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I. PREFACE 

T h i s  r e p o r t  p r e s e n t s  t h e  work o f  t h e  Gove rno r ' s  P r i v a t e  * S e c t o r  I n s u r a n c e  Task Fo rce  on Long Term Care .  I n  March 1984. 
Governor Bruce B a b b i t t  appo in t ed  t h i s  Task F o r c e  i n  d i r e c t  
r e sponse  t o  recommendations c o n t a i n e d  i n  t h e  "Long Term Care i n  
Ar izonan  r e p o r t  p r e p a r e d  by t h e  P r i t z l a f f  Commission on Long Term 
Care. I n  h i s  c h a r g e  t o  t h e  Task Fo rce ,  Governor B a b b i t t  a sked  
Task Fo rce  members t o  "review t h e  s t a t e  o f  t h e  i n s u r a n c e  i n d u s t r y  
w i th  r e g a r d  t o  long  term care f i n a n c i n g  and e v a l u a t e  t h e  
d e s i r a b i l i t y ,  f e a s i b i l i t y  and b a r r i e r s  t o  t h e  development o f  
p r i v a t e l y  f i nanced  l ong  term care p r o d u c t s  i n  Ar izona" .  

11. IWMBERS OF THE TASK FORCE 

S.  avid C h i l d e r s ,  Task Fo rce  Chairman and 
D i r e c t o r ,  Ar i zona  Department o f  I n s u r a n c e  

The Honorable  Tony West, Ar izona  S e n a t e ,  Chairman, 
S e n a t e  I n s u r a n c e ,  Re t i r emen t  and Aging Committee 

The Honorable  Tony Gabaldon, Ar izona  S e n a t e  

The Honorable  Caro lyn  W a l k e r ,  Ar izona  House o f  
R e p r e s e n t a t i v e s  

The Honorable  Nancy Wessel, Ar izona  House o f  
R e p r e s e n t a t i v e s ,  Chairman o f  t h e  House Human 
Resources  and Aging Comrni t t e e  

J .  E l l i o t t  Hibbs ,  D i r e c t o r ,  
Ar izona  Department o f  Revenue 

S t a n l e y  K l e i n e r ,  Ar izona  Department o f  H e a l t h  S e r v i c e s  

Bert B. Wagener, P r e s i d e n t  o f  CIGNA H e a l t h p l a n  
o f  Ar i zona ,  Inc .  

Laurence  M. L inkner  M O D o ,  S e n i o r  Vice  P r e s i d e n t  o f  
Medical  A f f a i r s ,  B lue  Cross /Blue  S h i e l d  
o f  Ar izona ,  I n c .  

Ar thu r  E r i c s o n ,  V ice  P r e s i d e n t  and A s s o c i a t e  Ac tua ry ,  
The P r u d e n t i a l  I n s u r a n c e  Company o f  America 

Jo Ann G. P e d r i c k  Ph.D., E x e c u t i v e  D i r e c t o r ,  
Gove rno r ' s  Advisory  C o u n c i l  on Aging 

Adam Diaz ,  S e n i o r  Consumer Advocate 

Marie  S c o t t i ,  C e r t i f i e d  S a f e t y  and H e a l t h  P r o f e s s i o n a l  



Edward H. Hermanson, President and C.E.O. 
U.S. Care Corporation 

Ruth Becker-Schaller RN, FNP, Chairperson, 
Developmentally Disabled Advisory Council 

The Task Force met regularly from ~pril, 1985 to December, 
1985. During these meetings, which were open to the public, the 
Task Force focused on organizing and reviewing written materials 
from a variety of sources. The Task Force received oral and 
written testimony from Task Force members, insurance industry 
representatives, and providers of long term care services. 
During this time, Task Force members also divided into five 
subcommittees, each of which individually worked to report on the 
following issues: 

1. The Subcommittee on Industry Concerns and Product 
Development summarized the existing coverages, alternative 
insuring mechanisms, and barriers to product development 
which are present in the long term care marketplace. This 
subcommittee was chaired by Bert Wagener and included Dr. 
Laurence Linkner. 

2. The Subcommittee on Regulation reviewed Arizona and 
federal laws, and prepared a report on existing laws which 
would affect product development and marketing. This 
subcommittee was chaired by Stanley Kleiner. 

3. The Subcommittee on Tax Incentives examined 
potential effects of state tax incentives to encourage the 
development and availability of long term care 
insurance. This subcommittee, chaired by ~lliott Hibbs, 
included Senator Tony West. 

4. The Subcommittee on Public Perception and Education 
reviewed the need for increased activity to educate the 
public regarding long term care financing. This 
subcommittee was chaired by Dr. Jo Ann Pedrick and 
included Adam Diaz and Ruth Becker-Schaller. 

5. The Subcommittee on Interstate Coordination 
reviewed current state and federal activity on long term 
care. This subcommittee was chaired by Marie Scotti and 
included Representative Nancy Wessel and Arthur Ericson. 

The Task Force acknowledges the assistance of the ~ational 
Association of Insurance Commissioners (NAIC). In January, 1985, 
the NAIC formed the Medicare Supplement, Long Term and Other 
Limited Benefits Plans Task Force, which is also chaired by S. 
David Childers. In turn, this Task Force is being assisted by a 
national insurance industry advisory committee which is chaired 
by Arthur Ericson of Prudential Insurance Company of America. 



This advisory committee is currently preparing an extensive 
report on private payment mechanisms which will be presented to 

@ the NAIC Task Force in June, 1986. Portions of this report are 
based on the work prepared by this insurance industry advisory 
committee. 

The Task Force expresses its appreciation to the Stanford 
Research Institute (SRI) . Materials developed by SRI in 
preparation for a conference and report on long term care were 
adapted and used by the members of the Task Force to examine the 
presence or absence of regulatory barriers, 

Finally, the Task Force recognizes the contribution of the 
1984 Pritzlaff Report on Long Term Care which was completed for 
the Governor and Legislature. One of the major Pritzlaff 
Commission recommendations called for expanded private payment 
options and the Report's findings are carried forward to the 
Overview Section of the report. 

III. FINDINGS AND RECOMMENDATIONS 

Regulation 

1. The Task Force found that growth of the elderly 
population, combined with health care trends and demographic 
changes, is already beginning to strain public and private 

@ resources available for long term health care. The public sector 
and individuals have reached financial limits, and private 
alternative financing options must be developed. Emphasis should 
not be placed on developing a single financing method as the only 
alternative, but rather on developing a wide range of 
alternatives which can be selected and adapted to meet 
inidividual needs and capabilities. Thus, the Task Force 
identified alternatives for providing and financing long term 
care, including insurance and noninsurance mechanisms, which are 
currently available in Arizona or which could be developed. Each 
alternative was then reviewed for regulatory barriers or 
limitations which might inhibit or prevent development in 
Arizona. With several minor exceptions, there were no regulatory 
barriers identified. Therefore, the Task Force finds that no new 
legislation or revisions to existinq laws or requlations are 
necessary at this time. However, the Task Force also recommends 
the Arizona Department of Insurance continue to maintain an 
extremely flexible regulatory approach to lonq term care 
insurance policies, and work with insurers wherever necessary to 
allow the development and marketing of innovative policies in 
Ar izona. 



Product Development 

2. P o t e n t i a l  i n s u r e r s  o f  l ong  te rm c a r e  s e r v i c e s  r e p o r t  t h a t  
a c t u a r i a l  e s t i m a t e s  o f  l o s s e s  and a p p r o p r i a t e  premium l e v e l s  f o r  
long  term care p o l i c i e s  a r e  d i f f i c u l t  t o  e s t a b l i s h .  Minimal d a t a  
is a v a i l a b l e  on c o s t s  and u t i l i z a t i o n  o f  long  term c a r e  i n s u r a n c e  
and v e r y  l i t t l e  o f  t h e  d a t a  r e f l e c t s  a c t u a l  e x p e r i e n c e .  However, 
t h e  Task Fo rce  a lso r e c o g n i z e s  t h a t  i n f o r m a t i o n  and s t a t i s t i c s  
a v a i l a b l e  from t h e  Ar izona  Depar tments  of I n s u r a n c e ,  H e a l t h  
S e r v i c e s  and Economic S e c u r i t y  r e g a r d i n g  n u r s i n g  home 
u t i l i z a t i o n ,  home and community-based care, etc. ,  cou ld  be used 
by p r i v a t e  i n s u r e r s  t o  d e v e l o p  a c t u a r i a l  d a t a .  The T a s k  Fo rce  
recommends t h e s e  s t a t e  a q e n c i e s  c o o p e r a t e  w i t h  p r i v a t e  i n s u r e r s  
a s  n e c e s s a r y  t o  a i d  i n  t h e  development o f  a c t u a r i a l  models  and 
c o m p i l i a t i o n  o f  o t h e r  v i t a l  s t a t i s t i c s .  

3 .  There  h a s  been a  r e c e n t  i n c r e a s e  i n  t h e  number o f  n u r s i n g  
home indemni ty  p o l i c i e s  a v a i l a b l e  i n  Arizona.  However, t h e r e  h a s  
been l i t t l e  d e v e l o ~ m e n t  o f  i n s u r a n c e  p r o d u c t s  which would p r o v i d e  
cove rage  f o r  home and communi ty-based care. The  ask F o r c e  
recommends t h e  Ar izona  Department o f  I n s u r a n c e  d e v e l o p  "model" 

o l i c y  l anguage  t o  p r o v i d e  cove rage  f o r  home care and community- 
z a s e d  care, and d i s t r i b u t e  t h i s  "model" l anguage  t o  major h e a l t h  
i n s u r e r s  w i t h  a  s u g q e s t i o n  t h i s  cove raqe  be c o n s i d e r e d  i n  p r o d u c t  
development.  

4. A number o f  s t a t e s  have deve loped  r i s k  p o o l i n g  h e a l t h  
i n s u r a n c e  p l a n s  t o  p r o v i d e  cove rage  o f  s i t u a t i o n s  n o t  cove red  by 
t r a d i t i o n a l  h e a l t h  i n s u r a n c e  programs. R i s k  p o o l s  t y p i c a l l y  
o f f e r  h e a l t h  i n s u r a n c e  cove rage  a t  a  r e a s o n a b l e  c o s t  t o  p e r s o n s  
who a r e  a c t u a r i a l l y  u n i n s u r a b l e  by v i r t u e  o f  a  h igh  r i s k  med ica l  
c o n d i t i o n .  I t  is f e a s i b l e ,  however, t h a t  s i m i l a r  p o o l i n g  
arrancrements cou ld  be  e s t a b l i s h e d  t o  fund l o n g  term care needs .  
The f a s k  Fo rce  recommends t h e  Ar izona  ~ e p a r  Cment of I n s u r a n c e  
a s s e s s  t h e  need f o r  and t h e  f e a s i b i l i t y  o f  d e v e l o p i n g  a  lonq  term 
care r i s k  p o o l  f o r  Arizona.  T h i s  r e p o r t  shou ld  i n c l u d e  a  
comple te  a s se s smen t  o f  t h e  p o t e n t i a l  c o s t s  t o  consumers ,  
i n s u r e r s ,  and t h e  s t a t e  i f  a  p o o l i n g  a r ranqement  is e s t a b l i s h e d .  
I f  a  p o o l i n g  a r rangement  is c o n s i d e r e d  a  v i a b l e  a l t e r n a t i v e ,  t h e  
Department o f  I n s u r a n c e  shou ld  t h e n  p r e p a r e  a  report and 
recommendations,  i n c l u d i n q  recommendations f o r  b e n e f i t  l e v e l s ;  
fund ing  o f  p o o l ,  i n c l u d i n q  adequa t e  premiums; a d m i n i s t r a t i o n  o f  
t h e  poo l ;  and t h e  a n t i c i p a t e d  c o s t s  t o  t h e  s t a t e ,  i f  any.  T h i s  
r e p o r t  and recommendations.  shou ld  be  submi t t ed  t o  t h e  Governor ' s  
O f f i c e  by October  31,  1986. 

5. H e a l t h  main tenance  o r g a n i z a t i o n s  (HMOs)  p r o v i d e  p r e p a i d ,  
c a p i t a t e d  med ica l  c a r e  t o  e n r o l l e e s  and g u a r a n t e e  t h e  d e l i v e r y  o f  
a  f i x e d  s e t  o f  b e n e f i t s .  Recen t  f e d e r a l  l e g i s l a t i o n ,  a s  w e l l  as 
a d e s i r e  t o  expand t h e i r  ma rke t sha re  by o f f e r i n g  i n c r e a s e d  
b e n e f i t s ,  have encouraged HMOs t o  e n r o l l  more e l d e r l y  members and 



e x p l o r e  t h e  p o s s i b i l i t y  o f  a d d i n g  l o n g  term care b e n e f i t s .  The 
Task F o r c e  recommends t h a t  h e a l t h  main tenance  o r g a n i z a t i o n s  b e  

@ encouraged  to  e x p l o r e  a l t e r n a t i v e  l o n g  term c a r e  d e l i v e r y  
systems, and t h a t  t h e  A r i z o n a  Depar tment  o f  I n s u r a n c e  w o r k  
c l o s e l y  w i t h  t h e s e  p l a n s  t o  d e v e l o p  i n n o v a t i v e  programs.  

State Administration 

6. R e s p o n s i b i l i t i e s  f o r  l o n g  term care d e l i v e r y  s y s t e m s  and 
f i n a n c i n g  mechanisms a r e  d i v i d e d  among s e v e r a l  s t a t e  a g e n c i e s ,  
i n c l u d i n g  t h e  Depar tment  o f  Economic S e c u r i t y ,  H e a l t h  S e r v i c e s ,  
I n s u r a n c e ,  and t h e  G o v e r n o r ' s  C o u n c i l s  on Aging and 
Deve lopmenta l ly  D i s a b l e d .  S e v e r a l  o f  t h e s e  a g e n c i e s  c o n t r o l  a  
c o m b i n a t i o n  o f  s t a t e  f u n d s  and f e d e r a l  monies ,  w h i l e  o t h e r s  
p r o v i d e  consumer e d u c a t i o n  and a s s i s t a n c e .  However, t h e r e  is no 
o v e r a l l  p o i n t  o f  c o n t r o l  and c o o r d i n a t i o n  f o r  l o n g  term c a r e ,  a s  
t h e r e  is c u r r e n t l y  no  f o r m a l  mechanism t h r o u g h  which s t a t e  
a g e n c i e s  c a n  i d e n t i f y  common prob lems  and p o t e n t i a l  s o l u t i o n s ,  a s  

lvernor a p p o i n t  a n  i n t e r a g e n c y  t a s k  f o r c e ,  
comprlsed of r e p r e s e n t a t i v e s  from t h e  a f o r e m e n t i o n e d  s t a t e  
a g e n c i e s  and o t h e r  a q e n c i e s  or d e p a r t m e n t s  a s  a p p r o p r i a t e .  The 
Task F o r c e  f u r t h e r  recommends t h e  Governor d e s i q n a t e  a  s i n g l e  
aqency  t o  l e a d  t h i s  t a s k  f o r c e ,  and to  a p p o i n t  t h i s  same agency  
t o  b e  t h e  l e a d  aqency  f o r  a l l  l o n g  term care i s s u e s .  

Taxat ion 

7 .  S t a t e  t a x  l a w s  d o  n o t  impede t h e  development  of l o n g  term 
care i n s u r a n c e .  T h e r e  is e v e r y  i n d i c a t i o n  t h e  demands of t h e  
m a r k e t p l a c e  w i l l  r e s u l t  i n  l o n g  t e r m  care i n s u r a n c e  b e i n g  more 
r e a d i l y  a v a i l a b l e  i n  t h e  f u t u r e  w i t h o u t  t h e  n e c e s s i t y  o f  
p r o v i d i n g  t a x  i n c e n t i v e s .  The c o s t  o f  such  i n s u r a n c e  or t h e  
a b i l i t y  t o  p u r c h a s e  i n s u r a n c e ,  however,  c o u l d  b e  made m a r g i n a l l y  
more a t t r a c t i v e  i f  a  s t a t e  t a x  d e d u c t i o n  f o r  such  a p u r c h a s e  
e x i s t e d .  Tax i n c e n t i v e s  c o u l d  a l s o  a i d  p u b l i c  e d u c a t i o n  a b o u t  
t h e  r i s k s  o f  n e e d i n g  l o n g  term care by d rawing  a t t e n t i o n  t h r o u g h  
a n  i t e m  on t h e  t a x  r e t u r n .  However, t h e s e  a d v a n t a g e s  must  b e  
weighed a g a i n s t  t h e  d i s a d v a n t a g e s  o f  s t a t e  t a x  i n c e n t i v e s ,  such  
a s :  e r o s i o n  o f  t h e  t a x  b a s e ;  s t a t e  i n c e n t i v e s  w i t h o u t  p a r a l l e l  
f e d e r a l  i n c e n t i v e s  would l i k e l y  b e  somewhat i n e f f e c t i v e ;  and 
i n c e n t i v e s  c a n  l e a d  to  s t i f l i n g  o f  a l t e r n a t i v e s  b e i n g  d e v e l o p e d  
t h a t  may n o t  have  r e l a t e d  t a x  b e n e f i t s .  I t  is t h e  recommendation 
of  t h e  T a s k  F o r c e  t h a t  s t a t e  t a x  i n c e n t i v e s  n o t  be  a d o p t e d  a t  
t h i s  t i m e ,  b u t  g i v e n  f u t u r e  c o n s i d e r a t i o n  a f t e r  r e c e n t  p r i v a t e  
i n d u s t r y  e f f o r t s  to  p r o d u c e  and m a r k e t  l o n q  term c a r e  i n s u r a n c e  
p r o d u c t s  c a n  b e  e v a l u a t e d .  

Consumer Education 

8. The N a t i o n a l  A s s o c i a t i o n  o f  I n s u r a n c e  Commissioners  ( N A I C )  
is c u r r e n t l y  p r e p a r i n g  a n  e x t e n s i v e  r e p o r t  on l o n g  term c a r e  



private payment mechanisms which will be available in June 
1986. In conjunction with this report, a consumer guide is being 
designed which will answer, in easy to read language, the most 
commonly asked questions about long term care products. Upon 
completion, the guide will be distributed to all state insurance 
departments.   he Task force recommends that when available, the 
Department of Insurance obtain and adapt this quide for long term 
care consumers in Arizona. This quide should then be distributed 
by the Department of Insurance to other state aqencies involved 
i n  lonq term care services, area agencies on the aqinq and other 
arties as requested. This quide should provide information 

:egardinq the limitations of Medicare and ~edicare Supplement 
insurance in f inancing lonq term care; the increasing 
availability of nursing home insurance; other financinq options 
which may be available to the consumer, such as home equity 
conversion, and the use of health maintenance organizations to 
provide acute and lonq term care services to the elderly. 

9, A uniform and coordinated method of providing information 
and education about long term care services and costs to the 
elderly, their families and advisors is needed in Arizona. One 
method for disseminating information is through the use of a 
volunteer peer counseling service. The Task ~ o r c e  recommends the 
Arizona Departments of Insurance, Health Services, and Economic 
Services develop and implement a statewide counseling service, 
utilizing volunteers from the Retired Senior Volunteer Proqrams 
(RSVP) . In addition to information about long term care 
financing, senior counselors should be trained to supply 
information about the different modes of long term care services, 
especially community alternatives to institutionalization. 

