Policy Grid

CLASS Act: Community Living Assistance Services and Supports

Purpose: To help people with severe functional impairments and their families pay for services and supports that they need to maximize their functionality and independence and have choices about community participation, education and employment.

Rationale: This is an important step in the evolution of public policy toward a new focus on helping individuals overcome barriers to independence that they confront due to severe functional impairments.  It is an important extension of concepts embodied in the Individuals with Disabilities Education Act, the Americans with Disabilities Act of 1990, and Ticket to Work and Work Incentives Improvement Act of 1999.  An initiative is now needed to address remaining barriers to independence and choice (needs such as housing modification, assistive technologies, personal assistance services, health care, transportation) that can be overwhelmingly costly for individuals and families. Currently, most Americans can only access these services through Medicaid, thus creating the undesired incentive to “spend down” assets and remain unemployed. This bill would create a new nationwide insurance program, financed through voluntary payroll deductions (opt-out enrollment), offering another vital source of support beyond the traditional entitlement programs

	Policy Component 
	Specifics

	Target Population
	· Individuals 18 and older, based on functional limitations 

· Excludes Medicaid recipients residing in a public institution

· Could benefit up to 15 million people who need ongoing supports and services

	Eligibility for Initial Enrollment
	· Employees (including self-employed) age 18 or older. 

· A person must be actively at work in order to begin contributing. 

· Non-working spouses may participate in the program through their working spouse. 

· Must not be a Medicaid recipient residing in a public institution.

	Program Scope & Structure 

(Including Program Start-Up)

Program Scope & Structure 
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Program Scope & Structure 

(Including Program Start-Up cont.)


	· Nationwide Insurance Program. 

· Financed by voluntary, opt-out, default payroll deductions –like Medicare B and mandatory 401K.

· Individual can enroll at start of employment, or anytime thereafter, and become eligible for program benefits after contributing for at least 60 months (5 years).

· There would be an alternative payment mechanism (electronic fund transfer) for non-working spouses and 

1. workers whose employers chose not to participate and

2. workers who have more than one employer.

· One low premium of $30/month will be charged for any person who enrolls in their first eligible year. People whose household income <250% of poverty eligible for refundable tax credit for 50% of premium. There is no underwriting for the program.

·  If someone enrolls after their first year of eligibility, premiums will be set based on $30/month, plus age, plus COLA, and calculated to cover administrative costs. The Secretary will set premiums for new enrollees that do not sign up in their first eligible year annually based on that formula. 

· If the Secretary determines that the payout of CLASS benefits and administrative costs will require more than 40% of the amount that will be in the Fund at any point during the next 20 year period, the Secretary would adjust the premium amount for all enrollees in order to ensure solvency of the program. 

· In order to minimize the disruption that premium adjustments might cause, a CLASS Program participant’s premium cannot increase by more than 50 percent of what they paid prior to the adjustment. The Secretary will also not adjust premiums to make up more than 20 percent of the projected shortfall in one year. 

· If an enrollee is over age 65, has paid in at least 20 years, and not actively at work, the level of their premium would not be adjusted. 

· Once a person’s premium level is established it would not increase, except as determined by the Secretary is necessary for program solvency, as long as premium payments are continued. Working individual has a 3-month grace period to reenroll after nonpayment to maintain previous premium cost. Enrollee would automatically receive credit for previously accrued months. 

· An enrollee must continue to make premium payments to be eligible to receive benefits. If payments are discontinued for longer than 3 months, person may reenroll but pay new age-adjusted premium that would be higher. No limit on number of times a person can stop payments and then reenroll. Would get credit for previous months toward coverage requirement, but must pay at least 12 months after payment lapse of more than 3 months regardless of previous length of contribution to be benefit eligible. Full time students under the age of 22 are not subject to this premium increase due to a lapse in payment. 

· A person does not need to continue to work to continue enrollment in the program. Someone who retires or becomes unemployed will remain a participant as long as he continues to make monthly premium contributions. 

· Individual contributions would be placed into “Independence Fund” managed by HHS. 

· Once 60-month premium payment requirement is met, benefits are triggered by the inability to perform 2 or more of 6 activities of daily living or to require cuing or supervision to perform to more activities of daily living. 

· Once participant becomes eligible for benefits, as assessed by State Disability Determination Services, beneficiary gets cash benefits deposited in “Life Independence Account” (debit card) to purchase supports, with deposits posted monthly

· Benefits may be rolled over from month- to- month but not from year-to-year 

· Benefits supplement, but do not substitute for other existing benefits. 

· Secretary of HHS would receive a percentage of Independence Fund dollars to cover costs for start up infrastructure and ongoing administration of the program. Administrative dollars shall not exceed 3% of premiums collected in first five years and 5% of expenditures in following years.   

· No benefits would be paid out during the first 60 months (5 years) the program is in effect 

· The CLASS Act authorizes money to be appropriated into the Independence Fund in year 6 through 10 of program implementation to ensure solvency of the Fund to cover the possible influx of baby boomers. Funding will be gradually reduced from a high in year six until it sunsets in year ten.

· HHS would contract with State Disability Determination Services to perform eligibility assessments beginning three years after program is implemented.

· HHS would contract with state Protection &Advocacy Systems to serve as Advice and Assistance counselors to assist beneficiaries in obtaining the supports and services they need beginning three years after the program is implemented. 

	Benefit Structure

Benefit Structure (cont.)
	· Benefits are paid through deposits into “Life Independence Account” which is accessed via a debit card

· To reflect greater needs of the more disabled population, benefits will be structured in two tiers:

· Those with 2 or 3 ADL limitations or equivalent cognitive impairment qualify for 1st tier.

