BRINGING LONG TERM
CARE TO THE FEDERAIE
FAMILY

Frank D. Titus
Assistant Director For



BACKGROUND

e President’s LTC initiatives

announced on January 4, 1999:

— Tax credit for LTC

— Medicaid initiatives to encourage expansion of
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ADMINISTATION GOALSH

e OPM role similar to health and life
lnsurance

e Flexible authority
e Bro |
e HIP




LONG TERM CA

cErURITY acr

e OPM Role Similar to Health and Life
Insurance

— Contracting authority
- C
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LONG TERM CA
SECURITY ACT

e Flexible Authority

—Gives OPM regulatory authority &
oversight
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LONG TERM CA
SECURITY ACT

e Broad Population

- Employees and Annuitants of the:
 Federal Government
e Uniformed Services
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SECURITY ACT
e HIPAA Tax-Qualified Standards

- Benefits are not taxable

- Choice of Service
- Consumer protections
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SECURITY ACT
e HIPAA Tax-Qualified Standards

(cont.)
— Benefit Triggers - ADL’s & cognitive
Impairment
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LONG TERM CA
SECURITY ACT

P
e Other Provisions

— Minimal underwriting standards for
employees at first opportunity to enroll

— Spousal equit
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PRODUCT DESIGN

e OPM will consult with:
— Employee representatives
— Retiree representative
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e Design objectives:

— Premiums significantly below the
private market




PRODUCT DESIGN

e Prototype benefits

— Pool of money approach with variable
pools available
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POOL OF MONEY




RODUCT DESICN I

Pool of Money Examples

MAXIMUM DAILY BENEFIT = $100




PRODUCT DESIGN

e Hypothetical Benefits Structure
- Nursing Home Care - 100%
- Assisted Living Care - 75%
- Adult Day Care - 50%
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PRODUCT DESIGN

e Options
- Dally rates

- Term of coverage
- Inflation protection
- Eli




PREMIUM CONVERSION




WHAT |S PREMI U
CONVERSION?
e Section 125, Internal Revenue Code

e Pre-tax deductions of health
Insurance premiums

— Reduction of employee’s taxable
In
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niveLine

e February 7, 2000

—Included in President Clinton’s budget
— OPM begins planning
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GOALS -

e Implementation has two objectives:
— Equal treatment for Federal employees

— Improving the Government’s ability to
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e Federal employees

— Executive Branch and others eligible for
FEHB




WHO ISNOT ELIGIBLEZ

® Retirees
® Survivors
e Former Spouses




HOW MUCH WII_
EMPLOY EES SAVE"
Highest combined tax rates

X  Total number of FEHB premiums
= $ Saved
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COMMONLY ASKED::

e Does not affect Government contribution
e No initial open season
— Enrollment is automatic unless waived

e Permanent benefit with annual option to
waive/reenroll
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Flexible Spending

e Pre-tax, section 125 cafeteria plans

e Employee chooses amount to set
aside each calendar year, within
limits

e Me




Flexible Spending

e Amounts held in account by
employer

e Employee makes claims against
account based on expenses




