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In 2019, Governor Jay Inslee signed the Washington State Long-Term Care Trust Act into law, The Act
is a first of its kind public, state-level long-term care insurance program that aspires to provide
Washington State workers with basic, publicly funded long-term care protection.  This program
underscores the significant impact long-term care costs have on a state’s budget and reflects the
importance of identifying options for how to pay these costs.

Long-term/custodial care is the largest financial risk most people face
during their lives and most people are unable to afford the long-term care
they need. With a vast majority of Washingtonians woefully uninsured or
underinsured, the Act is a step towards addressing a serious issue. Will it
be enough for all Washington residents? Let us consider what we know
and how it impacts workers in Washington.

State Funded Long-Term Care

The Washington State Long-Term Care Trust Act will be funded through a
premium tax on the employee’s wages through a payroll deduction.
Effective January 1st, 2022 the initial premium tax assessed will

be 58 cents per $100, on all W-2 related compensation
including stock-based, bonuses, Paid Time Off and
severance, which means for someone earning $100,000
per year, $580 will be deducted from their paycheck.
Once an employee is vested in the program, they will be
entitled to a total lifetime benefit of $36,500, which
equates to a $100 per day benefit for one year.

● Benefits under the Washington State Long-Term Care Trust Act are available only for care provided in
Washington for Washington State residents and are not transferable, which may be problematic for
individuals who work in Washington, but live or plan to retire outside the state.

● There is no cap or limit subject to this premium tax, which means a high-income earner could pay
premiums well in excess of the $36,500 lifetime maximum benefit provided by the law and the tax
rate may be increased every two years by the vote of an 8-person panel.

● Younger, healthier workers who have long careers and high earning potential may also find
themselves paying more in taxes than they could receive in benefits.

● The vesting schedule for benefits is up to 10 years, meaning many current workers will pay into the
system and never be eligible for benefits.

● The earliest any benefits will be paid out is 2025.
● Self Employed workers do have an option to opt into the program and workers who transition from a

W-2 based income to self employment would need to opt back in to receive benefits.
● Benefits are limited and only pay out at Medicaid levels.

What can you do? (continued on the next page)



Exemption

An employee who attests they have long-term care coverage (LTC) in place prior to November 1st,
2021 and provides such information, may apply for an exemption and opt out of the program. Once
approved, the exemption is permanent. Washington residents with existing LTC coverage may file for
an exemption only after October 1st,  2021 and before December 31st, 2022. If exempted, because it
is a payroll deduction, it is the employee’s responsibility to provide written documentation of that
exemption to any current and future employers.

Note: Chronic illness riders are not called out in RCW 48.83.020. While it is possible some chronic illness
riders may qualify depending on their structure, further clarification from the state of Washington is clearly
needed. You may refer to the State of Washington Second Substitute House Bill 10871, Substitute Senate Bill
62672, and Substitute House Bill 13234 for additional information. The Washington State Trust Commission is
solely responsible for approving exemptions from the 0.58% payroll tax

Alternative Option

Individuals who purchase a traditional individual long-term care policy or life insurance policy with an
LTC rider are likely to far exceed the lifetime maximum benefit afforded under the Washington State
Long-Term Care Trust Act, at a much better value. Washington’s new program is a groundbreaking
step towards addressing the long-term care crisis and will hopefully raise awareness of the issues
associated with long-term care.  However, this plan is not without its flaws and residents must be
aware of their options now and planners should be proactively addressing the issue of long-term care
planning, particularly as the window to opt-out of the program is very limited.  For many residents,
especially current and future high-income earners, purchasing a life insurance policy with the LTC
rider may provide much more extensive coverage at a more reasonable cost.  Moreover, individuals
who purchase a life insurance policy with an LTC rider and move out of Washington would likely be
able to cash in their policy or use the benefits in another state.
Let us help you determine your best options and see if you qualify for a better strategy.
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Insurance policies and/or associated riders and features may not be available in all states.
This material does not constitute tax, legal, investment or accounting advice and is not intended for use by a taxpayer for the purposes of avoiding any
IRS  penalty. Comments on taxation are based on tax law current as of the time we produced the material.
The above information and materials provided by Legacy Accounting and Financial Services, PLLC are to support the marketing and sale of insurance
products and services, and are not  intended to be impartial advice or recommendations. Legacy Accounting and Financial Services, PLLC and its
representatives will receive compensation from such sales or services.  Anyone interested in these transactions or topics may want to seek advice
based on his or her particular circumstances from independent advisors. Life insurance death benefit proceeds are generally excludable from the
beneficiary’s gross income for income tax purposes. Guaranteed product features are dependent upon minimum premium requirements and the
claims-paying ability of the issuer.
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