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Overview of presentation

1. Summary of public input sessions

2. Layering and sequencing of the LTS financing options

a. Decision-making regarding development of draft report

3. Committee business
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Section 1

Public Input Sessions

Participation and Format

· Input Sessions

· February 2nd in Boston: 42 Participants

· Representation from ASAPs, ILCs, disability specific groups, and younger consumers

· February 11th in Northampton: 20 Participants

· Representation from behavioral health, TBI, financial agencies, provider groups (including assisted living, elder housing, home health and home care, and an ILC) and concerned elders

· February 19th in Shrewsbury: 41 Attendees, 15 of whom participated in small discussions 

· Brown bag lunch with employees from UMass Medicine, including individuals with a range of experience in the LTS field, from extensive to none

· Format

· Presentation

· Small Group Discussions

Information from the Participant Survey
· Survey results (n=52) showed the following:

· Most people did not have a plan for their future LTS needs (71%)

· Reasons included affordability, LTC insurance not appealing/available, haven’t thought about it, and other priorities

· Most people would use personal savings/income to pay for LTS (75%)

· 44% said they would rely on government programs, 40% didn’t know, and 26% said LTC insurance*

· 58% thought there needed to be “major improvements” to the current LTS financing system, and 38% thought it needs a “complete overhaul”

· About 90% thought government should do more to help people meet their LTS costs, but about 24% also said that individuals and families should pay more for their LTS

*  Respondents were asked to pick all that applied, so the results do not add up to 100%

Major Themes: LTC Insurance

· Affordability is the major obstacle to buying LTC insurance

· Other barriers

· Uncertainty about likely need and actual benefits

· Confusion re: LTC insurance and other insurance products (health, disability, life insurance, etc.)

· Asset protection is an incentive for purchasing a policy

· Although some thought Boomers were less tied than current elders to both their homes and to the idea of leaving their children an inheritance

Major Themes: LTC Insurance (continued)

· Purchasing a policy could be made more attractive by assuring:

· Affordability

· 2% of income was acceptable to some but of concern to others

· Incentives such as tax credits, pre-tax purchasing options

· Simpler access to purchasing, including employer-sponsored plans with payroll deductions

· Portability and other consumer protections

· Greater education about LTC insurance and LTS needs and costs

Major Themes: Contribution Program

· Reactions to benefits and costs:


· Concern about whether $50-100/day benefit is sufficient 

· Concern about affordability/reasonableness of premiums, especially for younger individuals

· Concern about mandate

· Positive response to cash payout

· Suggested improvements / incentives for participation:

· Lower premiums/longer buy-in period based on age; tax incentives; family policies

· Ability to get some money back if you do not use the services

· Information campaign needed to make it work

Major Themes: MassHealth Improvements

· General support for increased costs in MassHealth in the interests of fairness

· Concern about making sure those who most need LTS get it

· Personal planning is still seen as key 

· Concern regarding controls on asset shifting

· Priority improvements were hard for participants to identify

· Issues of interest included care coordination, functional vs. medical needs, equity, balancing HCBS and facility-based services , and higher asset limits

· Other ways to improve the system

· Ability to buy into MassHealth 

· Person centered planning, self-direction, money follows the person

· Focus on worker availability and rates of pay

Section 2
Review of LTS financing options

Reminder: Principles for reforming the LTS system

1. Ensure a strong public safety net for the poor and most vulnerable.

2. Assure quality of care and cost efficiency.

3. Limit financial pressure on the state financing system to preserve state funds for those most in need.

4. Encourage personal planning for financing LTS.

5. Enable middle-income people to access LTS without becoming impoverished.

6. Support informal caregivers.

Reminder: Multi-part strategy for LTS financing reform

1. Establish a foundation for further reforms.

2. Improve and expand private insurance for long-term care for middle-income and younger adults.

3. Explore developing a state-level contribution/social insurance program that can address needs across the lifespan, and includes people with existing disabilities.

4. Improve MassHealth to address inequities in LTS access/coverage for low-income elders and people with disabilities.

Today’s tasks
· Review LTS spending/cost baseline for 2010 and future trend analysis

· Assumptions about LTS spending/cost growth

· View of future LTS financing system with no changes 

· Review 3 scenarios of public and private LTS financing options

· Payer shifts and coverage impacts over time

· Review interaction and sequencing of LTS financing options

· Recommend LTS financing options for draft report

Visual of Current LTS Financing System

[graphical depiction of current LTS Financing System based on LTSS need and financial resources]
Current MA LTS cost estimate: $18 billion;  more than half is informal care

[Graph of Projected MA LTS Spend/Cost in 2010
(based on national averages; costs in millions) 