10. The Task Force has compiled within this report a listing 
of alternatives for providing and financing long term care, 
including insurance and non-insurance mechanisms. Each option is 
described along with discussion of the application or potential 
use of each and the limitations to use of the option. The Task 
Force also has assessed the relative usefulness of each product 
as a guide for both present and future application. The Task 
Force recommends this section of the report be adapted and 
printed by the Department of Insurance, and distributed to 
potential consumers and other interested parties. The Department 
of Insurance should utilize other state aqencies and various 
organizations, as well as printed and televised media, to promote 
this educational effort. 

IV. OVERVIEW 

Long term care is the prolonged day to day assistance 
required by individuals who have become dependent on others as a 
result of some physical or mental disorder causing functional 
limitations or disabilities. The prolonged assistance -- while 



always  r e q u i r i n g  t h e  s e r v i c e s  o f  o t h e r s  -- may v a r y  i n  d e g r e e  
from s i m p l e ,  non-medical s u p p o r t  t o  i n t e n s e ,  c o n t i n u o u s  
mon i to r ing  and s e r v i c e s .  Those most l i k e l y  t o  need l o n g  term 
c a r e  a s s i s t a n c e  a r e  t h e  o l d e r  e l d e r l y ,  c h r o n i c  m e n t a l l y  i l l ,  
deve lopmen ta l l y  d i s a b l e d  and s e v e r e l y  p h y s i c a l l y  d i s a b l e d ,  
Although t h e  e l d e r l y  r e p r e s e n t  t h e  m a j o r i t y  o f  t h o s e  who a r e  most 
l i k e l y  t o  need l ong  term c a r e ,  peop l e  o f  any  age  can  have m e n t a l  
and p h y s i c a l  impairments  t h a t  c a u s e  dependency r e q u i r i n g  t h e  
a s s i s t a n c e  o f  o t h e r s .  

The e l d e r l y  -- o r  t h o s e  peop l e  a g e  s i x t y - f i v e  o r  o v e r  -- 
a r e  t h e  f a s t e s t  growing segment of  t h e  U. S. p o p u l a t i o n .  I n  
1960,  p e r s o n s  ove r  s i x t y - f i v e  r e p r e s e n t e d  n i n e  p e r  c e n t  o f  t h e  
Uni ted  S t a t e s  p o p u l a t i o n .  Tha t  p e r c e n t a g e  o f  e l d e r l y  i n c r e a s e d  
t o  e l e v e n  pe r  c e n t  i n  1980 and is expec ted  t o  i n c r e a s e  t o  twe lve  
pe r  c e n t  by t h e  y e a r  2000 and twenty  p e r  c e n t  by 2020. Wi th in  
t h i s  e l d e r l y  c a t e g o r y ,  t h e  number o f  v e r y  o l d  ( d e f i n e d  a s  t h o s e  
aged e igh ty - f  i v e  or o l d e r )  have e x p e r i e n c e d  t h e  g r e a t e s t  
p e r c e n t a g e  g a i n .  By t h e  end o f  t h i s  c e n t u r y ,  o n l y  f i f t e e n  y e a r s  
from now, t h i s  v e r y  o l d  g roup  w i l l  number 5 .1  m i l l i o n ,  abou t  two 
pe r  c e n t  o f  a l l  Americans. S i m i l a r  b u t  more extrememe p a t t e r n s  
o f  growth a r e  p r o j e c t e d  f o r  Arizona where t h o s e  o v e r  s i x t y - f i v e  
w i l l  r e p r e s e n t  f i f t e e n  p e r  c e n t  o f  t h e  s t a t e ' s  p o p u l a t i o n  by t h e  
y e a r  2000. I n  a b s o l u t e  numbers, t h i s  means a  d o u b l i n g  i n  t h e  
numbers o f  Ar izona  e l d e r l y  from app rox ima te ly  385,000 i n  1985 t o  
p r o j e c t e d  775,000 i n  2000. 

I n  Ar izona  t h e r e  a r e  app rox ima te ly  65,000 e l d e r l y  and 
a n o t h e r  63,000 d i s a b l e d  r e s i d e n t s  who now r e q u i r e  some t y p e  o f  
l ong  term c a r e  a s s i s t a n c e .  The f o l l o w i n g  s e c t i o n ,  " F i n a n c i a l  
A l t e r n a t i v e s " ,  c o n t a i n s  a  d e t a i l e d  d i s c u s s i o n  o f  t h e  f i n a n c i n g  
o p t i o n s  a v a i l a b l e  t o  t h e s e  r e s i d e n t s .  C o n s e r v a t i v e  estimates 
p r e d i c t  t h e  t o t a l  number w i l l  grow t o  225,000 by t h e  y e a r  2000. 
T h i s  number i n c l u d e s  o v e r  125,000 e l d e r l y  r e s i d e n t s ,  most o f  whom 
w i l l  be  i n  t h e i r  s e v e n t i e s  and e i g h t i e s  and app rox ima te ly  100,000 
deve lopmen ta l l y  d i s a b l e d ,  c h r o n i c  m e n t a l l y  ill, and s e v e r e l y  
p h y s i c a l l y  d i s a b l e d  r e s i d e n t s .  

There  is a  v a s t  a r r a y  o f  med ica l  and s u p p o r t  s e r v i c e s  
r e q u i r e d  by i n d i v i d u a l s  who r e q u i r e  l ong  te rm c a r e .  These  
s e r v i c e s  can  be p rov ided  i n  a  v a r i e t y  o f  s e t t i n g s ,  r ang ing  from 
t h e  i n d i v i d u a l ' s  home t o  a  h o s p i t a l  o r  n u r s i n g  home, and r a n g i n g  
i n  non-medical a c t i v i t i e s  from meal  p r e p a r a t i o n  and household  
c h o r e s  t o  med ica l  c a r e  i n  s k i l l e d  n u r s i n g  f a c i l i t i e s ,  

Between e i g h t y  and n i n e t y  per  c e n t  o f  a l l  long  term care 
needs  a r e  i n  t h e  form o f  n o n i n s t i t u t i o n a l  s o c i a l  / s u p p o r t i v e  / 
p e r s o n a l  c a r e  a s s i s t a n c e ,  Only t e n  t o  twenty  pe r  c e n t  r e q u i r e  
more i n t e n s i v e  m e d i c a l l y  r e l a t e d  c a r e .  F u r t h e r ,  o f  t h i s  t o t a l  
a s s i s t a n c e ,  app rox ima te ly  two- th i rd s  is p rov ided  w i t h o u t  c h a r g e  
by i n f o r m a l  c a r e  g i v e r s ,  u s u a l l y  f a m i l y  members. The remain ing  
t h i r d  is p rov ided  f o r m a l l y ,  f o r  a  c h a r g e ,  by a  v a r i e t y  o f  
a g e n c i e s  and i n s t i t u t i o n s .  



The f o r m a l l y  p r o v i d e d  s e r v i c e s  r e q u i r e  r e imbursement  by 
e i t h e r  p r i v a t e  or p u b l i c  means. Much o f  t h e  f o r m a l  c a r e  is pro-  
v i d e d  t o  i n d i v i d u a l s  i n  home and community s e t t i n g s  who a r e  a l s o  
c o n c u r r e n t l y  r e c e i v i n g  i n f o r m a l  a s s i s t a n c e .  G e n e r a l l y ,  t h e s e  
d u a l  s o u r c e s  o f  f o r m a l  and i n f o r m a l  a s s i s t a n c e  t e n d  t o  comple- 
ment ,  r a t h e r  t h a n  o v e r l a p .  Examples o f  such  f o r m a l  c a r e  i n c l u d e  
home h e a l t h  n u r s i n g ,  homemakers, a d u l t  d a y  care and home h e a l t h  
a i d e s .  

The r e m a i n i n g  p o r t i o n  o f  f o r m a l  care is f o r  t h o s e  
i n d i v i d u a l s  who r e q u i r e  a l t e r n a t i v e  r e s i d e n t i a l  l i v i n g  or i n s t i -  
t u t i o n a l  n u r s i n g  f a c i l i t i e s .  P l e a s e  r e f e r  t o  Appendix A - 1  of 
t h i s  r e p o r t  f o r  a  l ist  o f  d e f i n i t i o n s  o f  t h e s e  s e r v i c e s ,  a s  
d e f i n e d  by t h e  P r i t z l a f f  Commission. T h i s  g r o u p  c o m p r i s e s  
a p p r o x i m a t e l y  t w e n t y - f i v e  p e r  c e n t  o f  t h e  e l d e r l y  n e e d i n g  f o r m a l  
l o n g  term care and u s e s  a b o u t  e i g h t y  p e r  c e n t  o f  t h e  f u n d s  s p e n t  
( p u b l i c  and p r i v a t e )  f o r  f o r m a l  l o n g  term care. C o n v e r s e l y ,  t h i s  
means t h a t  t h e  o t h e r  s e v e n t y - f i v e  p e r  c e n t  r e c e i v i n g  f o r m a l  l o n g  
term c a r e  a s s i s t a n c e  a r e  u s i n g  j u s t  t w e n t y  p e r  c e n t  o f  t o t a l  
f o r m a l  payments .  Long term care e x p e n d i t u r e s  f o r  f o r m a l  
a s s i s t a n c e  a r e  h e a v i l y  w e i g h t e d  toward i n s t i t u t i o n a l  c a r e :  

Home/Community Based Care $l,OOO/person/year 
A l t e r n a t i v e  R e s i d e n t i a l  Care $ 5  , 000/person /yea r  
Nurs ing  H o m e  C a r e  $15 ,000 /pe r son /yea r  

I n  1983 ,  j u s t  o v e r  $200 m i l l i o n  was s p e n t  f o r  o r g a n i z e d  @ l o n g  term care s e r v i c e s  i n  Ar izona .  H a l f  o f  t h i s  amount was p a i d  
t h r o u g h  p r i v a t e  f u n d s  and t h e  o t h e r  h a l f  was p a i d  by f e d e r a l ,  
s t a t e  and c o u n t y  governments .  Less t h a n  two p e r  c e n t  o f  t h e  
p r i v a t e  payments  f o r  l o n g  term care were from commercia l  
i n s u r e r s .  T h i s  is i n  s h a r p  c o n t r a s t  t o  t h e  c o s t  o f  a c u t e  care, 
o f  which f o r t y - s e v e n  p e r  c e n t  o f  t h e  t o t a l  cost is p a i d  from 
p r i v a t e  s o u r c e s ,  b u t  seven ty -one  p e r  c e n t  o f  t h e  p r i v a t e  s h a r e  is 
c o v e r e d  by i n s u r a n c e .  F u r t h e r ,  w i t h  t h e  major  r e s p o n s i b i l i t y  f o r  
p r i v a t e  payment p l a c e d  d i r e c t l y  on i n d i v i d u a l s ,  many p e o p l e  
become impover i shed  and d e p e n d e n t  on p u b l i c  a s s i s t a n c e .  

The growth o f  t h e  e l d e r l y  p o p u l a t i o n ,  combined w i t h  
h e a l t h  care t r e n d s  and demographic  c h a n g e s  i n  f a m i l y  s u p p o r t  
s t r u c t u r e s ,  is  a l r e a d y  b e g i n n i n g  t o  s t r a i n  t h e  r e s o u r c e s  
a v a i l a b l e  f o r  l o n g  term h e a l t h  c a r e .  The p u b l i c  sector w i l l  b e  
i n c r e a s i n g l y  u n a b l e  t o  meet t h e  f i n a n c i a l  burden  o f  l o n g  term 
c a r e .  C o n c u r r e n t l y ,  many i n d i v i d u a l s  i n  need o f  c a r e  and t h e i r  
f a m i l i e s  w i l l  be  h a r d - p r e s s e d  t o  c o n t i n u e  p a y i n g  f o r  t h e i r  l o n g  
t e rm c a r e  n e e d s  s o l e l y  from t h e i r  own p o c k e t s .  Both t h e  p u b l i c  
and p r i v a t e  s e c t o r  have  r e a c h e d  t h e i r  f i n a n c i a l  l i m i t s  and  must  
be b a l a n c e d  t h r o u g h  p r i v a t e  a l t e r n a t i v e  f i n a n c i n g  o p t i o n s *  Thus,  
a l t h o u g h  t h e  Task F o r c e  f o c u s e d  its e f f o r t s  on t h e  deve lopment  o f  

a p r i v a t e  f i n a n c i n g  o p t i o n s ,  t h e  need t o  d e v e l o p  and implement  



i n t e g r a t e d  p u b l i c  and p r i v a t e  f i n a n c i n g  sy s t ems  is r ecogn i zed .  
The emphasis  shou ld  n o t  be p l a c e d  on d e v e l o p i n g  one  f i n a n c i n g  

@ method a s  t h e  o n l y  a l t e r n a t i v e ,  b u t  r a t h e r  on d e v e l o p i n g  a  wide 
r ange  o f  a l t e r n a t i v e s  from which knowledgeable  i n d i v i d u a l s  c an  
select  t h e  o p t i o n s  t h e y  c o n s i d e r  most f e a s i b l e  f o r  t h e i r  needs .  

Given t h e  c o n s i d e r a t i o n s  ment ioned above,  t h e  T a s k  Fo rce  
h a s  compi led  i n  i ts  r e p o r t  a l i s t  o f  a l t e r n a t i v e s  f o r  p r o v i d i n g  
and f i n a n c i n g  l ong  term c a r e ,  i n c l u d i n g  i n s u r a n c e  and non- 
i n s u r a n c e  mechanisms, which are c u r r e n t l y  a v a i l a b l e  i n  Ar i zona  o r  
which cou ld  be deve loped .  Each o p t i o n  is d e s c r i b e d  a l o n g  w i t h  a  
d i s c u s s i o n  o f  t h e  a p p l i c a t i o n  o r  p o t e n t i a l  u s e  o f  each  and t h e  
l i m i t a t i o n s  o r  b a r r i e r s  t o  t h e  p r o d u c t .  The T a s k  Fo rce  a l s o  h a s  
a s s e s s e d  t h e  r e l a t i v e  u s e f u l n e s s  o f  e ach  p r o d u c t  a s  a  g u i d e  f o r  
b o t h  p r e s e n t  and f u t u r e  a p p l i c a t i o n .  

The r e p o r t  n e x t  p r o v i d e s  a d i s c u s s i o n  o f  s t a t e  t a x  
i n c e n t i v e s  which might  be  a t o o l  f o r  encou rag ing  i n s u r e r s  t o  
d e v e l o p  and i n d i v i d u a l s  t o  p u r c h a s e ,  l o n g  term care i n s u r a n c e .  
P u b l i c  e d u c a t i o n ,  which h a s  been i d e n t i f i e d  by i n s u r e r s  as  one  o f  
t h e  b i g g e s t  b a r r i e r s  t o  ma rke t i ng  o f  a l ong  term c a r e  p r o d u c t ,  is  
a l s o  d i s c u s s e d .  A d d i t i o n a l l y ,  a  b r i e f  r ev iew o f  o t h e r '  s ta tes '  
a c t i v i t y  i n  t h e  a r e a  o f  l o n g  term c a r e  is p rov ided .  

V. AL!PERNATIVES FOR PROVIDING AND FINANCING LONG TERM CARE 

T h i s  s e c t i o n  a d d r e s s e s  p r i v a t e  f i n a n c i n g  o p t i o n s  f o r  
l o n g  term c a r e .  B e f o r e  p r o c e e d i n g ,  however, i t  is h e l p f u l  t o  
u n d e r s c o r e  t h e  c l o s e  i n t e r e l a t i o n s h i p  between p u b l i c  and p r i v a t e  
fund ing .  Many b e l i e v e  t h e  a v a i l a b i l i t y  o f  p u b l i c  a s s i s t a n c e  f o r  
l ong  term c a r e  h a s  r e s t r i c ted  consumer i n t e r e s t  and commercia l  
development  o f  p r i v a t e  f und ing  mechanisms. A t  t h e  same t i m e ,  
p u b l i c  a s s i s t a n c e  h a s  been a  v i t a l  s a f e t y  n e t  f o r  t h o s e  who a r e  
impover ished o r  t h o s e  who u s e  a l l  t h e i r  p r i v a t e  f u n d s  t o  pay f o r  
long  term care a s s i s t a n c e ,  become impover i shed  and t h e n  seek 
p u b l i c  a i d .  

Public Fundinq 

According t o  t h e  P r i t z l a f f  Commission, $200  m i l l i o n  is 
c u r r e n t l y  s p e n t  f o r  o r g a n i z e d  long  term c a r e  s e r v i c e s  i n  
Ar izona .  Ha l f  o f  t h i s  amount is p a i d  by i n d i v i d u a l s  p r i v a t e l y  
and t h e  o t h e r  h a l f  is p a i d  by p u b l i c  a g e n c i e s .  N a t i o n a l l y ,  over  
e i g h t y  p e r  c e n t  o f  p u b l i c  f u n d s  f o r  l o n g  term c a r e  a r e  from one  
s o u r c e  -- Medicaid .  T h i s  is a  s h a r e d  f e d e r a l / s t a t e  program f o r  
i n d i g e n t s  i n  which each  s t a t e  d e t e r m i n e s  program p a r a m e t e r s  
r e l a t e d  t o  b o t h  a c u t e  and l o n g  term c a r e .  ~ e d i c a i d  s e r v e s  two 
v e r y  d i f f e r e n t  p o p u l a t i o n s :  young f a m i l i e s  and t h e  e l d e r l y .  On 
t h e  a v e r a g e ,  t h e  e l d e r l y  r e p r e s e n t  a b o u t  twenty-f i v e  p e r  c e n t  o f  
a l l  Medicaid r e c i p i e n t s  and a c c o u n t  f o r  s e v e n t y  p e r  c e n t  o f  a l l  
Medicaid e x p e n d i t u r e s ,  due  t o  t h e i r  u s e  o f  l ong  term c a r e  



s e r v i c e s .  With l i m i t e d  e x c e p t i o n ,  Medicaid pays  f o r  n u r s i n g  home 
c a r e  and d o e s  n o t  pay f o r  t h e  non-medical home o r  community based 
c a r e .  I n  Ar i zona ,  which h a s  no Medicaid fund ing  f o r  long  te rm 
c a r e ,  coun ty  governments have l e g a l  r e s p o n s i b i l i t y  t o  pay f o r  t h e  
e l d e r l y  i n d i g e n t  i n  n u r s i n g  homes. I n  1982-1983, c o u n t i e s  s p e n t  
$40 m i l l i o n  on 4,000 i n d i g e n t  p a t i e n t s  and by 1985,  t h i s  amount 
was p r o j e c t e d  t o  be $58 m i l l i o n .  

