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I would like to thank the chair for holding this hearing, because it focuses our attention, on two issues that greatly impact the lives of federal employees – the Federal Employees Health Benefits Program (FEHBP) and the Federal Long-Term Care Insurance Program (FLTCIP).


A major problem facing federal employees and retirees is rising FEHBP premiums.  This year, FEHBP premiums will climb an average 10.6% for the 8 million federal employees, retires, and family members who receive their health insurance through this system.


Rep. Hoyer has introduced H.R. 577, which would help keep federal employees’ health care costs affordable by increasing the government’s contribution to premiums.  Currently, the federal government pays 72% of the total cost of health insurance for federal employees and retirees.  H.R. 577 would raise this contribution to 80%.  Rep. Hoyer’s bill has been referred to this Subcommittee but, unfortunately, no action has been taken.


In December 2003, Office of Personnel Management Director Kay Cole James announced that OPM had begun to explore health savings accounts (HSAs) for federal employees and retirees.  HSAs, also known as medical savings accounts, are tax-advantaged, personal savings accounts for unreimbursed medical expenses.  Today, I hope to hear what impact implementing HSAs will have on FEHBP.


This is the first hearing the Subcommittee has held on OPM’s implementation of the Long-Term Care Security Act, which was signed into law in September 2000.  This subcommittee spent two years debating how best to fashion a long-term care insurance program for federal employees.  The debate centered around whether or not a single long-term care insurance carrier should be chosen to negotiate premiums and benefits on behalf of federal employees – an employer-based group model- or whether multiple carriers would be able to sell individual long-term care insurance to employees.


That debate has been settled and I look forward to hearing how Long-Term Care Partners, LLC, which was awarded the long-term care contract by OPM in December 2001, is implementing the program.


Finally, Mr. Gammarino, with Blue Cross Blue Shield, will testify extensively to why Cost Accounting Standards should not apply to Blue Cross Blue Shield.  However, I would like to note for the record, that there are many, who are not represented here today, that feel that it is financially prudent that cost accounting standards apply to all FEHBP carriers.

I look forward to hearing the testimony of the witnesses.  Thank you.

