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LRM 10: RJP306 SUBJECT: REVISED Office of Personnel Management Draft Bill on Federal 
Employees Group LongaTenn Care Insurance Act of 1999 

."wau : , Ii In mcaiuz:;, t1&LI $.Iii;; :1: 
AESPONSETO 

LEGISLATIVE REFERRAL 
MEMORANDUM 

If your response to this request for views II ahort (e.g •• concur/no comment', ,we prefer that you respond by 
e-mail or by fping us thla response sheet. If the response II ahort and you prefer to call. pleue can the 
branch-wide Onelhown below (NOT the anafyet'.lIne) to leave a menage with alegillative aaaistant. 

You may also reapond by: . 
(') calOng the analyst/attomey'. direct Une (YOU will be connected to voice mall If the 8nalyet don not 

answer); or 
(2) tending us • memo or letter 

P19888 Include the LAM number aIlown above. and the subject shown below. 

TO: Robert J. Pellicci Phone: 396-4871 Fax: 395-8148 
Office of Management and Budget 
Branch-Wide' Une (to reach legisfadve assistant): 395-7362 

_____________ (Oate)FROM: 
(N~) 

______________ (Agency) 

_~____...,.._________ (Telephone) 

. .' 

lb. following II the response of 0\,1, agency to your l8qU8at for views on the aboveacaptlonad subject: 

Concur, 

_ No Objactloq 

No Comment 

__ See prODOMd &dlta on pages ____ 

OthBr: __________ 

_ FAX RETURN ~f ~ page., attached to this ..aponaa sheet 
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~STAr.BS 

OFJ'ICB OJ' PQ90NMBt NANAGJ!lII:ENT . 

",ABBJNGTON, DC *16.0001 

LJ, 

Honorable Albert Qore, Jr. 
President ofthe Senate 
Washington, DC 20510 

Oear Mr. President: 
, . 

The Oftic:e ofPeI1Onncl Mana,aeme.nt (OPM) submits the e.ur;lose~ leaislative proposal ~tit1ed. 
the "'Federal Employees Grou.p Long-Term Care lILs\ll'lDCC Aa of 1999." Thi5 proposal would 
authorize O'PM to purchase a·polIO)' or polioies from one or mon: qualified private-sector 
contractors to make leng-term care insurance available to Pederal em.ployees and rerlrecs, and 
family members Whom OPM defmes as eligible, at group rates. Coverage would lH paid for 
entirely by those who elect it. 

In keeping with our mission to provide Oovernmont~widc humJm fClOurcc:: m.anagcment 
leadershipJ one of OPM-s objectives is to achieve a ood.ern, perfonnanee-orlented cotnpensation 
system which inoludes a benefIts package that will enabltl federal agencies to attmct and retain 
well-qualified employees. As the lat~e baby boom Icneration with itS improved tOD&evity . 
projections begins to plan for retirement, large. and medium-sized =plo)'e1'S are bqianing to 
responcl to their omployees'oo:QQCl'ftS by sporu;oring poup long-term COIl? insumncc. Long-term 
care, which includes cosnitive impairment and assistance with dally liwig activiticsln a variety 
of settings, can be very exponsive. Insurmcc product! for tlUs ~urpose havtl been evolving $ince . 
the )980s. In the Health Insurance Portability 8lld Accountability Act (HlPAA) of 1996, 
Congress recently authorized tax trn.tment for long..tcnn care iusuraDce similar to that for 
medieal inswuee 'to promote o.cceso to good quality l04S-torm care in.suren~ CODU'aC'tD. 

The Administration also bas a mot1: genCraJ interest lQ the developmCnt ofa long-term care 
insurance proaram for Federal employees. At present. Medicare and suppiemental Mecfieap . 
insurance provide extremely limited coverage ofloug~tenn care .services..Medieaid covers 
nursing home anet 8om.e oomm.ucU~~blSed services only ifa penJ01l moetsvery low eligibility 
thresholds for income and assets. Projected i.ncnasea in the population oVer age IS will likely 
raiSe costs for? and. create pre5S\&te to C)q)and. publlcly.fundec1 health progrnms if rea,sonable 
ahemadvcs do not exist. . 

Since 1995. OPM ClDd the Depadment ofHealth CU1d Huaum ServiceD have bc::cn cqnsln& in 
cooperative research on long..tenn care .insurance products and etnploycr-.-ponsored programs. 
Kesponses to Questlons 11i a IIJY'I Ot'M survey mdlcated there 1S !lignilic~ interest in such 
protection amona Federal em"loyecs. On March 26, 1998, we discussed our fin~s at a 

http:Mana,aeme.nt
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Honorable Albert Gnre. Jr. 

hearing before 'Chc House' SUbCOJll.uuLLcc un Civil Service d.urinS Which there was sUbstantial 

suppon for introducing Qovcmment~sPQnsored group long.term Care insurance, on employee. 

pay·&l11 basis. This is conshrtent whh general practice among other employers who offer this 

benefit. 


From a. pool ofqualified Cau.iell1, OPM wIll &::lee!: a single or a. 'Vet)' smalJ number ofearners 
based on'quality, service and price to offer a single benefiu packqe to eligible particlbanu. 
OPM will be open to various financing arrangements proposed by the camet(s), such' as the usc 
ofa cnn~nT1iR nr rP.in"'ITl'lnce lUlaugements to ensure the financ:ialltability ofthe progrrun. Our 
proposal would. allow OPM broad flexibility, similar to that available under the Federal , 
EUlpluy~~ HQjLh BeD~nL5 (FEHB) Program. to determine appropriate benefits and to contract 
competitively for benefits with ODe or more privare carriers, without regard to section Sof ' , 
title 41 United States Code, or any law' requiring competitive bidding-· While OPM onvisions 
il~ine a (!nmpt'lrifivfI! procurement process. it needs the flexibility oro capita1~ on compl6x market 
factors to procure the best value for Fedet1ll anrollees. Qualified ca:rri~ shall: (A) be licensed to 
do uU!int:!li~ iu all Su:nt;~ and lb~ Dilllri(,), ,,(Columbia to offer Jong"term tare insurance: (B) agree 
to prOvid~ coverage for all eligible enrollees consistent with requirements for qualified lone-term 
care insurance contracts and issuers enacted undersubtiUc C of Title mof me Health wurance 
Pnr11Jhility Rnd Ac.coUD.ts.bUity Act of 1996; (C) propose ram which.in OPM's judgment 
reasonably reflect the cost ofbenefits provided; (0) maintain funds asSociated with the Federal 

. wlplu)," ~untmcl.separate and apan ftom lIle carrfers' o'Cher fundsj and (E) agree to· carry alJ 
risk. The contm.ct or contracts would be for a duration of S years. unless terminated earller by 
OPM. Regulations ofOPM. will provide for optlortwlitiea to enroll and benefit portability. With 
this statt1tory and regulatory authority, OPM win have 1he tlex.i.bilitylleedecl '0 administer the 
program as the market· for Ions-term ~ serviccs and protection evolves over time. 

The progmm WQuld be availabl~ to Federal cmployeesllllQ rmms~ and their spouse; formt:r 
spouse who is entitled to aMuity under a Federal retirement system: parentS, and parents-in.lllw. 
All panicil'antJ other than active emplo)'te$ Vt"Owd.bc £Wly underwritten (i ••. , uk~ ext.tnSive 
qo.cstionsabout their health status) as is standard practice with produets of this kind. Coverage 
mtlde avclilable to incUviduals would be guarsmeed renewable and could not be cancele4 exCept 
for nonpayment of premium. Though each participant would be responsible for pa~ the full 
amount ofpremiumS, based on ase 81 time ofenrollment. group rates will save arJ cstilrulted 
15-20 ~ent oft thl! coct ofindividuallonS-1enn care policies. 

Of'M wilt ~ re$ponsiblc for the adminiStrative colts oftheprognun, which we estimate to be 
. $40 million over a S y~period. Initial year costs are expected to be approximately $20 milliOn . 


to cover start..up costs inclUding developing and imp1ementins a program to educate employees 

Rbout long.tetm care in.suranCf!!y procuring a convact or contracts. and validanng the 

~asonablencss ofrate propouls. $S million will cover the costs or adn:aini$t1'llion for each 

~ub5cqul:nt ycm or the contract pcmod. Employee and fUU'lUitaAt premiums woUld be withheJd 

from salary Of annuity and transmitted direct1y 10 respective contractors. and those enrollees 

could also elect withhold.ings for coverage of their spouse.. 

http:Vt"Owd.bc
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Honorable Albert Gore, Ir. 3 

.Any eligible enrolloo! slWl. at tho diScmion of OPM, submit p:cmi~.d.in:ctIy to the 
appropriatecontraetor. A5 with Ehe FEHB Program. the bill would require participating 
contractors to provide beDefits whel'l Ol'M finds the individual is entiUed to benefits under the 
tennS of the contract. Participa~ carriers would bc required to reunbursc OPMts expenses fnr 

, arljudicatina claims clispuces. 

OPM's proposal rcflcas oris51i&ht!y ahead ofI'redcrmit\tnt prat.tices among medium and 
large-Sized employers aDd is cOnsistent Witb Fcdera11aw and !State ln$ur&nCc Commissioners l . 

. requirements and auidcJines for long-term care insurance products. Thcproposal would 
provide a substantial benefit to Federal employees and retirees by providing ac.cess to quality 
IonS tenn CI.\l'e iD.$w:ance prodlJCtS at wst·s\'ing, group prcm.i1lm9. OPM viowa this proposal a$ 

part ofoUl ongoing·cfforts to improve the packageofbenefiu offered to Fedml employees to 
meet the cbanglng needs ofour Yiorkfurce. Accordingty~ OPM urges Coupss to give 1his . 
DfOl'Osal early consideration. . 

The oruoc ofManai~cnt cmd BWigctrdvi5c:'l thu there is DO oDjeetio.a. to the submiuioll of 

this proposal and that enactment ofthis lesislation would be in 8coord With the program ofthe 

President 


A similarJcttcr is being sent to the Speaker of'the House. 