Some a d d i t i o n a l  p u b l i c  f u n d s  are a v a i l a b l e  f o r  home and 
community based care. There  a r e  t w o  f e d e r a l  s o u r c e s ,  T i t l e  I11 
(Older  Americans A c t )  and T i t l e  XX ( S o c i a l  S e r v i c e s  Block 
G r a n t s ) .  These funds  are a d m i n i s t e r e d  i n  c o n j u n c t i o n  w i t h  some 
s t a t e  funds  t h rough  t h e  Ar izona  Department o f  Economic 
S e c u r i t y .  Although l i m i t e d  t o  a p p r o x i m a t e l y  $13 m i l l i o n  i n  1985,  
t h e s e  funds  are c r i t i c a l  f o r  t h e  s u p p o r t  o f  programs t h a t  p r o v i d e  
home a s s i s t a n c e ,  med ica l  case management and a d u l t  day  care. 

There  is a wide ly  h e l d  m i s b e l i e f  t h a t  ~ e d i c a r e  is a l s o  a  
p u b l i c  r e s o u r c e  f o r  l ong  term care. Medicare  p r i m a r i l y  p r o v i d e s  
s h o r t  t e rm p h y s i c i a n ,  h o s p i t a l  and r e h a b i l i t a t i v e  care f o r  a c u t e  
d i s o r d e r s ,  n o t  l ong  term care. S k i l l e d  n u r s i n g  home b e n e f i t s  
from Medicare  cove r  a maximum o f  one '  hundred days .  The f i r s t  
twenty  d a y s  are cove red  i n  f u l l ;  however, t h e  remain ing  e i g h t y  
d a y s  r e q u i r e  a  d a i l y  copayment e q u a l  t o  one-e igh th  o f  t h e  
h o s p i t a l  d e d u c t i b l e .  I n  1985,  t h e  copayment was $50 p e r  day  and 
i n  1986,  t h i s  copayment was i n c r e a s e d  t o  $61.50 p e r  day. To be  

@ e l i g i b l e  f o r  n u r s i n g  home b e n e f i t s ,  t h e  Medicare p a t i e n t  must be  
h o s p i t a l i z e d  f o r  a t  l e a s t  t h r e e  d a y s  f o r  t h e  same i l l n e s s  o r  
i n j u r y ,  and be t r a n s f e r r e d  by a  p h y s i c i a n ' s  o r d e r  t o  a  s k i l l e d  
n u r s i n g  f a c i l i t y  (SNF) w i t h i n  t h i r t y  d a y s  o f  t h e  h o s p i t a l  
d i s c h a r g e .  The p a t i e n t  must need and be  r e c e i v i n g  d a i l y  s k i l l e d  
n u r s i n g  care o r  r e h a b i l i t a t i o n  t he r apy .  

U t i l i z a t i o n  o f  Medicare  SNF b e n e f i t s  is low because  t h e  
e l i b i g i l i t y  c r i t e r i a  is r e s t r i c t i v e  and o n l y  a  p o r t i o n  o f  a l l  
n u r s i n g  home beds  a r e  c e r t i f i e d  f o r  Medicare  p a t i e n t s .  For t h e  
a v e r a g e  Medicare  p a t i e n t ,  o n l y  s e v e n t e e n  SNF d a y s  pe r  y e a r  a r e  
used,  

Medicare  home h e a l t h  b e n e f i t s  a r e  a l s o  r e s t r i c t e d .  To 
be e l i g i b l e  f o r  t h e s e  b e n e f i t s ,  a  p a t i e n t  must be housebound and 
i n  need o f  s k i l l e d  n u r s i n g ,  p h y s i c a l  t h e r a p y  o r  speech  t h e r a p y  a s  
documented by a  p h y s i c i a n .  Homemaker s e r v i c e s  can  be covered  if 
t h e y  a r e  i n c i d e n t a l  t o  p e r s o n a l  c a r e  and do n o t  s u b s t a n t i a l l y  
i n c r e a s e  t h e  t i m e  r e q u i r e d  o f  a  home h e a l t h  a i d e .  u t i l i z a t i o n  o f  
home h e a l t h  s e r v i c e s  is low, p r o v i d i n g  o n l y  twen ty - th r ee  v i s i t s  
pe r  y e a r  f o r  t h e  a v e r a g e  Medicare  p a t i e n t .  N e v e r t h e l e s s ,  u n l i k e  
its l i m i t e d  r o l e  f o r  n u r s i n g  home payments,  Medicare  is a  major 
t h i r d  p a r t y  s o u r c e  o f  payment f o r  home h e a l t h  c a r e  s e r v i c e s .  

I n  summary, Medicare  c o v e r s  e l d e r l y  i n d i v i d u a l s  f o r  a  a major p o r t i o n  o f  t h e i r  a c u t e  med ica l  care p rov ided  by p h y s i c i a n s  



and h o s p i t a l s .  Some s k i l l e d  n u r s i n g  home and home h e a l t h  
s e r v i c e s  a r e  p r o v i d e d ,  b u t  o n l y  f o r  v e r y  l i m i t e d  p e r i o d s  
f o l l o w i n g  a n  a c u t e  c a r e  h o s p i t a l i z a t i o n .  N e v e r t h e l e s s ,  many @ p e o p l e  c o n t i n u e  t o  t h i n k  Medica re  is a  major  s o u r c e  f o r  l o n g  term 
c a r e  re imbursement .  The myth o f  a d e q u a t e  l o n g  term c o v e r a g e  is 
a l s o  s u p p o r t e d  by t h e  myr iad  o f  Medicare  s u p p l e m e n t a l  p o l i c i e s  
owned by s i x t y  p e r  c e n t  of a l l  Medica re  c o v e r e d  i n d i v i d u a l s .  
These  s u p p l e m e n t a l  p o l i c i e s  w i l l  b e  d i s c u s s e d  i n  d e t a i l  i n  t h e  
n e x t  s e c t i o n  o f  t h i s  Repor t .  

B. Private Fundinq 

P r i v a t e  payments  f o r  l o n g  term care c o m p r i s e  h a l f  o f  a l l  
r e imbursements  f o r  f o r m a l  care. Approx imate ly  n i n e t y  p e r  c e n t  o f  
a l l  p r i v a t e  payments  a re  made d i r e c t l y  by i n d i v i d u a l s  a s  a n  o u t -  
o f - p o c k e t  expense  and a r e  n o t  r e imbursed  by i n s u r e r s .  P r i v a t e  
i n s u r a n c e  f o r  l o n g  term care h a s  been v e r y  l imi ted .  E x i s t i n g  
p o l i c i e s  have  c o v e r e d  n u r s i n g  home care, t h e  most e x p e n s i v e  
method o f  f o r m a l  care. The less  e x p e n s i v e  f o r m a l  s e r v i c e s  t h a t  
a r e  s o c i a l  and s u p p o r t i v e  a r e  n o t  g e n e r a l l y  i n c l u d e d  i n  p r i v a t e  
i n s u r a n c e  o p t i o n s .  

T h e r e  a r e  many r e a s o n s  f o r  t h e  underdeve loped  p r i v a t e  
i n s u r a n c e  marke t .  I n s u r a n c e  i n d u s t r y  r e p r e s e n t a t i v e s  p o i n t  t o  
c o n c e r n s  o f  a d v e r s e  s e l e c t i o n ,  i n s u r a n c e  induced  demand, p r i c i n g  
d i f f i c u l t i e s  and l a c k  o f  consumer u n d e r s t a n d i n g  a s  b a r r i e r s  t o  
p r o d u c t  development .  Some i n s u r e r s  have  e x p r e s s e d  f e a r  t h a t  t h e  

@ open-ended l i a b i l i t y  which c o u l d  r e s u l t  from l o n g  term c a r e  
p o l i c i e s  would be  f i n a n c i a l l y  d e v a s t i n g  to  t h e i r  companies.  
P e r h a p s  more i m p o r t a n t l y ,  t r a d i t i o n a l  t h i n k i n g  w i t h i n  t h e  h e a l t h  
i n s u r a n c e  f i e l d  is t h a t  non-medical ,  p e r s o n a l  s e r v i c e s  s u c h  a s  
homemaker c a r e  and r e s p i t e  c a r e  a r e  n o t  i n s u r a b l e .  I n  many 
i n s t a n c e s ,  p a t i e n t s  p r o g r e s s  from - t h e  need for h i g h l y  s k i l l e d  
m e d i c a l  s e r v i c e s  t o  lower l e v e l s  o f  c u s t o d i a l  care a s  t h e  a g i n g  
p r o c e s s  c o n t i n u e s .  A s  a r e s u l t ,  t a r g e t i n g  c o v e r a g e  on t h e  b a s i s  
of l e v e l  o f  c a r e  is  t h o u g h t  t o  b e  a r b i t r a r y  and open t o  c h a l l e n g e  
from t h e  i n s u r e d  and t h e  p r o v i d e r  of t h e  s e r v i c e s .  

I n s u r e r s  a l s o  f i n d  t h a t  a c t u a r i a l  e s t i m a t e s  o f  f u t u r e  
l o s s e s  and premium l e v e l  d e t e r m i n a t i o n  f o r  l o n g  t e r m  c a r e  
p o l i c i e s  a r e  d i f f i c u l t  t o  make .  Minimal  d a t a  is a v a i l a b l e  on 
costs and u t i l i z a t i o n  o f  l o n g  term care i n s u r a n c e  and v e r y  l i t t l e  
o f  t h e  d a t a  r e f l e c t s  a c t u a l  e x p e r i e n c e .  I t  may b e  t h a t  o n l y  h i g h  
r i s k  i n d i v i d u a l s  w i l l  be a t t r a c t e d  t o  l o n g  t e r m  care i n s u r a n c e .  
A t  p r e s e n t ,  however,  there  is no r e l i a b l e  a c t u a r i a l  model 
a p p l i c a b l e  t o  a  l o n g  term c a r e  p o l i c y  which would d i f f e r e n t i a t e  
t h e  h i g h  r i s k  p u r c h a s e r  from t h e  l o w  r i s k  p u r c h a s e r  and a l l o w  f o r  
a  v a r i a b l e  r a t e  s c a l e .  

Consumers ' c a p a c i t y  to  f i n a n c e  l o n g  term c a r e  i n s u r a n c e  
may be a n o t h e r  b a r r i e r  t o  p r o d u c t  deve lopment .  The need f o r  l o n g  
term c a r e  t y p i c a l l y  o c c u r s  a t  a  t i m e  when t h e  p a t i e n t ' s  income 



l e v e l  is f i x e d  o r  d e c l i n i n g .  Because Medigap p o l i c i e s  domina te  
t h e  p r i v a t e  h e a l t h  i n s u r a n c e  market  f o r  t h e  e l d e r l y ,  t h e r e  may be  

@ o n l y  l i m i t e d  amounts o f  money a v a i l a b l e  f o r  o t h e r  i n s u r a n c e  
p r o d u c t s  such  a s  long  term c a r e  i n su rance .  

However, economic c o n d i t i o n s  o f  t h e  e l d e r l y  c o n t i n u e  t o  
improve. The e l d e r l y  t oday  en joy  more d i s c r e t i o n a r y  income t h a n  
t h e  e l d e r l y  i n  t h e  p a s t ,  making them b e t t e r  a b l e  t o  a f f o r d  
i n su rance .  S i g n i f i c a n t l y ,  a  r e c e n t  r e p o r t  p r e p a r e d  f o r  t h e  
Uni ted  S t a t e s  Department o f  H e a l t h  and Human S e r v i c e s  i n d i c a t e d  
long  term c a r e  i n s u r a n c e  premiums would r e p r e s e n t  less  t h a n  t e n  
p e r  c e n t  o f  t h e  c a s h  income of e i g h t y  p e r  c e n t  o f  t h o s e  
i n d i v i d u a l s  i n  t h e  s i x t y - f i v e  t o  s i x t y - n i n e  a g e  group.  T h i s  
r e p o r t  a l s o  estimates t h a t  by t h e  y e a r  2005,  n i n e t y  p e r  c e n t  o f  
a l l  ma r r i ed  c o u p l e s  a t  a g e  s i x t y - f i v e  and almost s i x t y  p e r  c e n t  
o f  a l l  s i n g l e  p e r s o n s  a t  t h a t  age ,  would be a b l e  t o  p u r c h a s e  l o n g  
term care i n s u r a n c e  w i t h  less t h a n  f i v e  p e r  c e n t  of  t h e i r  c a s h  
income. 

F i n a l l y ,  ma rke t i ng  and d i s t r i b u t i o n  mechanisms f o r  l ong  
term care i n s u r a n c e  p r o d u c t s  are l a r g e l y  undeveloped.  A t  t h i s  
time, most l ong  term care f i n a n c i n g  p r o d u c t s  a re  s o l d  on an  
i n d i v i d u a l  b a s i s .  C u r r e n t  commissions on i n d i v i d u a l  l o n g  term 
care i n s u r a n c e  p r o d u c t s  are f r e q u e n t l y  as h i g h  a s  f i f t y  p e r  c e n t  
o f  t h e  i n i t i a l  y e a r ' s  premium, p l u s  an  a d d i t i o n a l  f i f t e e n  t o  
twenty  p e r  c e n t  commission f o r  each  subsequen t  yea r  o f  renewal .  

@ T h i s  r e l a t i v e l y  s u b s t a n t i a l  ma rke t i ng  c o s t  l e a v e s  less  funds  
a v a i l a b l e  f o r  t h e  payment o f  a c t u a l  b e n e f i t s .  

Some n a t i o n a l  g roups  of  t h e  e l d e r l y ,  such a s  t h e  
American A s s o c i a t i o n  o f  R e t i r e d  P e r s o n s  (AARP) and t h e  N a t i o n a l  
R e t i r e d  Teache r s  - A s s o c i a t i o n  (NRTA) , o f f e r  some p o t e n t i a l  g roup  
marke t i ng  e f f i c i e n c i e s .  However, t h e s e  a d v a n t a g e s  may be  o f f s e t  
by t h e  problems o f  d e s i g n i n g  a  n a t i o n a l  l ong  term care i n s u r a n c e  
p o l i c y  w i t h  a  un i fo rm premium t h a t  a l s o  meets t h e  i n d i v i d u a l  
s k i l l e d  n u r s i n g  and c u s t o d i a l  care d e f i n i t i o n s  o f  each  s t a t e .  
G r e a t e r  u n i f o r m i t y  i n  b e n e f i t  d e f i n i t i o n s  may e v e n t u a l l y  ove r -  
come such b a r r i e r s .  A l t e r n a t e l y ,  t h e  e s t a b l i s h m e n t  o f  s t a t e w i d e  
a s s o c i a t i o n s  o r  o t h e r  g roups  o f  t h e  e l d e r l y  might  p r o v i d e  an  
e f f e c t i v e  marke t i ng  umbre l l a  w i t h o u t  t h e  need t o  s t a n d a r d i z e  
d e f i n i t i o n s .  

The f o l i o w i n g  s e c t i o n s  d e s c r i b e  a  v a r i e t y  o f  i n s u r a n c e  
and non- insurance  o p t i o n s  which may be  a v a i l a b l e  f o r  t h e  p r  i v a t e  
f i n a n c i n g  o f  long  term c a r e  s e r v i c e s .  The re  i s ,  i n  t h e  o p i n i o n  
o f  t h e  Task Fo rce ,  no s i n g l e  o p t i o n  t h a t  w i l l  meet t h e  needs  o f  
a l l  peop le .  R a t h e r ,  t h e  o p t i o n s  a r e  c h o i c e s  r a n g i n g  from 
i n s u r a n c e  p o l i c i e s  c o v e r i n g  s p e c i f i e d  s e r v i c e s  t o  g e n e r a l  f unds  
t h a t  can  be used a t  t h e  d i s c r e t i o n  o f  t h e  p r i v a t e  i n d i v i d u a l  f o r  



whatever  t y p e  o f  s e r v i c e s  a r e  needed,  i n c l u d i n g  non-medical 
a s s i s t a n c e .  

1. I n s u r a n c e  Mechanisms 

a.  Medigap or Medicare  Supplement P o l i c i e s  

P r e s e n t l y ,  most p r i v a t e  i n s u r a n c e  s imply  f i l l s  t h e  
g a p s  i n  Medicare  n u r s i n g  home coverage .  "Medigap" 
p o l i c i e s  are purchased  by app rox ima te ly  f i f t y - n i n e  p e r  
c e n t  o f  t h e  s i x t y - f i v e  and o v e r  p o p u l a t i o n .  Premiums 
f o r  t h e s e  supp l emen ta l  p o l i c i e s  r ange  from $150 t o  
$1,000 p e r  y e a r .  These p r o d u c t s  h i s t o r i c a l l y  have 
covered  p e o p l e  f o r  a c u t e  care ( n o t  long  te rm care) 
s e r v i c e s  no rma l ly  p rov ided  by p h y s i c i a n s  and 
h o s p i t a l s .  The p r imary  l ong  term care b e n e f i t  is 
n u r s i n g  home care; t h e  b e n e f i c i a r y  i s  re imbursed  f o r  
t h e  Medicare copayment f o r  t h e  t w e n t i e t h  th rough  t h e  one  
hundred th  day  o f  an  approved s t a y  i n  a s k i l l e d  n u r s i n g  
f a c i l i t y .  From a p r a c t i c a l  v i ewpo in t ,  however, l i t t l e  
cove rage  f o r  iong  term c a r e  r e s u l t s  from Medigap 
p o l i c i e s .  Few p a t i e n t s  q u a l i f y  f o r  Medicare s k i l l e d  
n u r s i n g  f a c i l i t y  b e n e f i t s  beyond t h e  f i r s t  twenty  d a y s ,  
and g e n e r a l l y  t h e r e  a r e  few, i f  any,  home h e a l t h  
b e n e f i t s  p rov ided .  A major need w i t h  r e s p e c t  t o  Medigap 
p o l i c i e s  is t o  e d u c a t e  t h e  c u r r e n t  and f u t u r e  
p o l i c y h o l d e r s  t h a t  t h e y  a r e  NOT p r o t e c t e d  a g a i n s t  l ong  
term c a r e  expenses .  

b. Nurs ing  Home I n s u r a n c e  

Nurs ing home i n s u r a n c e  p o l i c i e s  a r e  i n d i v i d u a l  
p o l i c i e s  f o r  p a t i e n t s  i n  n u r s i n g  homes and a r e  u s u a l l y  
a p p l i c a b l e  o n l y  t o  s k i l l e d  n u r s i n g  f a c i l i t i e s .  These  
p r o d u c t s  a r e  r e g u l a t e d  by t h e  Ar izona  Department o f  
I n s u r a n c e  w i t h  s p e c i f i c  s t a t u t e s  a d d r e s s i n g  f i n a n c i a l ,  
i nves tmen t  and o t h e r  r e q u i r e m e n t s  o f  t h e  companies.  
A d d i t i o n a l  r e g u l a t i o n  is n o t  needed and t h e r e  is c l e a r  
i n d i c a t i o n  t h a t  t h e s e  indemni ty  p o l i c i e s  a r e  becoming 
one  o f  t h e  b e s t  i n s u r a n c e  o p t i o n s  f o r  f i n a n c i n g  t h e  c o s t  
o f  p r i v a t e  n u r s i n g  home care f o r  t h e  e l d e r l y .  For 
example, i n  t h e  l a s t  s i x  months o f  198Sv t h e  Department 
o f  I n s u r a n c e  approved f o r  sa le  i n  Ar izona  f i f t e e n  new 
n u r s i n g  home indemni ty  p o l i c i e s .  

