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CSSB 315 (HESS): "An Act relating to long-term care disability
insurance; and providing for an effective date.

The department supports this legislation. This bill establishes a specific 
regulatory framework for insurance contracts that provide for long-term care 
benefits. It establis les certain standardized contract provisions in order to 
require certain minimum benefits and to facilitate public understanding and 
comparison shopping.

Funding of long-term care is a critical issue throughout the nation that impacts 
all third-party and out-of-pocket payers of medical care for older persons. 
"Long-term care" is the term that pertains to a continuum of care that ranges 
from some assistance in the home to the extreme of 24-hour skilled care in a 
medical facility. Our average population is getting older and is living longer, 
thus, increasing the likelihood of mo-e people requiring some form of long-term 
care. Medicare currently provides almost no coverage for long-term care. 
Medicaid provides the majority of the funding for long-term care nationwide and 
provides for nearly all of the funding for skilled nursing service care in Alaska. 
Most Americans are not financially prepared to meet the cost of long-term care in 
their later years. This results in those people spending down both assets and 
income in order to qualify for public assistance primarily through Medicaid.

The insurance industry has been slow to develop insurance product? to cover this 
risk. The most important reason for this is the lack of reliable statistical data on 
which to base rates, coupled with the fact that correct projection of costs for into 
the future is required and is extremely difficult to accomplish. Although this 
attitude is changing, the general population has held the misperception that 
there is little or no need for such coverage and also that, if long-term care is 
needed, Medicare would provide the necessary benefits.

Without mechanisms such as insurance produces to prefund long-term core, 
publicly-funded care is expected to increase, perhaps to a point beyond that 
which public resources can readily bear. It is important to encourage the growth 
of insurance products to help finance long-term care needs. Howeve-, this needs 
to be done in a manner that provides appropriate elements of consumer 
protection.

SB 315 is based on the National Association of Insurance Commissioners (NAIC) 
Model Long-Term Care Act. The NAIC is encouraging the adoption of this model 
by the various states in lieu of federal intervention. Abuses have occurred in 
other states with a large senior population. These abuses have received 
Congressional scrutiny, with indications that the federal government should 
regulate long-term care if the states do not.

S J U iL a r r y  M e rc u lie f f .  ( fo m m is s io n o r  

D a te : J ?h)<j 0 _______________

LM /LW /dg lG 2G G D
2690a



Hlasffea £s>tate legislature
S E N A T O R  P A U L  F I S C H E R ,  C h a i r m a n  
S E N A T O R  J I M  C J N C A N ,  V i c e  C h a i r m a n  
S E N A T O R  A L  A D A M S  
S E N A T O R  L L O Y D  J O N E S  
S E N A T O R  T I M  K E L L Y

Senate Committee on 
©caltfj, Ctiucation anti Social &crbices

P O  B O X  V  
R O O M  508 

S T A T E  C A P I T O L  
(9 0 0  465-3762

T O :

FROM:

DATE:

RE:

REPRESENTATIVE JOHNNY ELLIS, CHAIRMAN, HOUSE HEALTH, 
EDUCATION AND SOCIAL SERVICES COMMITTEE.

SENATOR PAUL FISCHER, CHAIRMAN, SENATE HEALTH 
EDUCATION AND SOCIAL SFRVICES COMMITTEE.

MARCH 16, 1990

SB 315 - LONG TERM CARE INSURANCE.

THIS BILL IS BASED UPON A MODEL ACT DEVELOPED BY THE NATIONAL 
ASSOCIATION OF INSURANCE COMMISSIONERS. IT ESSENTIALLY ALLOWS 
PROVIDERS TO DELIVER LONG TERM CARE INSURANCE IN THE STATE OF 
ALASKA. TO DATE, 38 STATES HAVE DEVELOPED SIMILAR VERSIONS OF 
THIS MODEL ACT. SEVERAL OTHER STATES HAVE SIMILAR MEASURES 
UNDER CONSIDERATION.

ESSENTIALLY, THIS BILL PROVIDES A METHOD FOR OUR CITIZENRY TO 
MEET THE NEEDS OF AN AGING POPULATION. MEDICARE CURRENTLY 
PROVIDES ALMOST NO COVERAGE FOR LONG TERM CARE. MOST COVERAGE 
FOR LONG TERM CARE COMES OUT OF MEDICAID. THIS BILL PROVIDES A 
PRIVATE SECTOR ALTERNATIVE FOR INDIVIDUALS IN NEED OF LONG 
TERM CARE. IT WOULD ALSO HELP REDUCE PRESSURES ON THE 
MEDICAID BUDGET.

THIS BILL ENJOYS THE SUPPORT OF THE DEPARTMENT OF COMMERCE,
THE HEALTH INSURANCE ASSOCIATION OF AMERICA, AND THE AMERICAN 
COUNCIL OF LIFE INSURANCE.

I RESPECTFULLY REQIEST THAT YOU CONSIDER THIS BILL FOR 
SCHEDULING AT YOUR EARLIEST POSSIBLE CONVENIENCE.

THANK YOU.



LONG TERM CARE 
EDUCATION COALITION

WHAT S  LONG-TERM CARE? 
W h y  Y o u  N e e d  t o  K n o w

This is Use first in a series o f newsletters produced by the 
Couiition for Long-term Cure education The Coalition is 
comprised of a variety of organizations, cooperating in 
this endeavor to respond to the need for educational 
information on the subject o f long term care. This issue 
introduces the concept of long-term care and explains 
why it should be of concent to you Subsequent issues 
will l>e produced periodically on such topics as long- 
term care options, paying fo r long-term care, u hat to 
look fo r when selecting long-term care services, and 
others.

T he re 's  a nrc.it dea l o f  ta lk  th e se  days abou t " th e  g rav ing  
o f  A m erica " and  som e th in g  c a lle d  " th e  lo n g -te rm  c a re
issue ."