, . 


Sin\:crcly, !.. 
i 

. Janice R. Lachance ' 
Dircttor. 

Enclosures 
.. . 
~ 
I 
I 
I 
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To amend. tltle 5, United States COde, to provide for the establishment ofa program under . 
which long-term care in.Iurance is made available to Federal ~m:ployoes and 
llIJIluiWlts, and tor other purposes. . 

Be it BlIDCtm by the SeWJle tmd HfJU8t ofRep,uentalwes olthe Uniled States ofAlMrica 

in Con61'us flJSemblBd, 

Sec:tloll 1. Sbtll't Title 

This Act may beclted as the "Federal Employees Otoup Long-Term Care InsuranccAct 

of1999". ' 

Stcdon 2. JAIl-Term. Can Inlurance 

. Subpart G of part ill of title 5, United States Code, is &mended by adding at the end the 

.following caw chaptAlr: 

"Chapter go....LcU.e·y... eire Iaaurute 

"Sec. 
"POOl. DefhUtions. I 

"9002. Contracting atrthority. i 
I 
I419003. Minimum. stand.a.rds for COll1:r8Ctol's. 


"9004. L01ll4 terrn care benefits•. 
 iugOOS. Financiq. I
"9006. P~ptioJ;1. ! 
"9007. Studies. repo~ and audits.. I
"9008. Claims for beneftts. 
"9009. .Jurisdiction ofcourts. I"90io. Regulations. . ! 

"'101 t. Autbori2:a.tion ofappropriations. 
. 

U§ 9001. DefInitions ' 

"For the purpose ofthis cbipter­

n(1) lannuitaDt' mew anindividuaJ. refcn:cd.to in sectiou 8901(3); 

"(2) 'employee' means an individ.ual referred to in subpamgtaphs (A}-(D), 

http:refcn:cd.to
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, .2 

and (F)-(t) oflection 8901(1). but does not include: an emplorco "~lud~ by regullltiOJl 

ofthe Office 1.mder section 901~; 

"(3) 'other eligible individual' mcuns the s.pouse. farmer spouse, parent or pamnt-. 

in-law ofan employee or llDAuitant, or other individual spt5t..ificci by the Office; 

"(4) lOfficet means the Offi" ofPel'3Onncl Maoqcment; 

"(S)'qualific:cl carner' mClll'W em imurcr liccuec110 do b~5 in each oftbe 

States and meeting the .requirements at' a qualified insurer ill eaCh afthe Statesj 

"(6) 'qualified contract' means a contract meeting the conditions prescribed in 

section 9002; and 

"(7) 'State' means a State or territosy or possession afthe United SlaWs. atlll 

includes the District ofColumbia. 

"§ '002. t:ontramngautbority 

"(I) The Office may. without regard to section S oftitle 41 or any other statute requiring 

competitive bidding$ purchase ftom. one or more qualified cameis apolicy or policies of group 

lODg-tcrm care insurance 'to provtc1c benefits as specified by this chapter. 

"(b) The Office may desisn • benefits pACkase or packDaes and nesotiAte final offennss 

with qualified carriers. 

"'(c) Each contract shall be for aunifo!Dltean of S years. unless tcrminatcc1 earlier by the 

Office. 

"(d) Premium rates ~ecl under a eontract cm.terCd into under this section shall 

JelUonably Mfiect the eOllt oltho benefits provided underthat I:on.tract u clet.e:rmi.nad by the 

Office. 



P. ij/lbNOV-20-199S 11: 41 TO: 204 - C. JENNINGS FROM: WELLS, D. 

3 


"(c) Th" oovcm:ta" and benefits made .. vailablc to i.Lldivid:u.als wlder a couizacL Itu'r:n:cl iutu 

under this section are guaranteed to be renewable and may not be canceled by the earrlw =cccpt 

for nonpayment ofpremium. 

U(f)The Oft'icemay, based on open season participation ~s, the c:omposition of the risk 

pool. or both. withdraw the prod.uct, 

"I 9003. MinimulIl staDdanb for CGAD-adO... 

"At the minhnwn, to be a qualified carrier under this c:hapter, a company shaU­

"(1) be licensed as an insurmce compan)· and approved to;ssue group long-:tcnn 

Q8I'C'insurance in all States and to do bllSiness in each ofthe StatCs; and 

. "(2) be in compliance with· the requirements imposed on iS$1101'S ofqualified. lone­

tcml care contnwta by Sc:ctiQt\ 17028 ofthe IntcmAl Rcvcn~ Code of 1986. 

"19004. Long-Term CIU"e Bmelts 

'Vfhe benefits provided under this chapter shall be Ions-term care benefits which, at a 

~um.. shal1 be sufficient 10 enable ~h coutract to meet the standards for a qualified long­

term care insurance conll'8Ct insectioDs 7702B(b) and (c) ofthe 1n1ernal Revenue Code of 19K6. 

"' 9005. FluDchll 

"(a) !be amount necessary to pay the premium tor cmro11m.en~ ofan emclled employee 

shall be withheld from the pay ofeach emolled employee. 

"(b) Except as provided by ~,ibsectiOD (ei). the amount necessary to pay the premium for 

emollment ofan e.aroUed annwtmt shan be v.itltbeld from the annuity ofeach emo11ed annuitant. 

"(Q) The amount necesSGtY to p~y tha preoUum for enrollmem ofaspoulO may bo 

withheld from payor armuity, as appropriate. 

http:cmro11m.en
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'"(4) An employee, annuJtan~ ur uther eligible imlivhlUl1l., whu~~ PllY uf taWuily i$ 

insufficient to cover the wf:thholdings·required for enrollment. shalf.. at the d.iscrction ofthe 

Office, pay the premium for enrollment rJin!cUy to the earrler. 

~e) Each canierparticipating in the Program established by this chapter shall maintain 


the i\.m4$ related to this P'l'OPM ~ and ·apart from fUndsre1atcd to other contracts and 


other lines ofbusintss5. 


"(f) The costs ofthe Office in adjudicatins a claJ.ms dispute under section 9008, including 

costs re)atcd to an inquiry not cu.hninating in a dispute. ,hall be reim.bw-sed by the canicr 

mvolved mthe dispute or inquiry. Such 1\mds shall be deposited in the Employees Health 

this cha~rwithout fiscal year limitation. 

"19006_ PreemptiOJl 

"The provisions ofthis chapter shall supersede and preempt any Sum or local law which . 

is detmn;nNl hy the OffiCe 10 be inconsistent "Nith­

'~l) UR1 plovisiom ofthis chapter; or 

"(2) after consw.t~ with the National Assoc1atioD ofLNurance Commissioners, 

the efficient pro\fislon ofa nationwide long-1cnn care iasm8nce plOJ11IU1 tor Federal 

em~loyees. 

"§ 900'. Stlldie.II:. reran'l'b. and audita 

"(a.) .Each qualified ClVriQl' entering into 11 oorrt:ruct under this cbapter shall- .. 

"(1) furnish such reasonable reports as the Office deterrrdncs to be necessary to 

http:Stlldie.II
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CDAblc it to carty out its fUlu~tiOS1J under this vhaptcr. and 

"(2) permit tho Officc &;Dei rctnesemauves ofthe GeneIUl Accounting Office to 

exalumC such records ofthe carrier as may be necessary to carry out the purposes 

.ofthi& chapter. 

u(b) Eacb Federal agency shall keep sucll meords. make such cerdfications, and filmil'ih 

61, 9008. Oai.1D9 for benefits 
. .'. 

"(8) A. c.laim for benefits under tbis chapter shall be filed within 4 years of the date on 

which the reimbursable cost was incurred. or 1b.e service WM provided. 

"(b) The Office shall adjudicate a claimsdisl'ute 8l'isini under this chapter and shall 

xequirc the oontrGtOl to pl.)' for any benefit or providQ any KMce the Officc determines 

appropriate under the applicable contract. 

,(0) Benefiu pay8.ble under this chapter for any reimbursable cost.incwred or service 

provided are secondary to any other benefit payable for such oost or service. No payment may be 

made where there is no legal oblieation for such payment. 

"19009. JurbdidioD of llOa'" 

"A claimant under this chapter may file sUit against tile carrier ot~thc long-term care 

insurance policy covering such claimant in the district courts of1be United States, after: 

exhausting all available adm.UUstrative remedies. 

"19010. RcplatioDs 

·14(s.) Tho Offioe aha1l presmJ,e regulatio11B necessary to carry out this Qhaptar. 

n(b) The Te8ulattons oflhe Office may prescribe the time at whil;h and tim conditions 
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(; 

under which an eligible individual may mroD in the Program .stablished undel' Lllil "'Wlplcr, 

"(c) The Oftlcc may not exclude-­

"0) an employee or poup of employc:cs solely on the basis of the hazardous 

nature ofcmploymc:nt; or 

"(2) an employee who is occuPyiq aJ)Osition on a part-time csreer t:mJ')loyment 

b,w,.. u defined in sectiOA 3401(2). 

It(d) The resuhttions ofthe Office shall provide for the beainniDg and ending dates of 

coverage ofemployees. atmUitants. former spou.sa. md other eligible individuals mder tbis 

chapter, and any requirements for continuation or conversion ofcoverage. 

"I 9011. AuUlomaUon of appropriations 

of cmying out sections 9002. 9005. and 901O.n , 

SediOD 3. Effective Date 

The amendmentS made by this Act shall take effect on the date ofe.oac1ment·ofthis Act. 

except that no covcrqe may be: ·effective unt1lthc first day ofthe first pay period in October 

I 
I 

I 
;., 
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SECTION.BY.sECTJON ANAI.YSlf\ . 

to accomP8llY B draft bill . 

~'To aDlend title 5, United States code, to pt'ovide for the estabUshmeaf ofR prosmm 
UDder whicb long-tcrIl1 oarc:insurancc is JIlZIde available to Fedet:a1 employees 
and annUit8l1tS, and for other puxposes." 