Impeding t h e  development  o f  t h i s  p r o d u c t  is a  l a c k  
o f  unde r s t and ing  on t h e  p a r t  o f  consumers who con fuse  
t h i s  o p t i o n  w i t h  Medicare  supp l emen ta l  p o l i c i e s  and 
Medicare  cove rage  i t s e l f .  While n u r s i n g  home p o l i c i e s  
f i l l  a  v o i d ,  t h e y  f a l l  f a r  s h o r t  o f  i n s u r i n g  i n d i v i d u a l s  
f o r  long  term care expenses  t h a t  a r e  n o t  r e c e i v e d  i n  a  
s k i l l e d  n u r s i n g  f a c i l i t y  (e .g . :  home and community based 



s e r v i c e s ) .  I t  is t h e  consensus  o f  t h e  Task Fo rce  t h a t  
p r  i v a t e  i n s u r a n c e  companies shou ld  expand t h e s e  
narrowly-focused n u r s i n g  home p o l i c i e s  t o  i n c l u d e  
cove rages  f o r  home and community based i n s u r a c z e  p l a n s .  

c. Income Replacement Insurance 

Income r ep l acemen t  i n s u r a n c e  cove rage  g e n e r a l l y  
p r o v i d e s  f o r  t h e  r ep l acemen t  o f  l o s t  income r e s u l t i n g  
from an i n j u r y  o c c u r r i n g  away from t h e  work p l a c e .  
U s u a l l y ,  t h e r e  is a  w a i t i n g  p e r i o d  a f t e r  t h e  a c c i d e n t  
b e f o r e  t h e  income payments commence. F u r t h e r ,  t h e  
d i s a b i l i t y  must be one  t h a t  p r e v e n t s  t h e  i n s u r e d  from 
c a r r y i n g  on h i s  o r  h e r  u s u a l  o c c u p a t i o n .  Most p o l i c i e s  
c o n t i n u e  payment o f  b e n e f i t s  o n l y  f o r  a  s p e c i f i e d  
maximum number o f  y e a r s ,  b u t  l i f e t i m e  b e n e f i t s  a r e  
a v a i l a b l e  i n  some c o n t r a c t s .  Under a l l  such  l o s s  o f  
income p o l i c i e s ,  t h e  b e n e f i t s  are  t e r m i n a t e d  a s  soon as  
t h e  d i s a b i l i t y  ends.  

These  p r o d u c t s  are  r e g u l a t e d  by t h e  Ar izona  
Department o f  I n s u r a n c e  under t h e  s t a t u t e s  r e g u l a t i n g  
t h e  f i n a n c i a l  c o n d i t i o n  o f  i n s u r a n c e  companies and 
s t a t u t o r y  r e q u i r e m e n t s  r e l a t i n g  t o  t h e  sale  and c o n t e n t s  
o f  h e a l t h  i n s u r a n c e  p o l i c i e s .  Income r ep l acemen t  
cove rage  is u s u a l l y  a v a i l a b l e  as  p a r t  o f  an  employee 
b e n e f i t  package and is no rma l ly  t e r m i n a t e d  when a  pe r son  
r e a c h e s  r e t i r e m e n t  age.  Thus, t h e  l i m i t a t i o n  o f  such  
i n s u r a n c e  is t h a t  it is n o t  u s u a l l y  i n  f o r c e  f o r  t h o s e  
peop l e  who a r e  ove r  s i x t y - f i v e  and most l i k e l y  t o  need 
long  term care coverage .  The major b a r r i e r  t o  t h e  u s e  
o f  t h i s  o p t i o n  f o r  t h e  e l d e r l y  is n o t  c aused  by e x i s t i n g  
r e g u l a t i o n ,  b u t  by t h e  f a c t  t h a t  t h i s  i s  i n s u r a n c e  
de s igned  and p r i c e d  f o r  t h o s e  who are s t i l l  i n  t h e  work 
f o r c e .  However, income r ep l acemen t  i n s u r a n c e  is a  
v i a b l e  and u s e f u l  p r o d u c t  f o r  younger i n d i v i d u a l s  who 
become d i s a b l e d .  

d. Life Insurance Products 

L i f e  i n s u r a n c e  p r o d u c t s  p r o v i d e  f u n d s  a t  t h e  t i m e  
of  an  i n s u r e d ' s  d e a t h .  A number o f  d i f f e r e n t  l i f e  
i n s u r a n c e  programs a r e  a v a i l a b l e ,  i n c l u d i n g  termi whole 
l i f e ,  u n i v e r s a l  l i f e  and endowment p o l i c i e s .  However , 
w i t h  t h e  e x c e p t i o n  o f  t e rm i n s u r a n c e ,  l i f e  i n s u r a n c e  
p o l i c i e s  a l s o  accumula te  a  c a s h  v a l u e  t h a t  c an  be p a i d  
t o  t h e  i n s u r e d  w h i l e  l i v i n g ,  i n  t h e  form o f  a  lump sum 
s u r r e n d e r  o r ,  i n  some i n s u r a n c e  c o n t r a c t s ,  a s  an  
a n n u i t y .  

L i f e  i n s u r a n c e  p r o d u c t s  and l i f e  i n s u r e r s  a re  
h e a v i l y  r e g u l a t e d  by t h e  Ar izona  Department of 



In su rance .  I n  t h e  o p i n i o n  o f  t h e  Task Fo rce ,  no 
a d d i t i o n a l  r e g u l a t i o n s  a r e  needed. Consumers a r e  
p r o t e c t e d  by a  v a r i e t y  o f  s t a t u t o r y  and r e g u l a t o r y  
r e q u i r e m e n t s  r e l a t i n g  t o  t h e  p r i c i n g ,  s a l e ,  3nd c o n t e n t s  
o f  l i f e  i n s u r a n c e  c o n t r a c t s .  

The main d e f i c i e n c y  o f  l i f e  i n s u r a n c e  p r o d u c t s  as  a  
p o t e n t i a l  s o u r c e  o f  l ong  term care payment is t h a t  t h e y  
t y p i c a l l y  do n o t  accumula te  c a s h  v a l u e  i n  an  amount 
a d e q u a t e  t o  f i n a n c e  t h e  l ong  term care needs  of a 
d i s a b l e d  person .  I t  would be  unusua l  f o r  a  l i f e  . 
i n s u r a n c e  c o n t r a c t  t o  c a r r y  a  c a s h  v a l u e  o f  more t h a n  
s e v e r a l  thousand  d o l l a r s  -- a n  amount t h a t  would pay f o r  
o n l y  a  small p o r t i o n  o f  t y p i c a l  long  term c a r e  c o s t s .  
I n  a d d i t i o n ,  t h e  i n t e r e s t  r e t u r n  on l i f e  i n s u r a n c e  i s  
no rma l ly  q u i t e  c o n s e r v a t i v e .  I n  t h e  case o f  d e a t h  and a 
p o s s i b l y  h i g h e r  term i n s u r a n c e  award,  t h e  money would be  
u s e f u l  o n l y  i f  a  s u r v i v i n g  b e n e f i c i a r y  had need f o r  l ong  
term care s e r v i c e s .  

e. Annuities 

An a n n u i t y  is g e n e r a l l y  d e f i n e d  a s  a  stream o f  
p e r i o d i c  payments made f o r  a  f i x e d  p e r i o d  d u r i n g  a  
p e r s o n ' s  l i f e .  A n n u i t i e s  t y p i c a l l y  a r e  used t o  p r o v i d e  
p r o t e c t i o n  a g a i n s t  t h e  p o s s i b i l i t y  o f  o u t l i v i n g  o n e ' s  
immediate f i n a n c i a l  r e s o u r c e s .  They c a n  be used t o  pay 
income c u r r e n t l y  o r  i n  t h e  f u t u r e  a t  r e g u l a r  i n t e r v a l s ,  
u s u a l l y  monthly. Most a n n u i t i e s  a r e  i n t e n d e d  t o  p r o v i d e  
g u a r a n t e e d  r e t i r e m e n t  income o f  a p r ede t e rmined  amount 
most commonly f o r  l i f e .  Annui ty  p l a n s  a r e  a v a i l a b l e  on 
a g roup  b a s i s ,  most o f t e n  a s  pens ion  p l a n s  se t  up by 
employers ,  o r  c a n  be purchased  i n d i v i d u a l l y  t h rough  a  
l i f e  i n s u r a n c e  company. A n n u i t i e s  are h e a v i l y  r e g u l a t e d  
by many o f  t h e  same s t a t u t e s  and r e g u l a t i o n s  t h a t  a p p l y  
t o  l i f e  i n s u r a n c e  p r o d u c t s .  I n  t h e  view o f  t h e  Task 
F o r c e ,  t h e r e  is no need f o r  f u r t h e r  r e g u l a t i o n  o f  
a n n u i t i e s .  L i k e  l i f e  i n s u r a n c e  p r o d u c t s  and o t h e r  forms 
o f  c a sh  accumula t i on  i n s t r u m e n t s ,  t h e  v a l u e  o f  most 
a n n u i t i e s  is n o t  l a r g e  enough t o  pay f o r  any s i g n i f i c a n t  
p o r t i o n  o f  l ong  term c a r e  expenses .  Again,  however, 
t h i s  depends  upon t h e  s i z e  o f  t h e  i n i t i a l  c a p i t a l  
i nves tmen t  

f .  R i s k  Pools 

The r i s k  p o o l  c o n c e p t  is one  o f  p a r t i c i p a t i o n  by 
i n d i v i d u a l s  i n  a  common p o o l  i n t o  which premiums a r e  
p a i d ,  w i t h  t h e  p o o l  assuming t h e  r i s k  o f  l o s s  t o  any o f  
t h e  p a r t i c i p a n t s .  'Such a  program d o e s  n o t  p r e s e n t l y  
e x i s t  i n  Ar i zona ,  b u t  i f  i t  d i d ,  it would be c l a s s i f i e d  
a s  i n s u r a n c e  and would be p r o h i b i t e d  by t h e  Ar izona  



i n s u r a n c e  code  s i n c e  o n l y  an  i n s u r a n c e  company can  
p r o v i d e  cove rage  under t h e  c u r r e n t  l a w .  I f  such  
i n d i v i d u a l  r i s k  p o o l s  were deve loped ,  r e g u l a t i o n  would 
be needed t o  a s s u r e  f i n a n c i a l  s t a b i l i t y  and p r o p e r  
performance.  I n  a d d i t i o n ,  f o r  such  an a r rangement  t o  
become r e a l i t y ,  many d i f f e r e n t  f a c e t s  o f  i ts  purpose  and 
o p e r a t i o n  would have t o  be c a r e f u l l y  ana lyzed .  
De t e rmina t i on  o f  b e n e f i t  s t r u c t u r e  and r a t e  l e v e l s ;  
c o n t r i b u t i o n s  from i n s u r e d s ,  i n s u r e r s ,  employers ,  and 
t h e  s t a t e ;  and methods o f  cop ing  w i t h  e n t r a n c e  t o  and 
e x i t  from t h e  p o o l  are o n l y  a few o f  t h e  d e t a i l s  which 
would have t o  be  add re s sed .  

2. Delivery Systems 

a. Bealth Maintenance Organizations (HMOs) 

HMOs a r e  h e a l t h  p l a n s  which p r o v i d e  p r e p a i d ,  
c a p i t a t e d  med ica l  c a r e  t o  e n r o l l e d  members and which 
g u a r a n t e e  t h e  d e l i v e r y  o f  a f i x e d  set  o f  b e n e f i t s .  HMOs 
are r e g u l a t e d  as  h e a l t h  care s e r v i c e  o r s a n i z a t i o n s  by 
t h e  Ar izona  Department o f  I n s u r a n c e .  S i g n i f i c a n t  
r e g u l a t i o n  a l r e a d y  e x i s t s  and w h i l e  i n  g e n e r a l  t h e s e  
r e g u l a t i o n s  a r e  n o t  s i g n i f i c a n t  o b s t a c l e s  t o  HMO 
a c t i v i t i e s ,  a t  l e a s t  one  e x i s t i n g  r e g u l a t i o n  may impede 
HMOs' a b i l i t y  to  add long  term care b e n e f i t s .  I n  o r d e r  
t o  o f f e r  membership t o  Medicare  e l e g i b l e  e l d e r l y ,  HMOs 
must comply w i t h  r e g u l a t i o n s  gove rn ing  Medicare  
supplement  p o l i c i e s  ( d e s c r i b e d  p r e v i o u s l y ) .  P r e s e n t  
Medicare  supplement  r e g u l a t i o n s  r e q u i r e  HMOs t o  c o v e r ,  
on a  c e r t a i n  p e r c e n t a g e  b a s i s ,  a l l  s e r v i c e s  and b e n e f i t s  
covered  by Medicare.  I n  t h e  p a s t ,  t h e r e  h a s  been a  
t r e n d  t o  mandate a l l  t y p e s  o f  b e n e f i t s  under t h e  l aws  
gove rn ing  h e a l t h  care s e r v i c e  o r g a n i z a t i o n s .  I n  t h e  
e v e n t  long  term care is o f f e r e d  by HMOs,  s imilar 
mandates may be  deve loped  t o  s p e c i f y  t h e  t y p e s  of  long  
term c a r e  which must be p rov ided .  I n  such  a  s i t u a t i o n ,  
HMOs cou ld  l o s e  t h e i r  a b i l i t y  t o  t a i l o r -make  b e n e f i t  
packages  f o r  t h e i r  members r e s u l t i n g  i n  fewer HMOs 
e n t e r i n g  t h e  l ong  term care m a r k e t .  

Many HMOs are c o n s i d e r i n g  t h e  e n r o l l m e n t  o f  more 
e l d e r l y  members f o r  a c u t e  c a r e  and long  term c a r e  
b e n e f i t s .  However, it is u n l i k e l y  t h a t  s i g n i f i c a n t  l o n g  
te rm care o p t i o n s  w i l l  be  marketed f o r  s e v e r a l  y e a r s .  
HMOs may be an  e f f e c t i v e  s o u r c e  o f  l ong  te rm care i n  t h e  
f u t u r e ;  however, a  g r e a t  d e a l  more s t u d y  needs  t o  be  
done towards  deve lop ing  s a t i s f a c t o r y  methods o f  
c o n t r o l l i n g  t h e  f i n a n c i a l  r i s k  a s s o c i a t e d  w i t h  such l ong  
term care coverage .  



b. Social  HMOs 

S o c i a l  HMOs (S/HMOs) a r e  based upon c o n v e n t i o n a l  
p repa id  c a p i t a t i o n  h e a l t h  p l a n s .  Yet,  S/HMOs a r e  
e x p e r i m e n t a l  i n  t h a t  t h e y  p rov ide  a l l  s e r v i c e s  pa id  by 
Medicare,  a s  w e l l  a s  o t h e r  b e n e f i t s  which may encourage 
s u b s t i t u t i o n  o f  ambulatory and home h e a l t h  c a r e  f o r  c a r e  
i n  h o s p i t a l s  and n u r s i n g  homes. S/HMOS a r e  c u r r e n t l y  
be ing  t e s t e d  i n  New York, Minnesota,  Oregon and 
C a l i f o r n i a .  S/HMOS emphasize comprehensive home care 
f o r  .chronic  o r  d i s a b l i n g  c o n d i t i o n s  which r e q u i r e  
r e h a b i l i t a t i o n ,  s u p p o r t  and maintenance c a r e  t h a t  may 
n o t  meet Medicare c r i t e r i a .  By p r o v i d i n g  p e r s o n a l  c a r e  
s e r v i c e s  a t  home, it is expec ted  t h a t  i n s t i t u t i o n a l i -  
z a t i o n  w i l l  be p reven ted ,  r e s u l t i n g  i n  g r e a t e r  p a t i e n t  
s a t i s f a c t i o n  and a tremendous c o s t  s a v i n g s  t o  t h e  h e a l t h  
p lan .  H o m e  c a r e  b e n e f i t s  may i n c l u d e  med ica l  
t r a n s p o r t a t i o n ,  home d e l i v e r e d  meals ,  a d u l t  day c a r e ,  
and homemaker s e r v i c e s ,  a s  w e l l  a s  n u r s i n g ,  t h e r a p y  and 
home h e a l t h  a i d  s e r v i c e s .  

The u t i l i z a t i o n  o f  S/HMO b e n e f i t s  is c o n t r o l l e d  by 
s t r o n g  case management, copayment r equ i r emen t s  f o r  
e n r o l l e e s  and b e n e f i t  c e i l i n g s .  I t  is impor t an t  t o  n o t e  
t h a t  S/HMO b e n e f i t s  a r e  l i k e l y  t o  cover  o n l y  p a r t  o f  t h e  
c o s t s  f o r  t h e  most impaired members, e s p e c i a l l y  t h o s e  
need ing n u r s i n g  home c a r e .  Community and home-based 
b e n e f i t s  a r e  renewable a n n u a l l y ,  b u t  i n s t i t u t i o n a l i z e d  
c a r e  is n o t  a lways renewable.  

The e f f i c i e n c y  o f  S/HMOS i n  p rov id ing  long term 
c a r e  b e n e f i t s  and c o n t r o l l i n g  t h e  a s s o c i a t e d  f i n a n c i a l  
r i s k  remains  t o  be determined.  The e x p e r i m e n t a l  S/HMOs 
have been i n  o p e r a t i o n  f o r  o n l y  a s h o r t  t i m e .  Adding 
social  s e r v i c e s  t o  t h e  more i n t e n s i v e  h e a l t h  c a r e  
s e r v i c e s  of  t h e  HMO makes t h e  S/HMO'S r i s k  c o n t r o l  t a s k  
a l l  t h e  more c h a l l e n g i n g .  Recognizing t h a t  HMOs can  
p rov ide  a c u t e  c a r e  b e n e f i t s  e f f i c i e n t l y ,  t h o s e  
p a r t i c i p a t i n g  i n  t h e  e x p e r i m e n t a l  p r o j e c t  f e e l  S/HMOs 
should be a b l e  t o  p r o v i d e  less than  a c u t e  c a r e  b e n e f i t s  
e f f i c i e n t l y  a s  w e l l .  

c.  Preferred Provider Organization (PPOs) 

PPOs a r e  o rgan ized  a r rangements  i n  which member 
groups  r e c e i v e  d i s c o u n t e d  f e e - f o r - s e r v i c e  c a r e .  A PPO 
c o n t r a c t  g i v e s  members o f  t h e  covered  groups  a f i n a n c i a l  
i n c e n t i v e  t o  use  p r o v i d e r s  on a p r e f e r r e d  l i s t .  Because 
of  f a v o r a b l e  agreements  n e g o t i a t e d  w i t h  p r o v i d e r s ,  a PPO 
can p r o v i d e  medica l  coverage  f o r  a p l a n  a t  t e n  t o  twenty 
pe r  c e n t  below normal c o s t .  These agreements  u s u a l l y  
i n c o r p o r a t e  d i s c o u n t s  and c o n t r o l s  on i n f l a t i o n  and 



u t i l i z a t i o n .  A t  t h e  p r e s e n t  t i m e ,  t h e r e  is no s t a t e  
r e g u l a t i o n  o f  PPOs. The PPO s y s t e m  is r e l a t i v e l y  new 
and p r i m a r i l y  o r g a n i z e d  t o  a t t r a c t  employed,  working a g e  
i n d i v i d u a l s .  T h e r e f o r e ,  a t  t h i s  t i m e ,  PPOs have  l i t t l e  
p o t e n t i a l  f o r  t h e  e l d e r l y  l o n g  term c a r e  u s e r ,  

d. L i f e  C a r e  Communities: 

L i f e  care communi t ies  f o r  t h e  e l d e r l y  are u s u a l l y  
r e s i d e n t i a l  h o u s i n g  programs which a lso  p r o v i d e  s h o r t  
and l o n g  term n u r s i n g  care w i t h i n  a  c o n t i n u i n g  care 
community n u r s i n g  u n i t .  These  f a c i l i t i e s  r e q u i r e  a 
month ly  s e r v i c e  f e e  and may a l s o  r e q u i r e  a n  u p - f r o n t  
payment f o r  t h e  r e s i d e n t i a l  l i v i n g  u n i t ,  A r e s i d e n t  of 
t h e  f a c i l i t y  who must  b e  t r a n s f e r r e d  f rom a  h o u s i n g  u n i t  
to  a n u r s i n g  home is g u a r a n t e e d  payment f o r  t h e  n u r s i n g  
home care. L i f e  c a r e  communi t ies  c a n  be q u i t e  e x p e n s i v e  
w i t h  t h e  i n i t i a l  endowment or " f r o n t  end" payment f o r  a  
r e s i d e n t i a l  u n i t  v a r y i n g  from $50,000 t o  $100,0001 p l u s  
a monthly  s e r v i c e  f e e  o f  $400 t o  $1,500. 

