PRESIDENT CLINTON’S LONG-TERM CARE AND DISABILITY EMPOWERMENT

HEALTH CARE AGENDA

$6.3 Billion Long-Term Care Initiative, includes:

*

$5.5 billion $1,000 Tax Credit for Chronically-I11/Disabled of All Ages OR their
Caregivers

$625 million Older Americans Act Caregiver Support Program
$110 million State Option to Eliminate Current Medicaid Institutional Bias (and allow
home and community options to be expanded to nursing home coverage levels -- 300

percent of SSI limits)

Medicare Long-Term Care Education Campaign to make beneficiaries aware of private
and public long-term care options and limitations of Medicare coverage

$3.1 Billion Disability Empowerment Initiative, includes:

&

$1.2 billion For Bipartisan Jeffords/Kennedy/Moynihan/Roth Work Incentives
Improvement Act, which provides incentives for states to allow disabled workers to buy
into the Medicaid program and permits continue Medicare eligibility.

$700 million $!,000 tax credit for Work-Related Expenses.

$1.2 billion reg which increases the amount of money disabled workers can earn without
losing SSDI1/SSI benefits.



VICE PRESIDENT GORE UNVEILS NEW INITIATIVE TO HELP OLDER AMERICANS
ACCESS QUALITY HOUSING AND SERVICES TO REMAIN
IN THEIR COMMUNITIES
January 21, 1999

. Today, at a forum on long-term care in Tampa, Florida, Vice President Gore is unveiling a new
initiative to help older Americans and people with disabilities access quality home and community
based services. This two-pronged initiative would eliminate Medicaid’s current institutional bias for

- long-term care and would provide for a new multi-faceted approach to long-term care in the nation’s
public housing programs. This proposals to help older Americans get the home and community-based

. services they need, build on the Administration’s historic long-term care initiative, which the President
and Vice President announced earlier this month.

More and more Americans need support and services to remain in their communities. As the
President pointed out this week in his State of the Union Address, the need for quality home and
community-based care will only grow as the number of Americans age 65 years or older will double by
2030 (from 34.3 to 69.4 million), so that one in five Americans will be elderly. The number of Americans
aged 85 years or older, nearly half of whom need assistance with everyday activities, will grow even faster
(from 4.0 to 8.4 million). Building on the Administration’s long-term care initiative, the Vice President
‘announced: '

A new proposal to enable states to expand home- and community-based care to the same income
levels as for nursing homes. Historically, Medicaid policy and practice has inadvertently
“discriminated against people with long-term care needs who want to live in the community by making it
much easier to expand coverage to nursing homes than community-based services. To eliminate this
“institutional bias,” this new proposal would enable states to expand their programs to cover
community-based care as well as nursing home residents with income up to 300 percent of the Social
Security Income (SSI) limits, without requiring a complicated and frequently time-consuming Federal
waiver. This proposal provides another incentive to enable families with long-term care needs stay in
the community. It costs $110 million over five years and is paid for in the Administration’s balanced
budget.

A new multi-faceted housing initiative that restructures and modernizes public housing for the
elderly by providing a wide range of services that meets the unique and varying needs of older
Americans. This $750 million elderly housing initiative offers a range of options that meet the changing
needs of the older Americans. It includes: A
-- A continued commitment to new construction to provide low-income seniors quality affordable -
B housing through the highly successful Section 202 Supportive Housing for the Elderly Program.
-- " New efforts to help older Americans remain in their communities through assisted living facilities. .

For the first time, this funding enables some of the new construction to convert some or all of

current 202 housing through competitive grants to assisted living facilities that many older

* Americans need to stay in their communities.

B New health care partnerships to assure older Americans get the services they need. To assure

that older Americans get adequate services and health care in assisted living facilities, new
competitive grants to are available to facilities that get a new Medicaid waiver to provide home
and community-based services for Medicaid-eligible residents. This new innovative partnership
will help assure that residents get the health care and services that they need to remain relatively



independent and autonomous in their communities.

-- Intergenerational Learning centers. To help. assure that seniors remain connected to

' communities, funds may be used to allow assisted living facilities build leaning centers where

seniors can provide affordable child care to families or other service to their communities. This
model approach is designed to ensure that older Americans can remain connected to their
communities and make valuable contributions -- through sharing their skills, knowledge and
energy.

- New housing Voucher In addition, a new $90 million to provide 15,000 housing vouchers
through mandatory funding that enable seniors to choose for themselves where they want to live.

BUILDS ON THE ADMINISTRATION’S NEW INITIATIVE TO SUPPORT AMERICANS

WITH LONG-TERM CARE NEEDS AND THOSE WHO CARE FOR THEM. This new initiative

the Vice President unveiled today builds on the Administration’s historic four-part, $6.2 billion long-

term care initiative that takes important steps to address complex long-term care needs through:

- (1) an unprecedented $1,000 tax credit that compensates for formal or informal costs Americans of

"~ all ages with long-term care needs or the family caregivers who support them; ’
- (2) a new National Family Caregivers Support Program that provides a range of critical services
" for caregivers such as respite, home care services, and information and referral;

-- (3) a national campaign to educate Medicare beneficiaries about the programs’ limited coverage
and how best to evaluate long-term care options; and

-- (4) a proposal to have the Federal government serve as a model employer by offering quality
private long-term care insurance to Federal employees at group rates.
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UNITED STATES
OFFICE OF PERBONNEL MANAGEMENT

WALHINGTON, D.C. 20418

' OFFICE OF THE DIRECTOR

A ~. JRW & 1699
Honorable Albert Gore, Jr.
Pregident of the Senate
‘Washington, DC 20510

Dear Mr. President:

The Office of Persounel Management (OPM) submits the enclosed legislative proposal entitled
the “Federal Employces Group Long-Term Care [nsurance Act 6f 1993.7 This proposal would
authorize OPM to purchase a policy or policies from one or more qualified private-sector
contractors to make long-term care insurance available to Federal employees and retirees, and
family members whom OPM defines as eligible, at group rates. Coverage would be paid far
entirely by those who elect it. :

In keeping with our mission to provide Government-wide hurnan resource management
leadership, one of OPM’s objectives is to achieve 2 modern, performance-orisnted compensation
system, which includes a benefits package that will enable Federal agencies to attract and retain
well-gualified employees. As the large baby boom generation with its improved longevity
projections begins-to plan for retirsment, large- and medium-sized employers are beginning to
respond to their employees’ concerns by sponsoring group long-term care insurance. Long-term
care, which includes cognitive impairment and assistance with dsily living activities in a variety
of settings, can be very cxpensive. Insurance products for this purpose have been evolving since
the 1980s. In the Health Insurance Portability and Accountability Act (HIPAA) of 1996, the
President and Congress recently authorized tax treatment for long-term care insurance similar to
that for medical insurance to promote aceess to good quality lonp-term care insurance contracts.

The Adwinistration also has a more gencral intcrest in tho developmont of 2 long-term care
insurance program for Federal employees. At present, Medicare and supplemental Medigap
insurance provide extremely limited coverage of long-term care setvices. Medioaid covers
nirsing hame and some community-based services only if a person meets very low eligibility
thresholds for income and assets.

Since 1995, OPM and the Department of Health and Human Services have been engaging in
cooperative rescarch on Jong-term care insurance products and employer-sponsored programs.
Responses to questions in a 1997 OPM survey indicated there is significant interest in such
protection among Federal employees. On March 26, 1998, we discussed our findings at 2
hearing before the House Subcormmilice vn Civil Service duing which there was substantial -
support for introducing Govettiment-sponsored group long-term care insurance, on an employee-
pey-all basis. This is consistent with genera) practice among other cmployers who offer this
benefit. :
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From a pool of qualified carriers, OPM will gelect a single or a very small number of carriers
based on quality, service and price to offer a high-quality benefits package to eligible
participants. This benefits package will be consistent with the most recent National Association
of Insurance Commissioners standards. OPM will be open 10 various financing arrangements
- proposed by the carrier(s), such as the use of consortia or reinsurance srxangements to ensure the
financial stability of the program. Our proposal would allow OPM broad flexibility to determine
appropriatc benefits and to contract competitively for benefits with one or meore privare carriers,
without regard to section 5 of title 41, United States Code, or any law requiring competitive
bidding. OPM needs the flexibility to capitalize on complex market tactors to procure the best
value for Federal entollees. OPM will enzure that resulting contracts are awarded on the basis of
contractor qualifications, price, and reasonable competition to the maximum extent practicable,
Qualified carrlers shall: (A) be licensed to do business in all Statcs and the District of Columbia
to offer long-term care insurance; (B) agree to provide coverage for all eligible enrollees
consistent with requirements for qualified long-term care insurance contracts and issuers enacted
~ under sabtitle C of Title TIT of the HIPAA, (C) propose rates which in OPM’s judgment

- reasonably reflect the cost of benefits provided; (D) maintain funds associated with the Federal
employee contract separaic dud apat fioun the carrlers’ other funds; and (B) agree to carry all
risk. The contract or contracts would be for a duration of § years, unless terminated earlier by
OPM. OPM will issue regulations to provide for opportunities to enroll and benefit portability.
With this statutory and regulatary authority, OPM will have the flexihility needed 10 administer
the program as-the market for long-term care services and protection evolves over time.

The program would be available to Federal employees and retirees, and theix spouses; a former
spouse who is entitled to annuity under a Federal retirement system; parents, and parents-in-law.
All participants other than active employees would be fully underwritten (i.e., asked extensive
-questions about their health status) es is standard practice with products of this kind. Coverage
made available to individuals would be guaranteed renewable and could not be canceled except
for nonpayment of premium. Though each participant would be responsible for paying the full -
amount of premiums, based on age at time of enrollment, group rates will save an estimated
15-20 percent off the cost of individual long-term care policies.

OPM will be responsible for the administrative costs ot the program, which we estimate to be
$15 million over 8 5-year period, Initial year costs include developing and implementing a
program to educate employees about long-term care insurance, procuring a contract or contracts,
nad validutszg the reasonableness of rate proposals. Employec and annvitant premiums would be
withheld from salary or annuily and transmitted directly to respective contractors, and those
enrollees could also elect withholdings for coverage of their spouses.

Any ¢ligible enrollees shall, at the diseretion of OPM, submit premiums directly to the
approptiate conmractor. As with (he Fedunad Employees Health Dencfits Program, the bill would
require participating contractors to provide benefits when OPM finds the individual is entitled to
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benefits under the terms of the contract. Pamcxpanng carriers would be required to reimburse
OPM’s expenses for adjudicating claims disputes.

OPM’s proposnl rofleeta or is slightly ahead of predominant practices among medium and
large-sized employers and is consistent with Federal law and State Insurance Commiissioners’
requirements and puidelines for long-term care insurance products. 'L'he propesal would
provide a substantial benefil to Federal employees and retirees by providing access to quality
long-term care insurance products at cost-saving, group premiums. OPM views this proposal as
part of our ongoing efforts to improve the package of benofita offered to Federnl employees to

. meet the changing needs of our workforce. Accordingly, OPM urges Congress to give this
proposal early consideration,

The Office of Management and Budget advises that there is no objection to the submission of
this proposal and that enactraent of Wiy legislation would be in accoid with the program of the
President.

A similar letter is beina sent to the Spesker of the House.
Suucxtly,

Jenice R Lachance
Director

Enclosures
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A BILL
To amend title 5, United States Code, to provide for the establishment of a program under
which long-term care insurance is made available to Federal employocces and '
annuitants, end for other purposes.

Be it enacted by the Senate and House of Representatives of the United States of America

in Congress assembled,

Section 1. Short Title

This Act may be cited as the “Federal Employees Groﬁp Long-Term Care Insurance Act

of 1999".

Section 2. LongaTerm Care Inguranee

- Subpart G of part I of e 5, United States Code, is swended by adding 4t (e end (he

following new chapter:

L:S ec'

“9001.
“9002.
“0003,
“9004,
“9005.
“9006.
“0007.
“9008.

“9009.

“9010,
“9011.

“Chapter 90—Long-Term Care fnsuranca

Definitions.

Contracting authority. :
Minimum standards for contractors.
Long-term care benefits,
Financing. '
Preemption,

Studies, reports, and udits,
Claims for benefits.

Jurisdiction of courts. .
Regulations.

Authorization of appropriations.

“§ 9001, Definitions

“For the purpose of this chapter—

“(1) ‘annuitant’ moans an individual referred to in section 8901(3);

“(2) ‘employee’ mcans an individual referred to in subperagraphs (A)-(D), and
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, F |
(F)(I) of section 8901(1); but does not include an employeg excluded by regulation of the
Office under section 9011; - | |
“(35 ‘other eligible individual’ means the spouse, former spouse, parent or ﬁarenh
in-law of an employee or annuitant, or other indiviéuﬂ specified by the Office;
“(4) "Office’ means the Office of Personnel Management;,
“(5) ‘qualified carrief’ means an insurer licensed to do business in each of the
~ States and mceting the requirements of 5 qualified insurer in each of the States;
“(6) ‘qualified contract’ means a contract meeting the conditions prescribed in
section 9002; and
"(7) ‘State’ means a State or territory or possession of the United States, ard -
includes the District of Columbia.~
“§ 9002, Contracting authority
“(a) The Office may, without regard to section 5 of title 4] or any other statute tequiring
wmpvlﬂivc bidding, purdl mm: from one or m;);c qualified carriers a policy or policies of group
long-term care insurance to provide benefits as specified by this chapter. The Office, howevér, _
shall ensure that each resulting cortract is awarded on thé basis of contractor qualifications,
price, and reasonable competition 1o the rmaximum extent practicable.
“(B) The Office may design @ benefits package or packgges and negotiate final oﬁt;.rings
with qualified carriers. |
“(c) Each contract shall be for a uniform term of 5 years, unless terminated earlier by the

Office.

*(d) Premium rates charged under a contract entered into under this section shéll
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reasonably reflect the cost of the benefits provided under that conmt a$ determined by the
Office. |

“(e) The coverage and benefits made available to individualsA under a contract entered into
under this sec;tion are guaranteed to be renewable and may not he canceled by the carrier axcept
- for nonpayment of prémium. |

“(f) The Office may, based on open season participation rates, the composition of the risk
pool, or both, withdraw the product.
“§ 9003. Minimum standards for contractors

“At fhe Wum to be a qualified canigr méet this chapter, a company M—

*(1) be licensed as4an insurance company and approved to 1ssue:‘ group long-term
care insurance in all States and to do business in each of the States; and
“2)bein compﬁahce with the requirements imposed on issuers of qﬁaliﬁed long-‘

term care contracts by section 4980C of the Intgmal Revenmue Cdde of 1986.
© «§ 9004, Long-Term Care Benefits |

“The benefits prdvided under this chepter shall be long-term care benefits which, at a
minimum, shall be compliam with the most recent standards recommended by the National
Association of Insurance Commissioners. |
“§ 9005. Financing

*(a) The amount necessary 10 pay the premium for enrollment of un entolled cmployee
shall be withheld from the pay of each enrolled employee.

“(b) Fxcept as pfovided by SUbSeétien (d), the amount necessary to pay the premium for

enrollment of an enrolled annuitant shall be withheld from the annuity 6f ¢ach enrolled annuitant.
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“(c) The amount niecessary to pay the premium for enrollment of a spouse may be
withheld from pay or annuity, as appropriate. |
“(d) An employee, annuitant, or other eligible individual, whose pay or annuity is
insufficient to cov}er the withholdings required for enroliment, shall at the di‘scrctian of the
Office, pay the premium for envollment directly to the carrier. |
“(e) Each carrier parﬁcipaﬁﬁg in the Program established by this chapter shall maintain
 the funds related to this Program separate and apart from funds related to other contracts and
other lines of business. |
“(f) The costs of the Office in adjudicating a claims dispute under section 9008, including
costs related to an inquiry not cﬁlmina:ing in & dispute, shall be reimbursed by tﬁc carrier
involved in the dispute or inquiry. Such funds shall be available to the Office for the
administration of this chapter.
“§ 9006. Preemption |
“The provisions of this chapter shall supersede and préempt any State or looal law which
is determined by the Oifice to be inéonsistent with—
“(1) the provisions of this chepter; or
“(2) after consultatioﬁ with the National Association of Insurance Commissioners,
the efficient provision of 3 naﬁouwidc Jong-term care {nsurance pro gram for Federal
siployees, |
~“§ 9007. Studies, reports, and audits
“(a) Each qualified carrier entering into & contract under this chapter shall—

“(1) furnish such reasonable reports us the Office determines to be necessary to
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enable it to carry out its fimctions uhder this chapter; and
“(2) perinit the Office and representatives of the General Accounting Office to
| examine such records of the carrier as may be necessery to carry out the purpoécs of this
chapter.
‘“(b) Euclt Federal agency shall keep such records, make such certifications, and furnish
the Office, the carrier, or both, with such infomiaxion and reports as the Office may require.
“8 9008. Claims for i)eneﬁts
"‘(a) A claim for benefits under this chapter shall be filed within 4 years of the date on
which the reimbur&abia cost was incurred or the service wag provided. |
"(b) The Office shall adjudicate a claims dispute arising under this chapter and shall
require the contractor to pay for any benefit or provide any service the Office determines
apptopriate under the applicable contract, |
“(c)(1) Except as provided in paragraph (2), bcnéﬁts payable under this chapter fdf: any
| reimbursable cost incurred or scrvicc provided arc sccondary to any other bcncﬁt payahlc for
such cost or service, No payment may be made where there is no legal obligation for such
payment,
*(2) Benefits payable under fhe following programs shall be secondary to benefits
payable under this chapter: | |
“(A) the program of medical assistunce under tide XIX of e Sucial Secusdly Act;
and
‘(B) any other Federal or Staﬁe progranﬁ that the Office may specify in

regulations that provide health benefit coverage designed o be secondary to other

insurance gaverage.
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“¥ 9UUY, Jurisdiction of courts

| “A claimant under this chapter may file suit against the Ear:ier of the long-term care
insurance policy covering such claimant in the district coutts of the United Sta.‘tes, after
exhausting all available administrative remedies.
“§ 9010. Regulations

“(a) The Office shall presoribe regulations necessary to carry out this chapter.