The first seeden ofme bill titles the bill as the "Fcdc:taI. Employees OroL1p Long...renn Care 

.lJ.munlnCf;l Act of 1999." . 


Section 2 ofthe bill amends title S, United states Code, to PIOvide fOr the establiShment and 

operation ofthe Pro&r&m by addiu, a new cbap1er 90. 


New section 9001 provid.ca the doS.Ditioas used in the IIdmwirtrG.tionotthe Program.. 1n.oludod 

ate the fonowing; 


. ...AmwitantU is defined by reference to the definition in seetien 15901 (3)~ w.bicb. is used in 

the rMNal FJ"nl'loyeetll Health Benefits .(FEHB) Prorram. 


"Employee" is defined by reference to the Fmm~gram definition. specifica,lIy, 

subpu:~ (A)-(D) tW.Cl (F)-(I) of.won 8901(1). 1M ~y does not include 1m . 


employee excluded by regulation ofthe Office ofPcrsonnel MaD.Bgement 1..Ulder new section 

9011, which requires the Office to prescribe rcplations to carry out the purposes of the Progrmn. 


''Other eligible hldividnllli" i~ defined a." the fq'KIWiC. f~r spouse.. pa:rcm. or pBrent...in­

law ofan employee or annuitant, or other indiVidual specified. by the Office. 


"Offlcct is dctlned as the OlJlec: uCPc:auwlt;;l Managom.cnt.
• 

ClQvalifiecl catrier" is dofincd as an insurer who is 1itensed to do buSiness in each cfthe 

States arid who mcc:ts the requirements cfa qualified. ins\ltet in ead1 ofthe States. 


"Qualified c.ontmd' ildefinecl as a contract meeting the conditions prescribt.'.tf in MW 


section 9002, which proVides the contracting authority for the Progmm. , 

--State" is defined as a State or territory or possession ortbc Unlwd States, and incJ~ 


the District ofColUmbia. 


Now section 9002 proviciOl) the contracting lav:tborlty for the Office to USf!! in e,sW,Uahmg aDd 

operating the Pmgram. .. . 


In subsection (al. the Qffice is authori%cd to pmchue from one or mOfCqualified carriers a 

policy or policies ofgrou.p long-term eaIC. insurance to pro"icIe the 'beriefits specified by this 

chapter, 1Ul~ to do so without rcptd to IICOtion Sof title 41 OT any other sta'tlIte requiring 

COtnpetitive bidding. 


~uhsection (b) allows the Offioe to desia;n. a benefits package or peclca~ and negotiate finaJ. 

offerinp with qualified carrien. The Office will examine the reasenableftcss ofthe underJying . 


. asswnptiona 'that generAte the prem;um m.tca, but the Govemment will not assume any 

lJDden1,'ritiq liability. 


I 

http:prescribt.'.tf
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SubsCction (0) specifies that acontract shall be for a W'liform t£rm ofS )'ear~ unle.s tenninated 
earlier by the omce. 
Subsection (d) requires the premium rates char&ed under acontract entered into under this 
sectiOA to rc.uono.bly roflcct b; cost of thg b<inofit5 pnmclcd. 'UlU!cr that. contnIC'C 03 dctcrmincd 
by the Office. 

RUMect1nn (e) ~J~4l that the coverage and benefits inade available ttl an individUa1 under a 
con1:rEla entered into UDder this section are.renewable and may not be canceled by the carrier 
c&.:cpl fur DO:optI)'mcDt urpm.u.1wu. 

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

New section 9003 spec1fles the miIdmum :dHQdardti fur cumnw1unl. It woviUeIL Ihw.. in ~ to 
be a qualified contractor under this cha.Ptcr. a com.pan.y is n:quirc:d. at a minimum, to be licensed 
as an insurance company on.d approved. to issue group Joog-tem:J. cue insurance in all States 8lld . 
to do business i~ etu::h or the Statu, a:ncl he in comp1itmce with the requirements imposed on 
issuers oiqualified long.tam care co~ by section 7702B ofthe Internal R.evenueCode of 
J986. 

Ncw section 9004 speeifies that the benefits provided1lDderthis chapter arc required to be, at a 
minimum, sufGcient to enable each CO.l1traot to meet the sta:D.c1ards for a qualified long-term cue 
Jnsurance contract in sections 7702B(b) and (c) ofthe Internal Revenue Code of 1986. 

New section 9005 addrascs the fiDattcina ofOte Program. Subsections (a) tbro~ (d) ma1c:c it 
clear that the total cost ofcoverage UDder the Prognm is 10 be borne by tho enrollee. with 
separate provisions for 'WithholdiDg &om the pay ofan omplo)'CQ or the GPIlwty or an &U:U1u1tmt 
for coverage ofthe employee or annuitant Or spouse, as well as. at the disc.retion ofthe Office, 
requiring payment direet1y to the oarrier by au employee, annuitaDt or other eJ.i&1"le individual 
w"hen the ttay Of annuity iR inRufticient to cover the witbhold.inp. 

Sub~liuu (e) "'''iwn:a each wtier pertioipldin, in the Ptosra&n establ;shed by this chaptc:r to 
msintahl the funds related to this Program separate BD.d apatt from fUnds mlated to other 
contraets and other lines ofbusinea. 

Subsection (f) requires 1he reimburscmcut ofthe costs otthe Office in adjadicatiDg a ciairu 
dispute u.nde:r new sccUon 9008, iDdudiDg W::S~ rd&tU:cl Lu an inquit) nUl ..,ulwiuedin& iLl a . 
dispute. by the carrier involved in the dispute or inquiry. It requires I\K:h funds to be deposited 
in the Employees'Health Benefits Pund administrative reserve. . . 

Subsection (,) makes the administrative reserve -.vsilabJe to the Oftic:e without fiscal year 
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New section 9006 provides for the preemption ofState ot 1ocalla.w by specifying that the 

pro'Visiom ofthts chapter preempt any S\lch law whic'h the Oftiee determines is f!".ithe-.r 

inconsistent with the provisions ofthis chapter or, after cOnsultaiion with the National 

Association ofInsur8n.cc COmmissioners, tnconsJ.sumt with the ell1dcml pro\'bion uta 

nationwide long-term care i1l.BUt8!U::C program for Federal employees. 


. . 

New section 9007 addru£eR the requirements for studies, reporu, aad audits relating to the
Progmm. ." "" 

Subsectlon (a) requires each cl'ualified camer entering into aconttact under this chapter to :fUmisb " 
such reasonable reports as the Office dctam.ines to 'be DeCCSSaI'Y to enable it to carry out its 
functions under this ohnptcrt nnd also recp.Ures each $\lOb Otmi.. to pamit t1lc examination, by tb. 
Officc and by rcprcsc:ntatives oftbe Gt.neral AccountiDgOftico, ofsuch ,records as may be 
necessary to cartY out tbe purpose$ ot'this dulpter. ' 

Subsection. (b) requires eacll Fed.era.l agency to keep such rc::cmd.5. make sueh cmtificationa, and 

furni,h the Of!.oe," or the carder. or both, with ncb iDf'or:m.&rtioa. and repqrts il8 the Offioe t'QG.}' 


require. 


N'fIW Aeetinn 900R" sddreAAeA claims lor benefItS under this chaptu., 

Subsectfon (It) ruquinwa c:hWn lurbc.wdlts to J.,,, filed within 4 Jean! ofthl:'; date OD which the 
reimb1.1l58.ble cost was incmred or the servicc was Pl'Ovidecl. " 

Subuection (b) requireS! the Of'fiee to IIdjltrliMtfl It c1almA di~um arildna under t'his chapter and to 
mandate that the cOntractor pay for any benefit or provide any service the Office dCtcrmincs 
appropriate UIlder the applicable ~unlJ:1M;t. TIn; om= will Ri~ tllt: Kdjudlcation pl~CS 
and inootpOrate th~ into carrier contracts. . . 

subaeotion (g) proviclcs that ~ts payable under this ~hapter for any teimbur.u.ble cost 
incurred or service provided are seeondary to any other benefit payable, e.g., workers' 
oompensaa.on,. liabllity or Do~fau11 insuraDcct for such Gem 01' serrice. It al.so bars payment Where 
no lela] obligation ~ under the tem1.S oftl1c con&rac;t. 

, 
New scctio3 9009 OGtAblishes the jurisdiction ofcourts by a.utltot1.2:iJl a ,claimant wdcr this 
chapter to file suit against the carrier ofthe log-term care insurance policy coverins the claimant 
in 111c dislrict oourts oftlle um.tcd Statc3, but ont)" after exhausting all adD:dmsvad.ve temcclfes 
available to the claimant. The admiDistrative prooodures will be speCified by regulation. 

New soction 9010 n:q~ tho Oificc, :in su'bseetioD (a). to pf"ltSCri'be regulations nocossary to 

c;m:y out this chapter. ' 


http:adD:dmsvad.ve
http:oompensaa.on
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Subsection (b) authorizes the Office to pn;mibc in ita te 'o.at the time At whioh and the 
conditions, e.g.• pay and4uty status requirements, under wbi h an eligible individual may enroll 
in the Program. ' ' 

Subsectioc (c) bars the Offiu from ~luding aD. employee,F 9femployeca soleI)' on the 
basls oftbc hiU'lUdows uatun; Uff;illploym.au, fWd from exc . an empJoyee who id ,occupying 
a position on apart·timo career employment basis~ as deb in section 3401(2)., ' 

Subsection (d) requiTeS the O&.e to mClnrlft, in IIA f1!1lI11atlonJ::.nnn. &>r the he&iJmhlllllld 
ending dates ofcoverage ofemployees, 1DD11~ former and other eligible individuals 
UDder tIJls chapter, as well lIS all)' roqulzemoDiK lbr"""lint w- WI,wnlou ofCOYenIg~. 

New section 901 t au1harizes the appropriation ofsuchsumB ",'may beneceswy foe the 
pwpoces ofc~ otn the pro~OIlI ofnew sections 9002~ 9005. and 9010. This section wil1 
provide funds fpr both the start-up costs IIlQ the ~QiDg .• • e expenses of the P,rognun. 