· Those with 4 or more ADL limitations or equivalent cognitive impairment qualify for 2nd tier (greater dollar value than 1st tier). 

· Amounts for Tier 1 $50/day and Tier 2 $100/day. Yearly benefits are based on daily benefit amounts 

· Those individuals with cognitive impairments would have an authorized representative as necessary to assist them with obtaining needed services and supports.

· Benefits are intended to be used to purchase needed non-medical long-term services and supports, including compensating family and other caregivers, home modifications, adaptive technology, accessible transportation, and home care services. 

· Benefits will be indexed to the Consumer Price Index. Premiums will stay the same as long as the individual continues to pay premium, except as adjusted by Secretary to ensure program solvency.
· Premium is waived while person is receiving benefits unless they are actively at work.

· Unused benefits can be carried forward month to month, but not from one year to the next.

· There is no waiting period for benefits to begin once premiums have been paid for 60 months. Payments start at time application to trigger benefits is approved. Application should be processed within 30 days. If application is still pending at 45 days, benefit payments will begin. 

· Each program participant would have access to an advocacy counselor to assist them with the annual re-certification and information regarding how to access the appeals process. 

· If a beneficiary has been determined to be ineligible due to death or recovery, benefits cease and any balance in the individuals account is returned to the Independence Fund.

	Benefit Administration
	· Department of Health and Human Services would be the Fund manager.

· HHS would track age of enrollment, premium level, and benefit eligibility.

· Person receiving benefits would be required to certify to HHS yearly that they continue to have ADL limitations, verify their employment status and to provide documentation of expenditures.

· The Secretary will report to the Congress annually regarding program participation, instances of fraud and abuse and making recommendations for improvements to the CLASS Program

	Personal Care Attendants 
	· The CLASS Act establishes a personal care attendant advisory panel to advise the Secretary and Congress on workforce issues related to personal care attendant workers 

· Within two years of enactment, the CLASS Act requires states to assess the extent to which organizations in their states have the capacity to serve as fiscal agents to the providers of personal care services to people receiving CLASS Program benefits. 

· If at the end of the assessment period a state determines that not enough fiscal agents exist, the state must designate or create entities to act as fiscal agents to ensure an adequate supply of personal care workers, but must not alter or impede existing programs, model, or methods of service delivery that provide consumer-controlled or consumer –directed home and community services. 
· States must ensure that individuals retain the ability to hire, fire, and manage their personal care workers

· CLASS program benefits can be used to compensate a family member for providing community living assistance services and supports

	Quality Assurance/Fraud Prevention
	· The Secretary of HHS would establish procedures under which an applicant for CLASS program benefits can appeal an adverse determination.

· The Secretary would establish procedures to ensure that authorized representatives provide quality services, and do not commit fraud or abuse.

· The CLASS Act establishes standards of conduct and requirements to prevent conflicts of interest for people providing counseling as well as services 



	Provisions to Make the Program 

Affordable for Participants
	· Participants earning less than 250% of poverty entitled to claim a refundable tax credit for 50% of the premium

· All CLASS Program participants would be entitled to an above the line deduction for the total premiums paid 

· CLASS Program benefits are not counted as taxable income, subject to the same conditions as private long-term care insurance benefits

	Incentives for Employers to Participate
	· The CLASS Act allows employers to add private long-term care insurance to their cafeteria plans 

· The CLASS Act would allow employers to claim a tax credit worth up to 25% of their expenses for enrolling participants in the CLASS Act and deducting premiums

	Interaction with Other Programs
	· CLASS Act benefits would not count as earned or unearned income for purposes of determining SSI, SSDI, OAS, Medicaid, Medicare, or other Federal, state or local benefit ELIGIBILITY.

· Receipt of CLASS Act benefits would supplement and not replace private insurance benefits (e.g. health insurance, disability insurance, long-term care insurance).

· CLASS Act benefits could act as a wrap-around to private, time-limited long-term care insurance

	Interaction with Medicaid

(See below for further details)
	· If a person is eligible for Medicaid but has not triggered the nursing home level benefit, the individual would keep their entire CLASS Act benefit. 

· If a person is residing in a nursing home or other public institution, receiving CLASS Act benefits and eligible for Medicaid, the state could require the person to use CLASS Act benefits to reimburse Medicaid for the cost of their care. The person would be able to keep $200 of their CLASS Act benefits to supplement their personal needs allowance. 

· If a person is living in the community, is receiving CLASS benefits, and receiving home and community based services through Medicaid, a state may require the person to contribute up to 50 percent of their CLASS benefits toward the cost of their care.

· States may only collect CLASS Program benefits if the services they offer are statewide, comparable and contain the required core services, such as case management, personal care, habilitation services, and respite care. 


Possible Scenarios for Interaction with Medicaid


Scenario 1:





Person is eligible for Medicaid for health insurance





Person is living in the community





Person is not receiving long-term services and supports from Medicaid (has not triggered nursing home level benefit)





Person begins receiving CLASS Program benefits 





Can keep all of their CLASS Program benefit








Scenario 2:





Person is eligible for Medicaid 





Person is residing in nursing home or other public institution* 





Person begins receiving CLASS Program benefits 





CLASS Program benefits will go to the state to reimburse what Medicaid paid for the person’s care. 





Can keep $200/month of CLASS Program benefits in addition to personal needs allowance





* Public institution is the same as Medicaid’s definition 





Scenario 3:





Person is eligible for Medicaid 





Person is living in the community 





Person is receiving long-term services and supports from Medicaid (has triggered the nursing home level benefit)





Person begins receiving CLASS program benefits





A state may require the person to contribute up to 50% of their CLASS Program benefits toward the cost of their care
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