“(b) The regulations of the Office may prescribe the time at which and the conditions
under which an eligible individual may enroll in the Program established under this chaprer.

“(c;! The dﬁne. may not exclude—

“(1) an employes or group vl empluyees sulely on the basis of the hazardous
nature of employment; or -
“(2) an employee who i5 occupying a position on 4 part-time career employment

basis, as defined in seotion 3401(2)

“(d) The regulations of the ch shall provide for the beginning and ending dates of
coverage of émployees, annustants, former spouses, and other eligible individuals ﬁnder this
chapter, and any requirements for continuation or conversion of coverage. |
%§ 9011. Authorization of appropriations

. ¢

“There are anthorizzd to be appropriated such sums as may be necessary for the purposes

of carrying out sections 9002, and 9010.”.
Section 3. Effective Date
| The amendments made by this Act shall take effect on the date of enactment of this Act,

except that no coverage may be effective until the first day of the first pay period in Octobar,

which follows by more than 1 vear the date of enactment of this Act,
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SECTION-BY-SECTION ANALYSIS

To accompany a draft bill

“To amend title 5, United States code, to provide for the establishment of a program
under which lopg-term care insirance is made availahle to Federal employees
- and annuitants, and for other purposes.”

The first section of the bill titles the bill as the “Federal Employees Group Long-Term Care
Insurance Act of 1999.”

Section 2 of the bill amends ttle 5, United Statss Code, to provide for the establishment and
oreration of the Program by adding a new chapter 90.

New section 9001 provides the definjtions used in the administration of the Programn. Ineluded
are the following:
“Annuitant” is defined by reference to the definirion in section 8901(3), which is used in
the Federal Employess Health Benefits (FEHB) Program. -
“Employee” is defined by reference to the FEHB Program definition, specifically,
subparagraphs (A)«(D) and (F)-(T) of section 8901(1), but expressly does not include an
- employee excluded by regulation of the Office of Personnel Management under new section
9011, which requires the Office to prescribe regulations to carry out the purposes of the Program.
“Orher eligible individual” is defined as the spouse, former spouse, parent, or parent-in-
Jaw of an.employee or annuitant, or other individual specified by the Office.
“Office” is defincd as the Office of Personncl Management.
“Qualified carrier” is defined as an insurer who i licensed to do business in each of the
~ States and who meets the requirements of a qualified insurer in each of the States.
“Qualified contract” is defined as a contract meeting the conditions prcscnbed in new
section 9002, which provides the contracting authority for the Program.
“State™ is defined as u-Stulc ur territory or posscssion of the United States, and includos
the District of Columbxa.

New gection 9002 provides the contracting authority for the Office to use in establishing and
operating the Program. »

In subsection (), the Office is authorized to purchase from one or more qualified carriers a
policy or policies of group long-term care insurance to provide the benefits specified by this
chapter, and to do so without regard to section 5 of title 41 or any ather statute requiring
competitive bidding. The Office, however, will ensure that resulting contracts are awarded on
the basis of contractor qualifications, price, and reasonable competition to the ruaxitwu extent
practicable.

Subsection (b) allows the Office to degign a benefits package or packages and negotiate final
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offerings with qualified carriers. The Office will examine the reasonableness of the underlying
assumptons that generate the preipimm rates, but the Government will not assume any
underwriting liability,

Subsection (o) spacxﬁes that a eontract shall he for a umform term of 5 veaxs. unless tcrmmated
earlier by the Office.

Subsection (d) requires the premium rates charged under 2 contract entered into under this
section to reasonably reflect the cost of the benefits provided under that contract as determined
by the Office.

Subsection (¢) guarantees that the coverage and benefits made uvailable to an individual under a
contract entered into under this section arg renewable and may not be canceled by the carrier
except for nonpayment of premium.

Subsection (f) authorizes the Office to withdraw the product, based on open season participation
rates, the composition of the risk pool, or both.

New section 9003 specifies the minimum standards for contractors. [t provides that, in order to
be 4 yualificd contractor undcr this chapter, a company is required, at a minimnm, to he licensed
a8 an insurance company and approved to issue group long-term care insuratice in all States and

to do business in each of the States, and be in compliance with the requirements imposed vu
issuers of qualified long-term care contraﬁts by section 4980C of the Internal Revenue Code of
1986.

New section 9004 spsmﬁes that the benefits provided under this chapter are required to be
compliant with the most recent standards recommended by the National Association of Insurance
Commissioners.

New section 90035 addresses the Guunving of the Program. Subsections (a) through (d) make it
¢lear that the total cost of coverage under the Program is to be borne by the enroliee, with
s¢parate provisions for withholding from the pay of an employee or the annuity of an annuitant
for coverage of the erployes or annuitant or speuse, as well as, at the discretion of the Office,
requiring payment directly to the carrier by an employee, annuitant or other eligible individual
when the pay or annuity is insufficient to cover the withholdings.

Subsection (e) requires each carrier participating in the Program established by this chapter 10
maintain the funds related to this Program separate and apart from funds related to other
contracts and other lines of business.

| gubsecnon () requires the reimbursement of the costs of the Office in adjudicating a claims-
dxspm:e under new section 9008, including costs related to an inquiry not culminating m &
dmpute, by the carrer involved in the dispute or inquiry Tt makes such funds available to the
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Office for the administration of this chapter,

New section 9006 provides for the preemption of State or local law by spcufymg that the
;:rovx'a;ons of this chapter preempt any such {aw which the Office determines is either
mcanls:stent with the provisions of this chapter or, after consultation with the National
Assoclanon of Insurance Conunissioncrs, inconsistent with the efficient provisinn of &
nationwide long-term care insurance program for Federal employees.

New section 9007 addresses the requirements for studies, reports, and audits relating 1o the
Program. :

Subsection (a) requires each qualified carrier entering into a contract under this chapter to fumish
such|reasonable reports as the Office determines to be necessary 10 enable It 1o carry out its
funcuons under this chaprer, and also requires each such carrier to permit the examination, by the
Ofﬁce and by representatives of the General Accounting Office, of such records as may be
necessazy to carry out the purposes of thas chispter.

-~

Subsection (b) requires each Federal agcncy to keep such records, make such certifications, and
fumtsh the Office, or the oarrier, or both, with snch mfonnauon and reports as the Office may

require.
New section 9008 addresses claims for benefits under this chapter.

Subse;uuu (2) requires a olnim for benefits to be filed within 4 years of the date on which the
teimbursable cost was incurred or the service was provided. .

Subsecnon (b) raquires the Office to adjudicate a cleims dispute ansmg under this chaptsr and to
mandaie that the contractor pay for any benefit or provide any service the Offics determines
nppropnaxe under e npphcablo contract. The Office will regulate the adjudication procedures
and incorporate them into carrier contracts.

Subsecuon (¢) provides, in paragraph (1). thnt. except as provided ip paragra.ph (2), beneﬂts
pay'able under this chapter for any reimbursable cost incurred or service provided are secondary
lo any other benefit payable, e.g., wotkers’ compensation, liability or no-fault insurance, for such
cust or sarvice. [t also bars payraent where 1o lagal obligation exists under the tertns of the
contract

Paragraph (2) of that subscction specifies exceptions to the policy in paragraph (1) so that
ben[efrts payable under the progruu uf medical assistance under title XIX of the Social Security
Act and under any other Fedeml or State programs specified by the Office in regulations gs being
designed to provide health benefit coverage which is secondary to other insurance coveiage shall
be secondary to benefits payable under this chapter.
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New|section 9009 establishes the juﬁsdiction of courts by authorizing a claimant under this
chapter to file suit against tho carrier of the lag-term care insurance policy covering the claimant
in the disteict courts of the United States, but only after exhausting all administrative remedies
available to the claimant. The administrative procedures will be specified by regulation.

New|section 9010 requires the Office, in subsection (a), to prascribe regulations necessary to
carry out this chapter.

Subsection (b) autherizes the Qffice to prescribe in its regulations the tme at Which und the

wudlmons, e.g., pay and duty status reqmrements under which an eligible individual may entol!
in the Program

suhqecnon (c) bam the Office from excluding an employee or group of employees solely on the
basns of the hazardous nature of employment, and from excluding an employee who is occupying -
& positiun on 2 part-time oareor employment basis, s deﬁned in section 3401(2).

Subs[ectmn (d) requires the Otlice to includs in Its regu!ahons provisions for the beginning and

endmg dateg of coverage of employees, annuitants, former spouses, and other eligible individuals
under this chapter, as wesll 8s any requirenients for continuation or conversion of coverage.

NevJ section 9011 suthorizes the appropriation of such sums as may be necessary for the
- purposes of carrying out the provisions of new sections 9002, and 9010, This section will
provide funds for both the start-up costs and the ongoing administrative expenses of the Program.

Secn|'0n 3 of the bill provides that the amendments made by the Act shall take effect on the date
of enactment of the Act, allowing the immediate commencement of the establishment of the
Proéram However, section 3 also provides that no coverage may be cifective until the first day
of the first pay period in Octaher, which follows by more than 1 year the date of enactment of the
Act. ] This is designed to provide adequate time for the negotiation of contracts, the preparation of
materials, and the mammoth tusk of educatipg millions of potential enrnllees about this Program.

TOTAL P.14




; “that, if approved, if would work like this: ’
» The long- tmnmreoptxon would be partof amuch _

" PHOTOCOPY
PRESERVATION

The Yéarfor Lo

- Long-term care would be avaﬂable toall federal

he Clmton admmi'stxauon soon-will ask -
‘Congress to approve a long-termycare g-oup
. rate plan for federal workers, retirees and
: famﬁymembers Rep: JohnLMr:a(RFla.) first *
proposed a federallong-term-care program last y&r
. Butit diéd because: ‘of political and philosophical .-
_ -differences over how: much=-or how htﬂe—-mmml
government would Have over prennums and .
‘benefits. ui . "
Passageofsomehndoflongtexm-camplan B
aimed at mernbers of the federal family is more likely

. this year. Thatsbemuseofmer&sedpressurefmm

federal workets and retirees; who want the group -

j -« rate coverage, and the new White House initiative to'
" :provide tax credxts to people with severe’ d:sabﬂmes H

ordxseaseormtlmsewhotakemreofthem. .
o Admftcopyoﬂong—termarele@slauondrawn
up by the Office of PersonnelfManagement'mdxca

", broader administration effort to achieve'a “modern, *
" perfonnanoeonented eompensauon system” that

_— ﬂmdudsmngebeneﬁtsmdudmgvanouslundsof
; -instrance. That“totalmmpensatton conceptwﬂlbe ATIpioyee:
‘a‘developedovermenexteoupleofy&rspmnnah}y,; - yestent

workers and retireesas well as spouses or {ormer

fspouses (if entitled to a civil service spousal or
.'$rvivor annuity) and to parents and parent&m—iaw
of feds.
. Pmnmmswmﬂdbebasedonageatﬂleumeo(

enrollment. Although many younger, ‘healthy people
can bury long-term care now—at relatively low
premiums—irom private firms, older people or
those with serious illnesses often can't afford the

. much higher premiums charged by longtermcare
. plans. OPM estimates workers or retirees would pay
. fon gy_erage 15t0 20ypement less than if they bought

. with'long-terrh care as the first step, Eventually, .. " Worke

* :govemment workers’ salaries would be based o on )
. comparison of the total value of the benefits . .. :.
> packages—not just straight salan&—of oomparable
. jobs in thepmratesector

‘ -The@ﬁceofPersonnelManagement—Mnch '

. - ‘handles the federal retirement, healthand life -,
fmsumnoeprogxam—-wexﬂdnmthelong—term&m
. program. P ~<-,('--;fmrtomorrowat56018unnysxdeAve Béitsville.
~-OPMwoxﬂdselectuptothreeplans“basedon :

qmlxtysemceandpncetoofferasmgiebeneﬁts

package to eligible participants” in thé fedeml‘
employee-retiree lorigternicare program.. *
» Workersand retirees; and eligible farhily -
members, would pay: ‘the entire cost: of thexr
-Jong-term-care premiums, i
» Premiums would be wathheld from employee
.paychecks or retireé annitiity checks, Fedcral  *
workers and retirees might be able to have
presiiums of an eligible relative thhheld from thear
federal checks.

- Pianschosentoparﬁcxpatemﬂzefederal )
- _employee-retiree long-term-care program would-
have to be licensed in every state, set rates approved

Iongeraquwnonof if U.S.worke:s ‘ dsremeeswm
get:t,butratherwhenandmwhatfom L'bi.«a

: Career Fair

'IheAgnuﬁnn'alResearchSemcewﬂlhaveapb
Openmgsarefordencaland admm:strat:vestaﬁ'

s

' w;.to?p.m. ‘,f)modreserved{orcurrentfedera!
: ‘1employes. Tfyou don’t work for Unicle Sambut .

wouldliketo getthereaﬂy Fordetaﬂs,m]l .

| ’IhelQQQfederalemponeeImechartmmﬂus i
'spaceMonday :
ButGem:soﬁ’ermga free. eopyofxts 19991eave

. +-card to anyonecalling 1-800-522-4688. The
o mm;‘m‘tsr mmdedm go .t? y.hg federal program
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* " health subcommittée. He' amd other lead- béneﬁc:an&s
. erleat

S _‘,long-term care or’ set:asx

- . growing number of; elderly Americans i is

. PHOTOCOPY

: By-Am‘ Gowsrem :
Washmgzon?osz&raﬁ’ Writer -

living ‘outside nursmg .homes, who are"
; “inable to care for themselves because the)t .
Pr&sxdent Clmton s pmposal to give' tnx ~havé:such conditions as’ ‘Alzheimer’s dis-

* credits ‘and "other-asSistance o patients . ease,’ s!:oke and. severe physml disabil .

whorequnelmg—tmnmreh:gm:ghts
' comer ofmefhmlth

P panents or the’ relauves on whom they- .-
were Wit depend. would be-eligible for thecredit
g attention 10, The.. full credits would be -available to
g‘lg people with incorries up 0-$75,000,
cotiples :withiincomes up to:$110,000 and:::-:
‘mamed peop!e who-file: separaté; remmw i
.,.and*have ihcomes: upto$5:)000 N

- The! Repubhcm—backed tax credxts, part

4 ‘de oﬁ the’ relatxva who'take
" vcare'of themiat home«-—but portravedthe
initiative: as 2 reprise’of’ GOP me;a.mres

g rehef than - Repubhmns had sbught

m;‘dmd*z‘;%zfg*:°’”:";a;ﬂ;e
) ‘et on the daythat Clinton un 4
. -initiative, the lafgest new domeéstic pro- - " estimatéd 250,000 fmily
) fiscal “2000; by budget he-will it mdude3é$15_rrﬁ1hon 0
-of ‘both helpabout 000fedaa]
o ng for creditas 4 harbin- - want to
gerof its eventual success 6n Capitol Hill: . tolocate o

. “Itwasagood idea then. Itsa goodidea - . the agency,
. now,”said¢Rep.’ Bill Thomas*(R-CAliL.). - hmlthmsm-an ‘programfor the €l
- chaxrmaaofﬁreﬂouseWays'an ‘Meaps ~ would.

20 "I'hg inifiative, was lauded .by . m:my
;Ainenmﬂsmmsmme licies ¢ enfg healthcar lObbYIStS. Some supp-on came -
;.vu}gs or. i

, 9% qader discussion'of ﬁnancmg longterm

gvenheess.Sen CharlesEGrassiey ‘care..*“] “think.. there's, gmng “to- be a

B (R owd); ‘clm:ummf the Senate Spec:al 4+ beneficial nppie effect
. vy ls . Lty 1

i thte going to support’
«»é‘fmm wf}"‘{ﬁi ciief Iobbyist for th AARP whosmd the

]

et

. PRESERVATION

““orie ‘of -the: centml challenges of the
“corning century.”. . ,e“mustusetlns time’
* fiow ‘to do” everyﬂm in our power not”
‘only -to lift the quality " of life and the
security of the aged and disabled: mday
but to, make sure that we-do not unpose

" thatintolérable burden on our ¢hildren.”

. Specifically, the White House:spmposr
ing a four-pmng effort axmed at the 5

‘initialt receptzon on” Camtol Hiﬂ ‘than .a’
"Clinton initiative last year that would have © .
a]lowed younger Amencans to 30m Medx

care. )

“It’s mot a bad. thmg to hdve people
“claiming’ ‘credit.on both sides of the aisle

“for thmkmg of it;” Rother, said. “We'd b

. happy to give credit to each as long asthey
worked together to get it done

ton Jost

ing

The ash
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on provid

age it doam’t need b1focals to fortsee the’ m

$9,000: a year| to provide in-home and commu-

all that, President Clinton this week:
offered a plan to buffer at least part of thé cur-
rent and- pendxng crisis.’ ‘His. fam-part, five-

year, $6 billibn-plus:program:calls for: -

> Al$1,000 tax credit for patients and then-

‘ farmhes facmg long-term. chealth needs; .

