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e Priorto 1800’s

— Family — old age security meant having children or
wealth

e 1800’s

— Poorhouse — early welfare system
e 1900 - 1940

— Old-age homes

— Great Depression

— Social Security Act
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e 1940 -1970
— Government becomes primary payer for nursing
home care

— Medicare and Medicaid created and costs explode
e 1970 — Today

— Medicare and Medicaid still dominate funding

— Entitlement mentality

— LTC financing crisis iIs becoming apparent
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e Public Funding

— Medicare
* Limited home care based on need
* Nursing home care up to 100 days
* Funded by payroll tax

— Medicaid
 More comprehensive services

* For low income individuals
* Funded by general taxation
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 Private Funding

— Insurance
« Sales growth
e Low penetration
 Need more consumer education
« Why pay premiums why Medicare and Medicaid will pay for
services?

— Self Fund / Family
e Costly / emotional burden
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Public

Payers =
62%

Out-of-Pocket
23%

: Medicaid
Private 45%

Payers =
38%

Other Public
Medicare Other Private
14% 4%

Private Insurance
11%
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« Medicare

— Operated by Federal government

— Covered 44 million Americans in 2008
» Population age 65 and over
» Population under age 65 that also meets disability criteria

— Most covered services are acute care services
— Total cost of $468 billion in 2008

— Medicare is the primary payer for 14% of nursing
home residents
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 Medicaid

— Jointly operated by State and Federal government

— Covered 59 million Americans in 2006
* Population age 65 and over
« Population under age 65 if meeting disability criteria
 Eligibility is subject to income and asset limits

— Most covered services
» Acute care services = 65% of Medicaid cost
e LTC services = 35% of Medicaid cost

— Total cost of $311 billion in FY 2008

— Medicaid is the primary payer for 64% of nursing home
residents
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 Medicare covers the first 100 days in a nursing home
for people already enrolled in Medicare

— After 100 days, a person transitions to Medicaid or
self-pay funding
— Most often used for skilled care, not custodial care

« Medicare also covers medically necessary home
care

— Again, not a source of custodial care

« Medicare does pay for a large portion of the acute
care needs of people using LTC services
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« Medicaid cares for a wide range of people with LTC
needs:

— Elderly

— Physically disabled

— Developmentally disabled

— People with behavioral health issues

— Children with special health care needs
— HIV / AIDS

— Traumatic brain injury / spinal cord injury
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 People need to meet iIncome and asset requirements
to be eligible for Medicaid benefits

— Very low income level
— Very low asset level

« People who do not meet requirements sometimes
“spend down” their assets in order to qualify

« Has an adverse impact on family finances
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 Medicaid provides various types of LTC services
— Nursing home
— Intermediate Care Facilities for the Mentally Retarded
(ICF-MR)
— Mental health facilities
— Home health and personal care

— Home and community based services (HCBS)
» Biggest area of innovation in Medicaid LTC programs
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« HCBS services are meant to keep people in the
community (and out of NHs and institutions)

— Adult day care
— Group homes
— Supported employment / job coaching
— Assisted living facilities
— Home supports
— Home meal delivery
— Personal care
 Medicaid spent $25 billion on HCBS in 2006
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 Each state runs its own Medicaid program
— Covered populations are different
— Covered benefits are different
— Program administration is different
e States can try new approaches as pilot programs
— “Test laboratories” for new ideas

« LTC costs arerising as a percentage of Medicaid
expenditures, so LTC programs are receiving more
attention
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« Most new program ideas revolve around HCBS
services

— Best way to save money is to delay nursing home
admission for as long as possible

— Also lets people stay in the community
 Programs can be administered by:

— State government

— County government

— Private “managed care” plans
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« Thereis alarge population of LTC users who are
eligible for both Medicare and Medicaid

— Different programs have a hard time working together
— Integration programs coordinate care and resources

— Increase quality and efficiency of care through
management of all services

« Examples
— Program of All-Inclusive Care for the Elderly (PACE)
— Minnesota Senior Care
— Wisconsin Family Care
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e State contracts with private health plans

 Health plans are paid a capitation to provide LTC
services (and sometimes acute care services)

— Capitation risk adjusted for the frailty of the population

— Capitation rate set somewhere between what it would
cost to provide services in the community and the
cost of nursing home care

— Provides financial incentive to keep people out of NH

e State can “lock In” savings compared to historical
NH admission rate

INTERNATIONAL CONGRESS OF ACTUARIES | 7-12MARCH 2010 | CAPE TOWHN




i

Innovation in Medicaid LTC RG]
. INANAL
Consumer Directed Care iCA2070 Cid

« “Money follows the person”

— Goal is to allocate funding based on need and to give
people more control over the services they receive

« Example - Florida iBudget Program
— Covers developmentally disabled population

— Individual budgets set based on individual
characteristics

— A portion of funding is set aside for changing need
levels

— Requires actuarial support to establish targets
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« Encourage people to purchase LTC insurance

— Federal Government has piloted an “Own Your
Future” campaign to encourage the purchase of
private LTCi

— Private LTC “Partnership” program has recently been
expanded to many states — Program allows an
Individual who purchases LTC insurance to keep
assets (equal to the private LTC insurance benefit
dollars paid out) when applying for Medicaid (i.e.
those assets will not count in determining Medicaid
eligibility)
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e CLASS Act — Community Living Assistance and

Supportive Services Act

— Voluntary Federal LTC insurance program offered to all Americans if they
meet a modest actively at work requirement (must earn about $1,000 per
year)

— Premiums issue age based (premiums will be subsidized for low income
individuals)

— Provides a lifetime cash benefit of approximately $50 / day for individuals
who meet benefit eligibility criteria

— Benefits coordinate with Medicaid (intended to relieve some of Medicaid
burden)

— Individuals must wait five years after enrolling in the program to receive
benefits.

— Program intended to be self-sustaining and not require any taxpayer funds
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 Accountable Care Organizations

* Proactive management of population priorto LTC
needs

— Public health
— Chronic condition prevention and management
— Delay the needs for LTC services of any kind
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Thank you! Merci! Gracias!
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John Meerschaert, FSA, MAAA

Milliman
+1 262 784-2250

john.meerschaert@milliman.com
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