W hat's  it a ll abou t?  W h y  sh o u ld  y ou  care?
A m erica  is g e tting  o ld e r . M o re  and  m o re  o f  us a re  m o v ­

ing  in to  o u r  s e n io r years. And o u r  li fe  expec tan cy  is 
in c reas ing

In  th e  yea r 2 0 0 0 . ab ou t 3 5  m ill io n  A m ericans w i l l be  
aged 6 5  and o v e r— m o re  than  tw ice  the  n um b e r in  I9 6 0 .  
S ince  I 9 6 0 ,  th e  p o p u la t io n  aged  6 5  and  o v e r  has g row n  
m o re  than tw ice  as fast as th e  U.S. p o p u la t io n  in g en e ra l. 
T h e  n um b e r o f  A m ericans aged  8 0  and  o v e r  to ta ls  a lm ost 
s ix  m illio n  tod ay ; in th e  y e a r 2 0 3 0 .  that n um be r is e x p e c t ­
ed  t o  have  a lm ost t r ip le d .

T hese  statistics te ll th e  s to ry  b eh in d  the ph rase , " th e  
g ray ing  o f  A m erica ."

T h is  g row th  in  the  e ld e r ly  p o p u la t io n  w ill be  re f le c te d , 
am on g  o th e r  things, in  an in c reased  dem and  fo r  lo n g -te rm  
c a re  se rv ices. Hut w ha t is " lo n g -te rm  ca re "  and  w hy  d o  
y ou  n eed  to  k n ow  jb o u t  it>

T h e  C h a l le n g e  o f  l  iv in g  L o n g e r  
W e  A m ericans a re  h e a lth ie r than  e v e r— and liv in g  lo n g e r 
And because  s o  m any A m erican s w i l l liv e  In to  th e ir 
e igh tie s  and n in e t ie s— pe rh ap s  e ven  to  age 1 0 0 — w e  a ll 
n eed  to  d o  som e  lo o k in g  a lie jd

W h ile  m any m illio n s  o f  " v o u n g o ld "  A m ericans le ad  
h e a lth y , ac tive  lives , o th e rs  a re  not so  fo rtu n a te  T w o  ou t 
o f  five p e rson s aged 6 5  and o v e r  r o k  n eed ing  nu rs ing  
h om e  ca re  Hy the  vca r 1 9 9 0 . a b ou t ■*** m illio n  A m ericans 
o v e r  age 6 5  a re  e xp e c ted  to  n eed  s om e  fo rm  o f  lo n g  te rm

c a re . And as w e  get in to  o u r  e igh ties , the chan ces in c re a se  
c on s id e ra b ly  that w e  w ill face h ea lth  p ro b lem s  o r  fra ilty . 
Statistics sh ow  that, at any  g iven tim e . 2 2  p e rc e n t o f  th o se  
aged 8 5  o r  o ld e r  a re  in a nu rs ing  hom e.

M any o f  us a re  c o n c e rn e d  that o u r  h ea lth  m igh t d e te r io ­
ra te  as w c  get o ld e r  and w e  w o rn -  abou t o u r  financ ia l 
a b ility  to  h an d le  d isab ility  o r  illn ess . S till, few ’ o f  us m ake 
p re p a ra tio n s  that w o u ld  h e lp  us hand le  these  situa tions . 
W h y?  P a rtia lly  it hxs to  d o  w ith  w idesp read  m isu nd e r­
stand ing  ab ou t lo n g -te rm  ca re  and h ow  it is pa id fo r .

G e t t in g  th e  F a c ts  S t r a ig h t
.Many A m ericans d e n y  th e ir  ow n  po ss ib le  fu tu re  n eed  fo r  
lo n g -te rm  c a re , assoc ia te  lo n g -te rm  ca re  o n ly  w ith  nu rs ing  
h om es  and b e lie v e  that M ed ica re  w ill pay  f o r  m ost lo n g ­
te rm  c a re  s e rv ic e s— a ll m isconcep tion s .

T lie  p u rp o se  o f  th is  n ew s le tte r is to  h e lp  c le a r up  s om e  
o f  the  c on fu s io n  fo r  y ou  abou t lo n g -te rm  c a re — to  h e lp  
y ou  le a rn  ab ou t th e  Issue and to  p rep a re  y o u r s e lf  and 
o th e r  fam ily  m em be rs  f o r  a p o ss ib le  need fo r  lo n g  te rm  
c a re  se rv ices.

W h a t  Is  L o n g - t e rm  C a re ?
S im p ly  stated , lo n g -te rm  c a re  re fe rs  to  a p e rson 's  n e ed  fo r  
a w id e  range  o f  m ed ica l, nu rs ing , and so c ia l se rv ic e s  o v e r  
a p ro lo n g e d  p e r io d  o f  tim e . Th is is g e n e ra lly  c a lle d  
“ c h ro n ic "  c a re , as d is tin c t f ro m  m o re  in ten s ive  m ed ic a l 
trea tm en t fo r  a s h o rt- te rm  illn e ss  c a lle d  "a c u te "  care . T h e  
n eed  fo r  lo n g -te rm  ca re  can  re su lt from  c h ro n ic  il ln e s s  o r  
d isab ility  o r  fro m  a sudden  acc id en t o r  s t ro k e .