>A series, of: state-run’ networks. to. ass1st
those prcmdmg long-term care at home;
> Long-tenn care insurance - for- federal

workers asa model for other employers;

- » And ‘a. campaxgn 0 educate Medicare

_“beneficiaries about thie gaps in their coverage. .

Ifyou had: to-seed. these ideas, they would

‘mnk m‘ revezse order. Educanng consumers

about the nsks and.gaps in their old-age health |
care ccverage is essential. Demonstrating al- -
ternatives for large employers is useful. And

helpmg‘&stabhsh support systems for caregw »

still;. Med1 Td spends upward of: $8000 to;k

nity. care, 50 even with the tax credit, elderly - -
~householdsare looking at -enofmous * out-of- -
" pocket expenses. And that-assumes a family
.. .member or friend is available to carry the bur-.
den for: mucht of the. week, often-not the- case. -

e 5 Ao L

A small but useﬁll start
ng 10ng—te,

. Asthe bahy boom:slouches into'late niiddle -

Source: Netional Acadamy on an Aging Sociery _ “USA TODAY

ER

CIS IS compassmnate

. The money helps, too, although perhaps not K

“as:much. One thousand dollars isn’t cracker
crumbs; and given the pressing-need to, résolve

the.Social Security underfunding cns15 beforeﬁ

taking on another . expensive. program, not,

~much more is available. But the;money barly’:

- touches the problem Because it’s a/tax- credit;
for instance, it excludes people with'rio taxable

income — roughly half the nations’ elderly‘ |

- population; . though some of ‘those receive
long-term care through Medicaid"So'the85-
year-old widow of limited means, who should
- be the primary concern for reformers, may
have to find her assistance elsewhere.
“Sooner or later, every; American will expefi-

erice -the. flaws in-a system that. spends you .
-down; bundles you off and then looks. away. If -
““budget priorities; inevitably muffle-cries for -

“deeper reform:now, -they won't as the baby:

“boom ages. With the Clinton plan-as.a start -

pomt, let the howlmg begm

PHOTOCOPY
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HE PRESIDENT continues to propose
‘incremental health care reform as dis-
1t1nct from the comprehensive kind that
foundered at such great political cost in 1994.
This year’s largest venture is meant to ease the

are msured against it. About 40 percent of

N ple now 65 can expect to spend some time
ina nursing home, and 20 percent will spend

jmore /than a year. The cost can be more,
cnpplmg than the debility, and in fact many
[people in need of‘long-term care receive it at”
“home, i often from relatives..The problem wﬂlz‘
get worse as the baby: boomers age and as life-

. expectanaes contmue to increase.

é Cntms say the government. lacks-;and
needs—a program to help people meet this.
hkely cost. They note that Medicare doesn’t

do \contrary .to what most-of .the public.- .
i) s mosto P ‘the money ‘elsewhere in the budget, including

"»-,:'.;contmues to believe, it pays. for _only-a very

'--poor enough to qualify.
W The, president -would use tax credats to Y

{;ment does pay for.quite a lot of long-term care
;-‘throngh Medicaid, but that is-only.fér people

“who. are ‘poor, or ‘become poor by virtue of .
“ to early. retxrees not yet: ehgible for Medicare

. .and’ formerly disabled people who lose Medi-

~';the1r ﬂlness—-— spénd down “until’ they are

,;.prowde a.modest Iayer of - aid on top “of

;’Medxcaxd It would go to, ‘middle-income faxm :
W Tlies—anly péople with income tax hablhty but'
u ,.jmly those below certain' mcome cntoffs—-and N
-a:lot’ would go to .peoplé recéiving, and/orv

'~prov1dmg care'in the1r homes as opposed to.

-

S E . g
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|
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HIRTY-ONE year-old Sabeeha Mah

f 'counts .of manslaughter, grand-larceny for
«allegenly driving-a stolen:car and with driving

“while sintoxicated. There" is, “however, ‘one

-hkely contributing factor ‘to :the tragedy-for .
o whxchino one:is likely tobe charged. At ‘the’
'txme of the fatal collision; Mr. Morton, who -
" ’“has along history of shoplifting and auto theft;

‘was aD.C. Corrections Department halfway
“house escapee. - -

If .ever there was a need for an ofﬁcxal
explanation of standards used to'order offend-
“ers into halfway houses, Samuel Morton’s case
;s it. Why would someocne who has trouble
rernammd clear of the law and has just pleaded
gmlty to unlawful use of an auto and receiving
-stolen iproperty be sent to live in a halfway
"house for nearly three weeks while awaiting
sentencmg?

i
1
|
|
l

Siep waard Long- ’Rarm

<cost of long-term care. Not everyone ends up
needlnd such care, but more people do:than-

:_past seven years i
moud and her 4ayear-old son, Khunum; :
- Haider Mahmoud, afe dead—the .vic-
-t s ofadevastanngcarcrash that occurredm-
‘Falls Church a'week ago. The ‘driver. of .the

. ~other car, Samuel “Z.'Morton, who escaped’ - hi
. ;vnth mmcr injuries, was charged with two "

Mr. \Morton had already spent four of the’

PHOTOCOPY
PRESEHVATION

those in msntntxons Home caxe isy much less
costly, but part of the reason can. be that ifs:
COStS. are understated‘ras when a famdy mem- -
ber. has tor gwe up wages to 'sta
prowde the care, ‘

Onlyfamzhesofthe senouslydxsa lec could‘ IR
claim’; the ‘credit” They could, get it w:thout
rdocument;ng parncular expendxtures it would
be enough that’ they ‘had such a; ‘person m their .
“household:- That sounds like enough of a
:safeguard to us. The credlt of up to.$1,000°a
year would hardly solve the: iproblems of sucha -
,’famdy .The proposal in: that sense is more
,palhamve than structural ‘there still would be a
. serious mismatch hationally between need and
.aid. But it would help—not least to underscore

the seriousness of the problem that it would

barely begin to solve.

Axdes say the president will somehow find

 limited amount of non-acute care. The'govern. ** :possibly the tax code;to pay the cost of more

than $1 billion a year. He is looking for waysto

~finance a couple of failed, mcremental propos-

als from last. year as wellito prowde insurance

care and/or Medicaid when they return to

‘work. He may likewise revive.a proposal from
-last year to increase:child care:subsidies. The
wbudget is such that none of these will be large, "

ibut -they will . be’ large: -enough: to stir the
pohncal pot- ‘and’make a’ modest :substantive
dxfference 1f enacted. That $. the hnuted goal,

No Busme&s on the Street

“theft: - from 4August 1991 to June 1993 for

“ attemptéd robbery” and from March 1996 to

April - 1998 hfor:“unlaw'fnl‘ use- of a vehicle,

last week’s arrest. .

Presented with that record what could have .

' prompted Superior Court Judge Linda Hamil-
ton to 'send him to a:halfway:, “house-with
-permission - to leavé- custody every. day for
work-until his: Dec. 17 sentencmg? Wlthm a

* week; he'had’ escaped s:mply by not returning
in the evemng Two weeks later; Mr. Morton .

was once again in pohce custod -:'but not in
response” to bench warrants forthis:;
show up for sentencing in the District: ‘or for

failing to appear at another auto theft-tfial in'

-Arlington. This time he was in custody,
accused of killing a woman and her child.
With his criminal history and recent guilty
plea, why was Samuel Morton turned out on
the streets? More people than Sabeeha Mah-
moud’s grieving family want to know.

,me andi

ail fof robbery and car

‘ton-‘has been: arrested thce more whde;' .
+ drivingsstolen’ cars—--and that doesn t mclude u

B . e
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By LAURIE MCGME’Y -
| Staff Reporter of THE WALL STREET JOURNAL
' WASHINGTON~A high-level-commis-
© sion resumes debate today' on securing
Memcare s long-term future. But Congress
is facmg intense pressure from health-in-
dustry groups to undo- recently adopted.
. changes instead of passmg new ones any~
. timne soon. g
“For the next: few years the focus in

‘Medicare policy will be on trying to.fix the.
problems-caused’ by the Balanced Budget
| Act” Tather than.on fundamental reform,
- predicts. Robert-Reischauer, a.Brookings
| Institution senior fellow and & former Con- -
gressmnal Budget Office director! %

Hea.lm-eare IObbYJStS from many indus-
tries- are takmg aim at:the 1997 budget law,-
whichreduced projécted Medicare spendmg
. by, $115 billion over five yearsand orderédup °
an array of new payment systerms and: Tegur
ls.uons Hea.lth maintenance drganizations,
ome-care agencies and others'want:some
of thejmoney put back and some new-rules :
delayed or killed. Hospitals, for their part,
saretryingto stave off what they fear could be
?'. ﬁxrther reductions ini their payments. .
"Evezyone is lining up at the cash reg-
Ster;” -says Stiart. Altman, a Brandeis. .
Umvemty -health- pohcy pmfessor “It’
‘the sport of theyear.”

| Lobhying Campaign af Ha.nd .
The lobbymg blitz is shapmg up even as

\

ware

ik

{Future of Medicare, .appointed by Con-
igress .and the White Houise, steps up its'

eral

ability, ‘of the'federal health program for 39 .
Imxl]mn elderly and disabled. The:I7:mem-.
‘ber panel which includes- lawmakers;.
»healm-care professmnals and academics,
mcludmng Altman, will:meet todayand
tomomw in an-effort to-meet-a March 1 .
‘k The, task.is dauntmg Among the most’
pohtically «explosive issues is- whether:
Medmare should pay for prescription'drigs;

touchy issues-on today’s agenda: Whether.
to raise the Medicare ehg'mmty agetoé67.

danons, many in Washmg’con doubt Con-

haul- -anytime soon. For one thing, Presi-
dent Clinton and congressional leaders
have made Social Security, not Medicare,
thetop ¢ candidate for entitiement overhizul.
Even that may face tough sledding, consid- -
ering, the partisan acrimony emerging
from the impeachment debate. Moreover,.
politxcxans of both parties may shy away
1 from: makmg difficult decisions involving

2900 elections.

. There isno questmn. however‘ t.hat loh- -
"3 byists will be pressing Congress to revisit- -

the Balanced Budget Act; While wholesale

provxsmns may berevised. -

Among the most aggressive interests:
HMOS. whxch say disgruntied beneficia--
: nes are thexr most effectwe advocates

i

the Natlonal Bipartisan-Commission onthe -

search/for waysito ensure ‘the long-term Vi-

'deadline for. developmg recommendations. -

gress:will attempt a major Medicare oVer: “

Memca,res long-term future before the o

" . THE WALL STREET JOURN.

Mere than 40 HMOs pulled ‘out-or. scaled
back - their participation -in - unproﬂtable-

* Médicare” markets . last- yeaf;” forcing
440,000 people tofind other HMOs orreturn
{o .the.. “traditional Medicare program,
which has higher costs. That could be just
.the beginning, industry officials warn, if
payment rates aren’t ratcheted-up and
costly rules rewritten: Under the budget
law, most health plans are getting annual .

.increases of 2%, even though health-care -
-costs are rising much faster.

““We're. hearing around- the ‘country -
that 1998 might have been the tip of the ice-
.berg,” says Karen Ignagni,_president of

I “the American Association:of Health'Plans,

which represents 1,200, HMOs z‘and“_nmerit‘; o

worse unless Congress acts o
.- Physical therapists also areu »
“the' budget law, which ‘sét"a -new annual- ~
limit of $1,500 a patient for outpanent reha- -

_ bilitative services. The American’ Phys:cal‘ o
Therapy Association, which is*based. in.- =

-

- Alexandria; Va:; and represents 75,000

‘therapists, says_the cap doesn’t meet the
needs of senior ¢itizens who become seri-
~ ously ill. - The average'stroke victim, the

* group maintains; Tequires 34 therapy vis- -

1ts ‘costing $2,788: - -
. ‘Other . supphcants wﬂl mclude the

PHOTOCOPY
Pﬁsssﬂvmom
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.3 hugely. expensive benefit. One of the .

Whatever the commission’s recommen- W

- changes-in: the law- woR't oceur, certain - ‘
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effectrveness leave oi‘ﬁce’? Why should a president continue to govern
without the conﬁdence of the majonty in Congress? Why should it

!
take so much high CI"ImCS and misdemeanors for the American

people to fire their man in the White House? The president's allies

assert that his early res1gnat10n would demolish the constitutional
standard for removing a president from office. These arguments are

|
convincing. But constltutmnal revolution might mark an improvement

over the current system After all, in almost every other modern
democracy, chief executives serve only as long as they retain the
confidence of their lel.g1slatures Once they lose that trust; whether by
scandal, policy rever:sal or lackluster performance, their. government
collapses and new ell‘ection_s follow a few weeks later. Just last
month, disagreements about the Middle East peace process brought
down Prime Minister Benjamin Netanyahu's government in Israel.
Without waiting more than! a year for scheduled elections, Israeli
voters can decide whether to replace Netanyahu or return him to

power with a fresh rnandate How much better off would the United

a?es ‘be now, if the dxspute over Clinton's.conduct had already been
decided by a direct electlon? Of course, the United States possesses
no such parharnentary system (and it seems unlikely that two-thirds of
the states will surnrnon a néw constitutional convention to create one).
But just as Roosevelt altered the political system without changing the
constitution, Clmtor% and his adversaries might erode the barriers
againstiremoving pre51dents from power. Like the New Deal, the
. Tesult might strike some Amencans as a constitutional travesty, an
msult to the foundmg fathers But it might also point the way toward

more effective and responsrve government.

Seniors Face’ Large Increase in Medi-Gap Insurance Rate
By Robert A. Rosenblatt o

Los Angeles Times !

WASHINGTON | The dragon of medical inflation is breathing fire.
again, with: m1lhonsI of's senllor citizens facing hefty increases for their
Med1 -gap supplemental insurance this year: Umted HealthCare

pnces approx1mately 9 percent this year. The price increases are

drastically higher than the’overall rate of inflation‘faced by. U.S.

consumers, which is runmng at anegligible 1.5 percent. But

‘Medi-gap, the private msrllrance meant to pay for what: Medicare

‘doesn't covers; is a highly sensitive barometer of actual health care

costs. And the fast- moving insurance prices reflect the reality of caring

for the nation's masses of elderly They are healthy andlong-lived; but

it takes’ tremendousI amounts of money to keep them thatway. The

resurgence of: medical inflation comes at a difficult political-time,

‘when a special con‘gressronal Medicare commission is grappling with

.ideas to assure the ﬁnanc1al solvency of the massive program, which

covers 40 million people §5 and older and the disabled of all ages.

- The soaring healthicosts mean that: -any.solutions the commission

fashions eould be ovemhehned Srrnply by the reality of demographics.
The fastest-growmg group of Americans is people age 80 and above.

Healthier than their counterpa.rts in the rest.of the world, they have

access to new, less-intrusive surgical techniques that make it possible

to replace a hip orja k'nee[ at a more advanced age than ever before.

, For baby boomers/and the1r aging parents, greater longevity is a fact

_of life. And the old will keep getting older. By the census of 2010,

predicted Bill Beach an economist at the conservative Heritage

" Foundation think tank t.he fastest-growing group of Americans will be

-those ages 90 and’above *No one has anticipated what medical

+ science would be able to‘do But the costs of longevity are also

. growing. Now an Iaverage of $15,000 a year is spent for the health -

care of those over| '80. As they age and fall prey to a series of ailments

and chronic condmons many will need additional financial help

~ especially with prescrlptlon drugs, which are not covered by

Medicare. - Mllhons of people already buy supplemental Medi-gap

. coverage because'Medicare won't give them complete coverage for

- hospital and doctor bills! The supplemental insurance .costs about

© $120 a.month for the most basic coverage to nearly $250 a month for

the most cornprehenswe The ""high costs of Medi-gap coverage are

. straining the limited budgets of growing numbers of seniors,"

" according to an artlcle by economists Henry Aaron and Robert D.

. Reischauer of the Brooklngs Institution, a nonpartisan think tank in

Washington. And the pnce tag could escalate.

""Costs have been relatively flat over the last few years, but they are
starting to rise again,” warned Bob Hussey, vice president of
retirement and senior services for United HealthCare, which is the
exclusive Medi- éap sup‘plier for the American Association of Retired
Persons The average age of buyers of his company's Medi-gap

coverage 1s 77, ulp from' 75 afew years ago. Unlike the majority of

i
|
|
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Americans with insurance
their selection of doctors and hosprtals most Medicare enrollees are
still living in a fee-for-service world. They select any doctor who )
participates in the Medicare system. Although health maintenance
organization participation is growing rapidly, notably where drug"
coverage 1s offered, an overwhelming 85 percent of Medicare
beneficiaries remain in the traditional fee-for-service system.

Therefore, 2 significant Medi-gap price increase is a warning sign
about the difficulties of paying for medical care in a steadily aging
society. '‘More'is done for patients at'all stages in the health care
delivery system of 1999, compared with 1965 (when Medicare was
created), and that is what is driving costs," said Karen Ignagn,
president of the American’ Assocratlon of Health Plans, the HMO
trade’ group.

