 7.5% of federal adjusted gross income and 2% of
New Jersey gross income for deductibility. If you do not meet this threshold, your premiums are not
deductible. If you do mest this threshold, there are further limitations based on your age. For example,
individuads between ages 51-60, $940 of your 2003 premium is considered a deductible medica
expense. If you are between ages 61-70, the 2003 deductible premium increases to $2,510.

The dory is a bit better for sdf-employed individuds because the qudified LTC premiums can be
deducted as an above-the-line business expense. The limits that applied based on one's age Hill gpply.
If your premiums are higher then the IRS limits and your medical expenses exceed 7.5% of adjusted
gross income, you may be able to deduct the amount above the IRS limits aswell.

If you are paying qudified LTC premiums, please et us know when you provide your tax information to
usfor tax return preparation. 'Y our deduction may be sgnificant!

Long-Term Care Planning Considerations
Ken Weingarten, President of Financid Planning Services

When it comes to planning for retirement, most people are focused on saving money for retirement
through IRAS, employer-sponsored retirement plans, and individua brokerage accounts. Asimportant
asthisis, we musgt dso think of the potentia risks that may lie ahead that will cost us money in the future.
We hear about risng hedth care costs dl of the time, epecidly prescription drugs. Unfortunately, we do
not hear enough about the potentially catastrophic Stuations that will deplete our savings. We are
dluding to the posshility of you, or your soouse, becoming ill with a chronic disease, or being involved
in an accident so severe that you will need some type of assistance on an orngoing basis.
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Think about Christopher Reeve, Michad J. Fox, and Annette Funicello. These are dl individuas who
have a chronic disease or a dehilitating physica disability due to an accident. Ask yourself this question:
“If something happened to me right now, would | be able to afford the cost of skilled nursing care
for an extended period of time?” Though it may seem unlikely that a hedthy individud under the age
of 65 will need assistance for an extended period of time, it is not impossble. Never treat the high
unlikely asimpossble.

What does nursing care cost in our area? Skilled nurang care in a nurang home will cost about
$220/day, or more than $80,000 per year. The cogt of this careis risng, and sometimes more than the
generd inflation rate. This is something that everyone should consider when planning for retirement or
when evauating various risks that can devadate afamily.

Is long-term care insurance the answer for everyone? We al have our unique financid stuation, and the
advantages and disadvantages of insurance must be consdered. As a fee-only planning firm, we can
help you evaduate your long-term care planning needs and make a recommendation. We will help you to
purchase what you need, as opposed to what the insurance agent needs. |If insurance is appropriate, we
can refer you to atrusted source.

If you have an idea for a future newdetter topic, please send us an e-mal. If you have any questions
about the topics discussed in this newdetter, please cal Kenor Trinaat (609) 912-1578.