Long -te rm  c a re  d o c s  N O T  take p lace  o n ly  in a n u rs in g  
h om e , n o r  is it n e ed ed  o n ly  by  th e  e ld e r ly . T a re  m igh t b e  
p ro v id e d  to  p e o p le  o f  anv age in the  h om e , in  c om m u n ity  
fa c ilit ie s , o r  in  n u rs in g  h om es  Re latives , fr ie n d s  and n e ig h ­
b o rs . and th o se  w o rk in g  lo r  c om m un ity  se rv ic e s  o fte n  
p ro v id e  assistance w ith  th e  n o rm a l a c tiv ities  o f  d a ily  liv in g  
such  as eating , ba th ing , and  d re s s in g  O r. th o se  w h o  n eed  
c a re  c o u ld  b e  liv in g  in a c om m un ity  fo r  s e n io r  c t li /c n s  
w h ich  m igh t n»' c l a ll o f  th e ir  h ea lth  and v k i j I n e ed s—  
c om m on ly  k n ow n  as a c on tin u in g  c a re  c om m u n ity

If y o u  d o  n o t h ave  these su p p o rt system s o r  it v ou  n eed  
s k ille d  nu rs in g  o r  reh ab ilita t iv e  c a re  o n  a d a ily  basis, y o u  
n u v  tind v o u r  on ly  o p t io n  to  b e  an in s titu tion  such as a 
n u rs in g  h om e

xis< wi Kctuir Program
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Social services arc xs important a part o f  long-term  care 
as are  medical and nursing services, particu la rly  in helping 
you remain in the com m unity if you need care. They 
inc lude services prov ided in one's ow n hom e such as 
hom em aker o r  "ch o re " services, "m eals on  wheels" and 
those p rov ided in a com m unity setting such as an adult 
day ca re  center. Some o f  these services may also p rov ide 
"resp ite care ," which is tim e o f f  fo r fam ily members caring 
fo r an e ld e r ly  relative.

Future newsletters w ill c ove r the types o f  services avail­
able fo r long-term  care in m ore  detail.

T h i n k i n g  a b o u t  t h e  O p t i o n s

I f  you are e lde rly  and need he lp  w ith day-to-day tasks, you 
may a lready have had to  think about you r need fo r lon g ­
term  care. You have perhaps w ondered  how  much longe r 
you w ill he ab le to  remain in you r hom e and what kinds 
o f  he lp you w ill need to  do that. H ere arc tw o things you 
can do : ( I ) E xp lo re  com m unity programs in you r area.
( 2 )  Find ou t the cost o f  these d ifferen t programs to  de te r­
m ine how  far you r savings o r  insurance w ill go to meeting 
those costs.

I f  you  are the m iddle-aged child o f  an e ld e rly  parent, 
you've p robab ly  been considering sim ilar questions about 
y ou r paren t’s future. And then there ’s you r own fu tu re—  
it's ve ry  possib le (hat you have been st^busy raising and 
educating y ou r ch ild ren  and w o rry ing  about you r parents 
that you 've devoted litt le  tim e to plans fo r y ou r own o ld e r 
years.

T h e  R o le  o f  G o v e rn m e n t  P ro g ra m s
Surveys show  that m illions o f  o ld e r persons m istakenly 
be lieve that Medicare covers m ost long-term  care services. 
This is a dangerous m isunderstanding because it leads to a 
false sense o f  security, thinking we a lready have coverage 
fo r the expenses o f a ch ron ic  illness o r  disability.

Medicare does not c ove r a n y  long-term  care expenses.
It Is intended to  help pay fo r short-te rm  "acu te" care In a 
hospital.

It a lso pays fo r  care in a M edicare-certified skilled nu rs­
ing hom e that provides daily nursing and rehabilitative 
care fo r  a patient fo llow ing  hospita lization Medicare o ffe rs 
coverage fo r on ly  100 days o f  skilled nursing home care 
annually and pays in fu ll fo r o n ly  the first 2 0  days o f  such 
care.

Medicare pays fo r ca re  in v ou r hom e on ly  if you arc 
hom chonnd and need, fo r  a lim ited pe riod  o f  time, part- 
time nursing o r  speech therapy o r  physical therapy.

And w h ile  private supplem enta l health insurance (c o m ­
m on ly  re fe rred  to  as "M edigap" insu rance) is designed to 
he lp  cove r som e o f  the gaps that Medicare covers, it docs 
no t inc lude long term care 

Medicaid, the governm ent program  fo r  peop le  w ith very 
low  Incomes, d o e s  c o v e r the c o m  ot long-term  nursing 
hom e care. Hut if you have savings, you  lite ra lly  have to  
im poverish  you rse lf to quality fo r the prog ram , which 
means first "spending dow n" o r  exhausting a ll o f  you r 
ow n  assets (a lthough  you  do no t have to  se ll you r h ou se ) 

I ’nderstanding the lim itations o f these program s is 
important when you are beginning to  e xp lo re  choices fo r 
y ou rse lf o r  lo r  a fam ily m em ber Costs vary considerab ly

depending on  the range o f  services needed and where 
those services w ill be provided. Home care may be the 
least expensive i f  on ly  lim ited support is needed and if 
fam ily members arc the prim ary caregivers. On the o the r 
hand, an institution such xs a skilled nursing hom e might 
be very  expensive, costing between S 20 .000  and S-l().()()0 
a year.

Medicaid and private savings are the tw o m ajor ways to 
finance long  term care today. Various government financ­
ing op tions are being considered by Congress, m a jo r stud­
ies on  financing long-term  care w ill soon be relexsed, and 
private insurance is becom ing m ore w ide ly available. W e'll 
te ll you m o re  about these developments in another news­
le tte r.

S u m m in g  U p
W c a ll need to think about ou r o ld e r years— whether w e 
want to — o r  w ill be able t o — stay in ou r homes, m ove to 
retirem ent comm unities o r  continuing care communities, 
o r  arrange fo r nursing hom e care. These decisions depend, 
o f  course , on  the state o f  o u r health and the degree to 
which we are  independent.

M illions o f  fam ily m em bers today continue a long  Amer­
ican tradition o f caring fo r e lde rly  relatives. Family care­
givers p rov id e  between 75  and 9 0  percent o f  the personal 
care, househo ld  maintenance, transportation and shopping 
fo r o ld e r  persons.