Projected Cost of LTS in 2010

· $1,618 by Medicare

· $3,878 by Medicaid

· $906 by Other State of MA

· $793 by private insurance
· $1,435 by out of pocket

· $9,486 informal care and unmet need (informally provided)]

Projected LTS Spending in 2010

· $1,618 by Medicare

· $3,878 by Medicaid

· $906 by Other State of MA

· $793 by private insurance

· $1,435 by out-of-pocket

Baseline assumptions for 2010 LTS cost projection

· 2010 Medicaid costs are based on 2007 costs ($3.6B) trended forward by 2.8% annually (Source: MA Office of Medicaid and CBO projections for Medicaid cost increases for LTS expenditures)
· 2010 informal caregiver costs are based on 2004 costs ($8.9B), untrended (Source: National Family Caregivers Association & Family Caregiver Alliance (2006)
· 2010 unmet need is based on: 

· 2007 ACS data on MA residents with self-care and everyday task needs trended annually at 2.5%

· Unmet need study conducted by DPH in July 2008 stated that 4.2% of people with LTS needs receive no care and 22.0% need additional care (see study for detailed breakout of hours of need for each)

· Cost of LTS at an average of $18 per hour of need

· Based on available data, we know the State contributes an additional $700M to LTS

· 2007 ACS data on MA residents with self-care and everyday task needs trended annually at 2.5%

· Unmet need study conducted by DPH in July 2008 stated that 4.2% of people with LTS needs receive no care and 22.0% need additional care (see study for detailed breakout of hours of need for each)

· Cost of LTS at an average of $18 per hour of need

· Based on available data, we know the State contributes an additional $700M to LTS

MA spend shares for LTS assumed to be consistent with national averages: 

	Spending components of LTS
	 Percentage of National LTS Spend
	 Estimated percentage of MA LTS Spend1

	Medicaid (State)
	49.0%
	45.0%

	Medicare
	20.4%
	18.7%

	Out-of-pocket expenditures 
	18.0%
	16.6%

	Insurance
	7.3%
	6.7%

	Other Private (membership programs)
	2.7%
	2.5%

	Other Public (state programs)2
	2.6%
	10.5%


1. National estimates adjusted slightly with MA-specific data

2. MA estimate includes an additional $700M in state spending

Source: Long-term Care in Massachusetts: Facts at a Glance
Total LTS costs in MA will increase by 50% in the next 20 years; Medicaid costs will more than double

[Graph of Projected total LTS cost in MA showing increases for all payors during time periods 2010, 2015, 2020, 2030
(assumes no changes to current MA financing of LTS; costs in millions )  Data for this graph is in the appendix]

Foundation for further reforms

· All of the following scenarios include these building blocks:

1. Comprehensive public and employer education/awareness campaign

2. National consumer protection and insurance standards (NAIC model act and regulations)

3. Training and support programs for informal caregivers (includes counseling, support groups, training)

4. Support for other private mechanisms for financing LTS (e.g., expand consumer protections around reverse mortgages, annuities; explore developing LTS IRAs/HSAs)

Future Scenario #1

1. Improve/expand private insurance for LTS

a. Explore developing a LTC Partnership that “grandfathers” consumers with asset protection under current MA law (“quasi-Partnership”)

b. Promote life insurance policies with accelerated death benefits or LTC riders

c. Encourage employers - including GIC - to offer group coverage for LTS (through LTC insurance or life insurance)

d. Promote “like plan” portability of group LTC and life insurance

2. MassHealth improvements - small targeted service and eligibility expansions

a. Increase income eligibility for elders (age 65+) with self-care needs from 100% to 200% FPL; asset limit increased from $2,000 to $10,000

b. Provide limited HCBS package to targeted group of 10,000 members with disabilities and self-care needs

Impact:  Small increase in coverage, low cost to state, easy to implement

Visual depiction of Future Scenario #1 of the LTSS Financing System based on LTSS need and financial resources
Future Scenario #2

1. Improve/expand private insurance for LTS

a. Explore developing a LTC Partnership that “grandfathers” consumers with asset protection under current MA law (“quasi-Partnership”)

b. Promote life insurance policies with accelerated death benefits or LTC riders

c. Encourage employers - including GIC - to offer group coverage for LTS (through LTC insurance or life insurance)

d. Promote “like plan” portability of group LTC and life insurance

1. Contribution/Social Insurance

a. Promote enrollment in CLASS assuming it passes at federal level

Future Scenario #2 (continued)