L i f e  care communi t ies  a r e  r e g u l a t e d  by t h e  A r i z o n a  
Depar tment  o f  I n s u r a n c e  and t h e  A r i z o n a  Depar tment  of 
H e a l t h  S e r v i c e s ,  w i t h  t h e  l a t t e r  agency  b e i n g  
r e s p o n s i b l e  f o r  r e g u l a t i n g  t h e  s e p a r a t e l y  l i c e n s e d  
n u r s i n g  home a s s o c i a t e d  w i t h  t h e  l i f e  care f a c i l i t y .  
L i f e  care communi t ies  a r e  n o t  a n  a l t e r n a t i v e  f o r  many 
s e n i o r  c i t i z e n s  b e c a u s e  o f  t h e  h i g h  cost a s s o c i a t e d  w i t h  
t h e  endowment and monthly  s e r v i c e  f e e .  ~ d d i t i o n a l l y r  
t h e  r e s i d e n t s  of l i f e  care communi t i e s  a r e  g e n e r a l l y  
t h o s e  p e r s o n s  who a r e  " a g i n g  well" ,  i n  f u l l  p o s s e s s i o n  
o f  t h e i r  f a c u l t i e s ,  who a r e  i n t e r e s t e d  i n  m a i n t a i n i n g  
c o n t i n u i t y  w i t h  t h e i r  local community and p e e r s .  
However, t h e  Task F o r c e  acknowledges  t h a t  f o r  t h o s e  
s e n i o r s  who have  s u f f i c i e n t  f u n d s ,  l i f e  c a r e  communi t ies  
a re  a  v i a b l e  and a t t r a c t i v e  o p t i o n  f o r  l o n g  term c a r e  
costs i n  t h e  n u r s i n g  home. 

3 .  F i n a n c i n q  Mechanisms 

a .  Home E q u i t y  Convers ion :  

S e v e r a l  programs c u r r e n t l y  e x i s t  which e n a b l e  
s e n i o r s  who f u l l y  own o r  n e a r l y  own t h e i r  own homes t o  
c o n t i n u e  l i v i n g  i n  t h o s e  homes w h i l e  r e c e i v i n g  u p - f r o n t  
and on-going monthly  payments  based  on t h e  e q u i t y  i n  
t h e i r  homes. These  programs a r e  g e n e r a l l y  r e f e r r e d  t o  
a s  home e q u i t y  c o n v e r s i o n s .  T h e r e  a r e  no s t a t e  a g e n c i e s  
h a v i n g  any s i g n i f i c a n t  r e g u l a t o r y  a u t h o r i t y  o v e r  home 
e q u i t y  c o n v e r s i o n  o p t i o n s .  T h e r e  is,  however,  f e d e r a l  
r e g u l a t i o n  o f  t h e  s a v i n g s  and l o a n  i n s t i t u t i o n s  o r  
l e n d i n g  a g e n c i e s  which would make home e q u i t y  l o a n s .  



I t  is t h e  view of t h e  Task Fo rce  t h a t  a d d i t i o n a l  
r e g u l a t i o n  w i l l  u l t i m a t e l y  be needed f o r  home e q u i t y  
c o n v e r s i o n  programs. A t  t h e  l e a s t ,  t h e r e  shou ld  be a  
r equ i r emen t  t h a t  any p o t e n t i a l  u s e r  o f  t h i s  p r o d u c t  be 
c a r e f u l l y  counse l ed  because  o f  t h e  compiex i t y  i n  
s e l e c t i n g  t h e  b e s t  t y p e  o f  home e q u i t y  a r rangement  f o r  
t h e  i n d i v i d u a l  and because  o f  t h e  impact  o f  such  a  
c o n v e r s i o n  on t h e  b o r r o w e r ' s  e s t a t e .  Another major 
b a r r i e r  t o  t h e  home e q u i t y  c o n v e r s i o n  is n o t  t h e  
p r e s e n c e  o r  absence  o f  r e g u l a t i o n ,  b u t  t h e  l i m i t e d  
i n t e r e s t  by banks  and o t h e r  l e n d e r s  i n  making home 
e q u i t y  l o a n s .  When compared t o  o r d i n a r y  home l o a n s ,  t h e  
l e n d e r  must p r o v i d e  f a r  more c o u n s e l i n g  and i n f o r m a t i o n  
and be  w i l l i n g  t o  make less p r o f  it on t h e  l oan .  H o m e  
e q u i t y  c o n v e r s i o n s  a r e ,  n e v e r t h e l e s s ,  a u s e f u l  f i n a n c i n g  
mechanism f o r  p e o p l e  who have s u b s t a n t i a l  e q u i t y  i n  
t h e i r  home and want t o  remain - i n  t h e  home, b u t  need 
a d d i t i o n a l  f unds  t o  pay f o r  t h e  long  te rm c a r e  of  a 
f a m i l y  member. 

b. Individual Retirement Accounts (I-) : 

I R A s  a r e  p a r t  o f  a mechanism whereby p r e t a x  income 
c a n  be d e p o s i t e d  i n  an  a c c o u n t  w i t h  income t a x e s  on t h e  
i n t e r e s t  e a r n i n g s  d e f e r r e d  u n t i l  t h e  money is withdrawn, 
no rma l ly  a f t e r  r e t i r e m e n t .  Such f u n d s  cou ld  be used t o  
pay f o r  l ong  term care expenses .  I R A s  a r e  r e g u l a t e d  by 
t h e  Ar izona  Department o f  Banking a s  w e l l  as  by t h e  
S e c u r i t i e s  D i v i s i o n  o f  t h e  C o r p o r a t i o n  Commission and 
f e d e r a l  r e g u l a t i o n s .  Any i n d i v i d u a l  can  s e t  up an IRA 
accoun t  w i t h  t h e  i n t e n t  o f  wi thdrawing t h e  money when 
n e c e s s a r y  f o r  long  term care. 

While a d d i t i o n a l  r e g u l a t i o n s  a r e  n o t  r e q u i r e d  f o r  
t h i s  t y p e  o f  fund ing  o p t i o n ,  t h e  Task Fo rce  r e c o g n i z e s  
t h e  need f o r  p u b l i c  e d u c a t i o n  i n  t h i s  a r e a .  I n d i v i d u a l s  
must be  made aware ,  d u r i n g  t h e  e a r l y  s t a g e s  o f  f i n a n c i a l  . 
and es ta te  p l a n n i n g ,  t h a t  I R A  a c c o u n t s  c an  be used t o  
meet t h e  h i g h  c o s t s  a s s o c i a t e d  w i t h  long  term c a r e .  

c. Employee Benefit Plans (Pensions) : 

Most employee b e n e f i t  p l a n s  p r o v i d e  f o r  a  p e n s i o n  
which is u s u a l l y  i n  t h e  form o f  an a n n u i t y  ( a l r e a d y  
d i s c u s s e d ) .  These pens ion  programs a r e  c o n t r o l l e d  under 
t h e  F e d e r a l  Employee Re t i r emen t  Income S e c u r i t y  A c t  o f  
1974 (ERISA). A s  such ,  t h e s e  p l a n s  a r e  exempt from 
s t a t e  r e g u l a t i o n  because  t h e  p e n s i o n  component o f  an  
employer b e n e f i t  package is employer g e n e r a t e d  and t h e r e  
is no a s s o c i a t i o n  w i t h  i n s u r a n c e  p r o d u c t s .  A s  w i t h  t h e  
above o p t i o n s ,  t h e  pens ion  is a  s o u r c e  o f  f unds  t h a t  i n  
l a t e r  y e a r s  cou ld  be used f o r  long  te rm c a r e .  One 



p o t e n t i a l  o p t i o n  to  i n c r e a s e  t h e  p r i v a t e  f i n a n c i n g  of 
l o n g  term c a r e  would b e  t o  a l l o w  i n d i v i d u a l s  t o  e lect  a  
v a r i a t i o n  on a  l i f e  a n n u i t y .  Under t h i s  o p t i o n ,  
i n d i v i d u a l s  would be  a b l e ,  a t  t h e i r  own d i s c r e t i o n ,  t o  
r e c e i v e  a n  e x t r a  y e a r ' s  p e n s i o n  a t  any t i m e .  T h i s  
o p t i o n  d o e s  n o t  r e d u c e  t h e  p r e s e n t  v a l u e  o f  o n e ' s  
p e n s i o n  b e n e f i t s ,  b u t  s i m p l y  m o d i f i e s  t h e  t i m i n g  o f  t h e  
b e n e f i t  payments .  Any f u n d s  n o t  used  f o r  l o n g  term c a r e  
c o u l d  be used f o r  o t h e r  p u r p o s e s  or become p a r t  of o n e ' s  
s t a t e .  I t  is o u r  v iew t h a t  a d d i t i o n a l  s t a t e  r e g u l a t i o n s  
are n o t  needed for s u c h  v a r i a t i o n s  of p e n s i o n  b e n e f i t s  
t o  be  d e v e l o p e d  as l o n g  term care f i n a n c i n g  
mechanisms. 

MARKETING AND CONSUMER EDUCATION 

A s  s tated p l e v i o u s l y ,  consumer e d u c a t i o n  h a s  been  
i d e n t i f i e d  a s  a  major b a r r i e r  t o  t h e  deve lopment  o f  e f f e c t i v e ,  
a f f o r d a b l e  l o n g  term care i n s u r a n c e .  The Task F o r c e  r e c o g n i z e s  
t h i s  l a c k  o f  consumer e d u c a t i o n  encompasses  a l l  a g e  g roups .  F o r  
example,  younger  i n d i v i d u a l s  and t h e i r  f a m i l i e s  ( a g e s  t w e n t y - f i v e  
t o  f o r t y )  d o  n o t  u n d e r s t a n d  t h e  need for f i n a n c i a l  p l a n n i n g  i n  
o r d e r  t o  meet t h e i r  p o t e n t i a l  l o n g  term care n e e d s  i n  what w i l l  
p r o b a b l y  be t h e  d i s t a n t  f u t u r e .  T h i s  same g r o u p  a l s o  d o e s  n o t  
r e c o g n i z e  t h e  p o s s i b i l i t y  of someday h a v i n g  a c h i l d  or o t h e r  
d e p e n d e n t  who may r e q u i r e  l o n g  term c a r e  d u e  t o  p h y s i c a l  or 

@ m e n t a l  impairment .  

The n e x t  a g e  c a t e g o r y ,  a g e s  f o r t y - o n e  t o  s i x t y - f o u r ,  a r e  
t y p i c a l l y  i n  a  t r a n s i t i o n a l  p e r i o d .  These  i n d i v i d u a l s  may b e  
r e s p o n s i b l e  f o r  t h e  l o n g  term c a r e  n e e d s  o f  t h e i r  p a r e n t s  and /o r  
g r a n d p a r e n t s .  Thus,  w h i l e  t h i s  g r o u p  may b e  more aware  of t h e  
p rob lems  a r i s i n g  from t h e  l a c k  of a d e q u a t e  l o n g  t e r m  c a r e  
f i n a n c i n g ,  t h e y  may n o t  have  t h e  f i n a n c i a l  c a p a c i t y  t o  p r o v i d e  
f o r  t h e i r  own f u t u r e  l o n g  term c a r e  needs .  

More t h a n  any  o t h e r  g r o u p  o f  i n s u l a n c e  p u r c h a s e r s ,  
however,  t h e  e l d e r l y  d o  n o t  have  a n  a d e q u a t e  u n d e r s t a n d i n g  of 
t h e i r  i n s u r a n c e  c o v e r a g e s  and t h e  h e a l t h  c a r e  r i sks  t h e y  f a c e ,  
r e s u l t i n g  i n  a  g e n e r a l  i n a b i l i t y  t o  e f f e c t i v e l y  a r r a n g e  for l o n g  
term care p r o t e c t i o n .  For  example,  i n  a s u r v e y  o f  i t s  membership 
conduc ted  i n  1984,  t h e  American A s s o c i a t i o n  o f  ~ e t i r e d  P e r s o n s  
(AARP) found t h a t  e i g h t y  p e r  c e n t  o f  i ts  membership t h o u g h t  t h e y  
had l o n g  term c a r e  c o v e r a g e  under Medicare .  A l m o s t  f i f t y  p e r  c e n t  
o f  t h e s e  p e o p l e  t h o u g h t  t h e y  had a d e q u a t e  c o v e r a g e  under  t h e i r  
p r i v a t e  Medica re  Supplement  p o l i c i e s .  Of c o u r s e ,  Medica re  and 
Medicare  Supplement  p o l i c i e s  a c t u a l l y  c o v e r  o n l y  s h o r t  t e r m  
n u r s i n g  home care f o r  t h o s e  r e c u p e r a t i n g  f rom a h o s p i t a l  s t a y .  
When q u e s t i o n e d  a b o u t  g a p s  i n  t h e i r  i n s u r a n c e  c o v e r a g e ,  o n l y  t w o  
p e r  c e n t  o f  t h e  AARP members ment ioned t h e  lack o f  e x t e n d e d  care 
b e n e f i t s .  T h i s  s u r v e y  documents  t h e  w i d e s p r e a d  c o n f u s i o n  a b o u t  



long  te rm c a r e  f i n a n c i n g ,  and h i g h l i g h t s  t h e  need f o r  an  
immediate,  e f f e c t i v e  consumer e d u c a t i o n  program. 

There  is a l s o  a  p r e f e r e n c e  among t h e  e l d e r l y ,  a s  w i t h  
a l l  i n s u r a n c e  consumers,  f o r  " f i r s t  d o l l a r "  coverage .  C u r r e n t l y ,  
t h e  g a p - f i l l i n g  i n s u r a n c e  p r o d u c t s  which dominate  t h e  p r i v a t e  
h e a l t h  i n s u r a n c e  market  f o r  t h e  e l d e r l y  indemnify  i n s u r e d s  f o r  
t h e  d e d u c t i b l e s  and copayments r e q u i r e d  by Medicare.  Pu rchase  o f  
t h e s e  p o l i c i e s  may, however, l i m i t  t h e  amount o f  money a v a i l a b l e  
f o r  pu rchas ing  o t h e r  i n s u r a n c e  p r o d u c t s  such  a s  l o n g  term care 
p o l i c i e s .  Again,  t h i s  h i g h l i g h t s  t h e  need f o r  an  e d u c a t i o n a l  
program which w i l l  p r o v i d e  s e n i o r s  w i th  i n f o r m a t i o n  r e g a r d i n g  t h e  
need f o r  bo th  t y p e s  o f  cove rage  -- b o t h  " f i r s t  d o l l a r "  and 
" c a t a s t r o p h i c "  -- and which w i l l  a s s i s t  s e n i o r s  i n  making t h e  
b e s t  u s e  o f  t h e i r  funds .  

A s t u d y  f o r  t h e  Uni ted  S t a t e s  Department o f  H e a l t h  and 
Human S e r v i c e s ,  p u b l i s h e d  i n  J a n u a r y ,  1985,  p r o j e c t e d  t h a t  f o r t y -  
seven  p e r  c e n t  o f  p e o p l e  between t h e  a g e s  o f  s i x t y - s e v e n  and 
s i x t y - n i n e  hav ing  a s s e t s  o f  a t  l e a s t  $3,000 would buy l ong  term 
care i n s u r a n c e  i f  it c o s t  t e n  pe r  c e n t  o r  less  o f  t h e i r  a n n u a l  
income. Tha t  would r e d u c e  f e d e r a l  government e x p e n d i t u r e s  f o r  
l ong  term care by a s  much a s  twen ty - th r ee  pe r  c e n t  -- o r  n i n e  
b i l l i o n  d o l l a r s  -- ove r  a  t h i r t y - f  i v e  y e a r  p e r i o d .  Using a  more 
c o n s e r v a t i v e  assumpt ion  t h a t  p e o p l e  would pu rchase  t h e  i n s u r a n c e  
o n l y  i f  t h e  premiums c o s t  less t h a n  f i v e  p e r  c e n t  o f  t h e i r  a n n u a l  
income, t h e  s t u d y  found t h a t  twenty-one p e r  c e n t  o f  t h e  same @ group  would buy t h e  i n s u r a n c e ,  p roduc ing  abou t  an  e i g h t  p e r  c e n t  
s a v i n g s  o f  f e d e r a l  d o l l a r s  ove r  t h e  same p e r i o d .  W e  can  
conc lude ,  based on t h i s  s t u d y ,  t h a t  a  v i a b l e ,  i n t e r e s t e d  m a r k e t  
f o r  p r i v a t e  long  term c a r e  i n s u r a n c e  cove rage  cou ld  be deve loped  
i f  consumers were made aware o f  t h e i r  p o t e n t i a l  l ong  term care 
needs .  

R e g u l a t o r s  and i n s u r e r s  have been r e l u c t a n t  t o  i n s t i t u t e  
e d u c a t i o n a l  programs r e g a r d i n g  l ong  term care f i n a n c i n g ,  because  
s o  few a l t e r n a t i v e s  have been a v a i l a b l e .  With t h e  i n c r e a s e  i n  
t h e  number o f  f i n a n c i n g  a l t e r n a t i v e s ,  such  a s  t h e  i n c r e a s e d  
number o f  n u r s i n g  home indemni ty  p r o d u c t s  now a v a i l a b l e  i n  
Ar izona ,  and growing i n t e r e s t  i n  home e q u i t y  c o n v e r s i o n s  and l i f e  
c a r e  communit ies ,  t h e  need f o r  an  o r g a n i z e d ,  f o r m a l  e d u c a t i o n a l  
program is e v i d e n t .  

