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MSC APMC EMPLOYEE BENEFITS UPDATE


Federal Long-Term Care Insurance Program (FLTCIP) 

The U.S. Office of Personnel Management (OPM) is sponsoring a high-quality long term care insurance program for members of the Federal Family. OPM contracted with Metropolitan Life Insurance Company and John Hancock Life Insurance Company, who have come together as LTC Partners to provide this insurance. 

The long term care insurance program is not available YET, but it will be soon. OPM will have an early enrollment opportunity from March 25 through May 15 and an open season from July 1 through December 31, 2002.
General description of OPM’s current proposed program design. 

Type of Policy

OPM will offer comprehensive insurance that makes payments toward several types of long term care that people may need because they are unable to care for themselves -- including but not limited to nursing home care, assisted living facility care, formal and informal care in your home, hospice care, and respite care. 

Eligible Groups (the Federal family)

OPM estimates that the “Federal family” could approach or exceed 20 million people.  As specified in the law, individuals eligible to apply for this insurance coverage are: 

Employees - Federal employees (including employees of the U.S. Postal Service and Tennessee Valley Authority, but not employees of the District of Columbia Government) and members of the uniformed services. 

Annuitants - Federal annuitants, survivors of Federal employees receiving a survivor annuity, survivors of Federal annuitants receiving a survivor annuity, individuals receiving compensation from the Department of Labor, members or former members of the uniformed services entitled to retired or retainer pay, and retired military reservists at the time they qualify for an annuity.

Spouses of employees and annuitants.

Adult children (at least 18 years old, including adopted children and stepchildren) of employees and annuitants.

Parents, parents-in-law, and stepparents of employees (but not of annuitants).

The law gives OPM authority to issue regulations to cover other relatives, (for example, grandparents, brothers and sisters, foster children, etc.). OPM can add these groups at any time. However, given the size of the program already, and the education and communication challenges before OPM, there is no reason to increase, no matter how slightly, the risk of a successful program launch. Therefore, OPM will not be adding any additional groups of relatives in the near future. OPM will re-visit the issue of additional groups of qualified relatives once the program is up and running successfully for the core groups identified in statute. 

Benefit Choices

OPM plans to offer you the ability to customize the insurance to meet your needs. You will be able to choose a maximum benefit (either a weekly benefit or a daily benefit – OPM will be doing some market research on this issue) and the length of policy. These two choices will form a “pool of money.” You will also be able to choose a waiting period and the type of inflation protection you want. 

Maximum Benefit

You will choose a maximum benefit, (either a weekly benefit or a daily benefit), with a choice of amount for each week/day (the higher the benefit, the higher the premiums). 

Expressing benefits as weekly amounts makes your policy more flexible. It will adapt to varying expense levels over the course of a week, like skilled care once a week that might cost $200 and less expensive homemaker services on some other days. However, weekly benefits are approximately 6 percent more expensive than daily benefits. Our insurance partners will be researching whether enrollees believe that the additional flexibility is

worth the additional cost. 

             Example: After looking at information showing the average cost of care where

             you live, you decide to choose a maximum weekly benefit of $700.

Length of Policy

You will also choose the length of the policy you want (the longer the length, the higher the premiums. A lifetime benefit is the most expensive.) The choices OPM is thinking about are: 

                  a 3 year policy, or 

                  a 5 year policy, or 

                  lifetime coverage (requiring more underwriting) 

If you select a 3-year or 5-year policy, that length and the maximum benefit you chose, determine your pool of money. The insurance will pay benefits until your pool of money is exhausted, a process that usually takes longer than the length of the policy. 

                  Example: If you chose a $700 weekly benefit and a 3 year policy, you would have

                  $109,200 ($700 x 52 weeks x 3 years) in your pool of money for covered

                  services. Benefits would be paid at a rate of either $700 per week or $525 per

                  week, depending on the type of care (see Benefit Levels). So in this example

                  your policy will last 4 years if you receive benefits at the rate of $525 per

                  week.

If you select the lifetime benefit, your pool of money never ends. This is the most expensive coverage.  And, in order to qualify for this option, you will have to undergo additional underwriting, even if you are an employee or an employee's spouse.