SectiOA 3ofthe bm provides that the amendments made by ,Act shall take e1fect on the date 
ofenact:ment ofthe Act, allowUlg the immccliBte r.ommen CDt oftb.c establisbmont of the 
I'rogram. Howe....er. acctiO.D. 3 AlGO provides dlat no coverage be efFective UIltil the first day 
oftht first pay period in October which foUo\W by more a!Yca.r the date ofenactment ofthe 
Act. This is designed to provide adequate time for the nego on ofconU'~ the pzeparatlon of 
materials. and the mammoth task ofeducating millions of :Hal enrollees about this Proaram. . .... I .. .. . , 

. j 

TOTAL 15 
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UNI'rED STATES 


OFFICE OF PERSONNEL MANAGEMENT 


OFFICE OJ> THE OIRECTOH 

SEP I 4' 1998 . , 
Honorable John L. Mica 
Chairman, Subcommittee 

on Civil Service 
Committee on Government Reform and Oversight 
U.S. House of Representatives 
Washington, DC20515 

Dear Mr. Chairman: 

Thank you for the opportunity to review and provide corhmems on;H.R. 4401, a bill that 
would establish a program for Federal employees and annuitants to' obtain long-term care 
insurance. As you know, we had the opportunity to participate in a meeting on the 
discussion draft of your bill some time ago, and offered our observations on mat document 
as well. 

While H~R. 4401 amplifies or clarifies the language of the discussion draft in some 
sections, it nonetheless retains the provisions that we believe are seriously objectionable 
and which reflect a radically different approach from that used by most private Sector 
employers offering group long-term care insurance to employees. In our view, retention 
of these provisions in the bill threatens the proposed program's suaeess, offers little in the 
way of financial incentives to enroll, and denies the Goverhinent a: role that private sector 

'employers use to require insurer perfonnanceand accountability. We believe that the 
employer-sponsor model would enable the Government to handle long-term cafe inSurance 
like other components of an employee benefit package. We appreciate the opportunity to 

comment on various sections of H.R. 4401 that are either problematic or inconsistent with 
the employer-sponsor model. 

. First, we see no particular value in and are puzzled by sections of the bill that refer to 
Individual Long-Term Care Insurance. Individual insurance products are sold to people on 
the open market on a one-lo-one basis. They are available now to Federal employees and 
annuitants and their families. Making thein available Uilder a Federal employer-sponsored 
prograrnadds no value for potential enrolJees. On the other hand, benefits offered by 
employers are, by definition, group products. Group insurance typically is less costly than 
individual insurance, primarily because economies of scale mitigate both coSts and 
underwriting risk. Federal enrollees should be able to benefit from discounts available to 
other employer groups. 
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Further, unlike health insurance, the demand for long-tenn care insurance is nO[ l~rge . 
enough to allow competition to reduce costs. About 10 percent of the eligible 
population purchases long-term care insurance, in Contrast to the 85 percent oI eligible 
individuals who participate in the Federal Employees Health Benefits Program .. As a 
result. -employers who offer long-term care insuraIice almost always contract with one 
vendor, rather than expecting competition to reduce costs and increase quality. However, 
H.R. 4401 specifies that the Office of Personnel Management (OPM) contract with every 
qualified carrier that submits a timely application to participate in the long-term care 
insurance program. As currently drafted, the bill's provision that prohibits OPM from 
acting like other employers, actually undermines the goal of the bill. which is tb provide 
employees with an affordable option. 

Your bill prohibits OPM from specifying or negotiating either the benefits or the tenns and 
conditions of the products offered. Again, this is totally contrary tb practice in the private 
sector. It severely disadvantages Federal enrollees who lose the benefit of the 
Governmem's assurance of standardized benefits and its significant power as the purchaser 
for a very large group of potential customers. 

Finally. the concept of an annual open season is alien to the fundamental premise of a 
long-term care product. Because the need for the benefit could be as far as 30 years in the 
future, it is advantageous for the purchaser to buy at an early age when premiums are 
comparatively low and the value of the insurance is enhanced by the accrual of premium 
income and earnings over a long period of time. Thus, an annual open season discourages 
early participation since people can postpone purchasing coverage until they need it. This 
type of enrollment behavior can increase premiums that participants pay. Thus .. we 
recortunend an initial open enrollment period for eligible panicipants, and then, that all 
new eligibles should have the opportunity to elect the be'nefit. Additional open seasons 
might be scheduled from time to time in response to programmatic events, as they are for 
life insurance. Also, people might be given the opportunity to make an election later if 
they can meet rigorous undef\\lriting require·ments. In this particular case, regularly 
scheduled arumal open seasons serve no positive purpose but merely encourage adverse­
selection and increased premium costs for all participants. 

In summary, an approach modeled on prevalent practice by priyate employers seems to 
offer the best chance of su~cess. Contract negotiation and administration must be 
responsibilities of the employer because participants assume, as they should. that benefits 
offered to them by their employer are offered in their interest, at a cost advantage. by 
responsible insurers. Your proposal relegates the Government as an employet to nothing 
more than a marketing vehicle for the insurance industry. Only minimal savings would 
reSUlt instead of the substantial savings that could be achieved with a genuine g:roup 
long-term care product. We cannot support the approach you have chosen to take. 
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We hope that you find these cotnments helpful. As we stared in testimony during your 
hearings on long-rerm care insurance. and in subsequent meetings and work sessions with 
Subcorrunittee staff. we are available to assist in the developm~nt of a program iliat offers 
value and protection to Federal employees, retirees and memb'ers of their family. and 
which we can successfu.l1y administer. We think now is the rime fot a proposal that bener 
reflects private employer practice and look forward to working with you and others in 
presenting one. 

The Office of Management and Budget advises that there is no objection from the 
standpoint of the Administration's program to the submission Of this report to the 
Congress. 

Sincetely. 

Janice R. Lachance 
Director 
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Consumer Protections for Long-term Care Insurance 

Draft 


10-26-00 


Consumer protections that must apply to federally qualified long-term care insurance 

policies include: ' 


• 	 Contingent non-forfeiture requirements; 
• . 	Appropriate information disclosure; and 
• 	 Suitability analysis. 

TheNAIC Model Regulations (September 2000) on long-term care insurance policies establish 
standards for all three. The NAIC, AARP,Sen. Grassley, and even the Health Insurance 
Association of America all believe (and support) that these NAIC model standards Should apply 
to federally qualified long-term care insurance policies. 

These are currently in the Republican tax package. 

Additionally, stabilizing premium rates for federally qualified long-term care policies is 
important. 

• 	 The NAIC has developed new consumer protections to stabilize rates. The NAIC wants 
time for states to adopt the new protections before any federal action is taken (with a GAO 
report within 3 years on state action). 

• 	 An alternative option is to establish a federal standard based on the NAIC model (or other 
comparable state approach certified by the Secretary) with a delayed effective date. AARP 
prefers this approach. . 

.	We favor the approach that the NAIC wants -- allowing states to adopt the new protections in the 
NAIC model before establishing a new federal standard (with a GAO study). However, we 
would agree to the alte,rnative option with a delayed effective date. 

Rate stabilization is riot in the Republican tax package. 



DRAFT: CONCERNS ABOUT TAX DEDUCTION FOR LONG-TERM CARE EXPENSES 

The Republican Leadership has proposed to allow taxpayers to deduct up t6 $10,000 iri long­

term care expenses. 


Concerns about this provision include: 


• 	 Does nothing to compensate for informal long-term care: This tax proposal subsidizes 
only the use of formal long-term care: home health aids, nursing homes, etc. It does 
nothing for the' harder to quantify costs of informal family caregiving. On top of actual 
spending on items like medicines and food, families and friends often forego wages due to 
taking time off or reduced hours at work, lower savings (for retirement or their own long­
term care), and other indirect costs. About twice as much is spend in the U.S. on informal 
long-term care as is spent on nursing home care,' according to one study. This ranges from 
$4800 to $10,400 per caregiver. 

• 	 Skewed to wealthiest people with long-term care needs and families: This long-term care 
expense deduction would give a higher subsidy to a person with higher income, even if the 
lower income person had the same exact expenses. This is compounded by the fact that 
middle-income families are less likely to rely on formal long-term care, instead providing 
care themselves. 

• 	 Doesn't help caregivers who are women as much as it helps men. The majority of . 
caregivers, 73%, are women·according to a 1997 National Alliance for Caregiving/AARP 
survey. On average, caregivers spend 18 hours per week caring for elderly relatiyes. One in 
five provide at least 40 hours per week of uncompensated care'. To provide care, women 
make work-related adjustments including dropping to part time, taking time offfrom work, 
taking a leave of absence, taking a less demanding job, or giving up work entirely. Making 
such sacrifices also means less earning potential. Lower salaries coupled with the current 
pay gap between women and men means that the tax deduction favors men. 

• 	 Provides only $1500 or less for the three-fourths of tax payers. Low-income families that 
do not itemize their taxes would get nothing from this proposal. Those who are in the lowest 
tax. bracket would get help of only $1500 - half of what they would get under the President's 
bipartisan proposal. . 

• '. Tax credit for people with long-term care needs and their relatives has support from 
advocates, insurers, and bipartisan members' of Congress . .AARP, Alzheimer's 
Association, Health Insurance Association of America, Senators Grassley and Graham and 
Representatives Johnson and Thurman and 90 cosponsors all support the proposal to provide 
Americans with long-term care needs or the family members who care for and house them a 
phased-in $3000 tax credit. This tax credit would compensate for a wide range of formal and 
informal long-term care for people of all ages with three or more limitations in activities of 
daily living or a comparable cognitive impairment. It would provide needed financial 
support to about 2 million Americans, including 1.2 million older Americans, over 500,000 



non-elderly adults, and approximately 250,000 children per year. Itcosts $9 billion over 5 
. years, and $28 billion over 10 years. 

The Alzheimer's Association opposes the deduction proposed by the Republican leadership. 
AARP prefers a credit but \Vants to see details of the proposal before expressing their position on . 
the deduction. 