3. MassHealth improvements - movement toward equity in disabled/elder access to community-based LTS

a. Increase income eligibility for elders (age 65+) with self-care needs from 100% to 200% FPL; asset limit increased from $2,000 to $10,000

b. Provide comprehensive HCBS package to targeted group of 10,000 members with disabilities and self-care needs

c. Enable individuals age 65+ to buy into Medicaid LTS structure

· Individuals age 65+ up to 300% FPL and $50,000 in assets pay a sliding scale premium and/or deductible (partial subsidy); individuals with higher income or assets pay full cost

· Various ways to structure, integrate and coordinate acute care and LTS, set premiums, and encourage participation (see Appendix)

· Ensure equity between new Medicaid buy-in program for elders and existing CommonHealth program for people with disabilities

 Impact:   Medium increase in coverage, higher cost to state

Visual of Future Scenario #2 of the LTSS financing system based on LTSS need and financial resources.
Future Scenario #3: Conceptual Assumptions
· Built on a mandatory state contribution program

· State would subsidize premiums for low-income individuals to ensure that everyone is enrolled

· Assumes that everyone is enrolled, and the Contribution program pays first

· Contribution program would pay the full LTS costs for approximately 80% of the population (including those who need no paid LTS care); will also pay for a significant share of LTS for the 20% who require more care

· As a result, private supplementary insurance for LTS will be inexpensive and widely available in many forms, including  individual LTS insurance, group LTS insurance, LTS rider to life insurance.

· Will also pay for a significant share of LTS for Medicaid beneficiaries

· Medicaid will function as a wrap around the Contribution program. This shift will result in significant savings for the Medicaid program, and will enable Medicaid to provide wrap services to a broader group of individuals at relatively low cost

Future Scenario #3

1. Improve/expand private insurance for LTS as a “wrap” to a state contribution program

a. Note:  if state contribution program pays first, private insurance for LTS will be low-cost

b. Explore developing a LTC Partnership that “grandfathers” consumers with asset protection under current MA law (“quasi-Partnership”)

c. Promote life insurance policies with accelerated death benefits or LTC riders

d. Encourage employers - including GIC - to offer group coverage for LTS (through LTC insurance or life insurance)

e. Require “like plan” portability of group LTC and life insurance

f. Require LTC & life insurance plans to re-insure or develop FDIC-like protection

g. Explore providing financial incentives to purchase private insurance for LTS

Future Scenario #3 (continued)

2. Contribution/Social Insurance

a. State-level mandatory contribution program for all, with subsidies for low-income people (below 300% FPL)

b. Pursue federal match for state share of subsidies or spending for low-income

c. Various ways to structure, set premiums and encourage participation (see appendix)

3. MassHealth improvements – full equity in LTS access (through “wrap” to contribution program)  

a. Note:  if Contribution pays first, Medicaid costs are offset

b. Expand Medicaid for individuals 65+ with self-care needs to 300% FPL with up to $50,000 in assets, with cost-sharing above 150% FPL

Impact:   100% coverage, medium cost to state, higher risk to state

Visual depiction of Future Scenario #3 of the LTSS Financing System based on LTSS need and financial resources.
Scenario #3 creates Medicaid cost avoidance, provides most support for informal caregivers, and infuses significant private dollars into the LTS financing system  

[graph entitled “Projected future costs of LTS in MA (status quo versus Scenarios 1-3).  Data for this graph is in the appendix]

Quick comparison of the 3 future scenarios

	Strategy
	Financing Mechanism
	Scenario #1 
	Scenario #2
	Scenario #3

	Improve and expand private insurance for LTS
	Life insurance 
	Promote accelerated death benefits, long-term care riders, etc.
	Promote accelerated death benefits, long-term care riders, etc.
	Require accelerated death benefits, long-term care riders, etc.

	
	LTC Insurance 
	Education and awareness marketing; encourage employers to offer group coverage; promote “like plan” portability of group coverage
	Education and awareness marketing; encourage employers to offer group coverage; promote “like plan” portability of group coverage
	Require portability of group coverage; develop financial incentives for offering and investigate FDIC-like protections

	
	LTS Partnership
	Explore developing a LTS Partnership (grandfather  individuals with asset protections under current MA quasi-Partnership)
	Explore developing a LTS Partnership (grandfather  individuals with asset protections under current MA quasi-Partnership)
	Explore developing a LTS Partnership (grandfather  individuals with asset protections under current MA quasi-Partnership)

	Contribution / Social Insurance Program
	CLASS Act
	X
	Promote enrollment if CLASS passes and if significant enrollment is expected
	Pursue state opt-out or wrap program if CLASS passes

	 
	State Contribution Program
	X
	X
	Mandatory state contribution with or without subsidies for lower income families

	Medicaid Improvements
	Medicaid expansion
	Small, targeted improvements
	More targeted improvements for members with disabilities
	Full equity in LTS access (through wrap to contribution program)