Benefits the insurance pays reduce your pool of money, dollar for dollar. When the pool is gone, your insurance ends. 

Waiting Period (also called an elimination period or deductible)

This is the number of days of covered care that you (or other insurance coverage you may have) must pay for before the long term care insurance begins to pay. 

The standard policy will have a 90-day waiting period. You may be able to choose a shorter waiting period, such as 30 days. 

The waiting period will not count calendar days, but the days you actually receive care. So a 90-day waiting period will last longer than 90 calendar days unless you receive covered care every day. 

The waiting period affects the insurance premiums you pay. The shorter the waiting period, the higher the premiums. 

Inflation Protection

You will choose one of two inflation protection features: 

Compound inflation - your benefit (and pool of money) would automatically increase by a given percentage every year, probably 5 percent. Your premiums would be designed to remain level for life, even as your benefit increases. OPM believes that the compound inflation option is best, especially for purchasers who                   are not likely to need coverage for many years. 

Future purchase option - your benefit (and pool of money) would automatically increase every other year based on an outside index measuring inflation. Your premiums would increase as your benefit increases. You would be able to decline the increase in benefits and premiums. But if you repeatedly decline the                   increase, you would not be able to purchase additional benefits until you provide satisfactory proof that you are insurable. 

Benefit Levels

There will be two benefit payment levels -- one for institutional care and one for home care. 

Up to 100% of the maximum benefit that you chose would be paid for care in institutions, including:

Nursing home expenses 

Assisted living expenses 

Hospice care expenses (whether in an institution or at home) 

                  Example: Let's say you chose a 3 year policy with a $700 maximum weekly

                  benefit and your nursing home cost $800 per week. The insurance would pay

                  $700 per week (not $800), after your benefits begin and you would be

                  responsible for the $100 difference. If the nursing home cost $650 per week,

                  the insurance would pay $650 per week and your pool of money would last longer

                  than 3 years. 

Up to 100% of your maximum benefit would also be paid for respite care (e.g., care given by others when your family members, or other informal care givers, need a break) for up to 4 weeks each year.

The percentage for home care will probably be 75%. So, for example, up to 75% of your maximum benefit could be available for expenses for care you receive while still residing at home (such as home care, home health care and adult day care). 

A strong care coordination program will provide a professional care coordinator who can help you and/or your family develop a cost effective plan of care that meets your needs and preferences and that will help make your pool of money last. The care coordinators will be well versed in the range of care services available in your              community and can help assure that you receive quality services, likely at discounted rates. Employees who purchase the policies can also receive care coordination assistance if they need help in making long term care arrangements for their parents, even if their parents did not purchase a policy.

The care coordination program may be able to arrange for services such as: 

Home modifications 

Emergency alert systems 

Durable medical equipment 

Informal care 


Care by family members 

Premiums

Your premiums will be based on your age when you buy the coverage (the younger you are when you buy, the lower the premiums, all else being equal.) 

Your premiums will also vary based on the choices you make about the amount of your benefit, the length of your policy, your waiting period, and the type of inflation protection you select. 

When you choose compound inflation protection, the premium is designed to be level for life. When you choose the future purchase option for inflation protection, your premiums will increase as your benefits increase. 

You will pay 100% of the premium. If you have a sufficient Federal or military salary or annuity, you can pay the premiums through payroll/annuity deduction. If not, or if you are a qualified relative, you will be asked to authorize a debit from a bank or credit card. 

You will not have to pay premiums after you satisfy your waiting period. If you recover and benefits stop, you would resume paying premiums. 

While there is no Government contribution, OPM anticipates savings of 15 to 20% below standard premiums for comparable coverage because of group policy rates and economies of scale. OPM may not be able to beat the most deeply discounted premiums in the private market, but OPM thinks they will be able to offer better value. That means better value in terms of premium stability and because, as an employer-sponsor, OPM will assure that the policy evolves as the provision of long term care services changes in the future. Your policy will be contemporary when you buy it and 30 or more years later when you might need long term care. 

Premiums will be the same for all purchasers of standard coverage at any given age -- employees, annuitants, and all the other eligible groups. 