.
y,

The soaring demand for Viagra, the drug that enables impotent men
to have erections, has set off an intense debate over what society can
afford to do for the aging population. Individual consumers, medical
experts, economists and ethicists have to figure out how to *"draw the
line between medical necessity and lifestyles," Ignagni said. ~ Viagra
may be generating the headlines and spawning jokes on the Internet,
but the debates over medical cost and efficacy go on every day in
doctor's offices and hospitals and around kitchen tables.

Dr. Henry Simmons is head of the National Coalition for Health
Care, which includes businesses, health care providers and corporate

.consumers. He argued that the ' whole medical system 1s headed in

absolutely the wrong direction." Citing increased drug advertising
aimed directly at consumers, Simmons said that *newspapers and
television are telling people, "Buy this product, we can really help
you,' when the drug might be of very marginal benefit” But patients
want, and get, more treatments as they age. -And that s precisely the
time of life when most people ** will have some level of chronic
disease," said Dr. Rick Smith, regional elder-care coordinator for
Kaiser Permanente in Northern California. High blood pressure,
arthritis and coronary artery disease are among the conditions that
become more common with age. The:incidence of cancer also rises
sharply. 'If you were healthy until.age-85 and you begin to get sick,
you are much-more prone to wantaggressive things done even though
they may not prolong your life," said Smith, an-internist and
geriatrician. ' Sometimes I'm not sure what the best thing is,” he
acknowledged. '* When a patient is beyond age 85, the efficacy of
many treatments isn't proven."

Ironically, one of the handful of scientifically proven treatments to
increase longevity and health among the elderly isvery low-tech. It
has.nothing to do with Medicare, Medi-gap, or any insurance program
or surgery. It is simple: marriage. The federal.researchers.at the
federal Agency for Health Care Policy and Research found that elderly
people who are married live longer because they are more likely to eat

_breakfast, wear a seat belt, get exercise.and have their blood pressure

checked regularly. And they are less likely to smoke.

Elizabeth Dole Takes Step Toward Possible Presidential Bid
By Ronald Brownstein and Edwin Chen
Los Angeles Times

WASHINGTON - Elizabeth Dole, wife of 1996 Republican
presidential nominee Bob Dole, cracked open the door to a White
House bid of her own Monday, as Sen. John Ashcroft, R-Mo., a
favorite of conservatives, appeared to be edging away from the race.
Elizabeth Dole, in announcing her resignation as president of the
American Red Cross, indicated she intends to explore the possibility
of seeking next,-year's GOP presidential nomination. Ashcroft,
meanwhile, was due to announce his political plans Tuesday in
Missouri. Though aides cautioned that he has not revealed his decision
to anyone outside his family, some around him said signs suggested
Ashcroft would likely forgo a presidential bid and focus on defending
his Senate seat in 2000. Even at this early date, the impending
decisions by Dole and Ashcroft could significantly reshape the
geomeiry of the emerging Republican race.  For most of 1998, the
assumption in GOP circles was that the field in 2000 would be

-crowded with conservative candidates competing for voters on the

right and that Texas Gov. Geéorge W. Bush if he decides to run would

. have little competition for voters in the center. Now that equation

could be essentially reversed. Though little-known nationally,
Ashcroft has built substantial support among grass-roots
conservatives, and if he opts not to run it opens up considerably more
space for such likely conservative contenders as magazine publisher
Steve Forbes and former Vice President Dan Quayle. It's the center of
the GOP field that suddenly looks crowded with not only Dole and
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years ago to cure what she thought ailed the.

| When Hﬂlary Clinton came up with a plan four

] U.S. health-care ‘system, Harry and Louise
| weren't among those cheering. Fictional ¢haracters
| inia series of industry-sponsored advertisements,
‘i they ‘raised very-real concerns about what Mrs.

i Clinton’s proposed “universal coverage”, would mean .

! in practice. They didn’t want Mrs. Clinton practicing
| big-government health care on them, and, as it turned

.| - out, neither did federal lawmakers; who did not give
. the plan a single vote.

but consumers may want to consider what might have
happened without them.. Take. Oregon, for ‘example.

Five-years ago, the state came up-with its own -

universal-coverage plan. Like that of the Clintons, it

i
| promised medical coverage. to poor persons who
{ couldn’t otherwise afford it All they had to do was join. .

," ‘the number of treatments-eligible .for coverage,

1 health maintenance organizations, and government
| officials would see the patients got coverage for the
care they needéd. That government, in its role' as Big
Doctor, would decide what the patient really needed

Unfortunately, it ‘hasn’t worked out that way. The
Oregon plan has turned out to be like one of those -
hospital gowns one can never quite close in back; it leaves:

| ! patients -with something less than complete coverage. -
u For one thing, the New York Times reports, the

I
A
|
| small price to pay for universal coverage..
-
|

' Oregon:plan has proved so-expensive that the state . .

"has'had to abanden its proposal of universal coverage.
'Ib date, there are still 350,000 Oregonians left
*uncovered Even higher cigarette taxes have not’
‘been enough to bring them under the plan's umbrella. .
]Where once Oregon' officials proposed to cover.
‘everyone, they have now set a target of covering all
but S or 6 percent of the population, but even that
target now seems questionable.

! «For-another:-thing;participants must’ fow pay
premiums that range up to' $28 per month for services™

they used to gét for free. The state kicks out those who -

" don’t pay.

. i Finally, the state set upa rauomng plan that dictated
. the kind of medical’ treatment a poor person in Oregon

Proponents of the plan blamed Harry and Louise
and the mdustry for using scare tactics to defeat it, -

. stretch out the time: needeq 402

Oreege~
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It’s enough to make you smk

could receive. The plan covers thmgs hke prevennve .
medicine, hospice care, and life-saving interventions.
But you have to be healthy to merit intervention. If the
" government thinks the treatment. may only extend |
one’s life a week or two, it won't cover the treatment. -
In that case, you better sign up for physician-assisted
suicide — which starting this monththe Oregon plan -
does cover. Welcome, Dr. Kevorkian. (One is reminded
of the old Monty. Python'skit'in which a medieval
haracter pushing a cartful of bodies wanders through
. a town of plague victims crying, “Bring out your
dead” When a candidate for the cart announces he isn't
dead yet, the pusher calmly bops him on the head, puts
him on the cart and moveson.) -
‘What's Oregon going to donow? Gov. John anhaber,
a former emergency room _physician, is proposing
~ tougher screeriing of patients,, .which threatens to

:approve applicatons
"»from aday to at least a month. He also wants to reduce

_proposing that-the stateiwould no‘longer pick up the
tab for care of knee-hgaments damage; contact

.-dermatitis and more.:State lawmakers want to lower
-- rather:than patient and“doctor —seefmed like a

the income levels-of persons eligiblefor.coverage.

-.Said a Blue Cross & Blue Shield official who backs
the -overall approach:of the plan, it**has never
provided what's needed to take adequate‘care of the
population. To get to the nextincrement, we’re going
to have to spend more money, and:to:do that is a
i questmn mark.”

- It doesn’ttake a. complete gcvemment overhaul of
the health-care systern, as Oregon did, to make a mess

/- of things. In a recent Heritage Foundation study of
16 states that tried to increase coverage of the
", uninsured through mandates and regulations on
. companies, the Alexandria-based Galen.Institute
~ found that those 16°had annual average growth of
_vtheir uninsured populatmns elght times that of the’

other 34 as of 1996,
Higher prices, less coverage, less consumer choxce

~— it's enough to make you sick. But that’s what can

happen when government decides to intrude on the
free market and substitute its good irtentions for

those of consumers, doctors and insurers. Just ask
Harry and Louise. -
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.« drew-praise:from fnany Republi-
- ..can:members of Congress; ‘who,

. Cahforma Repubhcan -and cham
- man'of the House Ways and’ Means

. tax cuts would: be‘ Gffset’in-d%bal

PHOTOCOPY
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_President Cliriton. prbpased tax-

breaks -and other. steps ‘yesterday
-, to edse. thefinancial-‘burden on

families that:care for a chronically

~iller dlsableci relative.
- The" proposal carrying ;a price

tag-of $6.2.billion over five years,

said Mr..Clinton Was resurtecting

“. a GOP idea he once opposed.

“I'm'idelighted he has changed
his tune” said Rep..Bill Thomas,

subcommittee -.on - health: “Thls

~ .GOP initiative "the- president ‘has -
:.;adopted .can: make a différende™

He said Hotise Repubhcans made-

_a similar proposalsin their 1994 -~
.. “Contract:With Amierica” "'

Sen. Charles E..Grassley, Towa’

; Republican, chairman of theiSen-

.ate ‘Special .Committee -on Aging,
applatded Mr. Clinten and said he. -

_plans to‘introduce two: bills this .

year to make 1ong-term care more

'affordable LT .
© +. The praise was,;tempered by

.CONCErns about how Mr..Clinton-
intends*tg- pay forithe’ pmposals,

- .which:iri¢lude a’$T,000 tax credit

.10 compensate caregivers-for/such -

. - expenses as’ adult day care andlost
-wages in casesin which they must :

‘work less . to;be hcme to provxde
care. ;
In announcmg hlS mmatwe at’;
White House:ceremony,. ‘Mr..Clin
ton said the revenue logs.frém the-

‘anced budget-he” will submit to.*

Congress in February.. ‘He; pro-

vided no details, however o

Séveral members of" Congress
including Rep. Phil English, Penn-
sylvania Republican, said the plan

must not be paid for thh tax in=v
< able toscare for their loved ones”

creases. .

“The presxdents 1dea has an ex-
cellent chance of moving forward
if he does not raise taxes or pro-
pose other creative revenue-

- ralsmg schemes that have been de-

“feated twosand _three times in the
last several Congresses,” Mr. Eng-

<lish said.

‘Mr. Clmtdn called-his plan “a

" ctitical mew initiative:to give care

433

to- theé''caregivers? ‘He said long-
ermicare would.(become an in-
créasingly’ lmportant issue in the

“21st century asﬁ_the .baby boom
_givesiway to.a

nior boom.”

‘Appearing_ w1th the-president to
.provide personal? testimony to the
needs.of family caregivers was Pa-
tricia:Darlak of‘Waldorf, Md. She
: itevHouse.audience she
is.. strugglmg “to- care for her
" rhdther; who is. suffermg from de-
" .rhiefitia Sheigaid: the cost of her
_rhdther’s careis‘'such a burden that
" shé.may haveto.delay her own re-
txrement in‘order:to: ‘pay the bills:

- Mr Clinton’s ‘initiative also pro-
poses thatthe government start of-
*fermo -federalx workers and re-

'-hope that other
employers would follow suit. Of-

- ficials estimate” that 300,000 gov-

-ernmentemployees would partici-

pate ‘the'model program.

- -MrEClinton will ask Congress

for $625 million:in: .grants to state

and local ;agencigs-on aging.
.Paul Willging, pfesident of :the

~Amer1can ‘Health’ Care Associ-

-ation, representing’ nursmg homes
‘and .other-health care providers,
called” Mr.. Clinton!
“anced approach”

b

- ton, whe'appeared with the.pres- °

1dent yesterday, ‘said hHélp for fam-

. Hﬂy caregivers is long.overdue: .

““Everyone knows that there is
<riot. a sibstitute for famnilies béing

" Mrs; Clinton® sald “But we Some-
_ times forget.that caregivers . also
" need care.. They, too, carry enor-
mous burdens i

long-term care |

e Wagy

an a ‘bal-:
t at least, will
X . stirmulate'debate on-a: tepxc that has
" .gained httle attenuon m recent
“years. . -
"First ’Iady Hxllary Rodham Clm—

ineg
5, 1999

&
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- their farmhes, man
+,O0RN0 ; assmtance the ! difference: will “be-

" the- need for long term,.care because: - al-

" other American ‘families; 1 my own farnily is
" -experiencing - this. When .I -was"home in

PHOTOCOPY
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DonnaE. Shalala
Care for

: substanual
- Our. proposal is: the ﬁrst ‘long-term care

' strategy in. our nation s chistory, and it
recogmz Ltwo truths. Fxrst, as the-number
of seniors continues’to gréw rapidly, so will

* active lives, with agm evxtably comeithe

disabilities of’ old age Seconci it recogmizes

. that long- te:m cafe‘is pimarily being:pro:
- vided at home: often: by family members.

“The ¢oreof our fiveyear, '$6 billion

L initiative is a targeted $1,000 long-term tax "
" credit; paid. for.as part of our balanced:
" budget, for people with Iong-term care

needsor theit caregivers For some families,

~the tax credit will help offset some of the
*direct costs of long:term care, such as adult

day care.or” “home health care visits. For’

. others, it will help offset indirect costs such -

-as unpmd leave 'some caregivers must take.

‘As the president has said, this unt:at:ve will. ;;_'
. help “give care to caregivers.” Bt the .
" important point is that it flexibly. responds B
to the real needs of ‘real famnilies that have.ﬁ

gone unaddressed for 3 years. -

.. Inavery practxca! way; this proposal will
T support caregivers; who are usually women,

in the work force; who aré. trymg to care for,
their elderly or dxsabled loved ones as well.
35 their.spouses dnd. chi]dren [ Like so man

C]eveland over Chnst:ms my cousifis were

Teking Exception -

Presxdent “Clinton’s ;-proposed, “Jong-term
care xmt:atxve 1s fallmg 'so shiortf of a realf

ow recexve htﬂe ’

v talkmg tome about one of triy aunts who has
Alzheimer’s. My cousins are. rushing home.

lenge requires a comprehensave solutxon

Qur initiative also:includes 2 number of. .~
items that Mr. Kuttner simply dismisses o <.

fails to mention:It! ‘would provide funds f
states to creaté onestop-shops where care:
gwers can access commumty resources, find

Amencans and”thexr families, and hopefully,
more busmesses -will ‘investin long-term
care coverage for their employees. Oveéral,

. .ouf initiativeisa pragmatxc, comprehensive .

iresponse. to the gromng problem of long-
term care, .

."Kuttner, al ﬂargues that . the needxest
elderly, whose iné mes"m too low to pay
‘federal ‘taxes, wonld getQ nobenefit, and
«would therefore'be. bypassed. Thisis smxply
‘pot' true. By eliminating ythe ‘complicated
“income supportitest;”. our proposal  would
make tens of thousands .more low-income
families eligible’ for hélp/through the tax
code In addition, as“I ‘noted above, our
s initiative exp.ands semces for ‘both the
disabled and their wengers who do not
. -qualify for: the credit: Th:s initiative is really
" .about providing comprehens:ve assistance,
not just financial asmstance to those reqmr
ingor ptovuimg long-term: care. :

Our proposal also: recognizes the fiscal

’baianced budget framewark that the presi-

..dent and Congress. worked out in a biparti-

san‘fashion. Although the-writer feels other-
wise, it.is 2 framework that will provide a
- ‘solid fiscal fo:mdanon for our chﬂdren and
‘grandchildren.

Aroposed “initiative-is insufficient to offset
all” the césts or address.all the needs
-assbciated with long—term care, it should not

.beiadopted. This suggests that it would be
sbetter. to do- nothmg»to help millions of
“«disabled Americans.and their families than

“to do what we can. strongiy disagree.
oIt is"true that iiitiative will not
ddress all the needs> those requmng or

"'providing’ long-termi care; but'it is a historic - .

0108, £
“the msurance.mdustry* as the writer charg. .
“es.) 'Finally;: as part of this, mmanve ‘the

mht:es ﬂxat Kuttner ‘gnores Any program

Kuttner seems to. argue that smce our '

from work in the middle of the day; every™~ g 4 or:- th- th f
day, to make sure that their mother gets the Amens car?‘s doibling gy:mngg;r goszld:i

help she requires. It is very stressful ’I‘heyn'
need help. But they could find very few
places that would help. them, becatse they
are middle-income and do not qualify for
Maedicaid services.

Although the tax credit represents the

crux of our proposal to help people like my ; .
aunt and my cousins, a complicated chal- gﬁ;%e;;izre oy of Health and '

‘.v;dmg ‘proper care for-our aging and disa-

chanenges of the 215t century The presi-
~dent’s long-term care’ uutxatwe will help us
meetthatcha]lenge o

VI
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: Lang term care; insuranice wouldbe at group rates.h

. _highfor older mdmduals, and some” * -
. employees-—with ma;or illnesses——can t get
~ coverage.

benefits plan. The Clinton’ ‘adninistration is-
© ‘sconsidering sucha package—nat niecessarily..
* linked to long:term care: instrance—as part of its’

OTOCOPY .
s PRESERVATION -

embers are Ehted“by the prospect of
long-term care insurance coverage. .~

Long-term care insurarice is likeapple pie a.nd
motherhood. Everybody is for it: But théreisa -
potential problem. If it happens it could force

. workers to choose betwéen ¢overage and either -

taking reduced benefits for healthinsurance or
retirement or paying more for those benefits.
Premiums will be decided through competitive

. -bidding. The level of government involvernent in -
~'premiums and benefits has yet tobe decided.

The Office of Personnel Management estimates-
-that group rates woutld save many people 10to 15

- percent from what they would pay for similar
_coverage at nongroup rates. Many younger, .

healthier workers can already buy lcw-cost
long-termi care coverage. But premiums are very

+ The concept of long term we insuranceisa
gaod one, -
Thedangeris ‘that Congress or the White -

* . House might use long-term care ifisurance as the .

bait to lure federal workersintoa cafetena-style

plan to dverhaul federal compensanon The™ .
choose-y:our-own benefits 1dea is popular thh Y

The upside of the cafetefia planisthat it allows -
workers to tailor their benefits, Someane, xmght,
for example, electa bare-bonies hea%th plan in

share of their health premium in réturn for : an
enhanced reurement benefit. . L

Long-térm care coverage is supposed to be a
no-cost item to the government.'Workers, retlrees
and ehgible family members wotld pay the full ..°
premium. "Those premiums could range from 3200 &
t0$3,000 a year, dependmg on the age individual ~%
when the coverage is purchased. Health woud not
beafactor.