TAX DEDUCTIONS FOR LONG-TERM CARE INSURANCE: 
. 	 . I 

BAD PUBLIC POLICY 

Draft 


10/27/00 


I 

A tax deduction for long-term care insurance does not help individuals with immediate and 
severe long-term care needs. The deduction will affect few individuals who purchase insurance 
without providing any help to individuals with severe long-term care needs or family members 
caririg for them. 

The tax deduction doesn't help middle class and low-wage families. Long-term care 
insurance (LTC insurance) may only be appropriate for relat~vely wealthy individuals looking to 
protect substantial assets at retirement. J 

Billions of federal tax dollars would subsidize insurance companies. The Joint Committee 
on Taxation estimates that the tax deduction will cost $12 billion over the next ten years. 
Expansion of LTl:: insurance induced by new tax preferences is unlikely to reduce Medicaid 
expenditures on nursinghome care. Persons with sufficient assets to maintain LTC insurance are 
unlikely, even absent such cov~rage, to rely on Medicaid. . 

. • 	 Insurance companies whose sale of these products will grow as a result of the 

subsidy will be the real beneficiaries of the $12 billion tax sub~idy. Insurance 


, companies already keep millions of dollars in premiupIs that ~ave been paid for lapsed 
policies. They don't need additional help. Congress should not tax hard working' 
American families in order to subsidize insurance companies: 

• 	 Only 40 percent of all long-term care insurance policies sold as of June 1998 remain 
in force according to the insurance industry. The high lapse rate indicates that when 
individuals really need coverage for their long-term qare needs, they may no longer have 
it. 

• 	 Even if the tax subsidy results in fewer people dropping their coverage, very few 
individuals will benefit. The high lapse rate allows insurance companies to use 
premiums collected from lapsed policies and premiums from ,still in-effect policies to pay 
claims. Therefore, a lower lapse rate WIll mean higher premiums for new purchasers of , 
LTC insurance. The higher premiums will mean that even fewer individuals the 
relatively wealthy -- could benefit from the,multi-billion dollar subsidy. 



Insurance companies want federal subsidies without accountability. The insurance industry 
is opposing key consumer protections that seek to ensure that Americ~ families purchasing 
these insurance ·products are fully protected. For example, the insurance industry is opposing a 
federal standard that would protect consumers by limiting the ability of insurance companies to . 
raise rates. 

• 	 Many older Americans have lost their long-term care insurance and their life 
savings (money paid for those policies) because of sharp premium increases by 
insurance companies. Some individuals have seen their premium for long-term care 
insurance increase from $700 per year to $10,000 per year. 

• 	 The ability of insurance companies to raise premium rfltes is virtually limitless 
even for the so-called "level premium" policies, which are sold with a promise to 

. consumers that their rates are locked.,.in and will not change. State regulators 
have not been able to prevent premium increases even when the increase is 700%. 

• American families relying on long-term care insurance must be protected against 
premium increases. The proposed preferential tax treatment of LTC insurance will 

. appear as an implicit federal government endorsement of LTC insurance and will result 
iIi more consumers buying this product. If the Congress wantk to subsidize LTC 
insurance, then it must also ensure that the insurance companies benefiting from these tax 
subsidies do not raise rates for individuals relying on LTC insurance for future care for 
themselves and family members . 

.	Congress should not encourage the purchase of flawed long-term care insurance products. 
The limited resources of the elderly should not be misspent on a flawed insurance product. 

• 	 There is substantial confusion (which is often encourage~ by deceptive and abusive 
agent practices) as to whether or not the coverage is what the senior usually believes 
it is. There are inarket incentives forthese practices the agent wants to inake a sale and 
in many cases can make the sale only by selling a bare-bones policy and by misleading 
the consumer about covered benefits. 

The price is low when the policy fails to provide basic protections for the 
policyholder. Basic protections include inflation protection, hon-forfeiture protection, 
reasonable reimbursement rates (at least $1 OO/day which is the average cost of nursing 
homes according to industry estimates), and benefits for life (not just for a couple of 
years). 

Also, the price can stay low when: 

• 	 there are unreasonable restrictions on the type of care required before the policy 
kicks-in (e.g., some poiicies do not provide benefits i( the person's care could be 
managed in settings less restrictive than a nursing home); 

http:locked.,.in
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• 	 benefits kick in only after a lengthy elimination period (requiring individuals to be 
in a nursing home and to pay, out-of-pocket, for those expenses for 6 months or 
longer before any benefits are paid); and 

• 	 the policy only covers limited benefits (no benefits for custodial and intermediate 
care, only for skilled care). 

The price also stays low when unscrupulous insurance companies intentionally low-ball 
their prices to gain market share knowing that they would need to raise their premiums 
later. 

These problems have existed since the inception of this product. The insurance industry . 
recently told Congress that many of these problems still exist. Congress should no·t encourage 
the purchase of these flawed products without also fixing these serious problems. 



Summary: Long-term Care and Retirement Security Act of 2000 (S. 22251H.R.3872) 

• 	 The bill creates an "above the line" tax deduction for individuals for premiums paid for long­
term care insurance. 

• 	 The bill establishes consumer protections by requiring federally qualified long-term care 
insurance to comply with the standards established by the National Association of Ihsurance 
Commissioners (chief insurance regulators in every state are members). New.standards 
include: 

• 	 Contingent non-forfeiture requirements (protecting individuals against rate increases and 
lapse in coverage) 

• 	 Although currently the issue ofsubstantial rate increases is not addressed in the bill, 
Sen.. Grassley is working with the NAIC and others to address it. 

• 	 Also, there,is no requirement to provide adequate information to (suitability testing for) 
purchasers oflong-term care insurance. This problem is also being discussed with the 
NAIC 

• 	 The bill establishes a tax credit for caregivers and the chronically ill. 

• 	 The credit is phased in over 4 years from $1000 to $3000 (and is phased out for high 
income individuals -- $75,000 for individual and $150,000 joint returns) 

• 	 The tax credit is available for caregivers: 

• 	 Taxpayer, 'spouse of taxpayer, or any individual for whom the taxpayer can claim a 
deduction (under section 151) - only one credit even if more than one person takes 
care of the individual's long-term care needs. 

, . 

• 	 Generally, the credit is available for the caregiver if the caregiver is assisting a baby, 
a child, or an adult. 



LONG-TERM CARE INSURANCE 
9/21100 
DRAFT 

BACKGROUND 

In 1996, the Health Insurance Portability and Accountability Act (HIPAA) established favorable 
tax treatment for certain long-term care insurance policies. 

• 	 In doing so, HIP AA also set important consumer protection standards for federally qualified 
long-term care insurance poliCies. . 

. • 	 This was done by a cross~reference in the Internal Revenue Code (IRC) to provisions of the 
Long-term care Model Act and Regulation developed by the National Association of 
Insurance Commissioners (NAIC). The NAIC is an organization, of the chief insurance 
regulators from the 50 states, the District of Columbia, and the U.S. tertitories whose purpose 
is to protect consumers throughappropriate regulation of insurance. 

There are several shortcomings with long-term care insurance currently. We need to address 
these shortcomings to protect American families relying on long-term care insurance for future 
care of family members. . i 

Some shortcomings include: 

• 	 Lapse in coverage; 

• 	 Inadequate information for purchasers of lonK-term care insurance; and 

• 	 Unexpected increases in premiums. 

There is a way to address these shortcomings to protect individuals who purchase long-term care 
insurance. Some solutions have been developed by the NAIC. Since 1996, the NAIC further 
amended its model act and regulation to better protect purchasers of long-term ~are in,surance 
policies. In order for these important protections to apply to federally qualified long-term care 
insurance policies, the IRC would need to be amended to clarify that federally qualified long­· 	 ,'. 

term care insurance policies would need to meet the specific standards in the updated NAIC 
models. 

In recent testimony to the Senate Special Committee on Aging, the HIAA, American Council of 
Life Insurers (ACLI), and other stakeholders expressed general support for applying many of the 
new consumer protections in the updatedNAIC Model Act and Regulation to federally qualified 
long-term care policies. 



DISCUSSION 

Lapse in coverage caused by increased premiums. Some insurance companies have increased 
premiums for long-term care insurance. Individuals with long-term care insurance were forced 
to pay the higher premiums to keep their coverage. Others had to drop their coverage because 
of their inability (having a fixed income) to pay the higher premiums. Regardless of when one 
purchases long-term care insurance, if an individual is on a fixed income, the individual's ability 
to handle higher premiums is likely to decrease over time. In such cases, individuals should not 
lose everything that they've paid into a long-term care policy. 

S.2225/H.R.3812 

• 	 The bill establishes consumer protections by cross-referencing the new standards established 
by the NAIC model act and regulation requiring all federally-qualified long-term care 
policies to have contingent non-forfeiture benefits. 

NAIC Model 

• 	 The NAIC model requires contingent non-forfeiture. This benefit is triggered if an 
. individual's premium increases by a specific (cumulative) percentage measured from the 

time such policy is purchased. Once triggered, the consumer has a right to do .any of the 
following: 

•. 	pay the higher premium to maintain the same level of coverage; 

• 	 pay the premium amount charged prior to the increase BUT re~eive lower benefits (less 
coverage although the period of coverage remains the same); and 

•. 	convert the coverage to a shortened benefit period (without paying additional premiums). 

The NAIC, HIAA, and ACLI have testified that each supports this requirement. 



Inadequate information for purchasers of long-term care insurance. In some cases, long­
tenn care policies are sold to individuals without giving the consumer specific infonnation about 
the benefits provided under the policy and without disclosing to the consumer that the premiums 

. for the policy may increase in the future. Individuals buying long-term care insurance need this 
important information. Without such information, individuals m~y find that they've made a very 
costly mistake - buying a policy that is not right for them. . 

S.2225/H.R.3872 

• 	 Currently the bill does not require insurance companies to provide adequate information to 
purchasers of long-term care insurance. 