Hut the rea lity is that many o f  us are liv ing to very  o ld  
ages and a re  being taken care o f by relatives who them ­
selves may be e ld e rly  o r  w ho  may also be juggling jobs 
and o th e r fam ily responsibilities. Many peop le  w ho arc- 
caring fo r e ld e rly  re latives find u ve ry  difficu lt to bear tilt- 
en tire burden alone. It is important that w e all get as 
much he lp fo r ou rse lves o r  e lde rly  re latives and have xs 
many op tions as possib le.

O bv iously , the soon e r you begin thinking and planning 
fo r a time when you o r  a re lative may requ ire  long-term  
care, the bette r prepared you  will be if a need arises. A 
crisis deve lops on ly  when w e don ’t plan.

Anticipating long-term  care needs can mean, fo r exam ­
ple. checking into a ll o f  the resources available in you r 
comm unity , such as hom e care, adu lt day care, continuing 
care communities, and nursing homes. It means investigat­
ing the costs o f  these serv ices and facilities and dete rm in ­
ing what resources you have to cove r those costs. It 
means look ing  into governm ent programs, private long ­
term care insurance, and the ir costs and coverage. And it 
means fo llow ing  federa l and state legislative proposa ls that 
o ffe r new  so lu tions to  meet long-term  care needs.

Ask questions Find out what is available. Become a 
know ledgeab le consumer. Check ou t a ll \ o u r  op tions And 
look  fo r  the next in this series of educational newsletters

To obtain additional copies, please w rite  to

American C ounc il o f  I.lfe  In su rance 
Health In su rance Association o f  America
Company Services
lo o i Pennsylvania Avenue. N A'
Washington, IXi 21MXM-2599
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L o n g - t e r m  C a r e  In s u r a n c e

any people want to know 
how to buy insurance cov­
erage that will protect them 

from the potentially catastrophic 
expenses related to long-term care. 
However, most people do not know 
what their chances are o f  ever need­
ing long-term care services, how 
expensive these services can be or 
whether their present health insur­
ance coverage will take care of 
them.

W ha t Is Long-te rm  C a re ?
Long-term care refers to the kind 

o f  help that you might need should 
you develop a chronic illness or dis­
ability that makes it impossible for 
you to care for yourself. You may 
never need lengthy care in a nursing 
home, but it’s possible that some 
day you will need help at home with 
daily activities such as dressing, 
bathing, or walking.

To meet a range of long-term care 
needs, there arc many kinds o f long­
term care services in addition to the 
care associated with lengthy stays in 
a nursing home or health care you 
may need at home. O ther services 
include: adult day care; respite care 
(which helps family members cope 
with caring for older persons at 
home); care given in senior citizens 
o r congregate housing; aide or chore 
services; and friendly visiting serv­
ices.

Some or all o f  these services may 
be available where you live now or 
plan to retire. However, this issue of 
C o n sum e r  Notes deals mainly with 
the two kinds o f  long-term care cov­
ered by private long-term care insur­
ance policies that arc currently avail­
able: nursing home and home health 
care.

In addition, it will help you gauge 
whether long-term care insurance 
policies can help you meet future 
expenses related to chronic illness or 
disability.

M edicare a n d  Long-term  C a re
The fact is that neither M .dicarc 

nor private Medicare supplement 
insurance (or the health insurance 
you have through your employer) 
will pay for most long-term care 
expenses.

Medicare supplement (Mcdigap) 
insurance is private insurance that is 
designed to help cover some o f  the 
gaps in Medicare coverage. It will 
not cover long-term care costs.
Some retirees arc covered by their 
group health plan which comple­
ments Medicare, but these plans 
generally do not cover long-term 

_ca rc  either.
Although you may have Medicare 

as well as other health insurance, 
you will be covered for expenses 
related to only a limited amount of 
skilled nursing care. Skilled nursing 
care refers to the kind of daily nurs­
ing and rehabilitative care that can 
be performed only by. or under the 
supervision o f  skilled medical per­
sonnel. The care received must also 
be based on a doctor’s orders.

This means you will not be r e v ­
ered if you need the kind o f  extend­
ed. intermediate or custodial care 
associated with long-term nursing 
home stays o r if you need prolonged 
home health carc on a daily basis.

Intermediate care refers to occa­
sional nursing and rehabilitative carc 
that must be based on a doc to r’s 
orders and can only be performed 
by. or under the supervision of 
skilled medical personnel. Custodial 
carc is carc that is primarily for the 
purpose of meeting personal needs 
such as help in walking, bathing, 
dressing, eating or taking medicine.
It can usually he provided by some­
one without professional medical 
skills or training.

Home health carc may include 
carc received j t  home such as part- 
time skilled nursing carc. speech 
therapy, physical or occupational

therapy, part-time services of home 
health aides or help from homemak­
ers or chorcworkcrs.

At present, there arc a limited 
number o f  long-term care insurance 
products available that do cover 
these kinds of expenses. However, 
insurance companies are developing 
more products as the demand for 
this kind o f  coverage increases.

Will You Need Long - te rm  C a re ?
By the year 1990, about 7.7 m il­

lion Americans over age 65 will 
likely need some form o f long-term 
carc.

But those aged 85 or older arc the 
most at risk for needing long-term 
carc services. In fact, statistics show 
that, at any given time. 22 percent 
o f  those aged 85 or older arc in a 
nursing home.

At the same time, it is estimated 
that two out of live people aged 65 
or older risk entering a nursing 
home. More than half o f  those will 
need to stay 90 days or fewer: yet 
about 40 percent will need to stay 
on average 2Vi years. Only a small 
number ever stay over five years.