The coverage will be guaranteed renewable. That means that the insurance carrier cannot cancel your coverage unless you stop paying premiums. 

The coverage is also fully portable. That means that if you leave Federal employment or are no longer a member of the uniformed services or get divorced from your Federal employee spouse, you can keep your policy at the same premium, as long as you continue to pay the premiums. 

When Benefits Start 

You will be eligible for benefits after you meet one of the following two conditions AND you satisfy your waiting period:

1.You are unable to perform 2 of 6 activities of daily living (ADLs) AND your doctor or other health professional certifies that your condition is expected to last at least 90 days, OR 

2.You have a severe cognitive impairment. 

You will not have to pay premiums after you satisfy your waiting period. If you recover and benefits stop, you would resume paying premiums. 

Tax Treatment

This insurance coverage will meet the requirements of the Health Insurance Portability and Accountability Act (HIPAA). This means you have important consumer protections such as full portability and that you can deduct the premiums to the extent that your total qualified medical expenses exceed 7.5% of your annual adjusted gross income. It also means that the benefits you receive are not considered income for Federal tax purposes. These features mean that this insurance coverage is "tax-qualified."

Congress is currently considering legislation that would make your long term care insurance premiums tax deductible for Federal tax purposes. The Long-Term Care and Retirement Security Act of 2001, H.R. 831 and 

S.627, proposes to "amend the Internal Revenue Code of 1986 to allow individuals a deduction for qualified long term care insurance premiums, use of such insurance under cafeteria plans and flexible spending arrangements, and a credit for individuals with long term care needs."  Several states already provide tax benefits for purchasing long term care insurance. They are Alabama, California, Colorado, Hawaii, Idaho, Indiana, Iowa, Kentucky, Maine, Maryland, Minnesota, Missouri, Montana, New York, North Carolina, North Dakota, Ohio, Oregon, Utah, Virginia, West Virginia, and Wisconsin.
Underwriting

Underwriting is the process of reviewing medical and health-related information furnished in an insurance application process to determine if the applicant presents an acceptable level of risk.

Full Underwriting

    All applicants other than active Federal employees, members of the uniformed services, and their spouses will be subject to full underwriting.  This means that they will have to answer numerous health-related                   questions. It may also include a review of medical records and/or a personal interview. This is the same level of underwriting that those who purchase individual policies in the private market undergo. 

Short Form Underwriting

    Active Federal employees, members of the uniformed services, and their spouses will be subject to short form underwriting. In this type of underwriting, the application has several health-related questions designed to determine who may be immediately eligible for benefits, or eligible for benefits within a short period of time. You will have to answer some additional questions if you apply for lifetime benefits. 

             Sample short form questions might be:

                1.Within the past 12 months, have you resided in, or has a health professional advised you to enter a nursing home, assisted living facility, or other residential care facility? 

               2.Are you currently receiving home health care services or attending adult day care? 

               3.Do you currently need or receive help with any of these activities? 

                       Bathing 

                       Dressing 

                       Eating 

                       Toileting 

                       Transferring from bed to chair 

                       Controlling bowel or bladder 

               4.Do you currently have, or have you been diagnosed with, treated for, or have symptoms of any of the following conditions: 

                       Stroke (CVA): Multiple 

                       Stroke (CVA): within 5 years 

                       Stroke (CVA): with residual impairment 

                       Muscular Dystrophy 

                       Mental Retardation 

                       Alzheimer's Disease 

                       Parkinson's Disease 

                       Organic Brain Syndrome or Dementia 

                       Multiple Sclerosis 

                       Transient Ischemic Attack (TIA) within 3 years 

                       Multiple Transient Ischemic Attacks (TIAs) 

                       Amyotrophic Lateral Sclerosis (Lou Gehrig's Disease) 

                       Diabetes with amputation or complication affecting the kidney 

               5.Do you currently use any of the following medical devices or treatments: 

                       Dialysis 

                       Oxygen 

                       Wheelchair 

                       Walker 

                       Stair lift 

                       Hospital Bed? 

               6.Have you been diagnosed with schizophrenia or any other mental or nervous disorder for which you have been hospitalized in the past 2 years or have had multiple hospitalizations? 