V I P .  TAX INCENTIVES 

Tax i n c e n t i v e s  may be a  t o o l  f o r  encourag ing  development  
and a v a i l a b i l i t y  o f  long  term c a r e  i n su rance .  Too o f t e n ,  
however, t a x  i n c e n t i v e s  a r e  viewed a s  an  answer t o  accompl i sh  an  
economic o r  s o c i a l  purpose .  



Tax i n c e n t i v e s  may be a  way t o  i n f l u e n c e  o r  a f f e c t  
i n s u r a n c e  pu rchase  d e c i s i o n s  by p o t e n t i a l  consumers.  I t  is n o t  
presumed t h a t  t a x  laws a c t  a s  a  b a r r i e r  t o  t h e  a v a i l a b i l i t y  o f  
t h i s  i n s u r a n c e ,  b u t  t h a t  t h e  c o s t  o f  t h e  i n s u r a n c e  o r  a b i l i t y  t o  
pu rchase  t h e  i n s u r a n c e  cou ld  be made more a t t r a c t i v e  t h rough  t a x  
i n c e n t i v e s .  

Tax p r e f e r e n c e s  f o r  t h e  e l d e r l y  a r e  n o t  new. F e d e r a l  
and s t a t e  t a x  laws a l r e a d y  p r o v i d e  s p e c i a l  t r e a t m e n t  d e s i g n e d  t o  
i n c r e a s e  t h e  spending  power o f  e l d e r l y  and d i s a b l e d  pe r sons .  
F e d e r a l  income t a x  laws, f o r  example,  p r o v i d e  an  a d d i t i o n a l  
p e r s o n a l  exemption a l l owance  f o r  t h o s e  s i x t y - f i v e  and o v e r ,  a l l o w  
s p e c i a l  c a p i t a l  g a i n s  t a x  t r e a t m e n t  when t h e  e l d e r l y  s e l l  t h e i r  
r e s i d e n c e s ,  and encourage  s a v i n g s  f o r  r e t i r e m e n t  th rough  IRAs. 
C u r r e n t  Ar izona  income t a x  law a d o p t s  t h e  f e d e r a l  c a p i t a l  g a i n s  
and IRA t r e a t m e n t .  S p e c i f i c a l l y ,  Ar izona  p r o v i d e s  a  d e d u c t i o n  o f  
$800 f o r  income t a x  pu rposes  f o r  a t a x p a y e r  who pays  more t h a n  
one-quar te r  o f  t h e  c o s t  o f  m a i n t a i n i n g  an  i n d i v i d u a l  aged s i x t y -  
f i v e  o r  over  i n  a n u r s i n g  c a r e  i n s t i t u t i o n  o r  s u p e r v i s o r y  c a r e  
home, o r  an  a d u l t  f o s t e r  c a r e  home. The d e d u c t i o n  is a l s o  
a v a i l a b l e  i f  t h e  t a x p a y e r  makes  payments o f  $800 o r  more f o r  home 
h e a l t h  care o r  o t h e r  t y p e s  o f  med ica l  care f o r  a n  i n d i v i d u a l  who 
is n o t  i n s t i t u t i o n a l i z e d .  

A d d i t i o n a l  t a x  i n c e n t i v e s  cou ld  f u r t h e r  enhance t h e  
spending  a b i l i t y  o f  t h e  e l d e r l y  and f a m i l i e s  who a r e  i n  need o f  @ l ong  term c a r e  s e r v i c e s .  T h i s  c o u l d  s e r v e  a d u a l  purpose .  
F i r s t ,  t h e  i n c e n t i v e s  would i n c r e a s e  t h e  funds  t a x p a y e r s  migh t  
have a v a i l a b l e  t o  p u r c h a s e  l ong  term c a r e  i n s u r a n c e .  Secondly ,  
i f  more e l d e r l y  i n d i v i d u a l s  c an  a f f o r d  and pu rchase  t h e  i n s u r -  
ance ,  t h e  i n c r e a s e d  p a r t i c i p a t i o n  w i l l  p o t e n t i a l l y  r e s u l t  i n  
d e c r e a s e d  o v e r a l l  c o s t s  o f  t h e  i n su rance .  

Tax i n c e n t i v e s  cou ld  a l s o  draw a t t e n t i o n  t o  t h e  r i s k s  o f  
need ing  long  term c a r e .  The ave rage  l i f e  expec t ancy  c o n t i n u e s  t o  
grow, making t h e  p r o b a b i l i t y  o f  need ing  long  term c a r e  much 
g r e a t e r  f o r  l a r g e r  numbers o f  peop le .  Wi thou t  p rope r  cove rage  o r  
i ncome /a s se t s  t o  pay f o r  t h e  c o s t s ,  many e l d e r l y  and t h e i r  
f a m i l i e s  cou ld  be  f i n a n c i a l l y  d e v a s t a t e d  by t h e  unplanned,  
expens ive  n a t u r e  o f  t h e  care r e q u i r e d .  Tax i n c e n t i v e s  may h e l p  
draw a t t e n t i o n  t o  t h i s  f u t u r e  r i s k  and encourage  t a x p a y e r s  t o  
take p r e v e n t i v e  a c t i o n .  

Tax i n c e n t i v e s  can  be  t a r g e t e d  t o  a f f e c t  a  p a r t i c u l a r  
group.  The wea l thy  may be a b l e  t o  a f f o r d  t h e  care needed ,  b u t  
low and lower midd le  income p e r s o n s  and f a m i l i e s  may n o t  be a b l e  
t o  a f f o r d  cove rage  w i t h o u t  a i d .  Income t a x  i n c e n t i v e s  i n  t h e  
form o f  d e d u c t i o n s  o r  c r e d i t s ,  d i r e c t e d  toward t h o s e  t r u l y  i n  
need o f  f i n a n c i a l  a s s i s t a n c e ,  might  a l l o w  more o f  t h e s e  p e r s o n s  
t o  p r o t e c t  t hemse lves  r a t h e r  t h a n  f a l l  i n t o  government a s s i s t a n c e  
programs l a t e r  when t h e y  can  no l o n g e r  a f f o r d  t o  c a r e  f o r  



themse lves .  T a r g e t i n g  s p e c i f i c  g r o u p s  would minimize  t h e  loss  of 
t a x  d o l l a r s  w h i l e  b r o a d e n i n g  t h e  b a s e  o f  t h o s e  who c o u l d  a f f o r d  @ p r i v a t e  c o v e r a g e .  

The a d v a n t a g e s  t h a t  some t a x  p r e f e r e n c e  would g i v e  
toward t h e  development  and a v a i l a b i l i t y  o f  l o n g  term care 
i n s u r a n c e  must be  weighed a g a i n s t  t h e  d i s a d v a n t a g e s .  T h e r e  h a s  
been growing s e n t i m e n t  a g a i n s t  t h e  p r o l i f e r a t i o n  of t a x  incen-  
t i v e s  and t h e  e r o s i o n  of t h e  t a x  b a s e .  Only  i f  a n  i n c e n t i v e  is 
cost e f f e c t i v e  s h o u l d  it be a d o p t e d ,  I t  is beyond t h e  s c o p e  of 
t h i s  s t u d y  t o  make t h e  d e t e r m i n a t i o n  o f  t h e  cost  e f f e c t i v e n e s s  of 
t h e  v a r i o u s  i n c e n t i v e s  ment ioned l a te r ,  The f o l l o w i n g  a r e  s i m p l y  
p o i n t s  which s h o u l d  be  c o n s i d e r e d  p r i o r  t o  formal a d o p t i o n  of a  
t a x  p r e f e r e n c e  program f o r  l o n g  tegm care i n s u r a n c e .  

F i r s t ,  i nnumerab le  f a c t o r s  are i m p o r t a n t  i n  t h e  d e c i s i o n  
t o  buy i n s u r a n c e .  C u r r e n t  h e a l t h ,  income s t a b i l i t y ,  n e t  wor th ,  
p r i o r  knowledge o r  e x p e r i e n c e  r e g a r d i n g  t h e  need for l o n g  term 
care, p e r c e p t i o n s  o f  o n e ' s  own f u t u r e  h e a l t h ,  u n d e r s t a n d i n g  of 
o t h e r  medical cost p r o t e c t i o n s  ( s u c h  a s  Medica re  and AHCCCS), and 
a  p e r s o n ' s  l i f e s t y l e  a r e  j u s t  a  few o f  t h e  v a r i a b l e s  t h a t  w i l l  
i n f l u e n c e  a  d e c i s i o n ,  T h e r e  is no  g u a r a n t e e  t h a t  a  t a x  i n c e n t i v e  
w i l l  a c h i e v e  a n  i n t e n d e d  o b j e c t i v e .  

Second,  s t a t e  income t a x  i n c e n t i v e s  w i t h o u t  comparab le  
o r  p a r a l l e l  f e d e r a l  i n c e n t i v e s  would p o s s i b l y  b e  i n e f f e c t i v e  

@ b e c a u s e  o f  r e l a t i v e l y  low s t a t e  t a x  rates. Some of t h e  v a r i o u s  
t a x  p r e f e r e n c e s  f o r  t h e  e l d e r l y  were ment ioned e a r l i e r  i n  t h i s  
S tudy.  They a l l  s e r v e  t o  r e d u c e  s t a t e  t a x e s  on t h e  e l d e r l y .  
W i t h  a  maximum r a t e  f o r  i n d i v i d u a l s  o f  o n l y  e i g h t  p e r  c e n t ,  
compared to  f e d e r a l  r a t e s  t h a t  r a n g e  from f o u r t e e n  t o  f i f t y  p e r  
c e n t ,  most i n d i v i d u a l  t a x p a y e r s  c a n n o t  a c h i e v e  much r e a l  t a x  
re l ief  from s t a t e  i n c e n t i v e s  a l o n e .  P e r s o n s  w i t h  t h e  g r e a t e s t  
need f o r  a s s i s t a n c e ,  t h e  low income e a r n e r s ,  a l r e a d y  pay l i t t l e  
o r  no s t a t e  t a x .  

T h i r d ,  t h e  f a i r n e s s  of any t a x  i n c e n t i v e  would be 
d i f f i c u l t  t o  e n s u r e .  Some i n v e s t m e n t  income is n o t  t a x e d  by t h e  
s t a t e s .  The income on  which a n  i n c e n t i v e  m i g h t  be  based  may n o t  
r e f lec t  t r u e  f i n a n c i a l  a b i l i t y  of t h e  t a x p a y e r .  To a t t e m p t  t o  
p u t  a l l  t a x p a y e r s  on  a  l e v e l  b a s i s  would g r e a t l y  i n c r e a s e  t h e  
c o m p l e x i t y  o f  f i l i n g  and t h e  costs o f  a d m i n i s t e r i n g  t h e  
i n c e n t i v e .  

F o u r t h ,  many i n c e n t i v e s  a r e  used  by r e c i p i e n t s  for 
u n i n t e n d e d  p u r p o s e s ,  or a r e  g i v e n  t o  p e r s o n s  who have  no 
d e m o n s t r a t e d  need.  To a v o i d  t h e s e  p i t f a l l s ,  an  i n c e n t i v e  s h o u l d  
e x p l i c i t l y  t a r g e t  t h e  p e r s o n s  and t h e  s u b j e c t  t o  b e  g i v e n  s p e c i a l  
t a x  t r e a t m e n t .  T a r g e t i n g ,  however,  h a s  i t s  own s h o r t c o m i n g s .  
For  example,  t a r g e t i n g  may unknowingly i g n o r e  a l t e r n a t i v e s  and 
l i m i t  development  t o  programs t h a t  a r e  a i d e d  by t h e  i n c e n t i v e s .  @ N e w  c o n c e p t s  o r  a l t e r n a t i v e  a p p r o a c h e s  t o  a  p rob lem w i l l  r e c e i v e  



f a r  less  a t t e n t i o n .  T h i s  would d i s c o u r a g e  economic e f f i c i e n c y .  

F i n a l l y ,  tax-based i n c e n t i v e s  a r e  b e i n g  more cr it  j c a l l y  
examined i n  l i g h t  o f  a  t i g h t  f i s c a l  o u t l o o k  f o r  Arlzona.  
P r e f e r e n t i a l  t a x  t r e a t m e n t  f o r  some r educe  t h e  l e v e l  o f  t a x  
r e c e i p t s  and r a i s e s  t h e  f i n a n c i a l  burden f o r  o t h e r  t a x p a y e r s .  
T h i s  is magni f ied  many times when an  i n c e n t i v e  is abused.  Un le s s  
s u b s t a n t i a l  p r o t e c t i o n s  a r e  b u i l t  i n t o  t h e  r e p o r t i n g  sys tem,  t h e  
c o s t s  c an  o f t e n  e s c a l a t e  w h i l e  l i t t l e  o f  t h e  b e n e f i t s  may 
a c t u a l l y  be used f o r  l ong  term care i n s u r a n c e .  

The Task Fo rce  conc luded  t h a t  e x i s t i n g  s t a t e  t a x  laws do  
n o t  impede t h e  development o f  long  term care in su rance .  Given 
t h e  amount o f  i n t e r e s t  i n  d e v e l o p i n g  long  term care p o l i c i e s  
c u r r e n t l y  demons t ra ted  by t h e  i n s u r a n c e  i n d u s t r y ,  t h e r e  is e v e r y  
i n d i c a t i o n  t h a t  marke t  demand w i l l  r e s u l t  i n  t h e  development o f  a  
broad r a n g e  o f  p o l i c i e s  w i t h o u t  t h e  n e c e s s i t y  o f  p r o v i d i n g  t a x  
i n c e n t i v e s  t o  t h e  p u b l i c  o r  i n s u r e r s .  

V I I I .  STATE AND FEDERAL ACTIVITY 

I n  c o n j u n c t i o n  w i t h  t h e  N a t i o n a l  ~ s s o c i a t i o n  o f  
I n s u r a n c e  Commissioners (NAIC) Long Term Care ~ d v i s o r y  
Committee, t h e  T a s k  Fo rce  reviewed s t a t e  and f e d e r a l  a c t i v i t y  i n  
t h e  long  term care a r ena .  Appendix A-2 t o  t h i s  r e p o r t  is a  

@ 
d e t a i l e d  o u t l i n e  o f  s t a t e  and f e d e r a l  e f f o r t s  t o  d a t e .  

A t  l e a s t  twen ty - f i ve  s t a t e s ,  i n c l u d i n g  Ar i zona ,  have 
proposed o r  a u t h o r i z e d  some t y p e  o f  s t u d y  o r  l e g i s l a t i o n  
r e g a r d i n g  long  term c a r e .  These e f f o r t s  r ange  from t h e  
e s t a b l i s h m e n t  o f  t a s k  f o r c e s  o r  s t u d y  commit tees  cha rged  w i t h  
e x p l o r i n g  t h e  a v a i l a b i l i t y  o f  long  term care i n s u r a n c e  and l ong  
term care d e l i v e r y  sys tems  t o  p a s s a g e  o f  l e g i s l a t i o n  which 
r e q u i r e s  h e a l t h  i n s u r e r s  t o  e x t e n d  cove rage  t o  p a r e n t s  o f  t h e  
i n s u r e d  who r e s i d e  i n  t h e  i n s u r e d ' s  home. S e v e r a l  s t a t e s  have 
proposed l e g i s l a t i o n  which r e l a t e s  t o  t a x  c r e d i t s  o r  t a x  
exemptions.  For  example, Minnesota  h a s  c o n s i d e r e d  l e g i s l a t i o n  
which would exempt from t h e  s t a t e  income t a x  t h e  p e n s i o n  income 
which is used t o  pu rchase  l ong  term c a r e  i n s u r a n c e .  

A l e s s o n  i n  t h e  problems su r round ing  t h e  "over-  
r e g u l a t i o n "  o f  long  term care i n s u r a n c e  can  be g a t h e r e d  from t h e  
e x p e r i e n c e  o f  t h e  S t a t e  o f  Wisconsin .  I n  1981,  t h e  O f f i c e  o f  t h e  
Commissioner o f  I n s u r a n c e  i n  Wisconsin  promulgated a d m i n i s t r a t i v e  
r u l e  s t a n d a r d s  ( I n s .  3.46,  November 1, 1981) w h i c h  d e f i n e d  t h e  
t y p e  o f  n u r s i n g  home i n s u r a n c e  which might  be s o l d  w i t h i n  t h a t  
s t a t e .  The r u l e  s o u g h t  t o  r educe  a b u s e s  and c o n f u s i o n  a s s o c i a t e d  
w i t h  t h e  sa le  o f  n u r s i n g  home i n s u r a n c e  by p r o v i d i n g  f o r  minimum 
l e v e l s  o f  coverage .  Minimum cove rages  r e q u i r e d  by law inc luded  
minimum b e n e f i t s  o f  t e n  d o l l a r s  pe r  day;  d e d u c t i b l e s  n o t  t o  @ exceed s i x t y  days ;  l i f e t i m e  maximum o f  365 d a y s ;  and cove rage  o f  



c a r e  c e r t i f i e d  by a  p h y s i c i a n  a s  be ing  n e c e s s a r y .  I n  a d d i t i o n  
p o l i c i e s  cou ld  n o t  c o n t a i n  e x c l u s i o n s  which would l i m i t  l e v e l s  o f  
care; l i m i t  cove rage  t o  c a r e  r e c e i v e d  a s  a  r e s u l t  o f  s i c k n e s s  o r  
i n j u r y ;  o r  l i m i t  cove rage  t o  c a r e  r e c e i v e d  a f t e r  h o s p i t a l  
conf inement .  

The r e a c t i o n  o f  i n s u r e r s  t o  t h i s  r e g u l a t i o n  was 
immediate and d e v a s t a t i n g ;  a l l  b u t  one  cea sed  t o  o f f e r  any l ong  
te rm care i n s u r a n c e  w i t h i n  t h e  s t a te .  The s o l e  remain ing  i n s u r e r  
r a i s e d  its p r i c e s  and cea sed  a d v e r t i s i n g ,  c i t i n g  t h e  
" e x p e r i m e n t a l w  n a t u r e  o f  t h e  p o l i c y  shaped by t h e  new r u l e s .  
From an a c t u a r i a l  p o i n t  o f  view, t h e i r  conce rns  were 
unde r s t andab l e .  Coverage o f  care needed s imp ly  a s  a  r e s u l t  o f  
t h e  n a t u r a l  e f f e c t s  o f  ag ing ,  and n o t  because  o f  any a c u t e  
med ica l  c o n d i t i o n ,  would be mandatory.  The i n a b i l i t y  o f  i n s u r e r s  
t o  l i m i t  t h e i r  r i s k s  by r e q u i r i n g  a  p r i o r  h o s p i t a l i z a t i o n  o r  some 
e v i d e n c e  o f  s i c k n e s s  o r  i n j u r y  removed t h e  i n s u r a n c e  from t h e  
u s u a l  h e a l t h  i n s u r a n c e  r ea lms  a s  d e s c r i b e d  i n  t h e  s e c t i o n  o f  t h i s  
r e p o r t  e n t i t l e d  " P r i v a t e  Funding". 

