The CLASS Act

Questions and Answers

The Community Living Assistance Support and Services Act, or CLASS Act 

Why is this bill needed?

The United States currently has no comprehensive approach to financing long-term services and supports for the people who need them. Since there has never been a Federal policy on how to provide this type of support, Medicaid has ended up paying the largest share of the costs for long-term services and support simply because there is no alternative. The cost of providing long-term services and supports are projected to more than double by 2040 due to the aging of the baby boomers. 

Medicaid should not have to continue to pay the majority of these costs because:

· People should not be required to become very poor, give up their assets, and have severe functional limitations in order to access any services and supports, and 

· The growing costs of long-term services and supports will put increasing strain on the Medicaid system 

What does the CLASS Act do? 

The CLASS Act creates a nationwide public insurance program (the CLASS Program) to help pay for long-term services and supports for millions of Americans who have significant functional limitations.

What are long-term services and supports? Are they health care? Does health insurance pay for them? 

Long-term services and supports are not health care.  Long-term services and supports are about maintaining health in the face of disability or chronic illness and maximizing functionality and independence.  The concept of long-term services and supports is more analogous to individual financial planning to meet changing needs over your lifetime than the immediacy of a health insurance model.

Who can enroll in the CLASS Program? 

Working individuals age 18 and older who are employed or self-employed can enroll in the program. Non-employed spouses can also enroll in the program. 

Who cannot enroll in the program? 

The following groups of people cannot participate in CLASS program:

· Someone under 18
· Someone who is not actively at work 

· Someone who is enrolled in Medicaid and residing in a public institution 

· Someone who is in jail, prison, a penal institution, or other correctional facility 

How do people enroll in the CLASS program? 

People who are employed won’t have to do anything to enroll. Their employers will automatically sign them up to participate, unless they decide to opt-out. If a self-employed person or the spouse of a worker wants to participate, they must actively enroll by signing up to make contributions through an alternative payment option that will be established. 

Does everyone have to participate in the CLASS Program?

No. Participation in the program is voluntary but anyone who is employed must opt-out or their employer will automatically enroll them. 

Can anyone be turned down for the program because they already have a functional limitation or disability?

No. As long as someone meets the basic requirements listed above they are eligible to participate in program. There will be no underwriting to determine whether someone can participate or to determine how much someone’s premium amount will be. 

How much will people have to pay to participate in the CLASS Program?

When someone first enrolls in the Program, a premium level will be set for that person. If the person enrolls during the first year they are eligible to do so (whether that is the first year of the program, when they first turn 18, or when they first become employed), they will pay a flat, low premium not to exceed $30 per month. If someone decides to enroll at some time after the first year in which they were eligible to participate, they will have to pay a higher premium that will be adjusted.
Who will administer the CLASS Program? 

The CLASS program will be administered by the Department of Health and Human Services (HHS). 

What will happen to the premium contributions people make toward the CLASS program? 

All of the money contributed will be deposited in the “Independence Fund.” The Secretary of HHS will manage the Independence Fund. Money in the Independence Fund will be used to cover all of the costs of the CLASS Program. 

How will the administrative costs of the CLASS program be paid? 

All administrative costs for the CLASS Program will be paid out of the money in the Independence Fund. The administrative costs will never be allowed to exceed 5% of the total expenditures in any given year that benefit payments are being made. 

Do employers contribute to the CLASS Program? 

No. Employers are not required to make any contribution to the CLASS Program, but nothing prohibits their ability to contribute.
Once an individual’s premium is established will it ever change? 

As long as a person continues to make uninterrupted contributions to the CLASS Program, their premium level will not be adjusted with one exception. The Secretary of HHS may adjust the premiums of all participants in the Program if it is necessary to do so to ensure that there is enough money in the Independence Fund to keep the program solvent. 

What if a person stops making payments? Can someone reenroll? What happens to their premium? 

Any CLASS Program participant who stops making payments is allowed to reenroll in the program at a later time. If they start making payments again within 3 months, they will pay the same premium they did before they stopped making contributions. If the person waits longer than 3 months, they will have to pay a higher, age adjusted premium. 

Is there a limit to the number of times a person can stop contributions and then later reenroll?

No. A person can stop making payments and reenroll as many times as they may need to. However, their premium will be adjusted each time the interruption in payment is longer than three months. 

How long does a person have to contribute to the Program before they become eligible to apply for benefits? 