But there would be costs to the government for -

negotiating benefits with long term care plans and

propose’that workers nge up some benefits, or
. paymore for: them, tokeeplongtermcare, That

~was part of the first long-term care bill introduced
. years ago by then-Sen. Pete Wilson (R-Calif.).

. Unions liked the idea of the insurance but didn’t

want it hnked to other benefits.
“That 1sn't on the table now. But it couid be.

. Which s why workers should keep an eye on
- legislation that would set up the long term care

program.

Meantune;Sen Barbara A. Mikulski (D-Md. )
has introduced the administration’s long-term
care insurance bill. It is similar to the plan
mtroduced ea.rher by Rep. Efijah E. Cummings
(D-Md-)

Under. both plans, rmlhons of people—federal
workers; retirees and relatives—-would be eligible

+ -for coverage.;Republicans last year endorsed a
. somewhat sinilar bill by Rep. John L. Mica

: (R Fla.).
< :Most politicians believe Congress and the
thte House will reachagreement this year ona

- ‘long-term care insurance plan that could be
- effective: sometxme next year,

: SH.RPs New Team

lmm Kaplan, a labor arbitrator and mediator, is

' ‘the new. presidentof the Society of Federal Labor

Relations Professionals—DC Chapter, Pat
Vmghswander of the Nationa! Border Patrol

. Council, is vice president, and the Justice.

Department s Steve Muir is treasurer. To make
sure'that all segments of the profession are
represented the three top offices are held by a
neutral, a uniofi anda management

' representanve
area. Or an employee’ ung'ht choose topay'a Targer::. ©

- Anitemhere Jan. 12 noted that anInternal
Revenue Semce employee had retired after 39

. years sérvice and that the 335ie spent with the -
- localappeals’ ‘office may have been soriie kmd of

‘record. But not for overall service in the IRS.
Tony, Burgess. spotted the item and says wedon't .

} " know. the: meaning of longevity. He says his father.
;James] Burgess may hold the overall record for

“IRS. He retired last’ year with 54 years and nine
beat.

_months of federal semce Thatwdlbe hard to

: Tuesday Jan, 19 1999
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By JENNIFER STE!NHAUER

When the notice came in Decem-
ber that his company’s health insur-
ance premiums were going up 22

" percent, Jonathan South knew what

he_had to.do

about whether to absorb the hagher
costs, pass them on to employees or
not offer benefxts.. While the In-;
creases are more or less the same
nationwide, several factors make
them especlally. painful in New. York

Mr. South, the office manager for a
smatl Manhattan company, dropped
the plan with Cigna Healthcare, one
~that allowed employees to go to doc-
tors out of the network and would
now have cost the company $241 per -
employee each month, and signed up
for a plain vanilla health mainte-
nance plan offered by Aetna, at a
cost of $173 a month,

The company, Eric Winterling .
Inc.,
Broadway shows, also cut its contrf--

bution to its employees’ premlums - -

from 50 percent to 25 percent Half ~

the 15 full-time employees chose to .

go without insurance. . n.
All American buslnesses. — and I
many cases, their employees - are

facing some ol the steepest pri ce
increases for health insurance In al:
most 10 years, as the. nation s health
insurers struggle through a period of
consolidation and falling profits.. But
small businesses ilke Mr. South’s are
feeling the brunt of It, Insurance éx-
perts and business owners say.

For small employers, the In- .

creases have led to tough decisaons

-

which makes costumes for’,

The’ cost of doing business, espe-

cially in_ New York City, is signifis

cantly htgher than in other areas,
“making” the~ iffcreases that much
more of a burden. In addition, small
businesses have no negotiating pow-
er with Insurancé companies, be-

cause New York has the nation’ s

most_ stringent: fortii of a practice
known as. communtty rating, n
which prices for businesses with few-
er than 50 employees are set stnctly
by geographlc area..

And health care experts and policy
> makers worry. that the Increases will
. worSen the problem of the unmsured
" whose nuriibers in New York aré well

above the nattonal“*average As of

fast year; 19 percem of New York
- State, resldents under 85 were unin-
“suréd? In the city. the figure was 28
percent: In comparlson. the [Igures

. wereroughly 16,9 percent in the Dis- -

trict of Colimbia and roughty 11 per-

cent in Pennsylvanla Natignally,
17.6 perceit of those under 65 lacked-

insurance.. -
In January. insurance prices for

businesses with more than 100 em-

PHOTOCOPY
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A partrcular problem

in hrgh-pr:ced New

-The effect of the lncreases will
vary according to the fiscal health,
and'in some cases, the generosity, of
the companies. Whl!e the extremely ford to take it because of the'; amount
tight fabor market will make it diffi . they must contribute. I have consid-
cult-for-employers-to-drop- heahh“ered it but-basically 1"can’t "aflgig

do it
And many emplﬂyees who are of-
fered insurance feel they cannot af-

’“York

Sl

' 'ployees ro5e about ‘B pércent on aver-

age around the country, experts said,

“‘While  small businesses are seeing
increases in the range of -10 to 13

percent, with more anticlpated. New
York's Insurance Department is con-
.‘sidering requests from several com-
panies for rate lncreases tor small

businesses ranging from 7 percem to

‘more than 30 percent.
“Clearly small businesses are get-
ting whacked,” said Elliott Shaw, the
" director. nf government affalrs for
the New York:State Buslness Coun-

among $mall businesses has become
A government_concern.. Yesterday,
the Whité House sald President Clin:

ton would propose a tax credit for’
cbmpanies with fewer than 25 work-

ers that established or jolned pur-
chasing alliances to buy insurance.
And Mayor Rudolph W. Giullant last
week announced two pilot programs
intended to help small buslnesses
buy Insurance.

-~ Bhe Netw ﬂork Utmea
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* and his employees at Party. Glhters. .

clt Addressing these rising costs,

- satd. “A restaurant manager often .

insurance entirely, employees will it sa[d Laurence Woodbury. the
see costs increase in the form of manager of Doggie-Do, a pét groom-

__Breater weekly_contributions. raisedaing, boarding and-retail-Store- on-the — —The-business-federation-does not~
, deductibles and co-payments, or less

Upper East Side.

His boss, Larry Roth, pays half of
the company's policy with Oxford
Health Plans, which went from $300
to $336 a month recently. He was
dismayed by the increase, Mr. Roth
a store in Brooklyn. ““Right now, we-; ‘sali i
pay cash when we go to the doctor  theré nd
and try not'to get sick,!" Mr; Arora- - this Is the perh that is mo§ ifie -
said: . cant 1o, empioyees " he said

Andrew Nathan, who ow i€ res--
taurant Frontiere inSoHo;- regrets -
that he canfiot offer Insurance to-

miore of his employees. He only has
insurance for himself and his two
managers. but the restaurant covers
the full cost of the: premiums even in
the face of fate increases: -

“fean'tturnto a restaurant man-
ager and say Y| can't pay that,’ " he

generous plans.

As it is; 73 percent of .the state’s
uninsured population consists of peo-
ple who have jobs, like Sarup Arora

_ll."

“y =
works an 80-hour week. They have a
high rate of sickness, So Insurance is
a costly necesslty 1 would love to be
able to offer it to more employees if I
could be ﬁnancially successrul and

i contain

And indeed-in recent years; em:
ptoyera have faced modestj SaS
as insurance companies,
market share, often off
counted rates to win busi‘
recent cumohdanon amongthe man~
aged-care companics and their real-
ization that they could not make '
money offering such low premiums
have caused the rates to rise sharply
in the last six months.

“1 think these businesses were de-
luded inte thinking that the private

sk’ of illness  is spréad ou wt

rnall Emp[é yers the Hardest

sector had discovered a panacea for
medical costs,” said Ted Marmor, a
professor of politics at the Yale
School of Management, who has writ.
ten extensively on health care policy. -
“ATid tHi§ i5 a case of getting what *
they feared, partly out of the actions
they took to avoid it.”

see it that way. “Is it cause for
growing cohcern? Absolutely,” said ¢
Jim Weidman, a spokesman for the -
organization. *“But at least now small
employers can still drop insurance, -
and under the Clinton plan, they
would be out of business. And when -
push comes o shove, health insur-

“better, to have a job with no benehts :

than no job.” .
_ In New York Clty. the rise of the-
" uninsured is a major public policy !

problem. and is already puttmge -

- strains on the city’s hospitai system. ;
g such, the Mayor s office has an-;

unced two pilot: plans to address.
the’ lssue One would offer discounted |
to; mall ‘business owners on~

i )Hospltals Corporation, which !
b
uld requtre patients to use certain

‘will form ' an insurance purchasmg
alliance” for small businesses. Em-.
ployers will'be able to buy insurance

through a_central office and offer

pay the difference.

The advantage, said Laurel Pick-
ermg, the Businéss Group's manag-s
ing director, is that employers will
have access to many plans and will
no longer have to do the administra-
tive work, one of the higgest hasqles
with insurance compamc‘i

-



http:W~qbl1.ry

i

‘company :

4
'

‘ Fax #:

e e ¢ e ‘ B ‘ I
JﬂN—@S"199F 98=37 _

Amencanl—lealﬂlCamAssomauon 1201 L Street, NW, Washmgton, DC 200054014

i

i

ﬂMERItﬂN HEALTH CARE

202 B42 3924

-

IHULZNNM%3&m

Facsimzle Cover sheet
Please Deliver Immediately Upon Receipt

/ )

Y

Hb b— 7%%!

| From. &u’\)@z_ \/a_ju.jo aCQ

\/4 /fv“?

P.B1/04

Tél #i

‘Total pages (incl-cover page):

202 -FAE -285F -

Date'

;neésage:

|

; - r——

1f you did not receive a complete and 1egih1e transmission, please call
| 202—-898-28126 |

’The informatiun contained in this facsimile is confidential information |

"intended or
reader of ¢

nly for the use of the individual or entity named above.
_his message is not the intended recipient, the reader is hereby

If the

‘notified that any dissemination, distribution or copy of this telecopy ie

' strictly prohibitad.
-notify us by t
-1 you,

O

‘Fax delivered

’ An«uwdkawMEuanVupﬂanyud

vﬂewuuand

fTime

m

If you have received this telecopy in error, please
elephone por facsimile and destroy the original telecopy.

Thank

Operator

umnhamhcneﬁumundum:udwhmmnmc h eare of
«uumsmuuﬂqmmuww employer. et esr



|

- . i ! - X . . '
) JAN-B5-1993 BB:G'? _ AMERICAN HEALTH CARE ' 202 842 3924 P.g2/84

1
!
|
|
|
|
|

BRUCE YARWOOD




i

JAN-B5-1989 @8;53’? : QMERiCQN HEALTH CARE . 202 842 3924 P.03/84
' i alita

American Health Care Association
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! | ' Contact: Tom Burke
; ‘ : 202/898-2814

Tmmediate Release

H

| AMERICAN HEALTH CARE ASSOCIATION APPLAUDS
5 PRESIDENT’S LONG TERM CARE INITIATIVE
| Tax Credxts Key to Reformmg Long Term Care Financing

|
Washmgton D. C (January 4 1999)--’1'he Amencan Health Care Association

(AHCA) today landed President Clinton for taking important steps in addressing the issue of
providing long term care for our nation’s ciderly and chronically ill.. . o |
“The Pres1dent and the Adm1mstrauon are demonstrating lcadersh;p with the introduction
- of this long term care initiative to assist the chronically ill and their caregivers. AHCA has long
been an avid suppcrter of using tax credlts to help ease the burden of long term care
financing,” saxd Dr, Paul Wlllgmg, president of AHCA. ‘
As the baby boom generatmn ages over the next 30. years it wﬂl increase the need for
~ long term care services and the cun'ent ﬁnancmg system will reach the breaking pomt Adding
tax mcentlves will help relieve pressure on md1v1dua1 consumers and provide access to more
long term health care options. , .
“The Admmlstranon 8 plan also gives 1mportant visibility to long term care insurance.
‘ By provxdmg tlus type of i insurance to the federal workforce, all employers may be encouraged to
examine this !type of insurance for their employees, Willging said.
| Willging further noted the wisdom of the President’s plan, saying, “This plan goes well
" beyond just e{asing the financial burden. By providing badly needed public education about how
to plan for and access long term care, the Administration tﬁkgs on an imi:ortant natio;ml public

service.”

- --more--

1201 L Street, NW » Washington, DC 20005 ¢ (202) 842-4444
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Long Term Care/Add One

Most Amencans do not realize the importance of planning for thelr long term care needs.

“For example,;” added Willging, “virtually all homeowners carry fire insurance but face only a 1
~in 1,200 chancf:e of néa@ing to make a claim. Meanwhile, only 3% of Americans carry long term

care insurance, yet nearly half of all Americans will access long term care services at some point
j in their lives. ?Amc:icans must be educéted.about how to pian for these services.”

AHCA considers the Administration’s announcement a major step toward guaranteeing
access to quahty health care for all Amencans, but notes it is only the first step of many which
wﬂl be reqmred to truly provide reforms to our system for providing and ﬁnancmg long term
e, . |

The pbpulauon growth among the elderly over the next 30 yeaxs is staggering. Decisions
on how to ﬁnance long term care must be made soon in order to ensure access to the system in
the future, Both the public and private sectors must cooperate, innovate and develop policies

which fill thxs growing need.

AHCL{ a federation of 50 affiliated associations, represents over 11,000 non-prafit and for-
profit ass:sred living, nursing facility and subacute centers that provide care to more than one million

elderly and dtsabled Individuals nationally. Helpful information about long term care options can be
obtained through AHCA's. consumer information telephone Ime at 1-800-555-9414 or at the AHCA web

site (www, akéa org).
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.' STATEMENT BY AARP EXECUTIVE DIRECTOR HORACE B. DEETS
" ON PRESIDENT CLINTON’S ANNOUNCEMENT OF A
| LONG-TERM CARE TAX CREDIT
, ,
| |
AARP is pleased that president Clinton has announced a plan to provide a tax credit to
Amencam who need long-term care. This is long overdue recognition to many American
families who are usswming the enormous burden of providing high quality cate to a
family membcr
J
As we approach the 21% Cehtury and as the population ages and Americans live longer,
the demand for long-term care will continually increase. Our nation must look for more
innovative and cost effective ways 1o provide care for people with chronic illnesses and
disabilities and to help sustam their caregwers
l :
For most families or spouses caring for a seriously disabled loved one, the burden they
face in tlme and money can be overwhelming. » This tax credit would help those
caregwcx;s find occasional rehcf enabling them to continue to provide support.
| :
People gjive and receive long-term care in a variety of ways. We already know that those
: who necéi care prefer to receive it in their own homes. The proposed long-tenm care tax
f credit Would provide to middle income individuals with serious chronic illnesses or
AI dlsablhules or to their caregivers, a modest tax bencfit - up to $1,000 per year. It
recognizes the need for those with chronic illness and their caregivers to have some
flexibility in purchasing the'services that are needed. The tax credit is one of a number of
steps theit we need to take tow ard solving the nation’s lon g-term care problems.
: This tax' credit is a step in thc right direction. It builds upon a similar proposal previously
! put forward by Repubhcans AARP will continue to work with the President and
' members of Congress on a: blpm‘tlsan basis to make sure this proposal and future efforts

will help families in need.
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Someona to Stand by You

B

-For Release at 11 AM Contact:
January 4. 1999 Scoft Treibitz
/ 703/276-2772

Reactlon To Clinton Caregwer Proposals

5 ‘ Statement of Stephen McConnall
% Senior Vice President, Alzheimer's Association

Spokaspeopla aro Available for News Intarviews and Talk Shows
E B-Roll Available -
|
"Wrth the proposal heis puttmg forth today, President Clinton gives powerful recognition

of th%\l,ncredlble role that family caregivers play in providing long-term care in this
country."

"Family members are the heart and soul of our caregiving system. They provide at least
70% of the care for people who have Alzheimer's disease, and they do so at enormous
personal cost - physical, emotional and financial."

"Every famlly struggling today to keep a spause or a parent or grandparent at home will
understand and appreciate the importance of what the President is domg today.”

"This mntlatlve will help millions of hard working families address a real problem and
should draw istrong and immediate bipartisan support. The Alzheimer's Association will

work aggressively with the President and Congress to see these proposals enacted into
law this year. "

o o -30-
!

' CAREGIVERS STUDY

The Alzheimer s Association and the National Alliance of Caragiving will soon
releasa a national report on Caregivers of those mth Alzheimer's.

| For details and a general overview
contact Scott Treibitz at 703/276-2772
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ALZHEIMER'é DISEASE AND RELATED DiSORDERS ASSOC;IAT!ON, INC,

Washington Office; 1319 F St., NW, Suite 710 # Washington, DC 20004  Phone: (202) 393-7737 ® Fax: (202) 393-2109
! ’ ' '
E



3
kY

R

&
/
.

