THE COMMITTEE ON ENERGY AND COMMERCE

INTERNAL MEMORANDUM
November 8, 2011

To: Subcommittee on Health

From: Majority Staff

Re:  Subcommittee Markup on November 15, 2011

On Tuesday, November 15, 2011, at 10:00 }m in 2123 Rayburn House Office Building,

the Energy and Commerce Committee Subcommittee on Health will meet in an open markup
session to consider H.R. 1173, the Fiscal Responsi ‘ility and Retirement Security Act of 2011,
legislation to repeal the Community Living Assistance Services and Supports Act (CLASS Act),
which was enacted under the Patient Protection and| Affordable Care Act and signed into law on
March 23, 2010, by President Obama.

The Subcommittee on Health has held two hearings on the CLASS program this year.
The first hearing was on March 17, 2011, and the most recent hearing was on October 26, 2011,
after the U.S. Department of Health and Human Services (HHS) announced it was not moving
forward with the implementation of the CLASS prOfram “at this time.”

AN OVERVIEW OF THE CLASS ACT

The intent of the CLASS Act was to develoi a federally run voluntary insurance program
for purchasing community living assistance services and supports in order to provide individuals
with functional limitations with tools that will allow them to maintain their personal and
financial independence.

However, both before and after passage of PPACA, opponents of the program questioned
its long-term sustainability and raised concerns about the about program’s affordability for
consumers and potential impact on the nation’s deficit if premiums were never actually collected.
Many of the concerns were raised by Members of both parties and unbiased actuaries such as the
American Academy of Actuaries (AAA) and the actuary for the Centers for Medicare and
Medicaid Services (CMS). Those concerns were also raised within HHS before PPACA was
signed into law.’

' In September, a bicameral Repeal CLASS Working Group issued “CLASS’ Untold Story:
Taxpayers, Employers, and States on the Hook for Flawed Entitlement Program,” which included
documents obtained through a bicameral Congressional investigation revealing the Obama
Administration’s Department of Health and Human Services (HHS) was aware that the program was
unsustainable as early as the spring of 2009.
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The long-standing concerns were reiterated on Friday, October 14, 2011, when HHS
Secretary Sebelius announced the Department had suspended work on the CLASS program,
saying “...despite our best analytical efforts, I do not see a viable path forward at this time.” On
the same day, the Department issued a comprehensive analysis of its work on the CLASS
program entitled “Report on the Actuarial, Marketilg, and Legal Analyses of the CLASS
Program.”

CBO ANALYSIS OF H.R. 1173

Prior to the October 14 announcement by the Secretary of HHS, the Congressional
Budget Office (CBO) assumed the CLASS program would be implemented and any legislation
to repeal it would have increased federal budget deficits by $83 billion over the 2012-2021
period because of lost federal revenue from projected premium collection. Because of the
Administration’s recent decision to halt program implementation after it was unable to achieve a
sustainable actuarial model, however, CBO has decided that legislation, such as H.R. 1173, to
repeal the CLASS program will have no budgetary effect.

AMENDMENTS
|

Members must submit any amendments they may have two hours before they are offered
during the markup. Members should submit amendments by email to:
peter.kielty(@mail.house.gov. Any information with respect to an amendment’s parliamentary
standing (e.g., its germaneness) should be submitted at this time as well.

If you need more information, please call Ryan Long or Monica Popp at 5-2927.