Wisconsin is c u r r e n t l y  s e e k i n g  to amend i ts  r u l e  t o  
a l l o w  i n s u r e r s  more f l e x i b i l i t y  i n  p o l i c y  d e s i g n .  The O f f i c e  o f  
t h e  Commissioner h a s  proposed changes  which would a l l o w  i n s u r e r s  
t o  l i m i t  cove rage  t o  c e r t a i n  l e v e l s  o f  c a r e ,  such a s  s k i l l e d  
n u r s i n g  care, and t o  a l l o w  i n s u r e r s  t o  l i m i t  cove rage  t o  care 
r e c e i v e d  i n  a  n u r s i n g  home a f t e r  a  h o s p i t a l i z a t i o n  o f  a t  most ,  
t h r e e  days.  

The f e d e r a l  government h a s  a l s o  t a k e n  measures  r e c e n t l y  
t o  a d d r e s s  long  term c a r e  i s s u e s .  R e p r e s e n t a t i v e  Ron Wyden (D- 
Oregon) h a s  i n t r o d u c e d  l e g i s l a t i o n  which would e s t a b l i s h  a  t a s k  - - -  

f o r c e  on long  term care i n s u r a n c e .  T h i s  t a s k  f o r c e ,  which would 
be comprised o f  r e p r e s e n t a t i v e s  from t h e  NAIC, p r i v a t e  i n s u r e r s ,  
p r o v i d e r s  o f  long  term care s e r v i c e s ,  consumer a d v o c a t e s ,  and 
f e d e r a l  and s t a t e  a g e n c i e s  r e s p o n s i b l e  f o r  t h e  e l d e r l y ,  would 
deve lop  g u i d e l i n e s  r e g a r d i n g  t h e  c e r t i f i c a t i o n  o f  long  te rm 
h e a l t h  care p o l i c i e s .  I n  a d d i t i o n ,  s e v e r a l  b i l l s  which would 
p r o v i d e  t a x  r e l i e f  f o r  f a m i l i e s  o f  e l d e r l y  dependen t s  who r e q u i r e  
long  term c a r e  have been i n t r o d u c e d  i n  Congress .  



e APPENDIX A-1 

S E R V I C E S  

S e r v i c e s  D e l i v e r e d  i n  t h e  C l i e n t ' s  Own H o m e  

1. 
e s s e n t i a  
f r e q u e n t  
d i a b e t i c  

EIoae Health Care: In-home n u r s i n g  and p e r s o n a l  care a r e  
1 s e r v i c e s  f o r  many i m p a i r e d  and d i s a b l e d  p e o p l e .  Most 

n u r s i n g  s e r v i c e s  needed are s k i l l e d  o b s e r v a t i o n ,  
care, care o f  t e r m i n a l  o r  bedbound p a t i e n t s ,  care of 

wound or i n c i s i o n s ,  a d m i n i s t r a t i o n  of m e d i c a t i o n s ,  d e c u b i t u s  (bed 
sores) care, and care r e g a r d i n g  i n c o n t i n e n c e  or 
c a t h e t e r i z a t i o n .  ( N u r s i n g  s e r v i c e s  of a  home h e a l t h  agency  a lso  
a r e  p r o v i d e d  t o  c l i e n t s  i n  t h e  a l t e r n a t i v e  r e s i d e n t i a l  homes 
d e s c r i b e d  be low) .  

I n  a d d i t i o n  t o  l i c e n s e d  n u r s e s ,  o t h e r  f r e q u e n t l y  used  
s t a f f  o f  home h e a l t h  care a g e n c i e s  a r e  home h e a l t h  a i d e s  who 
p r o v i d e  p e r s o n a l  care, d o  i n c i d e n t a l  homemaking c h o r e s  and 
moni to r  h e a l t h  s t a t u s .  Home  h e a l t h  c a r e  a g e n c i e s  i n  A r i z o n a  also 
p r o v i d e  p h y s i c a l  t h e r a p y ,  s p e e c h  t h e r a p y ,  o c c u p a t i o n a l  t h e r a p y ,  
and m e d i c a l  social w o r k  a s  s u p p l e m e n t a l  s e r v i c e s .  O t h e r  s e r v i c e s  
i n c l u d e  r e s p i r a t o r y  t h e r a p y ,  l a b o r a t o r y  w o r k ,  p a t i e n t  care, 
p r o v i d i n g  equipment  and s u p p l i e s ,  n u t r i t i o n  c o u n s e l i n g ,  and @ p s y c h i a t r i c  n u r s i n g .  A r i z o n a  h a s  4 5  medical l i c e n s e d  home h e a l t h  
care a g e n c i e s .  I n  a d d i t i o n ,  a n o t h e r  f i v e  home c a r e  a g e n c i e s  
working i n  10  c o u n t i e s  t h a t  a r e  n o t  l i c e n s e d  by t h e  s t a t e  or 
M e d i c a r e - c e r t i f  ied,  p r o v i d e  many o f  t h e  same s e r v i c e s ,  b u t  a r e  
n o t  e l i g i b l e  for Medica re  re imbursement .  

2. Home Repair: M o d i f i c a t i o n  t o  t h e  home o f t e n  i s  needed 
t o  m a i n t a i n  o r  i n c r e a s e  t h e  i n d i v i d u a l ' s  s e l f - s u f f i c i e n c y .  T h i s  
i n v o l v e s  recommending and making s t r u c t u r a l  r e p a i r s  and 
a d a p t a t i o n s  which i n c r e a s e  t h e  i n d i v i d u a l ' s  a b i l i t y  t o  p e r  form 
t h e  a c t i v i t i e s  of d a i l y  l i v i n g  or d e c r e a s e  e n v i r o n m e n t a l  h a z a r d s .  

3. R e a s s u r a n c e  Service a n d  Emergency Response  System: 
Regu la r  phone or i n - p e r s o n  i n t e r a c t i o n ,  u s u a l l y  w i t h  a  v o l u n t e e r ,  
aimed a t  r e d u c i n g  s o c i a l  i s o l a t i o n  and i n s u r i n g  h e a l t h  and 
s a f e t y ,  d e t e r m i n i n g  i f  s p e c i a l  a s s i s t a n c e  is r e q u i r e d ,  p r o v i d i n g  
p s y c h o l o g i c a l  r e a s s u r a n c e  and n o t i f y i n g  a  c o n t a c t  p e r s o n  if t h e  
p e r s o n  d o e s  n o t  r e spond .  Emergency r e s p o n s e  s y s t e m s ,  such  a s  
L i f e l i n e ,  c o n s i s t  o f  a c a l l  b u t t o n  on a  t e l e p h o n e  or a  m o b i l e  
u n i t  which t h e  p e r s o n  c a n  wear.  P u s h i n g  t h e  b u t t o n  a u t o m a t i c a l l y  
a c t i v a t e s  a  c a l l  t o  a b a s e  s t a t i o n  from which emergency a i d  c a n  
b e  s e n t .  

4. Hone Delivered Meals: Commonly c a l l e d  ~ e a l s  on Wheels ,  
@ t h i s  s e r v i c e  u s e s  community v o l u n t e e r s  t o  d e l i v e r  e i t h e r  h o t  o r  

c o l d  mea l s  t o  p e o p l e  who a r e  u n a b l e  t o  l e a v e  home or cook.  A 



s e c o n d a r y  b e n e f i t  of t h e  program is t h e  social  c o n t a c t  
f a c i l i t a t e d  t h r o u g h  t h e  r e g u l a r  v i s i t s  of t h e  v o l u n t e e r s .  

5. Respite Care: R e s p i t e  care -- r e l i e f  f o r  c a r e g i v e r s  -- 
may f r e e  t h e  f a m i l y  member f o r  a  few h o u r s  to  h a n d l e  p e r s o n a l  
b u s i n e s s  o r  may r e l i e v e  h i m  o r  h e r  f o r  a  week  o r  more, e i t h e r  f o r  
v a c a t i o n  o r  r e c u p e r a t i o n  from i l l n e s s  o r  e x h a u s t i o n .  S e r v i c e s  
may t a k e  t h e  form o f  a  s i t t e r  or a t t e n d a n t  who comes t o  t h e  home, 
a  c o n g r e g a t e  d a y  program or t empora ry  i n s t i t u t i o n a l  c a r e .  

6. Hospice: Hospice  is a s e r v i c e  b a s e d  o n  a p h i l o s o p h y  
t h a t  h a s  a s  i ts  f o r e m o s t  g o a l  t h e  r e d u c t i o n  of p h y s i c a l ,  
e m o t i o n a l ,  and p s y c h o l o g i c a l  p a i n  i n  t h e  t e r m i n a l l y  ill. Home- 
based  h o s p i c e  s e r v i c e s  are u s u a l l y  p r o v i d e d  o n l y  t o  t h o s e  who 
have  a p r i m a r y  c a r e g i v e r  i n  t h e  home. I n p a t i e n t  s e r v i c e s  f i l l  a 
r e s p i t e  role  or t a k e  o v e r  when symptoms c a n n o t  be a d q u a t e l y  
c o n t r o l l e d  i n  t h e  home. I n  a d d i t i o n  t o  p a i n  c o n t r o l ,  g o a l s  
i n c l u d e  management o f  symptoms (e .g . :  n a u s e a )  and t h e  m a i n t e n a n c e  
o f  a l e r t n e s s  and mood. Hosp ice  i n v o l v e s  t h e  f a m i l y  i n  p l a n n i n g  
and p r o v i s i o n  of care. Pharmacy c o n s u l t a t i o n ,  onco logy ,  e x p e r t  
n u r s i n g  c a r e ,  c l e r g y  s e r v i c e ,  v o l u n t e e r  invo lvement ,  be reavement  
s u p p o r t ,  social  w o r k  and p s y c h i a t r i c  c o n s u l t a t i o n  a r e  a l l  
i m p o r t a n t  components  of a  h o s p i c e  program. 

S e r v i c e s  i n  Community Based S e t t i n q s  

@ Adult Day Care/Adult Day Health Care: A l l  d a y  care 
programs p r o v i d e ,  as b a s i c  s e r v i c e s ,  t r a n s p o r t a t i o n ,  n u t r i t i o u s  
m e a l s ,  p e r s o n a 1  a s s i s t a n c e ,  s o c i a l i z a t i o n ,  and t h e r a p e u t i c  
a c t i v i t i e s .  N o s t  a l s o  i n c l u d e  h e a l t h  e d u c a t i o n ,  m o n i t o r i n g ,  and 
c o u n s e l i n g .  I n  a d d i t i o n ,  t h o s e  programs w i t h  a  m e d i c a l  component 
p r o v i d e  a  f u l l  r a n g e  of h e a l t h - r e l a t e d  s e r v i c e  b e g i n n i n g  w i t h  
comprehens ive  a s s e s s m e n t  and t h e  deve lopment  o f  a n  i n d i v i d u a l i z e d  
c a r e  p l a n .  S e r v i c e s  may i n c l u d e  p h y s i c a l ,  o c c u p a t i o n a l  and 
s p e e c h  t h e r a p y ,  s k i l l e d  n u r s i n g ,  and t r a i n i n g  o r  r e t r a i n i n g  i n  
i n d e p e n d e n t  l i v i n g  s k i l l s .  Some m e n t a l  h e a l t h  a g e n c i e s  s p o n s o r  
day  t r e a t m e n t  programs emphas iz ing  c o u n s e l i n g  and t h e  deve lopment  
of s u r v i v a l  s k i l l s  such  a s  j o b  s e e k i n g ,  p e r s o n a l  f i n a n c i a l  
management, and s o c i a l  s k i l l s .  

2. Congregate Meals: P r  imar i l y  for t h e  e l d e r  iy p o p u l a t i o n ,  
c o n g r e g a t e  meals a r e  p r o v i d e d  i n  s e n i o r  c e n t e r s ,  c h u r c h e s ,  and 
schools. T h i s  program s e r v e s  t h e  d u a l  p u r p o s e s  o f  s o c i a l i z a t i o n  
and n u t r i t i o n .  

3. Outxeach Information and Referral: Many o f  t h o s e  i n  
need o f  l o n g  term c a r e  s e r v i c e s  a r e '  n o t  f a m i l i a r  w i t h  t h e  
a v a i l a b i l i t y  o f  community-based and home-dei ivered  s e r v i c e s .  A 
well p u b l i c i z e d ,  i d e n t i f i a b l e  s o u r c e  o f  i n f o r m a t i o n  must be  
a v a i l a b l e  t o  anyone on  demand. 

4. Rehabilitation/Job Training/Sheltered Work: Younger 
p h y s i c a l l y  and/or  m e n t a l l y  d i s a b l e d  p e o p l e  c a n  f r e q u e n t l y  b e n e f i t  



from special training. Job placement assistance supplements this 
training. For those whose disabilities preclude functioning 
appropriately in unadapted environments, sheltered employment 
provides productive roles in a controlled and protected 
environment . 
5. Transportation: Special transportation services often 
make the difference between "housebound at home" and the ability 
to maintain social roles in the community. Transportation is 
necessary not only for getting to appointments for medical 
services and personal business, but also for visiting, shopping, 
and participating in recreational and social activities. 
Expense, fear of assault, and lack of accessibility contribute to 
the difficulties that some individuals experience in using the 
general public transportation system. 

Alternative Residential Homes 

1. adult Foster Care/~rivate Home Care: An individual or 
family provides a place of residence, meals, housekeeping, 
surveillance, and/or personal care to five or fewer unrelated 
individuals. Adult foster care homes are certified by the county 
when public monies are being spent for indigent care. If no 
public funding is involved, licensing is not required. 

2. Supervisory Care ~omes/~r ivate Board and Care Homes : 

@ More than five unrelated individuals are provided with housing, 
meals, housekeeping, supervision, and minor assistance with 
personal care and self-administration of medications. State 
licensing is required for supervisory care homes. 

3. Congregate Housing: Individuais keep their own 
apartment in a complex which may make available meals, escort and 
transportation, some housekeeping, and personal care. 

Institutional Care 

Long term care institutions, which include nursing 
homes, are important when the person's need for assistance 
becomes so intense that 24-hour care is required. In addition to 
shelter, meals, and housekeeping, nursing homes provide 
professional nursing care, personal assistance, therapies, direct 
adminstration of medications, activities, religious and social 
services, and therapeutic diets according to physician's orders 
and a care plan developed by the professional staff. Nursing 
homes may serve as convalescent centers after an acute illness or 
accident, or they may become the long term home of the person, 
depending on the rehabilitation potential shown. Three levels of 
care exist: (1) personal care, which is less medically oriented 

@ and serves people who are less disabled but who lack social 
supports ; (2) intermediate care, which serves a moderately 



d i s a b l e d  group who r e q u i r e  more than  p e r s o n a l  c a r e  o f f e r s ;  and 
( 3 )  s k i l l e d  n u r s i n g  c a r e ,  which p r o v i d e s  i n t e n s i v e  n u r s i n g  and 
p e r s o n a l  c a r e  s e r v i c e s  t o  t h e  most dependent  popu la t ion .  S t a t e  
l i c e n s i n g  is r e q u i r e d .  I n  Arizona approximate ly  80% of  n u r s i n g  
home beds  a r e  l i c e n s e d  f o r  s k i l l e d  c a r e .  



a APPENDIX A-2 

GOVERNOR'S TASK FORCE ON 
LONG TERM CARE INSURANCE 

Review of Current State and Federal Activity 

Studies Currently Underway or Authorized 

1. Virginia: HJR 210 - A. resolution to continue the Joint 
Subcommittee Study concerning alternatives for long term state 
indigent health care begun in 1984. 

S.543 - Established the Long Term Care Council to 
develop community based continuum of care services for the 
elderly in order to deter unnecessary institutionalization. 

2 .  Minnesota: S.543 - Instituted a Feasibility Study of a 
home equity conversion program to finance long term health care 
and long term health care insurance. 

3 .  Geotgia: 5.128 - Established the Senate Private Long 
Term Care Insurance Study Committee to study the availability of 
long term care insurance in the state and to explore various * public policy intitiatives which might encourage greater private 
sector involvement. 

4. Alaska: The Governor has appointed a task force to 
study long term care, focusing on public and private financing. 
Task Force is chaired by Commissioner, Department of Health and 
Social Services. 

5 .  Arizona: The Governor has appointed a task force, 
chaired by the Director of the Department of Insurance and 
charged with indentifying methods of promoting private sector 
financing of long term care. 

6. Iowa: The Governor implemented a task force in 1984 to 
review the current system of providing long term care to the 
public. The task force developed a set of recommendations, 
including the establishment of a long term care commission by 
January 1, 1986. 

7 .  I l l i n o i s :  H.306 - A task force within the Department of 
Insurance to study a private market approach to long term care 
insurance has been established. 

8. #an~as : The Department of Health and ~nvironment @ implemented a study of long term health care in March, 1985. 



9.  New Mexico: L e g i s l a t u r e  e s t a b l i s h e d  a  t a s k  f o r c e  t o  
s t u d y  p r e s e n t  l o n g  term care sys t em and f o r m u l a t e  a  s t a t e w i d e  

@ long  t e rm c a r e  p l a n  i n c l u d i n g  a community based  s e r v i c e s  sys tem.  

10 North Carolina: L e g i s l a t u r e  a u t h o r i z e d  t h e  L e g i s l a t i v e  
Research  Commission t o  s t u d y  t h e  a v a i l a b i l i t y  and cove rage  o f  
l ong  term c a r e  i n s u r a n c e  and t o  make recommendations t o  overcome 
any b a r r i e r s .  

11. Texas : L e g i s l a t u r e  a u t h o r i z e d  t h e  S t a t e  Board o f  
I n s u r a n c e  t o  s t u d y  t h e  f e a s i b i l i t y  o f  p r o v i d i n g  l ong  term care 
b e n e f i t s  t h rough  p r i v a t e  i n s u r e r s .  

States Proposing Studies 

1. Maryland: HJRS - Would have e s t a b l i s h e d  a  t a s k  f o r c e  t o  
examine t h e  s t a t e ' s  c u r r e n t  sy s t em o f  cont inuum o f  care s e r v i c e s  
f o r  f r a i l  e l d e r l y  and d i s a b l e d  i n d i v i d u a l s .  F a i l e d  t o  p a s s .  

2. Hawaii: H.450 - Would d e v e l o p  a  p l a n  t o  implement a  
s i n g l e  a c c e s s  sy s t em t o  l ong  term h e a l t h  care s e r v i c e s  i n  
H a w a i i .  Would p r o v i d e  t w o  f u n c t i o n s :  1) p r  e - s c r een  a p p l i c a n t s  
who a r e ,  o r  w i l l  be  w i t h i n  180 d a y s  o f  i n s t i t u t i o n a l i z a t i o n ,  
e l i g i b l e  f o r  Medica id ,  and 2 )  d e t e r m i n e  a program o f  community 
based  s e r v i c e s  most a p p r o p r i a t e  t o  p r e v e n t  unneces sa ry  
i n s t i t u t i o n a l i z a t i o n .  

3. North Dakota: SCR 4025 - Would have i n i t i a t e d  a n  
i n t e r i m  s t u d y  on t h e  a v a i l a b i l i t y  and c o v e r a g e  o f  h e a l t h  care 
i n s u r a n c e  p l a n s  p r o v i d i n g  l ong  term care i n s u r a n c e .  Has been 
withdrawn from c o n s i d e r a t i o n .  