NAIC Model 

• 	 The NAIC model addresses this problem by requiring insurance companies to provide 

important information to individuals, including: 


• 	 Rate increase history for the past 10 years; and 

• 	 A statement about the possibility of a rate increase with ali explanation of the 
consumer's rights in the event of the increase (the applicant must sign an 
acknowledgement of the potential for rate increase). 

• 	 The NAIC model also requires (a suitability test) the insurance company and the consumer to 
determine: 

• 	 Whether the consumer will be able to afford the policy even if premiums remain the same 
(will theinvidividual's income go down or become fixed); . ' . 

• 	 Whether the consumer will be able to afford the policy if premiums increase; and 

.• Whether the benefits are appropriate for the particular individual. 
, 

The NAIC believes that federally qualified long-term care insurance policies should comply with 
the new information disclosure requirements and the suitability provisions in the NAIC model 
act and regulation. {The disclosure requirements are a bigger issue jor the NAIC than the 
suitability provisions} 

HIAA testified that it supports the disclosure to consumers relating to premium. HIAA generally 
supports defining minimum standards in the relationship between the insurer and consumer. 

ACLI generally believes that these consumer protections are best handled by the states~ ACLI 
did not explicitly oppose requiring federally qualified long-term care insurance policies to . 
comply with these protections. 



Unexpected increases in premiums and rate stabilization..' There are few restrictions on rate 
increases. There have been documented cases where the annual premium for long-term care 
insurance increased from $700 to $10,000. Many older Americans lo~t their long-term care 
insurance and everything they paid into those policies. ' . 	 , . 

S.2225/RR.3872, 

.• Currently the bill does not protecfindividuals·against unexpected premium increases. Sen. 
Grassley recently held a hearing and expressed a strong interest ih amending his bill to 
address this problem.' 	 . 

NAIC Model . 

• 	 The NAIC model establishes a new rating process to protect con~Jmers from rate'increases. 
The new process encourages insurance companies to establish initial premiums at proper 
levels and also penalizes them in the future if a rate increase is required. 

The NAIC believes that: 

• 	 States should handle the rate setting area; 
) . . 

• 	 Congress ~houid not implement the. rate reforms in the NAIC model ~ntilthe states have 
an opportunity to enact those reforms; . . . 

• 	 If states fail to implement the rate practice amendments, then Congress could revisit this 
lssue. 

The NAIC also believes that if Congress implements the rate reforms, then there should be a 
transition period before the new requirements become effective to allow the states to amend 
their laws (before preemption occurs). 

Both HIAA and ACLI believe that standards on rates should be set byistates and that these 

standards should not be in federal Jaw. ' 


.,, 



Rate stabilIzation 
'" 

. Option 1: Nonewfederalstandard on rates. 

Pro 

• Gives states an opportunity to enactNAIC model standards on ratb stability. 


Con 


• 	 This doesn't help consumers now. 

Option 2: Establish' a federal standard based on the, NAIC model~ with a delayed effective 
date. 

Pro 

." 	Gives states time to ad()pt NAIC model. 

• 	 The NAIC model standards have not been tested in the marketplaC:e. A transition period will 
enable the model standards to be evaluated through state implementation. 

• 	 Consumers are protected bec:auseif some states don't adopt the Nt,\IC model, then the 

federal standard would apply. .~ .', 


Con 

• 	 It would be difficult for the federal government to enforce standards on rate setting. 

Option 3: Establish a federal standard based on. either the NAIC: model or other 

comparable approach, with a delayed effective date." ! 


Pro 

• 	 Similar to Option 2. 

• 	 Consumers will be protected immediately in states with reforms already in place.( different 
from the ones in the NAtC model). ' . . 

• 	 States will have more flexibility :""ithout being p~nalized (preempted) for strong cOilsumer 
protections that are different from the NAIC model. 

Hope from the Senate Aging Committee is considering this option. The NAIC probably will not 
oppose this as long ,as the standard is state-baser{ (and not a new federal approach). 

Con' 
• 	 Similar to Option 2. 



LONG TERM CARE INSURANCE: NON-FORFEITURE 


Non-forfeiture Benefits 

Triggered when there is a lapse or non-payment in a long-term care policy. The triggering event 
is not related to premium increases (see discussion below Contingent non-forfeiture). The 
consumer would have the right to: . 

• 	 benefits under the policy for a shortened period; and 
, 	 1 . . 

• 	 amount of-benefits would not be less than 100% of all premiums paid. 

NAIC Model requires long-term care policies to offer this protection if the consumer wants 
it. Consumers are not required to purchase the non'-forfeiture benefits. 

Contingent non-forfeiture Benefits 

If the consumer does not purchase the optional non-forfeiture benefit, the long-term care policy 
may include a contingent non-forfeiture benefit. This bynefit is triggered if an individual's 
premium increases by a specific (cumulative) percentage measured from the time such policy is 
purchased. . 	 .. 

Once triggered, the consumer has a right to do any ofthe following: 

• 	 pay the higher premium to maintain the same level of coverage; 

• 	 pay the premium amount charged prior to the increase BUT receive lower benefits (less 
coverage although the period of coverage remains the same); and 

• 	 convert the coverage to a shortened benefit period (without paying additional premiums). 

The NAIC model requires long-term care policies to include a "contingent non-forfeiture 
benefit" if a consumer does not purchase the non-forfeiture benefit. . 

NAIC position 
The NAIC believes that long-term care policies that receive preferential tax treatment should 
have non-forfeiture and contingent non-forfeiture protections for consumers. This could be 
accomplished by specifically referencing these consumer protections in the NAIC Model Act 
(2000). . 



ADJUSTMENTS IN BENEFITS .-:. INFLATION· 


The level of benefits under a long-term care policy is adjusted for inflation. 

The NAIC Model requires insurance companies to offer this optional benefit to any consumer 
who wants to purchase it. ' 

NAIC positiOn 
The NAIC Model Regulation includes this protection for consumers. ' TheNAIC did not discuss 

. 	 . 

this in their testimony to the Senate Special Committee on Aging (September 13,2000) 

SUITABILITY 

It is important to decide whethe~ long-term care insurartce is appropriate forany particular 
individual suitability. The insurance company and the consumer should determine: 

• 	 whether the consumer will be· able to afford the policy even if premiums remain the 
same (will the individual's income go down or become fixed?); 

• 	 whether the consumer will be able to afford the policy ifp~emiums increase; and 

• whether the benefits are appropriate for the particular individual. 

The NAIC Model requires insurance companies to conduct a suitability analysis. 

NAIC position 

The NAIC believes that long-term care policies that receive preferential tax treatment should ' 
have the suitability requirements. This could be accomplished by specifically referencing these 
consumer protections in the NAIC Model Act (2000). 
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Long-Term-Care Policies No 
Panacea ' 
. Insurance: Ifyou're shopping for one, look at 
the options carefully. Some consumers are 
troubled by rates that climb to unaffordable 
levels as they age. 

By KAtHy M. KRISTOF, Times Staff Writer 

Many Americans who boughtlong-term-care 
insurance as protection from the financial calamity 
of an extended late-life illness are finding to their 
chagrin that they may not be able to afford the 
insurance just when they need it most. 

That's coming as a shock to people who were 
sold long-term-care policies when they were 
younger, on the expectation that they were locking 
in affordable premium payments. 

Just ask Oliver and Margaret Cromwell of Palm 
Beach, Fla., octogenarians who bought 
long-term-care policies a decade ago. They 
canceled them three years ago when Margaret's 
premium soared to f!.¥e-ti1Jlesjt~:..Qriginal cost and 
Oliver's premium rocketed-7.00%.-1 . .' 

"We put a lot of money into this thing and we got 
back nothing," said Oliver. '''The fees just kept 
escalating every year. The last straw was when the 
premium rose 40% in just one year." 

At:aJimeN.rhen,Gol1gr:e.s~.i.$ weighing plans t6 
g.ive-tax·~deQ~c~ions:t9Cp~ople;.wflo·:ouy~::: ~!§~""~~ii . 
1bng:;teiirt-cai:~}h~¥.r:f.l.ll.ce.policies';""a~de'ar~iriceritive 
t~~_uy·tl1is insur:~:ince:'~it's: important to~kno~~ that 
the-Croniwells;are'far from alone: : . .'-­
. LTli'ere'~te no statistics showing what percentage 
ofpolicyholders get premium hikes on their 
long-term-care insurance, which are policies that 
promise to pay for care in nursing homes as well as 
for home-health aides for those who become 
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incapable of taking care of themselves. 
However, more than 150,000 consumers have 

sued their insurers for hiking long-term-care 
premiums between 25% and 700%, said New 
Orleans attorney Allan Kanner, who represents 
litigants in a half-dozen class-action suits. 

Though consumers say the policies are often sold 
with the assurance of steady premiums, insurers do 
not contractually promise anything of the sort. 
Nearly every policy contains a boilerplate 
disclaimer that says future premiums may rise .. 

However, consumers may discount that 
warning because the policy also says that premiums 
"may not rise due to your age or health"--a promise 
that many take to mean their premium payments 
won't go up as they age. But what insurers mean by 
this statement and what consumers think they mean 
are two different things. 

"There is the concern regarding whether 
consumers, who may be told their rates cannot 
increase due to age or physical condition, 
understand that they are part of a class whose rates 
can increase," Kathleen Sebelius, vice president of 
the National Assn. ofInsurance Commissioners and 
the Kansas insurance commissioner, said in recent 
congressional testimony. 

Translation: The insurer promises not to raise the 
premium on just your individual policy, but it can 
raise the rates for the entire group of which you are 
a part, industry insiders say. And though the 
ins.urance company promises it doesn't consider the 
fact that you, the individual, are getting older and· ' 
are more likely to file claims, they do care if your 

. group as a whole ages and starts filing claims. (The 
nature of your "group" can vary, but it often 
includes all the people who bought similar policies.) 