             ADDITIONAL QUESTIONS FOR SPOUSES (of Federal employees or members of the

             uniformed services) ONLY: 

                1.Do you currently need or receive help with any of the following activities: Taking medications, shopping, making decisions about your money, meal preparation, and walking? 

               2.Do you use the following medical devices: crutches and/or quad cane? 

Other Program Features

Policy Downgrades

You might find that after many years of paying premiums, you can no longer afford a given premium because your circumstances have changed. OPM will have options so that you will not have to abandon the policy that you have made payments on for many years. 

OPM on Your Side 

One of the real advantages of the Federal Long Term Care Insurance Program that OPM will offer to the Federal family is that it is an employer-sponsored product that OPM considers to be an important part of the Government's overall compensation package. This means the policy must stay contemporary with the best policies offered by other employers. So you can count on OPM to keep abreast of changes in how long term care services are provided and to make appropriate changes in your policy. 

You can also feel confident that the LTC Partners team of MetLife and John Hancock that OPM selected to provide the long term care insurance product is among the best in the business in terms of customer service and financial strength and stability. The selection and premium setting process involved experts from a number of agencies as well as the insurance industry. You can be confident that you are getting good value for your premium dollar -- the law requires that premiums reflect the cost of benefits provided. 

Non-standard Policies for Employees

The Government needs a talented and diverse workforce, including individuals with disabilities. As part of the Government's overall compensation package, the long term care program needs to address the needs of these individuals. Our program will have non-standard benefits available to Federal employees and members of the uniformed services who are unable to obtain standard policies as a result of the underwriting process. 

Third Party Review of Claims Disputes

If you disagree with a claims decision that the insurance carrier makes, you may request an independent third party review of the carrier's decision. 

Early Enrollment Period

OPM will have an early enrollment opportunity in late March 2002. You can apply for the insurance by submitting an early enrollment application. If you pass the underwriting, you will have the insurance. BUT, our extensive education and marketing campaign won't be in full swing by then. Thus, OPM anticipates that only those people who have already done their homework and know all about long term care insurance will apply during the early enrollment opportunity. Early applicants may have to acknowledge that they are purchasing coverage without benefit of reviewing all of the informational materials that will be available during the open season.  Early applicants will also have to make premium payments directly or by bank debit since pay and annuity deduction systems will not have been put in place. MSC will post information about the early enrollment opportunity as soon as OPM makes it available.

Open Season 

OPM will hold an open season in the late summer/early fall of 2002, when people in the eligible groups can apply for the insurance. Employees and annuitants will automatically receive information about the program.  OPM will conduct an extensive educational and marketing campaign in 2002, which may include satellite broadcasts, cable TV shows, CD-ROMs, Web site calculators, etc. 

Definitions of Some Key Terms

Activities of Daily Living (ADL) 

        These are common activities that people perform every day, specifically: 

Eating 

Toileting 

Transferring (moving to/from a bed or chair) 

Bathing 
Dressing  

Bowel and bladder control (continence) 

Being unable to perform the activity means you cannot perform it without active assistance, OR that you may be able to perform the ADL but you need someone standing right next to you, ready to provide help if you need it. 

Cognitive Impairment 

        It is an impairment or loss in: 

             Short or long-term memory; or 

             Orientation as to person, place and time; or 

             Deductive or abstract reasoning. 

Such impairment or loss places you in jeopardy of harming yourself or others and therefore you need substantial supervision by another person. The most common form of cognitive impairment is advanced Alzheimer's disease.

"Transferring with Credit" Not Allowed. OPM knows many of you will be disappointed with this. But there are valid reasons why you cannot "transfer" existing coverage and receive credit toward enrollment in the FLTCIP. 

Questions Regarding FLTCIP.  Additional information about the FLTCIP is available at the OPM web site at http://www.opm.gov/insure/ltc and will be available on the MSC web site at www.msc.navy.mil/civmar/benefits.  If you have any questions about FLTCIP, please call Rebecca Landick at (757) 417-4277 from 7:00 – 2:00 EST Monday through Friday.  You may also e-mail your questions to Rebecca.Landick@msceast.msc.navy.mil
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