While you may never need nurs­
ing home carc. home health carc or 
other long-term care services, you 
still may wish to consider purchas­
ing insurance that covers many o f  
these services because o f  the risks 
posed by the need for long-term carc 
and the costs involved.

Insurance, by delinition. is a way 
for you to share the costs of possible 
economic loss by contracting with 
an insurance company to assume the 
risk o f  such a loss in exchange for a 
premium.

How Expensive Is Long- te rm  C u re?
Long-term care can be very 

expensive. In 1986, a year in a 
nursing home cost an average ol 
S20.000 to $30,000 (the cost often 
depending on the j ' cj in which the



home is located) or about S2.000 
per month. At the most expensive 
nursing homes, the annual cost 
could be as much as 550,000.

Home health care provided on an 
unskilled basis (help with grooming 
or dressing) by a home health aide 
three times a week for a year can 
easily cost S440 a month or 55.300 
a year. Skilled nursing home care 
visits can cost even more with three 
visits per week for a year running as 
much as S680 a month or 58 ,200 a 
year.

It 's difficult to know what kind of 
care you may need or what the costs 
will be, but knowing you will be 
responsible for the majority o f  
expenses, you can begin to consider 
what kind o f  insurance coverage you 
need to buy.

W ho  Pays fo r Long-te rm  C a re ?
In 1987, over half of nursing 

home care expenses alone were p a i d "  
out-of-pocket by individuals o r  fami­
lies. Medicare paid for less than two 
percent o f  the nation’s S4 I .6  billion 
annual nursing home bill and private 
insurance paid even less.

In  fac t, M ed ica re  will only he lp  
pay for:
• Skilled nursing carc up to 100 

days, and your admission to a 
facility must be within 30 days of 
a three-day hospital stay. A physi­
cian must show that your adm is­
sion is necessary.*

• Part-time skilled home health care 
(but only if you arc homcbound. a 
physician certifies the carc is nec­
essary and provides a treatment 
plan and the agency is Medicare 
participating). This is a very lim­
ited benefit and docs not cover 
services you may need on a daily 
basis over an extended period of 
time.*
The other primary payer o f  nu rs­

ing home carc expenses (over 42 
percent) is Medicaid, the govern ­
ment program that is meant to pro-

* L c g i t l i n o n  c u r r r n l l y  p e n d i n g  i n  C a n g r t w  i*  

e « p e c i e d  l o  c h j n g e  M e d i c a r e ' *  p r e x e n i  W i l l e d  

n u r v n g  t a r e  a n d  h o m e  h e a l t h  c a i e  h e n e h t *  A l l  

M e d i t a t e  b e n c l t c i a n c t  w i l l  h e  r e c e i v i n g  d e t a i l *  

f r o m  i n s u r e r *  a n d  t h e  f e d e r a l  g o v e r n m e n t  o n c e  t h e  

l a w  g o e *  i n t o  e f f e c t

Elderly Out-Of-Pocket Expenses 
over $2,000 Per Year

vide help with medical expenses to 
the poor. To qualify for Medicaid, 
you (or your family) either must 
already be “ poor” or literally 
impoverish yourself— by spending 
virtually all o f  your assets (except 
your house). That happens to about 
one half o f  the people who enter 
nursing homes as “ private-pay” 
patients. A recent study showed that 
those who pay for nursing home 
care out of their own pockets are 
often impoverished within six 
months to a year. They then must 
turn to Medicaid (public assistance) 
to pay part or all of their expenses.

For those over the age o f  60. 
expenses for some home carc serv­
ices, such as Meals on Wheels, 
homemaker and home health aides, 
arc available on a limited basis 
under the Federal Older Americans 
Act. If you need such services, con ­
tact the local Area Agency on 
Aging, listed in your telephone 
directory, for more information 
about eligibility requirements. Area 
Agencies on Aging are not direct 
providers of services, but they do 
operate an information and referral 
service to help older adults identify 
and access needed assistance within 
their communities.

W ha t K ind  of In su ran ce  Is 
Available?

You can buy private insurance 
that helps to cover major expenses 
for long-term care. (See the “ Who 
Offers Long-term Care Insurance” 
section for where to write about 
available policies.) There are a lim­
ited number of policies on the mar­
ket today, but at least one is avail­
able in each state. These policies 
help pay expenses that may pose the 
highest risk to you.

Almost all available policies are 
“ indemnity" policies, meaning they 
pay a set amount (usually a certain 
dollar figure per day) for care in a 
nursing home or for home health 
care. No policy, however, provides 
blanket coverage for all expenses 
and most policies on the market 
today do not lutomatically adjust for 
inflation. This means a policy’s ben­
efits are not necessarily tied to 
future increases in the costs of long­
term care.

Each policy is priced differently,
In 1986. costs ranged from about 
5100 a year in premiums to more 
than S2.500, depending on several 
factors:

A ge— In general, the younger 
you arc when you buy a policy, the 
lower the premium will be.

E lim ination o r  Deductible 
P e r iod s— These periods are defined 
as the number of days you must be 
confined in a facility or the number 
of home care visits you must have 
received before policy benefits 
begin. Usually, the longer the elimi­
nation or deductible period is. the 
lower the premium will be.

Am oun t Paid and  Dura t ion  o f  
Benefits— These vary from policy 
to policy, but in general, the more 
money the policy will pay or the 
longer the benefit period is, the 
more you will pay for the policy.
For example, a policy that pays 
5100 a day for up to five years of 
nursing home care will cost more 
than a policy that pays 550 a day for 
three years.
W ha t K ind of C a re  Is P rov ided?

Long-term carc policies may pay 
for skilled, intermediate or custodial 
carc in a nursing home. Each policy



may define these levels o f  care dif­
ferently and the definitions are not 
the same as Medicare’s.