4. Connecticut: HCB 5109 - Would c r e a t e  a  t a s k  f o r c e  t o  
s t u d y  t h e  need f o r  a  p r i v a t e  o r  s t a t e  a d m i n i s t e r e d  program 
o f f e r i n g  l ong  term h e a l t h  care i n s u r a n c e  a t  g roup  r a t e s .  

HCB 6435 - Would a l l o w  t h e  Commissioner o f  H e a l t h  Care 
S e r v i c e s  t o  e s t a b l i s h  a  p i l o t  p r eadmis s ion  s c r e e n i n g  program f o r  
a p p l i c a n t s  t o  l o n g  term care f a c i l i t i e s  t o  c o l l e c t  d a t a  on t h e i r  
v a r  i o u s  c o n d i t i o n s  and needs .  

5. New Mexico: H.180 - Would e s t a b l i s h  a t a s k  f o r c e  t o  
s t u d y  i n  d e p t h  t h e  p r e s e n t  l ong  term c a r e  sys tem,  ( i n c l u d i n g  
p r i v a t e ,  s t a t e ,  and v o l u n t a r y  programs)  and f o r m u l a t e  a  s t a t e -  
wide l o n g  term care p l a n  i n c l u d i n g  a  community based  s e r v i c e s  
system. 

6. Maine: The Depar tment  o f  Human S e r v i c e s  h a s  proposed t o  
e s t a b l i s h e d  a  s t u d y  g roup  on l ong  term c a r e  by J u n e ,  1986. 



C. Existing State Laws or Regulations Dealing With Lonq 
Term Care 

Wisconsin: 9647.01-.08, Wisconsin S t a t u t e s .  Con t inu ing  
Care C o n t r a c t s :  Con t inu ing  c a r e  c o n t r a c t s  a r e  n o t  c o n s i d e r e d  t o  
be  i n s u r a n c e  under Wisconsin  law. They a r e  e n t e r e d  i n t o  d i r e c t l y  
between t h e  h e a l t h  care p r o v i d e r  and t h e  i n d i v i d u a l ;  t h e  
p r o v i d e r  must o b t a i n  a p e r m i t  from t h e  i n s u r a n c e  Commissioner 
b e f o r e  o f f e r i n g  such  c o n t r a c t s .  The p r o v i d e r  is under s t r i c t  
s t a t u t o r y  g u i d e l i n e s  r e g a r d i n g  c o n t e n t s ,  d u r a t i o n ,  and c o s t  o f  
t h e  c o n t r a c t .  C o n t r a c t s  are bo th  r e s t r i c t i v e  and expens ive .  

§15.105(10) Wisconsin  S t a t u t e s .  ~ s t a b l i s h e d  t h e  ~ o a r d  
on Aging and Long Term Care. 

2. Arkansas: S82-2208 t o  2233, Arkansas  S t a t u t e s .  Long 
Term Care:  E s t a b l i s h e d  t h e  Long term Care F a c i l i t y  Advisory  
Board t o  r e g u l a t e  long  term c a r e  f a c i l i t i e s  and f a c i l i t y  
a d m i n i s t r a t o r s .  

3. West Virginia: 616-5D-1 t o  5 ,  West V i r g i n i a  Code. 
Continuum o f  Care: E s t a b l i s h e d  t h e  Coninuum o f  Care Board t o  
promote and implement a  sys tem o f  n u r s i n g ,  med ica l  and s o c i a l  
s e r v i c e s  f o r  t h e  e l d e r l y ,  d i s a b l e d ,  t e r m i n a l l y  ill, and t h e i r  
f a m i l i e s .  S p e c i f i c a l l y  e s t a b l i s h e d  t h e  Hospice  Care  Program t o  
p r o v i d e  l o n g  term care i n  a  form o t h e r  t h a n  i n s t i t u t i o n a l i z a t i o n .  

@ 4. North Dakota: 550-10-.l-01 t o  07,  Nor th  Dakota Century  
Code. Long Term Care ombudsman: P r o v i d e s  f o r  t h e  appoin tment  o f  
a  long  term c a r e  ombudsman t o  o v e r s e e  a d m i n i s t r a t i v e  a c t i o n s  
a g a i n s t  l ong  term care f a c i l i t i e s  and moni to r  t h e  development o f  
f e d e r a l ,  s t a t e  and local laws and p o l i c i e s  r e l a t i n g  t o  l ong  te rm 
c a r e .  

5. Color ado : S10-8-401, Colorado  Revised S t a t u t e s .  
Requ i r e s  a l l  i n d i v i d u a l  and g roup  a c c i d e n t  and s i c k n e s s  p o l i c i e s  
t o  o f f e r  i n s u r e d s  t h e  o p p o r t u n i t y  t o  p u r c h a s e  home h e a l t h  c a r e  
and h o s p i c e  c a r e  b e n e f i t s .  

The re  is a l s o  an  i n t e r i m  s t u d y  on h e a l t h  c a r e  c o s t  
con t a inmen t ,  which w i l l  i n c l u d e  i n v e s t i g a t i n g  long  term c a r e  
i s s u e s .  

6. Georgia: H.190 was pas sed  t o  encourage  h e a l t h  i n s u r e r s  
t o  make a v a i l a b l e  cove rage  f o r  long  term care s e r v i c e s ,  e i t h e r  a s  
a  p a r t  o f  o r  a s  an  o p t i o n a l  endorsement  t o  t h e i r  p o l i c i e s .  



D. States Proposinq Laws or Regulations Dealinq With Long 
Term Care 

1. Nebraska: L3 647 - Would r e q u i r e  i n s u r e r s  t o  p r o v i d e  
g roup  long  term care i n s u r a n c e  p o l i c i e s  by J u n e  1, 1986. The 
D i r e c t o r  o f  I n s u r a n c e  may adop t  r u l e s  and r e g u l a t i o n s  
e s t a b l i s h i n g  s t a n d a r d s  f o r  g roup  long  term c a r e  p o l i c i e s .  

LE 147 - Would implement a re imbursement  sys tem f o r  long  
term h e a l t h  care f a c i l i t i e s  c a r i n g  f o r  a c u t e l y  ill o r  d i s a b l e d  
p e r s o n s ,  w i t h i n  c e r t a i n  g u i d e l i n e s .  

2, New J e r s e y :  S.3085 and S.3087 would r e q u i r e  c e r t a i n  
i n s u r e r s  t o  o f f e r  g roup  indemni ty  p o l i c i e s  f o r  conf inement  i n  
long  term care f a c i l i t i e s .  

A.4141 would e s t a b l i s h  a  N e w  J e r s e y  S t a t e  Reverse  
Annui ty  Mortgage Program f o r  s e n i o r  c i t i z e n s .  

A.113 would r e q u i r e  h e a l t h  i n s u r e r s  t o  make a v a i l a b l e  
long  te rm care i n s u r a n c e  f o r  s e n i o r  c i t i z e n s  and would s e t  
minimum s t a n d a r d s  f o r  such  coverage .  

3  , New Pork: S.238 - Would e s t a b l i s h  long  term h e a l t h  care 
programs a v a i l a b l e  a t  home o r  a t  a d u l t  care f a c i l i t i e s ,  o t h e r  
t han  a  s h e l t e r  f o r  a d u l t s  ( e .  n u r s i n g  home). Adu l t  care 
f a c i l i t i e s  would be  c o n s i d e r e d  i n t e r m e d i a t e  care f a c i l i t i e s ,  and 
s e r v i c e s  would be  p rov ided  on a  community o r i e n t e d  b a s i s .  

4. Washing ton : H.1168 - Would e n a c t  t h e  ~ u r s i n g  Home 
I n s u r a n c e  A c t ,  i n t e n d e d  t o  govern  t h e  c o n t e n t  and sa le  o f  n u r s i n g  
home in su rance .  Would a p p l y  t o  g roup  o r  i n d i v i d u a l  p o l i c i e s  
c o v e r i n g  any t y p e  o f  n u r s i n g  home c a r e ;  such  p o l i c i e s  c o u l d  n o t  
be s o l d  t o  i n d i v i d u a l s  r e c e i v i n g  o r  e l i g i b l e  f o r  Medicaid.  

5. Michigan: H.4082 - Would r e q u i r e  an  i n d i v i d u a l ,  g roup  
o r  b l a n k e t  n u r s i n g  home care i n s u r a n c e  p o l i c y  t o  cove r  c a r e  and 
s e r v i c e s  t h a t  a r e  n o t  covered  by Medicare  o r  by a Medicare  
Supplementa l  p o l i c y .  R e q u i r e s  t h a t  t h i s  t y p e  o f  p o l i c y  cove r  
i n t e r m e d i a t e  c a r e  c o s t s  and c u s t o d i a l  care c o s t s .  

6. Illinois: S.389 - Would amend t h e  I l l i n o i s  I n s u r a n c e  
Code r e q u i r i n g  a l l  h e a l t h  and a c c i d e n t  i n s u r a n c e  p o l i c i e s  t o  
cover  c a r e  and t r e a t m e n t  o f  ~ l z h e i m e r ' s  d i s e a s e  ( i n c l u d i n g  
h o s p i t a l i z a t i o n ,  n u r s i n g  home care, s u r g e r y  and m e d i c a t i o n )  . 
These p o l i c i e s  must i n c l u d e  d i s a b i l i t y  income p r o t e c t i o n .  

7. Connecticut : H.5416 - Would e s t a b l i s h  a  s t a t e  
a d m i n i s t e r e d  long  term h e a l t h  c a r e  i n s u r a n c e  program f o r  t h e  @ e l d e r l y  and d i s a b l e d  



O t h e r  S t a t e  A c t i v i t y  

1. Minnesota :  S.725 - Would exempt from s t a t e  income t a x  @ any p e n s i o n  income which is used t o  p u r c h a s e  l o n g  term c a r e  
i n s u r a n c e .  (1985)  

2. West V i r g i n i a :  H.1521 - Would a l l o w  a  p e r s o n a l  income 
t a x  exempt ion  f o r  t a x p a y e r s  p r o v i d i n g  g e n e r a l  m a i n t e n a n c e  and 
c a r e  t o  c e r t a i n  p e o p l e  (i .e.:  f a m i l y  members) 65 o r  o v e r ;  l i m i t e d  
t o  t w o  exempt ions  p e r  y e a r .  (1985)  

3 .  F l o r i d a :  S.17 - Would c r e a t e  a  commission f o r  t h e  s t u d y  
o f  c a t a s t r o p h i c  i l l n e s s  and a c c i d e n t  compensa t ion ;  would s t u d y  
t h e  need f o r  a p r o c e d u r e  t o  compensate  p e r s o n s  who a r e  s u b j e c t e d  
t o  c a t a s t r o p h i c  i l l n e s s e s  or a c c i d e n t  costs which a r e  compensated  
by i n s u r a n c e  o r  a n o t h e r  t h i r d  p a r t y .  (1985)  

4. C a l i f o r n i a :  AB 1344 - Would a l l o w  a  t a x  c r e d i t  of 50% 
f o r  t h e  r e a s o n a b l e  costs of h e a l t h  m a i n t e n a n c e  c a r e  o f  a  
t a x p a y e r ' s  d e p e n d e n t  who is c a r e d  f o r  i n  t h e  home. A l s o  p r o v i d e s  
f o r  a  50% t a x  c r e d i t  f o r  t h e  cost o f  l o n g  term h e a l t h  care 
i n s u r a n c e .  (1985) 

5. Idaho:  H-84 - Would allow a  t a x  d e d u c t i o n  f o r  t h e  cost 
of n u r s i n g  home care i n s u r a n c e .  (1985)  

a 6. ~ a s s a c h u s e t t s :  S.1043 - Would mandate  t h e  i n c l u s i o n  o f  
c u s t o d i a l  or n u r s i n g  home care costs f o r  p e r s o n s  w i t h  A l z h e i m e r ' s  
D i s e a s e  i n  h e a l t h  i n s u r a n c e  p o l i c i e s .  (1985)  

7. Michigan: 5.102 - Would p r o v i d e  h e a l t h  i n s u r a n c e  
c o v e r a g e  be  e x t e n d e d  t o  c o v e r  p a r e n t s  o f  t h e  i n s u r e d  who r e s i d e  
i n  t h e  i n s u r e d ' s  home. (1985)  

F. F e d e r a l  A c t i v i t y  

1. B i l l s  d e a l i n g  w i t h  l o n g  t e r m  care 

The Long Term C a r e  I n s u r a n c e  Promot ion  and p r o t e c t i o n  
A c t  ( R e p r e s e n t a t i v e  Wyden, Oregon) - P r o v i d e s  f o r  t h e  
e s t a b l i s h m e n t  of a  t a s k  f o r c e  c h a r g e d  w i t h  r e v i e w i n g  t h e  s t a t e  o f  
t h e  i n s u r a n c e  i n d u s t r y  w i t h  r e g a r d  t o  l o n g  term c a r e  and making 
recommendations t o  Congress  f o r  v o l u n t a r y  g u i d e l i n e s  t o  b e  i s s u e d  
t o  s t a t e  r e g u l a t o r s .  

Home E q u i t y  C o n v e r s i o n ,  S.324 ( S p e c t e r )  - H o m e  E q u i t y  
Convers ion  A c t  o f  1985. F a c i l i t a t e s  home e q u i t y  c o n v e r s i o n s  
t h r o u g h  s a l e - l e a s e b a c k s .  N o t  s p e c i f i c a l l y  f o r  f i n a n c i n g  l o n g  
term c a r e ,  and a v a i l a b l e  t o  homeowners r e g a r d l e s s  of a g e ,  b u t  @ n o t e d  d u e  t o  l o n g  term care f i n a n c i n g  i n t e r e s t  i n  t h i s  



approach.  I n t r o d u c e d  i n  s i m i l a r  form i n  1983 s S.1914, which 
g e n e r a t e d  c o n t r o v e r s y  abou t  homeowner r i g h t s  under t h e  

@ ar rangement .  Out look u n c e r t a i n .  

Medica l  Expense Deduct ion,  H.R. 803 (Len t )  - ~ e d i c a l  
expenses  ( i n c l u d i n g  i n s u r a n c e  premiums o f  p e r s o n s  ove r  65 o r  
handicapped would be d e d u c t i b l e  w i t h o u t  r e g a r d  t o  c u r r e n t  income- 
t e s t e d  l e v e l .  

S p e c i a l  c r e d i t s ,  d e d u c t i o n s  and exempt ions  f o r  care o f  
e l d e r l y  f a m i l y  members: 

S.779 (Heinz)  - Income t e s t e d  t a x  c r e d i t  f o r  
expenses  f o r  t h e  c a r e  o f  an  e l d e r l y  f a m i l y  member. 
Covered expenses  i n c l u d e  home h e a l t h ,  homemaker and 
a d u l t  day  care, r e s p i t e  c a r e ,  and c e r t a i n  s u p p l i e s  and 
equipment. I n t r o d u c e d  i n  1983 a s  S.1301. 

S.263 (Metzenbaum) and H.R. 468 (Snowe) - S i m i l a r  
b i l l s  f o r  d e d u c t i o n  i n  household  t h a t  i n c l u d e s  
"dependent"  w i t h  Alzheimer ' s. 

H.R. 467 (Snowe) - Extend dependen t  c a r e  c r e d i t  f o r  
expenses  o f  dependen t  i n c a p a b l e  o f  s e l f - c a r e  r e g a r d l e s s  
o f  whether  expenses  w i l l  p e r m i t  dependen t  t o  be 
g a i n f u l l y  employed. 

H.R. 723 (Spence) - Deduct ion f o r  c o s t  o f  m e d i c a l l y  
n e c e s s a r y  c u s t o d i a l  c a r e  f o r  e l d e r l y .  

H.R. 406 ( Q u i l l a n )  - Tax c r e d i t  f o r  househo lds  w i t h  
e l d e r l y  d i s a b l e d  pe r sons .  

R.R. 644 (Conte)  - Tax c r e d i t  f o r  expenses  o f  c a r e  
f o r  c e r t a i n  e l d e r l y  f a m i l y  members. 

H.R. 915 (Byron) - Deduct ion f o r  expenses  o f  
m a i n t a i n i n g  dependen t  age  64 o r  ove r .  

H.R. 196 (Oakar)  - A d d i t i o n a l  p e r s o n a l  exemption 
f o r  handicapped t a x p a y e r ,  spouse  o r  dependen t  . 

2. Expansion of Medicare to Cover Long Term Care: 

M e d i c a r e / ~ e d i c a i d  C o o r d i n a t i o n  S .780 (Heinz)  - H e a l t h  
Ca re  C o o r d i n a t i o n  o f  1985. O p t i o n a l  program f o r  
Medicare/Medicaid d u a l  e l i g i b l e s  e x c e p t  ESRD benef i c i a r  i e s .  
E n r o l l e e s  would be  r e q u i r e d  t o  have a c c e s s  t o  a l l  Medicare  A/B 
s e r v i c e s ;  a l l  Medicaid s e r v i c e s  t o  which t h e  e n r o l l e e  would 
o t h e r w i s e  be  e n t i t l e d ;  c a s e  management i n c l u d i n g  h e a l t h  

@ a s s e s s m e n t s ;  home-maker, home h e a l t h  a i d e ,  and a d u l t  day  h e a l t h  



services if determined appropriate by the state; and any other 
services determined by the state to be needed to avoid 
institutionalization. Payment would be 95% of the AAPCC and the @ method could be by the usual Medicare and Medicaid methods, by 
HMO/CMP capitation, or by negotiation. Medicare and Med~caid 
waivers would be granted from requirements such as 
"statewideness", and numerous enrollment, reporting, and similar 
requirements would be established. 

Medicare demonstrations: H.R. 1163 (Hughes) - Would 
establish demonstrations to make per diem payments to Medicare 
beneficiaries and to Medicaid enrollees who are receiving, or 
eligible to receive covered SNF of ICF nursing home services. 
Payments would be used for non-institutional living arrangements 
and would be 50% of the state's average daily benefit payment for 
nursing home services (bill is unclear if single overall average 
or separate rates for XVIII-SNF, XIX-SNF and XIX-ICF would 
apply) 

S. 788 (Bradley) - Senior Citizens Independent Community 
Care Act. Would provide for a long term care demonstration 
program in four states to test cost-effectiveness of prepaid 
capitation for acute and long term care services to elderly 
Medicare beneficiaries. Services include all Part A and B 
services, homemaker/home health aide care, facility-based adult 
day care, respite care and service coordination. Very similar 
bills were introduced in the 98th Congress as S.1244 (Packwood), 
H.R. 3710 (Harkin) and H.R. 3838 (Rangel). 

S.751 (DIAmato) and H.R. 67 (Bilirakis) - Both bills 
would establish demonstration programs for beneficiaries with 
Alzheimer ' s. 

Medicare Coverage Expansion, S.778 (Heinz) - Home Care 
Protection Act of 1985. Expands Medicare home health services to 
include coverage of nursing care and home health aide services on 
a daily basis for up to 60 days, with an additional 60 days upon 
physician certification of medical necessity. A similar bill was 
filed in 1984 by Representative Waxman but has not been re-filed. 