A CLASS Program participant must make contributions to the Independence Fund for at 5 years (60 months) before they can apply for Program benefits. The 60 months do not have to be consecutive. People who stop paying and reenroll will be automatically credited for the payments they made prior to the interruption in payment. However, any person who does not make payments for more than 3 months and later reenrolls will be required to pay in for at least 12 months (1 year) to be eligible to apply for benefits regardless of how many quarters they previously contributed. 

Does a person need to keep paying once they have contributed for 5 years in order to get benefits? 

Yes. In order to be eligible to apply for benefits a CLASS Program participant must continue to make premium payments. In order for an application for benefits to be approved the applicant must be current with their premium payments. If payment has stopped, they must meet the requirements in the answer to the previous question, unless they are receiving the benefit and are unemployed.
Does a Program participant need to keep working in order to continue participating in the Program? 

No. As long as the person was working when they enrolled, they do not need to keep working to continue to participate. Someone who retires or becomes unemployed will remain a participant as long as they continue to make monthly premium contributions. The person would contribute through the alternative payment mechanism established by the Secretary of HHS.

How is eligibility for Program benefits determined? 

Eligibility for CLASS Program benefits is based on needing assistance to perform at least two activities of daily living. There are two benefit levels under the CLASS Program. To be eligible for Tier 1 benefits, a Program participant must require assistance to perform two or three activities of daily living. To be eligible for Tier 2 benefits, a CLASS program participant must require assistance to perform 4 or more activities of daily living.

What are activities of daily living? 

For the purposes of the CLASS Act, there are six activities of daily living. The activities of daily living are: 

· Eating

· Toileting

· Transferring 

· Bathing 

· Dressing 

· Continence

What are CLASS Program benefits?

CLASS program benefits are cash benefits. Each benefit tier pays a fixed value daily benefit. To reflect the greater needs of those with more functional limitations, program participants who qualify for Tier 2 will receive higher daily cash benefits than those who qualify for Tier 1. The benefit amounts are: 

· Tier 1: $50/day 

· Tier 2: $100/day 

Will the benefit amount be adjusted for inflation? 

Yes. The Secretary will adjust the benefit amount for both Tier 1 and Tier 2 beneficiaries every year by the consumer price index. 

Who will decide if Program participants are eligible for Program benefits?

HHS will contract with organizations in every state, called the State Disability Determination Services, to perform eligibility assessments. The Disability Determination Services will decide if an applicant needs assistance performing activities of daily living, and if so, how many. The State Disability Determination Service will then issue a decision stating if the applicant is eligible for no benefit, Tier 1 benefits or Tier 2 benefits. 

How long will it take for the State Disability Determination Service to make a decision?

The State Disability Determination Service will have 30 days to make a decision regarding whether an applicant is eligible for benefits. HHS will deem approved any application that has been pending for 45 days. 

Can a person appeal the decision of the State Disability Determination Service?

Yes. The Secretary of HHS will establish procedures by which an applicant who receives an unfavorable determination can appeal the decision. The Secretary of HHS will also contract with an organization in every state, called the State Protection & Advocacy System, who will provide beneficiaries with information regarding how to access the appeals process established by the Secretary. 

How will CLASS Program benefits be paid? 

CLASS benefits will be deposited into a Life Independence Account. The beneficiary can access the benefits via a debit card. Benefits will be deposited monthly into the account, based on the daily amount times the number of days in that month. The yearly benefit maximum is also based on the daily amount. 

When do benefit payments start? 

Payments start as soon as the State Disability Determination Service approves the application. There is no waiting period for benefits to begin. 

Can a Program beneficiary save up their benefits for larger purchases?

Yes. Benefits can be rolled over from month-to-month so they can save for bigger purchases (e.g. a wheelchair, home modifications). Benefits cannot be rolled over from year to year. Every 12 months, any money remaining in an individual’s Life Independence Account will be returned to the Independence Fund. 

What about a beneficiary who needs assistance with their CLASS benefits?

Individuals with cognitive impairments that might need assistance in obtaining needed services and supports can have an authorized representative to help them. The Secretary of HHS will establish procedures to ensure that authorized representatives provide quality services and to prevent fraud or abuse from occurring. 

What can benefits be used for? 

CLASS Program benefits can be used to purchase non-medical services and supports that the beneficiary needs to maintain their independence in the community. This can include making modifications to a home, buying a wheelchair, compensating a family member for assisting them, hiring a driver, making modifications to a vehicle, hiring a personal assistant or attendant, purchasing supplies, etc.