Some policies requi.e you to be 
hospitalized first before covering 
nursing home care, and many 
require that you receive skilled or 
intermediate care before they will 
pay for custodial care expenses.

Policies genera lly pay only for 
expenses in facilities th a t :
• Arc licensed by the state and par­

ticipate in Medicaid and/or Medi­
care; and

• Meet the policy’s definition of 
skilled, intermediate or custodial 
care
T h u  Is why it’s very important 

for you to find out the kinds o f  nurs­
ing homes in the area in which you 
live or plan to receive carc before 
you buy a policy. Check the nursing 
homes in your area to make sure 
they fit policy definitions. If they 
don ’t, you may not be eligible for 
benefits.

Also, policies often cover home 
health care services such as skilled 
or non-skillcd nursing care, and 
homemaker and home health aides. 
Some policies, however, require a 
prior nursing home or hospital stay 
before they will cover home health 
care benefits.

W ha t K inds of Lim its A re  T h e re?
All policies contain limitations 

and exclusions in addition to age, 
elimination or deductible periods, or 
the amount and duration o f benefits. 
Others you should study before 
making a purchase arc:

P rt -ex is t ing  cond i t ions— When 
you apply for long-term care insur­
ance. you may be asked questions 
about the previous and current state 
of your health. This :s because an 
insurance company generally 
requires that a certain period o f time 
pass before the policy pays for carc 
related to a health problem /o u  may 
have had when you applied. Such 
health problems arc called pre-exist­
ing conditions. At this time, most 
companies use a six-month p re ­
existing condition limitation pcnod. 
in some cases, you may be denied

coverage because o f  your health 
status.

E lig ib ility— After a certain age, 
you will be unable to buy a policy. 
Each company sets its own age limit 
— usually around age 79. Most poli­
cies arc only available to those over 
the age of 55. It’s possible that both 
age limits may change in the future, 
as new poi.'-'ies are developed and 
sold.

Renewab ll i ty— This policy provi­
sion is normally found on the first 
page of the policy. It tells you under 
what circumstances the policy can 
be cancelled by the insurance com ­
pany or how premiums can be 
raised. Most policies are guaranteed 
renewable and cannot be cancelled.

Exclusions— Policies may not 
pay for long-term carc related to 
mental or nervous conditions, a lco­
holism, mental retardation, or cer­
tain other health conditions or situa­

t i o n s .  However, A lzheimer’s 
disease, and other organic disorders, 
leading causes of nursing home 
admissions, are generally covered.

W ha t K inds o f  Ques tions Shou ld 
You Ask?

Before you consider buying long­
term carc insurance, you should 
determine what kinds of resources 
you have or plan to have to take 
carc o f your long-term carc needs. 
For example, do you have savings, 
life insurance, or a pension that 
would help pay for them? Would 
other family members help you. if 
necessary, or would you qualify for 
community services that are income- 
related?

Be sure to read policies you arc 
considering carefully and compare 
them. Don’t be afraid to ask an 
insurance ageni about anything that 
doesn’t seem clear in the policy. 
There is no one solution for every­
one in planning for the future, but 
your financial plans should include 
consideration o f  your long-term carc 
needs.

The following questions will help 
you compare and evaluate policies 
you may wish to consider. Use them 
as a basis for discus ion w ith an 
insurance agent or for asking ques­

tions about promotional literature 
you may receive in the mail.

What Does Long-term Care Cost?
1. What kinds o f  nursing homes 

arc there in your area and how 
much do they charge per month
for:
• skilled nursing care?
• intermediate nursing care?
• custodial/personal care?

2. What do home health care agen ­
cies in your area charge per 
month for:
• unskilled carc?
• skilled carc?

How Much Does the Policy Pay?
3. What is the maximum amount 

the policy will pay for:
• skilled nursing care?
• intermediate nursing care?
• custodial nursing care?
• home health care?

How Much Does the Policy Cost?
4. How much will the policy cost 

you over time ( i .e . , I . 5, 10, or 
15 years)?

5. Can the company raise your pre­
mium over time or under other 
circumstances? If so, what are 
the circumstances?

Whut Are the Benefits?
6. Docs the policy provide benefits 

for:
• skilled nursing care?
• intermediate care?
• custodial care?
• home health carc?

7. How long will the policy pay 
benefits for:
• skilled nursing carc?
• intermediate nursing carc?
• custodial nursing carc?
• home health carc?
• all o f  the above services?

8. Docs the policy cover Alz­
heimer 's disease if you devel­
oped it after you purchased the 
policy?

9. Docs the policy provide benefits 
if you need carc away from the 
area in which you live or 'f  you 
move to another state ’

10. Will the policy provide benefits 
if you have similar coverage 
with another policy?



11. What is the elimination or 
deductible period before benefits 
begin for:
• nursing home care?
• home health care?

12. What is the pre-existing condi­
tion limitation period?

13. Can the company cancel or 
refuse to renew the policy? If 
there are conditions, what arc 
they?

14. a. Is a prior hospital stay
required before the policy 
will pay for:
• skilled nursing care?
• in'crmediatc nursing carc?
• custodial nursing carc?

b. Is a prior skilled nursing 
home stay required before the 
policy will pay for:
• intermediate care?
• custodial care?

c. Is a prior nursing home stay 
requited before the policy 
will pay for:
• home health carc?

15. Arc there other limitations or 
exclusions that concern you? If 
so, what arc they?

Who OITers Long- te rm  C a re  
In su rance?

There arc policies available now 
in every state and many companies 
are in the process o f  developing pol­
icies.

You may wish to contact your 
state insurance department or insur­
ance agent for more information. To 
obtain a list of private insurers offer­
ing products in your state, write to; 

Health Insurance Association of 
America 

Information Services 
1001 Pennsylvania Avenue. N .W . 
Washington. D .C. 20004-2599

What are the Limits?