-

01~C4=-28311:13AM;COUNCIL ON AGING 347298908

NEWS RELEASE
From the National Council on the Agmg

NC?A Supports President’s Long-Term Care Initiative

FOR IMMEDIATE RELEASE
CONTACT: Michael Reinemer, 202 479-6975, Jim Hood, 202 479-6976

WAS}‘"IIN GTON, Jan. 4, 1999 - James Firman, the President and CEQ of the National

Council on the Aging (NCOA), today expressed the orgamzatlon s support for the new long term

care initiative proposed by Premdent Clinton and Vlce-Presuient Gore, but cautioned that it is
“just the beginning.”

“As the American population ages, long-term care will rapidly replace child care as a major

concern of lj)aby boomers,” Firman said.

“The éroposal would provide some much-needed help in alleviating the tremendous
burdens that millions of families face in trying to care for loved ones who are unable to help
themsclves,i” Firman said. “Coverage for chronic illness is the biggest'gap in our nation’s health
care system. Currently, people with long-term chronic illness are forced to exhaust their life

savings before receiving any assistance. We can do better for America’s families.”

Clinto’xtl is proposing $6.2 billion tax break to the millions of Americans who need long-
term care and for their caregivers, in the form of a $1,000 annual tax credit to help patients and
their caregwers cope with the effects of A]zhelmer s disease, strokes and other disabling -

conditjons. |

The initiative recognizees the growing number of disabled persons who are being cared for -

in private homes, usually by family members -- an estimated 60 percent of the five million

Americans {vith chronic illnesses. The number is expected to grow as the population ages.

z/
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The isisue is particularly important to middle-aged women, Firman noted. Women comprise
more than 80 percent of the family caregivers for chronically ill older Americans. The average
caregiver is; a 57 year old married woman. “It’s about time middle class, sandwich generation

caregivers got a little help,” said Firman.
I

|
P

NCOA applauded the intergenerational nature of the proposal and the flexibility it would
provide to families to determine their own needs. “The proposal would enable a daughter, for
example, toE pay for about 25 visits to an adult day center for an disabled parent,” Firman said.

“This wouhéi provide much-needed relief and help families to stay together and keep loved ones
out of instit][utions.” ‘

i

'
i

The prioposal is also consistent with programs sponsored by NCOA’s Center for Consumer-

Directed Sefrvices, Firman said.
!
|

Cﬁntofx is also expected to ask Congress to distribute $125 million yearly to state and local
agencies for older persons, to enable them to furnish more support to caregivers, including

respite care,% training and stress management.

!
1

“We arfe also excited about the family support program included in the proposal,” Firman
said. ‘NCdA looks forward to working with the Administration on Aging to reauthorize and
improve ﬁnf,ding for services under the Older Americans Act, which provides essential home and

l
community-based care and support for frail, lower income seniors,” he added.

i
l :
NCOAE is an association of organizations and individuals dedicated to promoting the

dignity, self-fdetemﬂnation, well-being and continuing contributions of older persons through

leadership and service, education, and advocacy. NCOA's members include professionals and
volunteers, s,lervice providers, consumer and labor groups, businesses, government agencies,
I N .

religious groups and voluntary organizations.
i
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| @ungtzss of the Cnited States

PHouse of Representatives
| Raghington, BE 20515 )
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1 .

g January 5, 1999 : ;
| )
|
l

|
Dear ngocratlc Colleague:
Monday,’the President proposed a long-term care
initiatiive, which received a supportive editorial in
today’ s.maa;;ngign__gﬁn This initiative has the
potential to be a bipartisan incremental improvement in
nealth care. I certainly hope so.

| - : ,

| . . . . . .
For the record, in checking the history of this issue,
you. majfbe interested in the attached chart which shows

differences between the President’s preoposal and past
proposa%s.
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PRESIDENT CLINTON AND VICE PRESIDENT GORE UNVEIL HISTORIC LONG-TERM
CARE INITIATIVE TO SUPPORT FAMILY CAREGIVERS AND HELP ADDRESS GROWING
’ LONG TERM CARE NEEDS
' January 4, 1999

Today, President Clinton is unveiling an historic new 1n1t1at1ve to support Americans with long-term care
needs and the millions of family members who care for them. This four-part, $6.2 billion (over five
years) initiative takes important steps to address complex long-term care needs through (1) an

. unprecedented $1,000 tax credit that compensates for formal or informal costs Americans of all ages with -

long-term care needs or the family caregivers who support them; (2) a new National Family Caregwers
Support Program that provides a range of critical services for caregivers such as respite, home care

. services, and information and referral; (3) a national campaign to educate Medicare beneficiaries about the

programs’ hmlted coverage and how best to evaluate long-term care options; and (4) a proposal to have
the Federal govermnent serve as a model employer by offering quality prwate long—term care insurance to
Federal employees at group rates. '

The President 13L being joined by the First Lady, Secretary Rubin, Secretary Shalala, and OPM Director
LaChance to unvell this initjative at the White House and the Vice President and Mrs. Gore are '
participating from an adult day care center in California, one of four States with model statew1de fannly
caregiving resource programs. : ‘ :

MILLIONS OF AMERICANS HAVE LONG-TERM CARE NEEDS

. More and more Americans have a range of long-term care needs. Over five million -
Americans have significant limitations due to illness or disability and thus require long-term care.

s ApprOXiJmatel'y, two-thirds are older Americans. Also, millions of adults and a growing number of
children have long-term care'needs because of health condition from birth or a chronic illness
developed later in life. :

. The agiLg of Americans will only increase the need for quality long-term care options. The
 number of Americans age 65 years or older will double by 2030 (from 34.3 to 69.4 million), so
that onelin five Americans will be elderly. The number of people 85 years or older, nearly half of

whom nleed assistance with everyday actwmes will grow even faster {from 4.0 to 8.4 million).

|

- MULTI- FACETED INITIATIVE TO SUPPORT FAMILY CAREGIVERS AND ADDRESS

GROWING LONG TERM CARE NEEDS. The President is unveiling a four-part initiative that is
designed to address the broad-based and varied long-term care needs. It will: provide immediate support
and assistance for the millions of Americans who care for family members with major long-term care
needs; educate the elderly and people with disabilities about long-term care issues and options; and
promote new promlsmg strategies directions for long-term care policy for the twenty-first century. The
President also called on the Vice President to host a series of forums around the nation to raise awareness
about the need to support family caregivers and address the growing 'need for long-term care options.




The long-term c?:are proposal being unveiled today by the President and Vice President includes:

. Supporiting families with long-term care needs through an historic $1,000 tax credit. This
initiative, for the first time, acknowledges and supports millions of Americans with long-term care
needs or the family members who care for and house their ill or disabled relatives through a
$1,000 tax credit. This new tax credit supports the diverse needs of families by compensating a
wide range of formal or informal long-term care for people of all ages with three or more
hm1tat10ns in activities of daily living (ADLs) or a comparable cognitive impairment. This
proposal which supports rather than supplants family caregiving, would provide needed
financial support to about 2 million Americans, including 1.2 million older Americans, over
500, 0()0 non-elderly adults, and approx1mately 250,000 children. It costs $5.5 billion over five

 years.and phases out beginning at $110,000 for couples and $75,000 for unmarried taxpayers.

: i

"« Creating an unprecedented National Family Caregiver Support Program. Recent studies

' have fodnd that services like respite care can relieve caregiver stress and delay nursing home
entry, arid that support for families of Alzheimer’s disease patients can delay institionalization for
as long as a year. This new nationwide program, strongly advocated by the Vice President,
would support families who care for elderly relatives with chronic illnesses or disabilities by
enablmg states to create “one-stop-shops” that provide: quallty respite care and other support
services' critical information about community-based long-term services that best meet a
famllles needs; and counseling and support, such as teaching model approaches for caregivers
that are copmg with new responsibilities and offering training for complex care needs, such as
feeding tubes. This program, which costs $625 million over five years, would assist
approxxmately 250,000 families nationwide.

s

. Launchmg a national campaign to educate Medlcare beneficiaries about the programs’
hmlted coverage of long-term care and how best to evaluate their options. Nearly 60 percent
of Medicare beneficiaries are unaware that Medicare does not cover most long-term care, and
many dot not know what long-term care services would best meet their needs. This $10 million
nationwide campaign would provide all 39 million Medicare beneficiaries with critical
1nf0rmat10n about long-term care options including: what long-term care Medicare does and
does not cover; how to find out about Medicaid long- -term care coverage; what to look for in a
quality prlvate long-term care policy; and how to access information about home-and
commun}ty-based care services that best fit beneficiaries’ needs.

. Having téhe Federal government serve as a model employer by offering quality private long-
term care insurance to Federal employees. The President also called on Congress to pass a new
proposal Zthat allows OPM to use its market leverage and set a national example by offering non-
subsidized, quality private long-term care insurance to all federal employees, retirees, and their
families at group rates. This proposal, that costs $15 million over five years, will provide
employefs a nationwide model for offering quality long-term care insurance. OPM anticipates that
approxirr}ately 300,000 Federal employees would participate in this program.

| : S
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COMPARISON OF THE PRESIDENT’S LONG-TERM CARE TAX CREDIT
WITH THE CONTRACT WITH AMERICA PROPOSAL
|

There werej: actually two different proposals offered by Republicans in 1995:

. Taé& credit: $500 refundable tax credit for taxpayers who house certain family members
(parent, grandparent) who needs “custodial care” (2 + ADLs or similar level of disability -
due to cognitive impairment). Taxpayer must be providing at least half of the support for
the%person with long-term care needs. There is no upper income limit on the credit.

Ihijs,.was included.in HR 11, The Family Reinforcement Act, but dropped from the
Republican budget. JCT estimated the cost at $8 billion over 5 years.

. Tazi& deduction: $1,000 tax deduction for taxpayers who house certain family members
(pa;rent,!spouse or former spouse) who is “physically or mentally incapable of caring for
himself’ ’,

l
Tlns was included in HR 2491, the Balanced Budget Act of 1995 that was vetoed by the
Premdent

Issues: |

. Narrow eligibility:‘ Neither proposal gives the credit to:

- | People with chronic illness or disabilities themselves;
- | Children and most non-elderly adults; and
- | Many caregivers since the support test essentially eliminates people receiving

E Social Security from eligibility.

LI Loiwer amount:- Although the tax credit was refundable, the amount is half of the
amount under the current proposal.
|
. No upper income limit -- and the deduction actually benefits the wealthy over the lower-
1ncome taxpayers.

l

'
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(Title II of the Family Reinforcement Act)

\

|

|

‘ - ELDERCARE TAX CREDIT

|

|

1 A Proposal in the Contract with America

, This proposal provides a $500 tax credit for taxpayers who maintain a household  for
certain family members who need "custodial care". The credit is refundable (i.e. if the amount
of the credlt exceeds the taxpayer’s total liability for the year, the government pays the taxpayer
the dlfference) The estimated 5-year cost of the credlt is $8 billion,

. The person who needs care must be:

L 2 the parent or grandparent of the taxpayer or the taxpayer’s spouse (Although it
is described as an "eldercare" credit, there is no specification of the age of the
{ person needing care.)

®  certified by a physician as "unable to performv without substantial assistance at
feast 2 activities of daily living" g_ "having a similar level of dlsablhty due to
\ . cognitive impairment”

L living in ("principal place of abode") the taxpayer’'s home for more than half the
i year, '

|

The taxpayer or the taxpayer’s spouse must furnish over one-half the cost of mamtammg
the household.

|
The credit takes effect in the 1996 tax year.

\
Issues ]
|

1. The credit provides minimal financial assistance (the equivalent of about two and a
half weeks of day care and probably less home care).

|

2. It is not targeted. A taxpayer gets the same credit regardless of income.

|

‘ 3 The credit is expensive and, under budget rules, must be paid for by cuts in spending.

The spo‘nsors have not said where those cuts will be made.

4 The proposal covers only a portion of persons with this level of disability who are
recc1v1ng care from family members. It does not cover care of spouses (thus excluding a large
portion of Alzheimer families), ch11dren adult children, siblings, or any other family members.

5 The proposal recognizes dlsablhty based on cognitive 1mpa1rment.
|
6 It does not cover persons with mental impairment other than cognitive impairment.

| : . .
7. It does not provide any help for persons with disabilities or chronic disease (including

persons with Alzheimer’s disease) who are not living with a family member.

S
|
|
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- ' . . TITLE II—ELDERCARE
|+ . ASSISTANCE
SE(;'J. 201..REFUNDABLE CREDIT FOR CUSTODIAL CARE OF
‘ - CERTAIN DEPENDENTS IN TAXPAYER'S
i : HOME. |

| (a) IN GENERAL.—Subpart.C of part IV of sub-
cha%pter A of chapter 1 of the Internal Revenue Code of
192%6 (relating to refundable éredits) is amended by 'redes-
ign%ating section 36 as section 37 and by inserting after

seci;ion 35 the following new section:

i #

|
: " REQUIRING CUSTODIAL CARE IN THEIR

1 : HOUSEHOLDS. ; _
1 “(a) ALLOWANCE OF CREDIT.—In the case of an in-
diviLiual ‘who maintains a household which includes as a
mexinber one Or more qualiﬁed persons, there shall be al-
10Wéd as & credit against the tax imposed by this subtitle
for Ethe taxable yeaf an amount equal to $500 for each
such person. |

: “(b) DEFINITIONS.—For purposes of this section—
‘ “1) QUALD?IED PERSON..-—-T‘he term ‘qualiﬁed
person’ means any individual—

| “(A) who is—

“SEC. 36. CREDIT FOR TAXPAYERS WITH CERTAIN PERSONS
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+" %) a father or mothér, or stepfather
or stepmother, of the taxpayer, his spouse,
or his former spouse, or
“(ii) a father or mother, or stepfathez?
or stepmother, of an individual described
in clause (i), ,
“(B) who has been certified by a physician
as— ' '

“(i) being unable to perform (without

substantial assistance from another indi-

vidual) at least 2 activities of daily living
(as defined in paragraph (2)), or ‘
{(1) having 'a similar level of disabil-
ity due to cognitive impairﬁent, and
“(Q) who has as his principal place of
abode for more than half of the taxable year the
‘home of the taxpayer.
“(2) ACTIVITIES OF DAILY LIVING.—For pur-
poses of paragré,ph (1), esch of the following is an
- activity of daily living: |
“(A) BATHING.—The overall complex be-
havior of getting water and cleansing the whole
body, including turning on the water for a bath,

shower, or sponge bath, getting to, in, and out

HR 11 IH
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7
of a-tub or shower, and washing and drying
oneself,

“(B) DrESSING.—The overall complex be-

‘havior of getting clothes from closets and draw-

ers and then getting dressed.

(8] TOILETING.—The act of going to the
toilet room for bowel and bladder function,
transferring on and off the toilet, cleaning after
elimination, and arranging clothes.

“(D) TRANSFER.—The process of gettiflg
in and out of bed or in and out of a chair or
wheelchair. | |

“(B) EaTING.—The proéeés of getting
foodh from a plate or its equivalent into the

| mouth,

© “(3) PHYSICIAN.—The term ‘physician’ means
a doctor of medicine or osteopathy legally authorized
to practice medicine or surgery in the jurisdietion in

which he makes the determination under paragraph

“(e) SPECIAL RULES.—For purposes of this seetionl,
rules similar to the rules of paragraphs (1), (2), (3), and

l y :
(4) of section 21(e) shall apply.

A'IIRH.!I‘IA . i
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“(d) REGULATIONS.—The Secretary shall prescribe

2 such regulations-as may be necessary to carry out the pur-
3 poses of this section.”

4 (b) CONFORMING AMENDMENTS,—

5 (1) Paragraph (2) of section 1324(b) of title
6 . 381, United States Godé’, is amended by inserting *‘or
7 36’ after “‘section 35". | |

8 (2) The table of sections for subpart C of part
9 .

IV of subchapter A of chapter 1 of such Code is

10  .amended by striking the item relating to section 36
11  and inserting the following:
“Seec. 36, Credit for taxpayers with certain persons requiring eus-
todial care in their households. -
“Sec 87. Overpayments of tax."”
12

' (e) EFFECTIVE DATE.—The amendments made by
13 this section shall apply to taxable years beginning after
14 December 31, 1995.

15 TITLE II—CHILD PROTECTION

16 SEc, sol. INCREASED PENALTIES FOR USE OF A COM-

17 PUTER IN SEXUAL CRIMES AGAINST CHIL-

18 DREN.

The United States Sentencing Commission shall

20 amend the sentencing guidelines applicable to section
21 2252 of title 18, United States Code, to increase the of-
22 fense level by 2 levels if a computer was used in the trans-

23 porting or shipment of the visual depiction.

sHR 11 IH
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g H.R.2491

.

Balanced Budget Act of 1995 (Enrolled Blll (Sent to Presndent))

SEC. 1100S. EDEDUCTION'FOR TAXPAYERS WITH CERTAIN PERSONS
REQUIRING CUSTODIAL CARE IN THEIR HOUSEHOLDS.

|
(a)IN GENERAL Part VII of subchapter B of chapter 1 is amended by redesignating section 221
as sectlon 222 and by inserting after section 220 the following new section:

"SEC. 221. TAXPAYERS WITH CERTAIN PERSONS REQUIRING CUSTODIAL
CARE IN THEIR HOUSEHOLDS.

“(a) ALLOWANCE OF DEDUCTION- In the case of an individual who maintains a household
which includes as a member one or more qualified persons, there shall be allowed as a deduction
for the taxable year an amount equal to $1,000 for each such person.