The end result is the same: Your rates--along . 
with the tates of everyone in your group--can rise as 
you age, sometimes dramatically. ' 

Examples of this aren't hard to find, according 
to Kanner. Consider the case ofNellie McIlroy, 
who is 95 and suffers from Alzheimer's disease. In 
1987, she bought a long-term-care policy with an 
annual premium of $829.86. By 1997, her premium 
had soared to $6,638 a year. Already ill, she 
couldn't get other'insurance, so her kids continue to 
pay the premium on her behalf. Ironically, she has 
never used the insurance. She lives with her son, 
Carl, in North Dakota. 

Harold Hanson, 96, of Reeder, N.D., has a 
similar story. He bought a policyin 1987 for $1,498 
a year. By 1996, the annual cost had rocketed to 
$6,158 annually. He dropped the policy at age 92 
because he no longer could afford the premium. 

Hanson, McIlroy and the Cromwells were all 
members of class-action suits that were settled 
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before triaL The insurers that sold the policies 
agreed to give partial refunds and cut future 
premiums for these litigants, without admitting or 
denying guilt. 

* * * 
Dozens-of-additionaI-class:::action-suitsJiled 

across thelcounfryniake siiriihii:' allegati6ns;liffact, 
th~problem ofrising -premiums-on'long:te-rffi::c1lre 
po'licies'has-bec<;>me.serious-enough_ that Sen. 
Charles E. -Grassley ('R-iowa),chairman of the 
[Sp~fiatCo~ittee ()n Aging;'h~l~hh.earings. i!} 
mid(~ep~~~.!~:,e~plor~''tHe;causes::ruid.pote,l!1ial 
solutIons. ". " .' '.,. .. ' , ,- .- .-­

However: the probiem won't be easy to solve. 
The reason is fairly complex, but boils down to 

this: Traditional insurance protects large numbers of 
people from a tiny risk that something horrible will 
happen-:--something so bad that no reasonable (or 
honest) person would consider triggering the policy 
just for the money. For instance, you won't try to 
die just to collect on your life insurance; you won't 
burn down your house to collect homeowner's 
coverage. 

Then, too, with traditional products such as life 
, and homeowner's insurance, the risk of lo~s is pretty 
easy to calculate. ' 

The same can't be said for long-term-care 
insurance. The policy coverages are relatively new 
and evolving, and the statistical data are slim. With 
many new and more popular policies you don't 
necessarily need to do something as unpleasant as 
check into a nursing home to get coverage. Many 
policies pay for home-health aides and even' , 
housekeepers. That may ultimately boost usage, 
thus boosting costs for long-term':'care insurers. 

Indeed, some insurers that have raised rates 
maintain that they're not making money on the 
business. They're simply hiking premiums to keep 
up with their costs. 

"They are just trying to break even,'.' said Scott . 
Daniel, partner at the Galveston, Texas, law firm of 
Greer, Herz & Adams, which represents Standard 
Life & Accident Insurance and American National 
Insurance Co., which have been named in several 
class-actipn suits. "It's the cost ofcare that's rising." 

Then,t()o, the nature ofcaring for the elderly 
appears to be changing, and change is tricky for 
insurance companies .to deal with. That's because 
they price their policies on the basis of 
statistics--usually statistics that have shown 
relatively consistent trend lines for centuries. 

Society is changing in ways that affect how we 
care for the elderly, however. In the past, if your 
parents or grandparents got sick, they'd move in 
with relatives and a stay-at-home spouse would care 
for them. Today, with a rising number of 
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two-income families; there are fewer stay-at-home 
spouses. So care for a needy older person probably 
falls to a paid provider. . 

Meanwhile, Americans are living longer than 
ever, but it's unclear whether they are any healthier. 
If they're not, the need for long-term care could 
break records and bankrupt companies that 
underestimate the costs and need for these services. 

The product already has changed a lot. 
Long-term-care insurance used to cover only care in 
nursing homes. It was generally used as 
fill-in-the-gap coverage because Medicare paid only 
for skilled nursing care following a hospital stay, 
and only for a relatively brief period. 

The problem was that people with Alzheimer's 
or dementia didn't qualify for government health 
insurance programs because they didn't require 
medical attention, just constant supervision and 
help with routine activities such as feeding, clothing 
and bathing. As a result, if a middle-income person 
with Alzheimer's needed nursing-home care, which 
can easily Gost $50,000 to $60,000 a year, they 
could quickly use up their savings and become 
impoverished . 

. At first, long-term-care insurance policies 
offered to pay a portion of that cost, say; $J 00 a day 
for care in a nursing home. In addition, coverage 
would kick in based on a less restrictive formula 
than with Medicare. 
, But policies that paid for ,something as 

Unattractive as living in a nursing home proved to 
be a tough selL Moreover, some buyers were 
concerned about whether the insurance . 
reimbursement rate would keep up with th~ rate of 
inflation. 

* * * 
Insurers responded by creating policies with 

inflation riders that automatically adjust the 
allowable daily benefit to keep pace with the cost of 
living. They also began to offer coverage for 
home-health benefits, hospice care, medical. 
equipment, caregiver training and even homemaker 
or chore services. 

Many 6fthese services are not only more 
. cost-effective than providing care in nursing homes, 
but also more attractive--both a selling point and an 
incentive for increased usage. After all, few people 
want to end up in a nursing home, but if your pOlicy 
will pay for someone to clean your house or make 
you meals, why not take advantage of it? 

Hep.ce the fluid nature oflong-term-care 
insurance premiums. Insurers don't know exactly 
how to price the policies and carl't guarantee that 
they won't have to pass on rate increases to 
customers. 

The insurance industry is greatly concerned 
about both the rate increases and the black .eye the 
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subsequent bad pUblicity is giving insurers. As a 
result, they helped the National Assn. of Insurance 
Commissioners cobble together a series of proposed 
rules that would penalize companies if they opted to 
raise rates on long-term-care policies. However, it 
remains to be seen whether these rules will have 
any positive effect. 

In the meantime, it can be difficult for 
consumers to decide if they should buy 
long-term-care insurance. On the one hand, if you 
end up in a nursing home without insurance, you 
could easily spend the bulk Of your savings before 
your income drops to the point at which 
government insurance kicks in. For those who want 
to leave an inheritance to their children, that can be 
a disadvantage . 

. On the other hand, if you buy a policy that has a 
lot of bells and whistles, you are certain <to pay a 
substantial amount--probably considerably more 
than you would pay if you simply saved to pay the 
cost of having more household help when you 
needed it. 

* * * 
A possible comproniise: Buy a bare-bones 

policy to guard against the slight chance that you 
will need to pay for nursing care for many years as 
a result. ofAlzheimer's or other disease. If you think 
you'll want home-health aides to help you buy 
groceries or make meals when you're old, save 
some extra money in your retirement plan. 

Although the premium for a bare-bones policy 
could rise too, it's unlikely to rise as much as the 
premiums for the hybrid policies that probably will 
get much more use, said Stephen A. Moses, 
president of the Center for Long Term Care 
Financing in Bellevue, Wash. 

"Insurance is not to protect you against a high 
probability of spmething happening. That's what 
savings is for," Moses said. "Ifyou are not 
particularly financially savvy and you need an 
insurance company to hold your hand and make 
those contributions for you, that's fine. But realize 
you pay for that. They take out overhead and profits < 

and they will give you, frankly, a notoriously low 
rate of return on your money." 

* * * 
Times staff writer Kathy M. Kristof, author of 

"Investing 101" (Bloomberg, 2000), welcomes your 
comments and suggestions but regrets that she 
cannot respond individually to letters or phone 
calls. Write to Personal Finance, Business Section, 
Los Angeles Times, 202 W. 1st St. 90012, or e-mail 
kath .kristotl latimes.com: For past Personal 
Fmance co umns VISIt e Times' Web site at 
http://www .latimes.comJperfin. 

* * * 
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.Long-Term Trend 
'. Sales of long-term care insurance have increased 

dramatically since the 1980s. Critics contend that 
premium increases may force policyholders to 
cancel coverage when they need it most . 

. -*.* * 
Cumulative policies sold 
Cumulative number of long-term care policies 

sold, ih millions " . 
1998*: 5.8 million policies 

* * * 
Who buys policies , 
Long-term-care policy buyers, by income level 
More than $50,000: 20% 

. $35,000-$49,999: 18% . 
$25,000-$34,999: 25%' 
$20,000-$24,999: 16% 
Less than $20,000:21 % 
* Most recent figure available . 

Source: Health Insurance Assn. of America 
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The Honorable Demlis Hastert 

Speaker, House ofRepresentatives 

The Capitol, Room H-232 ' 
Washington, DC 20515 

Dear Mr. Speaker: 

I write to urge your favorable consideration of the Long-term Care and Retirement S'ecurityACt 
of2000 (S.2225fH.R.3872), a bili that willlieip Americans meet their long-term care needs today, 
and in the future. 

I am the primary sponsor of S. 2225 and Representative Johnson is the sponsor ofH.R.3 872. 
There are two very imponant provisjons in ~s iegislation. The first is a phased-in' $3,000 tax 
credit to help cover caregiver expenses, and the second is the deduction ofprerrliu.rp. costs for 
qualified long-term care insurance policies. It is imperative tllat both the deduction- and tax credit 
remain intact in the bill..I would enco1.'lrage you to speak: with Chairman Archer about the 
importance ofthis legislation. 

With millions 'now struggling to meet their long-term care responsibilities,these nunibers will 
only increase as the country ages. The Long-term Care and Retirement Security Act of2000 , 
demonstrates that Congress is serious about helping seniors and caregivers. Given the many , ' 
supporters ofthis legislatio~ including the Health Insurance ASsociation ofAmerica (IllAA) and 
the AARP; there is no reason we' cannot pass it this year. 