Additional Reading
Publications about long-term care, 

health carc coverage, and other sub­
jects o f  interest to older Americans 
are available free or at a low cost 
from the following organizations;

American Association of Homes 
for the Aging 

1129 20th Street. N .W . 
Washington. D.C. 20036 
Telephone: 202/296-5960 

Brochures describing continuing carc 
communities.

American Association o f  Retired 
Persons 

Health Advocacy Services 
1909 K Street, N .W .
Washington, D.C. 20049 
Telephone: 202/872-4700 

Brochures about long-term carc. 
home carc. housing options, health 
carc. and health maintenance organi­
zations.

American Health Care Association 
1200 '5 th Street. N .W . 
Washington. D.C. 20005 
Telephone: 202/833-2050 

Brochures about long-term carc 
facilities.

Council of Better Business 
Bureaus 

1515 Wilson Boulevard 
Arlington. VA 22209 
Telephone: 703/276-0100

Brochures about home carc and 
long-term care facilities.

Health Insurance Association of 
America

1001 Pennsylvania Avenue. N .W . 
Washington. D .C. 20004-2599 
Health Insurance Hotline 1-800- 

423-8000 
Brochures about health insurance, in 
general, and how private health 
insurance works with Medicare. 
Health insurance hotline.

National Consumers League 
Suite 516
815 15th Street. N .W . 
Washington. D C. 20005 
Telephone 202 639-8140 

Brochures about life carc commum- 
cs. home health care , hospice carc. 

ambulatory carc. and health mainte­
nance organizations.

The National Council on the 
Aging. Inc.

West Wing 100 
600 Maryland Avenue. S .W . 
Washington. D .C . 20024 
Telephone: 202/479-1200 

Brochures about long-term care and 
Medicaid, Medicare, community 
resources, housing options and long­
distance carcgiving.

S ta te  In su rance  D epar tm en ts
Some have consumer education 

programs for older Americans about 
a range of insurance-rclalea topics, 
including Medicare. Medicaid, 
Mcdigap. and long-term care insur­
ance. Contact the department in 
your state for further information.
Social Security  District Office 

Several brochures, including 
Y ou r  M ed ica re  H andbook , as well 
us information on Medicaid and oth­
er government programs for the 
elderly. To find the office nearest 
you, check the government listings 
in your telephone directory.

O ther C on sum e r  Notes include: 
A326 Choosing Financial Advisers 
C326 Staying Well, Your 

Responsibility 
D326 Group Health Insurance 

Continuation 
E326 IRAs: An Investment in Your 

Future
F326 Medicare Supplemen.

Insurance 
G326 Help for the Working 

Caregiver 

H326 Checklist for Change:
Financial Planning for Life's 

Transitions

All issues of C onsum er Notes may 
be obtained free-of-charge in single 
or bulk quantities by writing to the 
following address. Please be sure to 

inciude the name and booklet 
number of the issues you are 
ordering.

A merican  Council of Life 
In su rance  

Heulth In su rance  Association of 
America

Comp jny  Services
1001 Pennsylvania Avenue, N .W .
Washington. D.C. 20004-2599
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In addition, no policy which "provides benefits only 
following institutionalization shall condition such 
benefits upon admission to a facility for die same or 
related conditions within a period o f  less than 30 days 
after discharge from the institution."

An oudinc ofcovcrcgc is required for both individual 
and group policies. The oudinc should include (1) a 
description o f  the principal benefits and coverage pro­
vided; and (2) a statement o f  the principal exclusions, 
reductions, and limitations. Individual policies must 
contain a statement o f  die renewal provisions, including 
any reservation of a right to change premiums, and that 
the policy should be consulted to determine governing 
contractual provisions. G roup policies must contain a 
statement that the group master policy determines 
governing contractual provisions.

Arizona— Rev. Stat. Ann. 20-1691 to 20-1691.6 (19e7)

California— Model pending (1988)

Colorado— Rev. Stat. 10-19-101 to TO-19-104 (1986); 
Admin. Ins. Reg. 86-5 (1985)

Connecticut— Gen. Stat.: 9-174m (1986) (Commissioner 
shall develop regulations to implement)

Florida— HB 478 pending (1988)

Georgia—  HB 1748 (19e8)

Hawaii— SB 545 model adopted (1987)

Idaho— Code 41-4601 to 41-4606 (1988)

Illinois— HB 1491 model pending (1987)

Indiana— Codo 27-8-12-1 to 27-8-12-16 (.987) See also 
Codo 12-1-25-1 to 12-1-25-9 (1987)

Iowa— Code 514G.1 to 514G.8 (1987)

Kansas— Stat. Ann. 40-2225 to 40-2228 (1988)

Kontucky— Modol ponding (1988) Rov. Stat. 304.17-314
(1987)

Maino-Rov. Stat. Ann. lit. 24A SjOSI to 55053 (1986; 
authorizes commissioner to develop rogulalions)

Maryland— Ann. Code art. 48A 354FF. 477GG (1986; 
authorizes commissioner to dovelop regulations)

Minnesota— Stat. 62A.46 to 62A.56 (1986/1987) 

Nebraska— LB 416 model adopted (198,)

New York— Ins. Law 1117 (1986)

North Carolina— Gen. Stat. 58-540 to 58-546 (1987)

North Dakota— Cent. Code 26.1-45-01 to 26.1-45-10
(1987)

Ohio— HB 611 ponding (1988)

Oklahoma— Stat. til. 36; 4421 to 4427 (1987)

Oregon— Rov. Stat. 743.138 (1987)

Pennsylvania— SB 1023 model ponding (1988)

Rhode Island— HB 9178 pending (1988)

South Carolina— Model awaiting governor’s signature
(1988)

Tennessee— SB '926 model pending (1988)