(b) QUALIFIED PERSON- For purposes of this section, the term quallﬁed person’ means any

individual--

(1) who is a father or mother of the taxpayer, his spouse, or his former spouse or who is an
ancestor of such a father or rnother

(2) who is physwally or mentally incapable of caring for h1mself

(3) who has as his prmmpal place of abode for more than half of the taxable year the home
of the taxpayer,

(4) over half of whose support, for the calendar year in which the taxable year of the
taxpayer begins, was received from the taxpayer, and

(5) whose name and TIN are included on the taxpayer s return for the taxable year.
For purposes of paragraph (1), a stepfather or stepmother shall be treated as a father or mother.

- (o) SPECIAL RULES- For purposes of this section, rules similar to the rules of paragraphs (D),
(2), (3), and (4) of section 21(¢) shall apply.'

|
(b) DEDUCTION ALLOWED WHETHER OR NOT TAXPAYER ITEMIZES OTHER
DEDUCTIONS- Subsection (a) of section 62 is amended by msertlng after paragraph (16) the
followmg new paragraph:

(17) TAXPAYERS WITH CERTAIN PERSONS REQUIRING CUSTODIAL CARE IN
THlElR HOUSEHOLDS- The deduction allowed by section 221.'

|
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(©) CLERICAL AMENDMENT- The table of sections for part VII of subchapter B of chapter 1 is
amended by stnkmg the last 1tem and msertmg the followmg new 1tems

“Sec. 221. Taxpayers with certain persons requiring custodial care in thelr households
“Sec. 222. Cross reference.’ ‘

@ EFFECTIVE DATE- The amendments made by this section shall apply to taxable years
begmmng after December 31, 1995.

f Subtitle B--Savings and Investment Incentives

CHAPTER 1--RETIREMENT SAVINGS INCENTIVES

Subchapter %&--Indwndual Retlrement Plans

PART I—-REST ORATION OF IRA DEDUCTION

SEC. 11011. |RESTORATION OF IRA DEDUCTION.
(@ INCR!EASE IN INCOME LIMITS FOR ACTIVE PARTICIPANTS-

(1)‘ IN GENERAL- Subparagraph (B) of section 219(g)(3) (relatmg to apphcable dollar
amount) is amended to read as follows: .

‘(B) APPLICABLE DOLLAR AMOUNT- The term ‘applicable dollar amount'
means the following:

*(i) In the case of a taxpayer filing a joint return:
The applicable
"For taxable years beginning in:

dollar amount is:

| 1996
$45,000 }
| 1997
$50,000
1998
$55,000 | -
] 1999
$60,000 |
i 2000

$65,000

11/11/98 4:30 PM
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DRAFT: COMPARISON BETWEEN THE 1995 PROPOSALS AND THE
PRESIDENT'S PROPOSED TAX CREDIT FOR LONG-TERM CARE

”“"“ R i 1998 House Budget | 1995 Confevenicé Budgel — | ~1999 President’s Budget Proposal [
‘ . Proposal Proposa)
Baaic Policy ' $500 Credit for Ceregivers of $1,000 Deduction-for Long- | $1,000 Credit for Poople with Long-
Parents with Long-Term Term Care Bxpenses Term Care Needs or their Caregivers
Care Needs -
Cont over 5 years $0.9 billion (JCT) $0.56 billion (JCT) $5.5 billion (Treasury)
Who Gots {he Credit: '
Caregivers of Pagents with Cheonic Yes Yes Yes
Hlaess & Disahitity
o L’Zf’?lui;'i‘;’f:‘i:ﬁi;;i:’f""‘“"“”‘ No No Yes
Carcgivers of Adulta with Chronic No No Yes
Ilness & Disability
Caregivers of Childreg with No No Yes
Chronic liness & Disability
Spouses of People with Chronic - No No Yes
Hliness & Disability :
Peaple with Chronic [llness & No No Yes
Disability Themselves
Upper income limita None Naone $95,000 for singles, $130,000 for couples "

» The President’s tax proposal is'ane.pan of a broader initialive that includes the new $625 million Family Caregiver Program that would provide
real services -- respite care, counseling, information -- to caregivers. Aging advocates strongly suppord (his initiative both because the tax
_proposal is much broader and more genetous and because the financial asslstance is complemented by the important, new Caregiver Programi.

» The President did not veto the 1995 Republican budpet because of the tax proposal -- he vetoed the legislation beceuse of ita massive cuts to
Medicare, Medicaid, education, and environmental spending.
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| PRESIDENT CLINTON’S LONG-TERM CARE INITIATIVE:

How It' Assists Non-Elderly People with Long-Term Care Needs, January 4, 1999

| ‘
Today, Pre51dent Clinton is unveiling an historic new initiative to support Americans with long-
term care needs and the millions of family members who care for them. This four-part, $6.2
billion (over hve years) initiative takes important steps to address complex long-term care needs
through: (1) an unprecedented $1,000 tax credit that compensates for formal or informal costs of
Americans with long-term care needs or the family caregivers who support them; (2) a new
National Farr;xily Caregivers Support Program that provides a range of critical services for
caregivers such as respite care, information, and referral; (3) a national campaign to educate
Medicare beneficiaries about the programs’ limited coverage and how best to evaluate long-term
care options;iand (4) a proposal to have the Office of Personnel Management (OPM) serve as a
model emploﬁyer by offering quality private long-term care insurance to Federal employees.
|

Although mo?st people with long-term care needs are elderly, a large and growing number of non-
elderly Americans have chronic illnesses or disabilities and would benefit from these policies.
About two mﬂlion non-elderly Americans have significant limitations due to illness or disability
and live in the community. The number of children with disabilities has been rising. Long-term
care, pr0v1ded in the most appropriate, integrated setting, can help children grow to their full
potential and enable adults to live independently.

*  $1,000 tax credit for people with long-term care needs or their family caregivers. This
new tax credlt would target people of all ages with three or more limitations in activities of
daily hvxng (ADL) or severe cognitive impairments. It recognizes the diverse needs of
people with disabilities and their families, compensating for the wide range of formal and
informal costs of long-term care, such as personal assistance services, respite care, and -
reduced hours at work for the caregiver. An estimated 500,000 non-elderly adults and
250,000 children or their family caregivers would benefit from this credit. .

. National!campaign to educate Medicare beneficiaries about long-term care options.
Nearly 60 percent of Medicare beneficiaries are unaware that Medicare does not cover most
long term care. This $10 million nationwide campaign would provide all 39 million
Medicare beneficiaries -- including the 5 million beneficiaries with disabilities -- with
critical information about long-term care options including: what long-term care Medicare -
does and does not cover; how to find out about Medicaid long-term care coverage; what to
look for i 1n a quality private long term care policy; and how to access information about
home and community based care services that best fit beneficiaries need.

‘e Offering quality private long-term care insurance to Federal employees. This proposal
allows the Federal government as the nation’s largest employer to use its market leverage and
set a national example by offering quality private long-term care insurance to all Federal
employeés, retirees, and their families. About 100,000 Federal employees with some type of
disability§ and another 27,000 employees with severe disabilities would be eligible.

|

These proposa]s represent the President’s ongoing commitment to promotmg communlty -based

long-term care as demonstrated by his approval of over 300 Medicaid home and community-

based waivers, proposal to eliminate the need for such waivers, and other administrative actions.
! A

{
i
|
\
[



Page 1]

LONG-TERM CARE INITIATIVE
QS AND AS, January 4, 1998

|

How is this tax policy different than the $500 credit in the Republican
Contract with America?

This Eproposal is quite different -- and we think much better. Firét, it would
give twice as much assistance {$1,000 credit). Second, many more people
would be eligible under this proposal. It would go to people who have

~ long-term care needs or their spouses, not just to relatives who qualify as

caregivers. It also would broaden significantly the definition of a “caregiver”.
by eliminating the “support test,” which essentially excludes people with
Social Security income. Our proposal also targets the dollars on middle-class
families by phasing out the credit at higher income levels. Finally, it is part
of a ;larger, well-rounded initiative that would help caregivers both financially
and through real services in the new Family Caregiver Program.

We are glad, however, that Republicans have supported a similar concept,
and seem to want to take credit for this proposal. It makes us optimistic
that Republicans and Democrats in Congress can work together to pass this

initiative and provide meaningful support for family caregivers.

|
|
{

Didn’t the President veto a family caregivers’ tax credit in 1995?

The President vetoed the 1995 Republican budget, which included massive
cuts'to Medicare, Medicaid, education, and environmental spending.
Someplace within that budget was a long-term care tax deduction that was
poorly targeted and disproportionately benefited upper income families. For
obvious reasons, the President was not willing to sign the whole 1995
RepL:Jincan budget to gain this poorly constructed long-term care tax:
proppsal.

Background: There were actually two different proposals offered by
Republicans in 1995: a $500 tax credit that was introduced in early 1995 as
a refundable credit for taxpayers housing certain family members (parent,
grandparent) needing “custodial care” {2 + ADLs or similar level of disability
due to cognitive impairment); and a tax deduction of $1,000 for taxpayers
hous;ing certain family'members (parent, spouse or former spouse) who are
“physically or mentally incapable of caring for himself.” The latter was in the
Balanced Budget Act of 1995 that was vetoed by the President.

!
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How is this initiative funded?

This;initiative‘is fully funded through offsets in the President’s proposed FY

2000 budget. The tax proposal is funded through tax offsets such as closing -

tax Ibopholes. All of these provisions will be described in the budget
documents released in-early February.

Follow-up: Isn'tit irresponsible to announce specific spending proposals
W!thout announcing how these proposals will be ﬁnanced?

Not at all. The President will ensure that this -- and all other new initiatives
-- will be fully paid for as part of his overall balanced budget proposal. Like
most budgets, the President’s FY2000 budget will not contain a specific
dollar-for-dollar link between new proposals and offsets. The bottom line,
however, will reflect the President’s long-standing commitment to a balanced

" budget. Moreover, not one dime will be taken away from the surplus for this

initia;tive.
{

Whylisn’t the tax credit refundable? Doesn’t this mean that low-income
people are not helped by this initiative?

i .
No. ’Eligibiﬁty for the tax credit was carefully designed so it reaches virtually
all taxpayers with significant long-term care needs. In addition, many
individuals who do not pay taxes will be able to gain some benefit from this
credit because their caregiver files tax returns. Finally, other aspects of the
initiative announced today will benefit all people with long-term care needs,
regardless of tax status. The new Family Caregiver Program targets
assistance to low-income families who provide long-term care to their elderly
relatives, and the Medicare long-term care information campalgn will help all
benef:cnarfes regardless of income.

Whyiisn't there a greater emphasis placed on private long-term care

_ insur;ance in your initiative?

‘The Federal employees’ insurance initiative and the Medicare education -

campaign are both designed to give people information and encourage them
to purchase high-quality long-term care insurance. However, even according
to optimistic industry projections, if every baby boomer who could afford
private insurance purchased it, less than one-third of long-term care costs
would be paid for by private insurance in 2030. This initiative explicitly
recognizes that long-term care will continue to be funded and provided
throq:gh multiple sources and thus addresses it through a multi-faceted
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response.

|
I

By focusing on family caregivers, are you implying that you are not interested
in expanding Medicare and Medicaid long-term care coverage?

The President has a strong track record of encouraging innovative long-term
care|services through Medicaid. Today, 20 percent of Medicaid long-term
care:spending is devoted to home and community-based long-term care
services -- double the percent in 1987. The President has encouraged the
shift'away from Medicaid’s “institutional bias” by approving over 300
waivers for local home and community-based care programs and proposing
to repeal the need for such waivers.

Medicare was not designed to cover long-term care, as the Bipartisan
Com;mission on the Future of Medicare has noted. The President looks
forward to the recommendations of this Commission on long-term care and
other benefits. But given the financing crisis facing Medicare, it seems
unllkely that the Commission will vote for a significant expan5|on of Medicare
coverage in this area. -

' i

While Medicare and Medicaid cannot be relied on to finance all long-term

care,f the President will continue to support creative targeted policies, both
administrative and legislative, that cost-effectively and appropriately provide
for effective long-term care services. '

}

Isn’ t this a drop in the bucket relatlve to the size of the long- -term care
problem7

Any ‘initiative that spends $6.2 billion over 5 years has to be considered a
significant proposal. It would make a major contribution toward helping over
2 million Americans afford and obtain much-needed long-term care services.
No one in this Administration has or will suggest that this initiative on its |
own' will address all of the problems. But it recognizes and provides
meanmgful support for the caregiving provided to Amerlcans of all ages with
chronlc illness or disability.

\
Isn’t this policy another attempt to distract from impeachment?

! .
Anybne who has followed this President since he has taken office will
recognize his ongoing commitment to help meet the needs of American
famllles This initiative is a classic example of that comm|tment The

1
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-

President has been working on it since the Spring of 1998 and, because it is
a new initiative that will be included in his upcoming FY2000 budget, wanted
to release it early to ensure that it receives the attention and conmderatmn
that |t deserves. :

Q How;do you think Republicans w1ll respond to this |n|t|at|ve'? Will it pass this -

year7

A, The Fresident believes that this initiative has great potential to attract strong
bipartisan support in this Congress. It addresses a set of real problems
through an approach that both Republicans and Democrats can embrace.
And he believes that any policy to recognize and relieve the tremendous
responsibilities that caregivers shoulder should and will receive favorable
consideration by both parties in the upcoming Congress.

:

|

'
{

Q. Is the Medicare buy-in, the Jeffords-Kennedy bill, etc. in this year’s budget?

A.  The President will not address any other health-care initiatives today. In the
coming weeks, he will unveil other proposals and initiatives in the budget.
For today, we want to focus on this new and historic commitment to
address Americans’ long-term health care needs.
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BACKGROUND: PRESIDENT CLINTON’S LONG TERM CARE INITIATIVE

| January 4, 1999
1 : . , .

Americans of all ages partzcularly the elderly and their famzlzes fear developing a need for
intense, ongoing long-term care. Unlike acute care, long-term care is rarely paid for by private
insurance and Medicare, and is more likely to require out-of-pocket expenditures. It also takes a
huge fi nanczal and emotional toll on family and friends who provide most of this care: Because
of its complexzty however, no single policy can “solve” this problem. Thus, the President is
proposing a multi-faceted initiative to provide immediate assistance with long-term care & help
prepare for‘,what will surely be one of the great challenges as the baby booni generation ages.

1

GROWING NEED FOR LONG TERM CARE

Who needs long-term care. People with chronic illness or disability not only need doctor
hospitalland other acute care services -- they also need a wide range of services to manage
their health conditions and perform basic activities of daily living. For example, people with
strokes may be bed-bound due to paralysis and need help with eating, moving and changing -
their feéding tubes. Diabetics or people- with congestive heart failure may require frequent
injections, medication and doctor visits. People with Alzheimer’s disease often need
constant monitoring and changes to their physical environment to allow them to live at home
safely. ‘;Long-term care encompasses these and other services. It is probably the most
complicated area of health care, since it varies based on a person’s specific condition and
limitations as well as access to care from institutions, health providers, families and friends.

|

. About 5} million Americans of all ages have signiﬁeéntilimitations (cannot perform 3 or more

activities of daily living without assistance) because of illness or disability and thus require -
long- term care. Nearly 2 million of these people live in nursing homes; the remainder live in -
the community and benefit from irreplaceable and uncompensated caregiving from countless
relatives and friends. In addition, millions more Americans have chronic-illnesses or-
disabilities that are less limiting but still require long-term care. |
More thian two-thirds of people with long-term care needs are elderly -- nearly half of all
people age 85 and older need assistance with everyday activities. Older women are more
likely to‘ineed long-term care than men, three-fourths of nursing home residents are women.
The agmg of America will create a greater need for long-term care.. The sheer increase
in number of elderly in the next century means more chronic illnesses. The number of people
age 65 years or older will double by 2030 (from 34.3to 69.4 million), so that one in five
Americans will be elderly. The number of people 85 years or older will grow even faster -
(from 4.0 to 8. 4 milhon) By 2050 the number of older disabled people could double

\ .
Not ]ust a challenge for the elderly. About 2 million people with substantial long-term care
needs are younger than age 65. - The rate of disability has been rising among children. In
part, th1§ reflects a little-noticed effect of the success in helping premature, sick, or disabled
newborns. Their increased survival through infancy has led to a need for long-term care as
they grow up.- Also, many adults have long-term care needs due to lifelong health condltlons
(e.g., cerebral palsy) or conditions developed as adults (e.g. multlple sclerosis).

3
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LONG-TEiIM CARE SYSTEM

'« Medicare was not desngned to cover long-term care. Long-term care costs account. for
nearly half (44 percent) of all uncovered, out-of-pocket health expenditures for Medicare
beneficiaries. When it was created in 1965, Medicare was modeled after a typical private
insurance policy and thus did not include long-term care coverage.

Unfortunately, nearly 60 percent of all Medicare beneficiaries -- and two-thirds of people .

under age 65 -- do not realize that Medicare does not pay for long-term nursing home care.

This means that the majority of Americans are unprepared for the financial and emotional
“challenges of paying for and/or providing long-term care. ‘

+  Medicaid is already the major payer of long-term care, but historically has focused on
nursiné homes. Medicaid is the largest payer of long-term care in the nation. It covers two-
thirds of nursing home residents -- many of whom become eligible for this income-related
program because long-term care costs impoverish them. Nursing home costs average almost
$50,000 per year. About 80 percent of Medicaid long-term care costs are for nursing homes.