" 

Thank yOll for your attention to this matter. ' 

Committee Assignments: 
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THE PRESIDENT TRIPLES HIS LONG-TERM CARE TAX CREDIT AND 

URGES CONGRESS TO PASS A LONG-TERM CARE INITIATIVE IN 2000 


January 18,2000 


, 

Today, the Clinton Administration confirmed that the President's budget will include a $3,000 tax credit for 
people with long-term care needs or their caregivers -- tripling the credit over last year's proposal and 
increasing the total investment in long-term care to $28 billion over 10 years. This credit is the centerpiece 
ofthe President's historic long-term care initiative that has won praise from s~nior groups'and health policy 
experts. The initiative tackles the complex problem of long-term care that affects millions·of elderly, 
people with disabilities and families who care people in need. In addition to the (1) tax credit, the' initiative 
will (2) provide funding for services which support family 'caregivers of older persons; (3) improve equity 
in Medicaid eligibility for people in home'- aQd community~based settings; (4) encourage partnerships 
between low-income housing for the elderly and Medicaid; and (5) encourage the purchase of quality 
private long-term care insurance byFederal employees. This initiative complements the Administration's 
effort, spearheaded by the Vice President,' to improve the. quality of care in nursing homes. The President 
will commend Congress on giving this initiative serious considerat~on in the last session and urged it to ,j 

finish the job this year. 
\ 	 . 

MILLIONS OF AMERICANS HAVE LONG-TERM CARE NEEDS 

• 	 An increasing number of 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. 
Approximately, two-thirds are older Americans. Also, millions of adults and a growing ilUmber of 
children have long-term careneeds'because ofhealth' condition from birth or a chronic illness 
developed later in life. 

• 	 The aging 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) to 69.4 million), so that one 
in five Americans will be elderly. The number of people 85 years or older, nearly half of whom need 
assistance with everyday activities, will grow even faster: . 

FINANCIAL AS WELL AS SUPPORT SERVICES.ARE NEEDED 

• 	 Families, who are. the primary caregivers for people with long-term care needs, pay a big price 
for this care. Although it is difficult to quantify, one study found that the economic value of care . 
giving for families ranges from $4,800 to $10,400 per caregiver. As such, this new $3,000 tax credit 
could cover up to 60 percent off~ilies' costs. ' 

• 	 Many family caregivers need supportive services to ensure that they do not place themselves at 
risk. Families and friends caring for people with long term care needs often need information and 
assistance in getting to supportive resources. Most of those who are the primary caregivers of older 
persons who have,liinitations in their level of functioning are elderly themselves. Frequently, these 
caregivers are providing physically demanding and psychologically exhausting care which places their 
own health and mental health at risk .. These stresses tend to be even more severe for families of persons 
with Alzheimer's Disease, who generally have greater demands placed on their .personal time, 
experience family conflicts, lackadequate sleep, and are faced with financial hardships because ofjobs 
sacrificed or employment curtailed or compromised .. 

< • Private insurance is an important but relative new and untested option. Only about 4 million 
. Americans -- 1.5 percent of all Americans ~- have private long-term care insur;mce. Employers are only 

beginning to learn how to provide these benefits to their workers. 



PRESIDENT'S LONG-TERM CARE INITIATIVE. The Clinton Administration's long-term care 
initiative, which invests $10 billion over 5 years and $28 billion over 10 years, includes: 

• 	 Supporting families with long-term care needs through a $3,000 tax credit. This initiative 
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 $3,000 tax credit. This credit would be 
phased in beginning with $1,000 in 2001 and rising in $500 increments, so eligible people would 
receive $3,000 in 2005 and thereafter. The credit would be phased out beginning at $110,000 for 
couples and $75,000Jor unmarried taxpayers. 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 limitations in activities of daily living (ADLs) or a comparable cognitive impairment. It. 
would provide needed financial support to about 2 million Americans, including 1.2 million older 
Americans, over 500,000 non-elderly adults, and approximately 250,000 children per year. It costs 
about $8.8 billion over five years and $26.6 billion over 10 years. . 

• 	 Establishing a commitment to provide services to assist family caregivers of older persons. Recent 
studies have found that services like 'respite care 'can relieve caregiver stress and delay nu-rsing home 
entry, and that support for families of Alzheimer's patients can delay institutionalization for up to a 
year. This nationwide program would support families who care for elderly relatives with chronic 
illnesses or disabilities by enabling states to utilize.a visible, reliable network to provide: quality respite 
care and other support services; critical infoimation about community-based long-term services that 
best meet a families' needs; and counseling'and support, such as teaching model approaches for 
caregivers that are coping with new responsibilities and offering training for complex care needs, stich 
as techniques to manage wandering and agitated behavior in late-stage Alzheimer's Disease, This 
program, which costs more than $1.25 billion over 10 years, would assist approximately 250,000 
families nationwide. ' 

• 	 Improving Equity in Medicaid eligibility for people in home- and community-based care settings. 
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 provide coverage in 
nursing homes than in the community. This proposal would enable states to provide services to 
nursing-home qualified beneficiaries at 300 percent of the Supplemental Security Income (SSI) limit 
(about $15,000) without requiring a complicated and frequeritly time-consuming Federal'waiver..This 
proposal contributes towards this goal of giving people with long:.term care needs the choice ofre­
maining in their homes and communities ..It costs $140 million over 5 years, $370 million over 10 years. 

• 	 Encouraging partnerships betWeen low-income housing for the elderly and MediCaid. This' 
proposal would provide $100 million in competitive grants to qualified low-income elderly housing 
projects (Section 202 projects) to convert some or all units into assisted' living, so long as Medicaid 
home and community-based services and services for non-Medicaid residents are readily available. As 
people living in these housing facilities age, their need for long-term care s~rvices rises, often leaving 
them with no choice but to move to a nursing home. This proposal would allow such people to " age in 
place" by funding the conversion of their units or the buildings that they live in into assisted living 
facilities. Only sites that agree to bring Medicaid home and community-based $ervices into their 
converted assisted living facilities would qualify for grants, to ensure'that low-income elderly have 
access to this opportunity. 

• 	 Having the Federal 'government serve as a model employer by offering quality private long-term 
care insurance to Federal employees. The Office of Personnel Management (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 Tates. This proposal will provide 
employers a nationwide model for offering quality long-term, care insuranc~. OPM anticipates 'that 
approximately 300,000 Federal employees would participate in this program. 



COVERAGE AND LONG·TERM CARE INITIATIVES 
(Dollars in billions, fiscal years) 

2001 2002 2003 2004 . 2005 2006 2007 2008 2009 2010 
:.. 

2001·05" 2001·10 

HEALTH INSURANCE INITIATIVE 
Family Policy 0.800 1.600 2.600 3.800 5.000 .8.900 12.000 12.800 13.700 14.800 13.800 76.000 

Children's Outreach 
Presumptive eligibility 
Required kids' 'elig simplification 
School lunch info (Lugar) 
Subtotal 

0.015 
0.129 
0.005 
0.149 

0.035 
0.325 
0.015 
0.375 

0.055 
0.390 
0.025 
0.470 

0.085 
0.465 
0.040 
0.590 

0.115 
'0.300 
0.040 
0.455 

0.145 
0.375 
0.035 
0.555 

0.175 
0.530 
0.045 
0.750 

0.190 
0.500 
0.045 
0.735 

0.205 
0,490 
0.045 
0.740 

0.220 
0.530 
0.050 
0.800 

0.305 
1.609 
0.125 
2.039 

1.240 
4.034 
0.345 
5.619 

Vulnerable Groups 
Legallmmigrants 
Transitional Medicaid 
People Ages 19-20 
Medicare Buy-In 

Medicare 
Tax Credit 

COBRA Tax Credit 
Small Business Tax Credit 
Subtotal 

0.063 
0.000 
0.120 

0.000 
0.000 
0.000 
0.001 
0.184 

0.123 
0.350 
0.130 

0.257 
0.005 
0.041 
0.009 
0.915 

0.229 
0.350 
0.135 

0.364 
0.105 
0.858 
0.022 
'2.063 

0.332 
0.400 
0.145 

0.428 
0.140 
1.149 
0.035. 
2.629 

0.460 
0.450 
0.155 

0.464 
0.164 
1.286 
0.038 
3.017 

0.623 
0.500 
0.170 

0.463 
0.198 
1:323 
0.035 
3.312 

0.808 
0.500 
0.180 

0.456 
0.224 
1.370 
0.035 
3.573 

1.070 
0.550 
0.195 

0.450 
0.246' 
1.393 
0.040 
3.944 

1.276 
0.600 
0.310 

0.449 
0.261 
1.412 
0.046 
4.354 

1.482 
0.600 
0.330 

0.451 
0.270 
1.434 
0.052 
4.619 

1.207 
1.550 
0.685 

1.513 
0.414 
3.334 
0.105 
8.808 

6.466 
4.300 
1.870 

3.782 
1.613 
10.266 
0.313 
28.610 

Public Health (Discretionary) 
Access for the Uninsure~ 
CHCs 

0.125 
0.050 

0.125 0.250 0.250 0.250 1.000 
0.050 

1.000 
0.050 

TOTAL 1.133 2.890 5.133 7.019 8.472 12.767 16.323 17.479 18.794 20.219 24.647 110.229 

Non-Tax 
Tax 

1132 
0.001 

2.~35 

0.055 
4.148 
0.985 

5.695 
1.324 

6.984 
1.488 

. 11.211 
1556 

14.694 
1.629 

15.800 
'1.679 

17.075 
1.719 

18.463 
1.756 

20.794 
3.853 

98.037 
12.192 

LONG·TERM CARE 
$3,000 Credit 0.114 1.199 . 1.753 2.532 3.161 3.492 3.573 3.618 3.606 3.532 8.759 26.580 
Family Caregi)ler Supports 0.125 0.125 0.125 0.125 0.125 0.125 0.125 0.125 0.125 0.125 0.625 1.250 
SS1300% . 0.015 0.025 0.03 0.035 0.035 0.04 0.04 0.045 0.05 0.055 0.140 0.370 
HUD Asst. Living Grants 0.100 0.100 0.100 

TOTAL 0.354 1.349 1.908 2.692 .3.321 3.657 3.738 3.788 3.781 3.712 9.624 28.300 
/ 

Total Tax (Health Coverage & LTC) 0.115 1.254 2.738 3.856. 4.649 5.048 5.202 5.297 5.325 5.288 12.612 38.772 

1/20/2000 
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