Texrs— Ins. Code Ann. art. 370.1(F)(5) (1987; authorizes 
commissioner to develop regulations)

Virginia— Codo 38.2-5200 to 38.5203

Washington— Rov. Codo Ann. 48.84.010 to 48.84.910
(1988)

Wisconsin— Stat. 146.91 (1987)

Wyoming— Stat. 26-38-101 to 26-33-106 (1988)

No Action As Ol July 1988

Alabama Montana
Alaska Nevada
Arkansas Now Hampshiro
Delaware Now Jersoy
District ol Columbia Now Mexico
Guam Puerto Rico
Louisiana South Dakota
Massachusetts Utah
Michigan Vermont
Mississippi Virgm Island
Missouri West Virginia

a
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The National Association of Insurance Commissioners (NAIC) drafted 
the Long-Term Care Insurance Model Act In July 1987. Thirty-two states 
have reported action In regard to long-term care Insurance, having either 
adopted the NAIC Model Act, enacted similar or related legislation, or de­
vised pending legislation.

This report summarizes the provisions under the NAIC Long-Term Care 
Insurance Model Act and lists the action by the various states.

T he Long-Term Care Insurance Model Act was 
drafted by the National Association o f  Insur­
ance Commissioners to establish standards for 
the design o f  long-term carc insurance poli­

cies. The NAIC model has been adopted or used as a 
guide by states to promote the availability o f  individual 
and group insurance coverage for long-term carc.

Following is a summary o f  the provisions under the 
NAIC Model Act:

Section 1. Pu rpo se . The intent of die act is to protect 
the public while recognizing the nccd_to permit flexibil­
ity and innovation with respect to coverage.

Section 2. Scope. Clarifies the entities subject to the 
act notwithstanding any othcrapplicablc state insurance 
legislation that may be in conflict with the act. The act 
is intended to apply to group and individual policies, 
contracts, and certificates issued cither by insurers, 
fraternal benefit societies, non-profit health, hospital, 
and medical service corporations, prepaid health plans, 
health maintenance organizations, or any similarorgani- 
zation.

Section 3. Title. The Long-Term Care Insurance Act.
Section 4. Definitions. The definition o f  "long-tcnn 

carc insurance" means any insurance policy o r  rider 
advertised, marketed, offered; or designed to provide 
coverage for not less than 12 consecutive months for 
each covered person on an expense incurred, indemnity, 
prepaid, or other basts; for one o r  more necessary or 
medically necessary diagnostic, preventive, therapeu­
tic. rehabilitative, maintenance, o r  personal care serv­
ices. provided in a setting other than an acute care unit of 
a hospital.

T he  act funhcr clarifies "oilier than an acute carc unit 
o f  a hospital" is intended to allow' payment o f  benefits 
when "a portion o f  a hospital has been designated for, 
and duly licensed or certified as. a long-term carc p ro­
vider or swing bed."

"Applicant" means the person who seeks to contract 
for benefits under an individual policy or the proposed 
certificate ho lder in the case o f  a group policy.

Section 5. L im its o f  g roup  long - te rm  c a r e  in su r ­
ance . No group insurance coverage may be offered to 
a resident (of this state) under a group policy issued in 
another state, unless this state or another state has 
statutory a r J  regulatory long-tctm carc insurance re­
quirements substantially sim ilar to those adopted in this 
state.

Section 6. D isclosure an d  p e r fo rm an ce  s t a n ­
d a rd s .  This subsection permits die adoption o f  regula­
tions establishing disclosure standards, rcncwability, 
and eligibility terms and conditions, and other perform ­
ance requirements. Regulations should rccogn i/c the 
developing and unique nature o f  long-term carc insur­
ance and the distinction between group and individual 
policies.

No long-tcnn care insurance policy may:
(1) Be cancelled, nonrcncwcd, o r otherwise term i­

nated bccausco fagco rdc tc r io ra i ingm cn ia lo rphys ica l 
health of the insured;

(2) Contain a provision establishing a new w-aiting 
period in the event existing coverage is converted to or 
replaced by a new  or o t l ir r  form within the same 
company, except when the insured voluntarily selects 
increased benefits;

(3) Contain coverage for skilled nursing carc only or 
provide significantly more skilled carc in a facility than 
is covered for lower levels o f  care.

In tenns o f  preexisting conditions, an insurer is not 
prohibited from using an application form to determine 
a preexisting condition; however, no policy. Other an 
employer’s  group policy, may define "a preexisting 
condition" more restrictive than "a condition for w hieli 
medical advice o r treatment was recommended by. or 
received from, a p rov id^ro f health carc serv ices, w ith in 
six months preceding the effective date o f  coverage."

rSpencer!s re sea rch  repcwr j , S  mi i'llljilnirrjyitnw *
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STATE LEGISI ATION ON LONG-TERM CARE INSURANCE 
fas of March 19891

NAIC MODEL LEG/REG MORE OTHER LEGISLATION AMENDMENTS
BILL STRINGENT THAN PENDING PENDING

MODEL BILL

Arizona California Colorado Arkansas Arizona
Florida Connecticut Kentucky Delavrare California
Georgia Maine New York Hawaii* Connecticut
Hawaii* Minnesota Maryland Florida
Idaho Washington 3 STATES Massachusetts Georgia
Illinois Wisconsin Michigan Iowa
Indiana Montana Kansas
Iowa 6 STATES New Hampshire Maine
Kansas New Jersey Missouri
Nebraska New Mexico Nebraska
Nevada Oregon North Dakota
North Carolina Pennsylvania Oklahoma
Norta Dakota South Dakota Tennessee
Ohio Utah
Oklahoma Vermont 13 STATES
Rhode Island

\South Carolina 15 STATES
Tennessee
Virginia
Wyoming

20 STATES

♦Inadvertently repealed in 1988; has been re-introduced in 1909.




