
Society of Actuaries 

2010 Health Meeting

June 29, 2010

Presented by 

Monica Rutkowski

1



The purpose of this presentation is to 
provide a general overview of 

regulatory climate surrounding Long 
Term Care Insurance and share few 

thoughts about future direction of LTC
in light of recent  State, Federal, and 

National developments
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Evolution of LTCI
·1960s, LTC products initially developed following the 

creation of Medicare in 1965
· intended to supplement payment for the primary form of long -term care at 

that time: nursing homes

·Early 80'sresearch based awakening

·Mid 80'sLTC insurance became real/debate about the relative 

worth of social vs. private insurance

·ΫγβΪȭÓ, intro of stand-alone nursing home policies
·ÎÏ ÌÏÎÇÅÒ ÔÉÅÄ ÔÏ -ÅÄÉÃÁÒÅ ÃÏÖÅÒÁÇÅȠ ÔÒÉÇÇÅÒÅÄ ÂÙ ÔÈÅ ÉÎÓÕÒÅÄȭÓ ÉÎÁÂÉÌÉÔÙ ÔÏ 

perform defined ADLs and cognitive impairment.

· Incorporate myriad of long-term care service alternatives including home 
health care, respite care, hospice care, personal care in the home, services 
provided in assisted living facilities, adult day care centers and other 
community facilities
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Evolution of  LTCI

·Emergence of group long-term care policies.

·Young industry = Growing pains

·Relatively new product, mitigates expenses do not occur 
for years to come 

·limited accumulated claims experience

·under-pricing due to assumptions and data

lapse rates, interest and future anticipated claims

·Not making $

·Questionable claim practices
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Evolution of LTCIRegulation
· In 1987, NAIC adopted LTC Insurance Model Act

· In 1988, NAIC adopted LTC Insurance Model Reg.

· In 1996 Congress began regulating the industry as part of the Health 
Insurance Portability and Accountability Act of 1996 - required quality 
standards

·Qualified long-term care insurance policies = special tax treatment

·Qualified policies must offer inflation and nonforfeiture protection

· Activities of daily living ( ADL) and cognitive impairment triggers

· Premiums for "qualified" long-term care policies treated as a medical expense 

· Policies purchased before January 1, 1997 may be grandfathered- in
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LTCRegulation cont.
·States regulate long-term care insurance. 

·1990s, companies refined their assumptions and adjusted 
their premiums. 

·Closed blocks, rate increases, increase in lapse rate.

·Challenge: 
companies need to charge sufficient premiums to remain solvent and pay 

claims vs. state regulators assurance that that consumers are treated 
fairly in the pricing of policies. 

·Higher initial rate to limit potential future increases and 

ensure rate stability.
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LTCRegulation cont.
·Numerous changes to the models to address  rate stability, 

suitability, loss ratio requirements, consumer disclosures, and 
other consumer protections-much more conservative

·In 2000, NAIC developed and adopted rate stabilization 
standards as part of revisions to the NAIC LTC Insurance Model 
Regulation, and

·added supplemental requirements for consumer disclosures 

·changed minimum loss ratio requirement of 60% to 58% of the 
original premiums filed

·85% loss ratio for rate increases

Applied prospectively
More than half of the states and several insurers adopted new standards
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LTCRegulation cont.
·Summer 2008 - NAIC

·GAO ɀworking on LTCI report re rate increases and claims 
handling - frequency and degree of rate increases varies

·NAIC 3ÅÎÉÏÒ )ÓÓÕÅÓ 4ÁÓË &ÏÒÃÅ ÔÁËÅÓ ÏÎ ÁÎÄ ÒÅÆÅÒÓ Ȱ#ÌÏÓÅÄ 
ÂÌÏÃËȱ ÉÓÓÕÅ ÔÏ LHATF

·Fall 2008-LHATF
· revise model rules for appropriate long-term care rates, rating 

practices, and rate changes,

· look at closed blocks of business,

·study the minimum standards applicable to statutory reserves for 
LTCI, and 

·begin developing a principle-based framework for a set of minimum 
standards. 
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LTCRegulation cont.
Fall 2009 - NAIC

Health Insurance and Managed Care (B) Committee

·Continue to study and evaluate evolving LTC insurance 
product design, rating, suitability and other related factors,

·Review existing LTC Model Act and Regulation to 
determine their f lexibility to remain compatible with the 
evolving delivery of long term services and marketplace. 

·Monitor and provide assistance to the states on the 
implementation of the 2000 rating practices amendments 
to the LTC Insurance Model Regulation.
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LTCRegulation cont.
Winter 2009 - NAIC

·Inauguration of the Long -Term Care (EX) Task 
Force

· Find solutions to LTCI, look at rates, closed blocks, seek 
coordination among other groups, compact, seek input 
from other groups 

·Accident and Health Working Group ( AHWG) 

·Work with Long -Term Care (EX) Task Force and ask  
SOAand AAA joint committee to provide 
recommendations on structure and variables necessary 
to establish a principle-based LTC valuation experience 
table.
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LTCRegulation cont.
NAIC LTC Ex. Task Force (9/09, chaired by AL)
·2010 Charges:

· Identify and analyze issues, and make recommendations, relating to long-term 
care insurance; specifically, with regard to open and/or closed blocks of long-
term care business:

·Whether there is anything the NAIC can or should do to address possible 
reserve deficiencies and rating issues, such as mitigation against rate increases 
and death spirals;

· In line with the NAIC's current model law, explore options where appropriate, 
and monitor efforts, to ensure the fair or equal treatment of policyholders, 
including those in situations where policyholders live in multiple states; and

· How regulators should treat the spin-off or transfer of closed blocks of business 
to another entity, including process issues related thereto

Will use information on California DOI website to document how states are 
handling rate filings for in-force and closed blocks
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