The remaining 20 percent of costs are for home and community-base long-term care services.
The share of Medicaid long-term care spending going toward home and community-based
services'has more than doubled in the last 10 years. Ten years from now, Medicaid spending
on these services is projected to equal spending on nursing homes. The President has
encouraged the shift away from Medicaid’s “institutional bias” by approving over 300
waivers for local home and community-based care programs and proposing to repeal the need
for such waivers. Notwithstanding these advances, not all Medicaid beneficiaries with long-
term care needs have community-based options, and many people with long-term care needs
don’t quahfy for Medlcald at all. :

« Private insurance is relatlvely new, untested, and covers very few people. Only about 4
million Americans -- 1.5 percent of all Americans -- have private long-term care insurance.
In part, this reflects the newness of the coverage, the inconsistency of benefits across policies,
variable regulation, and low demand. Given their cost, even if every baby boomer who could
afford private insurance purchased it, less than one-third of long-term care costs would be
paid for by private insurance in 2030.

. «  Families and friend provide most long-term care. Informal caregiving is a part of family
life for many Americans. About 70 percent of caregivers report it being a positive
experience. Only about one-third of the 5 million people with substantial long-term care
needs lives in a nursing home -- virtually all of the 3 million community-based people with
similar needs rely on one or more relatives or friends for help. The millions of caregivers
that provide nearly full-time assistance for these people with severe needs are part of a larger
group of Americans that help people with less intense long-term care needs.

!
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However, the costs of such caregiving -- in time, money, and physical and emotional strain --
can be large. Two-thirds of working caregivers report experiencing conflicts that cause them
to rearrange their work schedules, work fewer hours, or take an unpaid leave of absence from
work. Most of the primary caregivers for the elderly are elderly themselves. Their average
age.is 60 years old, and half are older than 65. About one third describe their own health as
“fair to poor.” This presents problems since informal caregiving often requires physical work
like heayy lifting, frequent bedding changes, dressing and bathing. These stresses tend to be
more severe for families of people with Alzheimer’s disease. Such caregivers tend to
experience greater time demands, family conflict, strain, mental and physical problems, and
financial hardship.

i

LONG-TERM CARE INITIATIVE

The challen'!ges of providing and financing long-term care are clearly large and multi-

dimensional. No single policy can provide the answer. As such, the President is proposing a

four-part, $6 2 billion (over five years) initiative takes 1mportant steps to address complex long-

term care needs (described in detail in subsequent pages)

|

Direct financial support thi'ough a new tax credit for people with long-term care needs
or their family caregivers. This credit helps pay for the formal and informal costs

L oy e .
associated with care for people with significant long-term care needs.

Direct service support through a new Family Caregivers Program that provides
information, education, counseling, and respite services directly to families that care for
elderly, ill or disabled relatives. ‘

Education for Medicare beneficiaries about long-term care issues and options. Since
most people who develop long-term care needs are Medicare beneficiaries, Medicare can be
used to provide information on the limitations of its coverage, alternative sources of long-
term care services and financing, and how best to choose the most appropriate options.

High-quality, affordable private long-term care insurance for Federal employees. The
Federal government would develop a model program to offer high quality, private long-term
care insurance policies to its employees, retirees and eligible family members. By offering
this coverage, the Federal government will both guide public policy by example and act
responsibly as the largest employer in the nation. ~



TAX CREDIT FOR PEOPLE WITH '
LONG-TERM CARE NEEDS OR THEIR CAREGIVERS

Eligible people with long-term care needs or their caregivers would receive a $1,000 tax credit

begmmng 1n 2000. This would help about 2 million people, at a cost of $5.5 billion for 2000-04.

Goal: ThlS pohcy offsets some of the paid and unpald long-term care costs incurred by
people with chronic illness or the families with whom they live. A large proportion of long-
term care costs are not covered by insurance, and studies suggest that the value of informal,
unpaid long term care provided by fam111es is worth billions of dollars.

Amount of the credit: The credit is $1,000. It phases out for higher income tax payers
(taxpayer with modified adjusted gross income exceeding $110,000 for couples, $75,000 for
unmarried taxpayers, and $55,000 if the taxpayer is married but filing a separate return; same
phase-out as the child tax credit). This credit cannot exceed the total amount of tax liability
except, however, it may be refundable for taxpayers with 3 or more dependents.

The flat'$1,000 credit would be given on the basis of a certified need for long-term care
rather than expenses for long-term care. This means that families and people with chronic
illness or disability do not have to collect and submit receipts for paid home health or respite
care. It also recognizes the costs associated with informal, family caregiving. For example, a
wife whose husband has had a stroke would not have a receipt for her reduced hours at work,
time spent bathing and feeding her husband and other real costs associated with care.

Eligibility: Three types of people could receive this tax credit: (1) taxpayers with long-term
care needs; (2) taxpayers whose spouses have long-term care needs; and (3) taxpayers with
depende}nts with long-term care needs.

“Person with long-term care needs”: For this credit, this includes:

- People with 3 or more limitations in activities of daily li\)ing (ADL) (bathing, dressing,

eatin:g, toileting, transferring and continence management) who cannot perform these
activities without substantial assistance from another individual due to a condition lasting
for longer than 6 months, as certified by a licensed doctor in the previous 12 months.

- People with severe cognitive impairments who require substantial supervision to be
protected from threats to their health and safety due to this condition and have difficulty
w1th rone or more ADLs or one of four major instrumental ADLs. :

- Children ages 2 through 6 who have dlfﬁculty with 2 out of 3 ADLs (eatmg, transferrmg
and mobility) or are under the age of 2 and require skilled caregiver in the parents’
absence or specific durable medical equipment (e.g., a respirator) for over 6 months.-
Within one year, HHS and Treasury will report on whether these eligibility rules are
appropriate and how to improve them if necessary.
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« “Caregivers”: Families would be eligible for the credit as caregivers if their relatives with
-long-term care needs can be claimed as dependents. Under current law, a “dependent” is
generally an individual who does not pay taxes, is related to the taxpayer, receives more than
half of his or her support from the taxpayer, and has gross income less than $2,750. For
purposes of this credit, this definition would be expanded significantly in two ways. First,
individuals with long-term care needs would not have to meet the support test if they live
with a taxpayer who is a close relative for at least half the year (the entire year in the case of a
distant relative and other persons). Second, the limit on gross income would be raised to the
sum of the exemption amount, the standard deduction, and the additional deduction for the
elderly and blind (to $8,100 for single elderly person; in general, Social Security benefits are
excluded from gross income for moderate to low-income individuals). Most people with
income gbove this limit would file taxes and receive the long-term care credit themselves

Broadeﬁ'ing the definition of dependency for the purposes of this credit is a major change that
allows many more families that house and care for relatives to receive the credit. It does so '
by allowing caregiving relatives of individuals with long-term care needs to claim the credit
when those individuals themselves have insufficient income to pay taxes.

*  Who benefits: About 2 million people would benefit from this credit: about 1.2 million
elderly, about 500,000 nonelderly adults, and about 250,000 children. About three-fourths of
people receiving the credit are expected to be spouses or family caregivers of these people
with long-term care needs. Almost all recipients are middle class; about 75 percent of elderly
taxpayers have income below $50,000.

» Cost: About‘ $5.5 billion over the five-year budget window.

.' TAX CREDIT FOR PEOPLE WITH LONG-TERM CARE NEEDS: Examples Assumlng 1999 Levels

14,765

Adj. Gross Income

Social Security (3) 9,420 Social Security (4) Senior’s Soc Security (3) 9,420
Pensions 13,765 Pensions 14,370 Son’s income 46,000
Interest Income 1,000 Interest Income 1,500 ‘

Total Money Income 24,185 Total Money Income 31,956 Total Money Income 55,420
Adj. Gross Income

Adj. Gross Income 46,000

Exemption -2,750 Exemption Exemption -8,250

Standard Deduction -4,300 Standard Deduction -7,200 Standard Deduction -7,200

Elderly De;du{:tion -1,050 Elderly Deduction -1,700 Elderly Deduction

Taxable Income 6,665 Taxable Income . 1,470 Taxable Income 30,550
Current Law Tax Liability 1,000 | Current Law Tax Liability 221 Current Law Tax Liability 4,583

A Current Law Child Tax Credit -300

Proposed LTC Credit -1.000 | Proposed LTC Cfedit -1.000 | Proposed LTC Credit -1,000
Proposed Law 'fax Liability 0 Proposed Law Tai: Liability 0 Proposed Law Tax Liability 3,083

Dept of the Treasury, Office of Tax Analysis. (1) Only one individual needs long-term care; both are older than 65. (2) Single
elderly person moves in with son, his wife & teenage son; total income (including grandfather’s) roughty equals the median

~income for a faqn!y of 4. (3) Weighted average of benefits paid to retired workers, and widows and widowers, in 1996 adjusted
for mﬂanon (4) Average benefits pald to retired workers and their wives in 1996 adjusted for inflation.



NEW FAMILY CAREGIVER SUPPORT PROGRAM

A new Natlonal Family Caregivers Support Program would support families who provide long-
term care to elderly relatives with chronic illnesses or disabilities through state and local area
agencies on agmg. This $125 million program would help approximately 250,000 families.

.

Goal: Thxs policy provides support for families who care for relatives with chronic illness in.
hope of easing the emotional, physical and financial strain of caregiving. Recent studies have
found that services like respite care can relieve caregiver stress and delay nursing home entry,
and that counseling and support for families of Alzheimer’s disease patients can delay
institutif}nalization for as long as a year.

Eligibility: Families -- especially low-income families - who provide care to elderly
relatives with limitations in activities of daily living would be eligible for services.

Services provided: Funding would be used to. help families that take care of elderly relatives
with signiﬁcant long-term care needs. This assistance would include:

- Connecting families with information on caregiver resources and local services (e.g.,

detailed information on the condition affecting their relative; names and numbers of local
home care and respite services); :

'
t

- onv1d1ng counseling, training and peer support to teach families how to face the
challenges of caregiving (e.g., how to bath people who have had strokes; what exercises

work best for people with severe arthritis; how to cook meals for people with diabetes;
how to manage the stress of caregiving);
‘ v

- Providing andpaying for respite care (e.g., attendants so that the caregiver can shop or
leave the house for other reasons, adult day care centers, and temporary care in an
assisted living facility or nursing home). For people providing intense long-term care,
these services provide necessary, temporary relief from caregiving responsibilities,
allowing them to restore balance to their lives that strengthens their ability to continue to
provide a551stance Most of the funding of this program would pay for respite services.

Additiopally, a competitive grant program would test innovative interventions (e.g., use of
computer information for distant caregivers) and challenges for subgroups of caregivers (e.g.,
minority caregivers; caregivers for people with severe conditions like brain injuries).

Administration: All state agencies on aging would receive a grant from the Administration
on Aging for distribution to local area agencies on aging. These Federal grants would be
matched by the states and states could not reduce their current spending on such services.
States would develop a sliding fee scale consistent with its other programs.



«  Who benefits: Altogether about 250,000 families could be served by this program.

« Examples: The following programs serve as models for this new, nationwide program:

‘ | ‘ -

- California: Its Department of Mental Health developed a program in 1985 to provide
caregiver support services through eleven agencies statewide. These agencies target
families caring for persons with Alzheimer’s disease, Parkinson’s disease, stroke, and
traumatic brain injury. Services include needs assessment, information and referral,
family consultation and training, support groups, and respite care.

- Nevfif Jersey: The Statewide Respite Care Program was established in 1988 to help unpaid
caregivers of the stress arising from providing intensive personal assistance to a family
member. Annually, over 2,000 families receive respite care provided through adult day
care centers, short-term placement in the home of a trained individuals, or overnight
nursing home stays. One quarter of the families helped by the program are caring for
someone with Alzheimer’s disease; heart disease, stroke and arthritis are the next most
common chronic conditions of the program’s care recipients. A recent evaluation found
that; families helped through its adult day care had much lower feelings of worry, strain
and/overload, and fewer experienced depression or anger. Depression is a major problem
for caregivers, not only limiting their ability to help their relative but restricting their own

‘lives and activities.

- Washington: Washington State Aging and Adult Services Administration established a
program in 1989 to provide assistance to family caregivers. Through its area agencies on
aging, it offers respite services to 2,800 families annually. Several thousand families
recéive caregiver training. Respite services are prioritized based on the caregiver’s
vulnerability, intensity of care provided by family members, and presence of other family
and or community supports.

- Wiéconsin Since 1986, Wisconsin Bureau on Aging has funded county aging and social
services offices to work with families to identify the types and amounts of assistance
needed to care for relatives diagnosed with Alzheimer’s disease or a related disorder.
Covered services include respite care, provided in the home or in adult day care, and in-
home help. In addition, assistive devices, caregiver training, and peer group supports are
ﬁne‘inced. Families share in the cost based on income. . About 1,000 families benefit from
funded respite care or in-home help and another 4,600 families are helped through
caregiver training, information and peer group supports.

+ Cost: The total funding is $125 million in FY 2000 and $625 million over five years, most of
which would be distributed among all states, and a small part of which would be used for the
competitive grant program. Additionally, funds would be set aside for an evaluation of these
efforts'-- in an effort to identify what works and doesn’t work so that future efforts are best

targeted



LONG-TERM CARE INFORMATION CAMPAIGN
| FORMEDICARE BENEFICIARIES

A National :Long-Term Care Information Campaign will be conducted to heip Medicare
beneficiaries and their families better understand their long-term care options. All 39 million

Medicare beneficiaries would receive this information through this $10 million initiative.

Goal: This policy provides information on long-term care to Medicare beneficiaries -- who
comprise most of the people who have or will develop long-term care needs. Since nearly 60
percent of beneficiaries do not realize that Medicare does not cover most long-term care, this
1nf0rrnat10n is critical to educating them about their coverage and directing them to financing
and dehvery systems. :

Inform:ition provided: The Health Care Financing Administration (HCFA), working with
other components of DHHS, would conduct this information campaign. It would include
informa@ion about long-term care coverage under the Medicare and Medicaid programs; what
to look for in a private long-term care insurance policy; how to access home and community-
based care; and other consumer information. Components of the campaign would include:

- Developing and distributing printed educational materials about long-term care options
and resources to beneficiaries and their families;

- Incorporating information about long-term care options and resources into the Medicare
hand!books, toll-free phone numbers and the consumer internet site, www.Medicare.gov;

{
{

- Enhancing training on long-term care options in organizations that provide information to
beneficiaries including state health insurance assistance programs, Medicare carriers and
ﬁSC&.{I intermediaries, area agencies on aging and Social Security Administration offices;

’.' . : B

- Workmg with groups representing the elderly, people with disabilities, the long-term care
mdustry, employers states and others to disseminate 1nformatlon to their constituencies.

: l

In additipn, HCFA would conduct pilot information carnpaign projects focusing on the needs

of particular populations such as people with disabilities, people who don’t speak English, or

the rural'elderly. An evaluation component would be included to identify what works best in
assisting beneficiaries in making informed long-term care decisions.

Who benefits: All 34 million seniors and 5 million people with disabilities are covered by
Medicare would receive this information. Since a large proportion of people with long-term
care needs are elderly or adults with disabilities, Medicare is an extremely efficient way to
target such people :

Cost: $10 million in FY 2000.

'
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http:www.Medicare.gov

- OFFERING PRIVATE LONG-TERM CARE INSURANCE TO
FEDERAL EMPLOYEES

This proposal would authorize the U.S. Office of Personnel Management (OPM) to make private
long-term care insurance available to Federal employees, retirees, and eligible family members at
niegotiated group rates. The cost of administration of this benefit would be about $15 million
over 5 years and an estimated 300,000 people would participate.

¢ Goal: This initiative would educate Federal employees and retirees about long-term care
options and encourage the purchase of high-quality, long-term care insurance at 15-20
percent below market rates. This is one in an ongoing series of efforts in which the Federal
gevernment has taken a leadership role by both guiding public policy by example and acting
responsibly as the largest employer in the nation.

« Eligibility: People eligible to purchase this insurance would include: Federal employees and
retirees; and their spouse; former spouses who are entitled to annuities under a Federal
retirement system; and parents, and parents-in-law. In its first year, OPM would run a
campaign to educate possible participants about long-term care insurance and solicit and
evaluate potential insurers. In the second year, it would hold an open enrollment for all
eligible: participants. New employees and employees electing coverage during the open
enrollment period would be subject to either minimal or no underwriting. All others will be
required to disclose additional information about their health status in order to acquire
coverage. Once enrolled, coverage would be guaranteed renewable and could not be
canceled except for nonpayment of premlum

o Types i)f insurance policiés offered: OPM would select a single qualified carrier, or a very
small number of carriers, to provide one or more long-term care insurance policies. This
selection of carriers would be based on quality, service and price. ‘At a minimum, carriers
must be licensed under state law, compliant with the Health Insurance Portability and
Accountability Act standards, and offer guaranteed renewability of their policies. OPM
would sfet a basic benefit package consistent with the National Association of Insurance
Commissioners’ standards (e.g., with a minimum benefit level; inflation protection;
contingent nonforfeiture) and may offer plans with additional coverage (e.g., higher
reimbursement levels for nursing home care or a more flexible benefit that can be used for
whatever type of service the person needs). OPM would have the flexibility to administer the
program as the market for long-term care services and protections evolves over time.

* How much participants would pay: The full cost of premiums would be paid by the
partlclpant OPM would negotiate group rates that it expects will be 15 to 20 percent lower
than the cost of individual long-term care policies. Employee and annuitant premiums would
be withheld from salary or annuny and sent directly to respecnve contractors.

»

. Cost: The Federal administrative costs would be about $15 million over 5 years.
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