Do people have to pay premiums when they are receiving benefits? 

It depends. If a person is receiving CLASS Program benefits and is not working, they do not have to pay premiums. On the other hand, if a person is working and receiving benefits they will be required to continue to make premium contributions. 

Is there a limit on how long someone can receive benefit payments? 

No. As long as someone continues to need assistance in performing the number of activities of daily living required, they would continue to receive the benefit payments for the appropriate tier. There is also no lifetime limit on the amount of money an individual can receive. 

When does an individual’s benefit payment stop? 

A beneficiary will no longer receive benefit payments when they no longer need assistance with activities of daily living or the beneficiary dies. At that time, no further benefit payments are made and any balance in the beneficiaries Life Independence Account will be returned to the Independence Fund. 

When would the first CLASS Program benefits be paid out? 

Since no one can apply for benefits until they have paid in for at least 60 months, no benefits would be paid out in the first 5 years. 

How would HHS know to stop a person’s benefit? 

Each person receiving Program benefits would be required to notify HHS if they no longer need assistance with activities of daily living. In addition, every beneficiary will be required to certify yearly to HHS that they continue to need assistance in performing activities of daily living. At the same time, they would need to submit verification regarding whether they were working in order to determine if they need to pay premiums and to provide documentation of their expenditures. 

Who will keep track of CLASS Program participants and their contributions? 

HHS will track enrollment, age of enrollment, premium level, length of contribution and benefit eligibility.

If a person participates in the CLASS program do they still need health insurance? 

Yes. Long –term services and supports are not health care and the CLASS Program does not replace basic health insurance. 

Would CLASS Program benefits replace other benefits received by an individual? 

No. CLASS Program benefits will supplement other benefits, public and private, and not replace them. An individual will still receive any other benefits they currently get. 

Will the receipt of CLASS Program benefits affect a person’s eligibility for other public programs? 

No. CLASS Act benefits would not count as earned or unearned income for the purposes of determining eligibility under any other Federal, State, or locally funded program, including (but not limited to) Supplemental Security Income, Social Security Old Age, Retirement or Disability benefits, Medicare, Medicaid, Veteran’s Affairs, low income housing assistance or the food stamp program. 

What about private long-term care insurance? 

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

Can a person receive CLASS Program benefits and receive services under Medicaid? 

Yes, but depending on the specific circumstances, a CLASS Program beneficiary might be required to use some of their Program benefits to contribute to the cost of their care. There are three different ways that CLASS Program benefits will be treated for someone who is also eligible for Medicaid:

1. A person who has Medicaid for their health insurance, but is not receiving long-term services and supports from Medicaid. This person is living in the community and has not triggered the nursing home level benefit under Medicaid. This person can keep all of their CLASS Program benefits to buy the services and supports they need to stay independent and remain in the community. 

2. A person who is enrolled in Medicaid and is residing in a nursing home or other public institution. In this case, CLASS Program benefits would pay the institution before Medicaid. The person would be able to keep $200 of their CLASS Program benefits to supplement the current personal needs allowance. 

3. A person is living in the community and is receiving CLASS Program benefits as well as home and community based services through Medicaid. The state may require the person to contribute up to 50 percent of their CLASS Program benefits toward the cost of their care. States can only require people to contribute if the benefits they offer under their home and community based waiver or rehabilitation or personal care options are sufficient to meet people’s needs as described in the CLASS Act. 

Are there any incentives for employers to participate? 

Yes. Employers can claim a tax credit of up to 25% of their expenses for enrolling people in the Program and for making the payroll deduction on behalf of their employees. 

Are there any incentives for workers to participate in the CLASS Program? 

Yes. Anyone who participates in the CLASS Program is entitled to an above the line deduction for the full amount of premiums paid. In addition, workers who earn less than 250% of the federal poverty level can claim a refundable tax credit for up to 50% of the premiums they paid. 

What if someone who receives CLASS Program benefits is the victim of fraud or abuse?

The Secretary of HHS will create policies and procedures designed to prevent fraud and abuse toward CLASS program beneficiaries. The Secretary will also give grants to the organizations in every state, called State Protection & Advocacy Systems, to assist and advocate on behalf of Program beneficiaries in the unlikely event that fraud or abuse occurs. 