	 
	Medicaid buy-in (65+ only)

- SCO or all Medicaid
	X
	Allow SCO buy-in for individuals 65+, with subsidies for individuals up to 300% FPL and $50,000 in assets
	X


Graphic of implementation timeline
DISCUSSION

Section 4

Committee Business

Committee business

· Next steps and process

· Draft recommendations/options, as well as background for report

· Process first electronically with opportunity for editing/comments

· Process in person at April meeting

· Next meeting

· Tentative date:  Thursday, April 15th, 2010 from 9:00 -11:30am

· Location:  TBD

Appendix

The numbers behind Slide 17
Projected increase in LTS Cost/Spend (assumes no changes; in millions)

	 
	2010
	2015
	2020
	2030

	Projected Medicaid Spend
	$1,939
	$2,336
	$2,815
	$4,087

	$ Increase from 2010
	 
	$397
	$876
	$2,148

	% Increase from 2010 
	 
	21%
	45%
	111%

	   

	Projected Spending on LTS 
	$8,630
	$10,309
	$12,342
	$17,802

	$ Increase from 2010
	 
	$1,679
	$3,712
	$9,172

	% Increase from 2010 
	 
	20%
	43%
	106%

	   

	Projected Value of LTS 
	$18,116
	$19,812
	$21,865
	$27,378

	$ Increase from 2010
	 
	$1,696
	$3,749
	$9,262

	% Increase from 2010 
	 
	9%
	21%
	51%


Recommend further study of Medicaid/SCO buy-in: 
many options available

· SCO integrates acute and LTS, both care and financing streams 

· Medicaid expansion:  individuals age 65+ can enroll in SCO 

· Limit participation by income and asset level, or 

· Allow participation at any income and asset level

· Consider limiting participation to certain clinical level of need

· Buy-in could be at any $ level and through any combination:

· Sliding scale monthly premium

· Sliding scale one-time deductible

· Sliding scale annual deductible

· Consider whether premium/deductible vary with need or only with income (do we want to people to enroll before they require LTS for preventive care?)

· Could use LTC insurance or contribution cash benefit to buy in to SCO

· Incentive for individuals to buy-in to SCO:  can access Medicaid at higher income, asset level

· Incentive for Medicaid:  

· additional source of revenue (private dollars), 

· potential to delay or reduce nursing facility use

· retain savings on acute care that may result from better LTS

· May require statutory/regulatory change, federal waiver

· May require state to provide start-up funding to establish SCO program for middle income 

Recommend further study of state contribution program:
many options available

· Contribution premium options include, but are not limited to, the following: 

· Set at $x per person, per couple or per family

· Set at x% of income (2%?)

· Set at x% of income up to a cap, like Social Security (more regressive)

· Low-income individuals contribute a smaller percentage (.5%?) of income (more progressive)

· No assessment on certain types of income like unemployment or investment income

· Assess x% (10%?) or $x on health insurance premium; insurers forward this assessment to state Contribution fund

· May establish financial incentives for participation:

· Lower premium if enroll at younger age

· Tax credit

· Spend down to Medicaid at higher asset level

· Pay in until receive benefits, continue paying after retirement

· 5 years participation required to vest

· Medicaid wraps contribution program benefits, if individual is Medicaid-eligible

· If individual moves out of state, may roll 50% of the amount the individual contributed (without interest) into an HSA or other long-term savings account  (avoid giving an incentive to move to MA or away from MA because of this program)

· Program may require Federal match in order to ensure solvency.  FFP on either:

· premium subsidies, or 

· benefit payments to low-income individuals

The numbers behind Slide 28
	 
	Status quo
	Scenario #1 
	Scenario #2
	Scenario #3

	Projected Medicaid Spend
	 $8,174 
	                 8,542 
	                 9,018 
	                                7,006 

	$ Increase from status quo
	 
	                     368 
	                     844 
	                              (1,168)

	% Increase from status quo
	 
	4.5%
	10.3%
	-14.3%

	 

	Projected Spending on LTS 
	 $17,802 
	               18,910 
	               20,227 
	                              23,531 

	$ Increase from status quo
	 
	                 1,108 
	                 2,425 
	                                5,729 

	% Increase from status quo
	 
	6%
	14%
	32%

	 

	Projected Informal Care/unmet need
	 $9,576 
	                 8,494 
	                 7,177 
	                                3,873 

	$ Increase from status quo 
	 
	               (1,082)
	               (2,399)
	                              (5,703)

	% Increase from status quo
	 
	-11%
	-25%
	-60%


A power point version of this presentation is available at www.mass.gov/hhs/communityfirst

