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The Long-Term Care (EX) Task Force met in San Francisco, CA, Dec. 6, 2009. The following Task Force members
participated: Christina Urias, Chair (AZ); Steve Poizner represented by Perry Kupferman and Denise Yuponce (CA); Kevin
M. McCarty represented by Mary Beth Senkewicz (FL); Sandy Praeger represented by Larry Bruning and Linda Sheppard
(KS); James J. Wrynn represented by Lou Felice (NY); Mike Geeslin represented by Ana Smith-Daley (TX); Joel Ario (PA);
and Sean Dilweg represented by Guenther Ruch (WI). Also participating were: Steve Ostlund (AL); Steve Ferguson (AZ);
Bill McAndrew (IL); John Kissling (IN); John Rink (NE); Scott Kipper (NV); Peg Brown (CO); Richard Marks (CT); Randy
Moses (SD); and Beth Berendt (WA).

1. Task Force Charges and Agenda

Director Urias welcomed participants to the first open meeting of the Task Force, which was created by the Executive (EX)
Committee at the Fall National Meeting. Director Urias asked individuals interested in joining an e-mail list for interested
parties or interested regulators to contact Jane Sung (NAIC).

Director Urias reviewed the Task Force’s charges. Mr. Felice inquired about the first charge: “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,” and asked whether the Task Force intended to simply respond “yes” or “no” and hand off the charge to
another NAIC group, or whether the Task Force planned to develop this work directly. Director Urias responded that she
believed the Executive (EX) Committee expected the Task Force to do more than simply respond “yes” or “no,” but that the
Task Force would determine the extent to which the Task Force would develop the work directly. She explained that the Task
Force intended to interact appropriately with the existing groups at the NAIC that work on long-term care issues, such as the
Senior Issues (B) Task Force and the Accident and Health Working Group of the Life and Health Actuarial Task Force.

Mr. Felice stated that the IIPRC was also doing work on long-term care insurance. Ms. Senkewicz expressed skepticism that
a national rate would be appropriate, given the differences she has seen in prices between nursing home care in various parts
of Florida. Commissioner Ario stated that he believed the goal of the Task Force should be to first look broadly at whether
existing pricing models are appropriate, and then the IIPRC should address rates afterward. Mr. Felice agreed and expressed
preference for a broad-based group, such as this Task Force, to first develop overarching principles. Ms. Smith-Daley
responded that the [IPRC would be addressing IIPRC products only, which would be nationally priced, and would not affect
long-term care products already in the states. Ms. Berendt reported that the IIPRC was also considering whether there should
be geographical factors included in the national rate. Mr. Rink stated that regional differences would have to be taken into
account.

Mr. Ruch asked for clarification regarding how the Task Force would interact with other NAIC groups. Director Urias
responded that it was the intent of the NAIC officers that the Long-Term Care (EX) Task Force would take the overall lead
on long-term care issues under its charges, but that the Task Force needed to refine exactly what this would entail and how
they would interact with other groups. If appropriate, the Task Force might only provide overall guidance on an issue and
then hand off the issue to the another group to discuss the details; however, in other instances, it might be possible that the
Task Force would find it appropriate to complete further work themselves. Director Urias noted that it has become evident
that the Task Force will need to confer with even more groups than originally contemplated, including the IIPRC.
Commissioner Ario agreed that the Executive (EX) Committee intends that the Task Force take the lead and identify the
overarching principles that the states need to deal with and provide overall direction — but, at the same time, the Executive
(EX) Committee does not intend for the Task Force to supplant the work of the other groups. He said it was up to the Task
Force to find the appropriate balance, depending on the issue at hand. Director Urias agreed, and added that she was willing
to seek further direction from either the Executive (EX) Committee or the NAIC officers to make sure the Task Force was
fulfilling its intent and that the Task Force’s work was appropriately coordinating with the other groups.

2. NAIC Rate Stabilization Provisions

Ms. Senkewicz, as chair of the Senior Issues (B) Task Force, provided a historical review of a prior NAIC effort on long-term
care insurance rate stabilization. Due to problems in the long-term care insurance market in the 1990s, the NAIC began a
dual-track process to address this issue. The Life and Health Actuarial Task Force worked on one track to address the rate
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increases, while the Senior Issues (B) Task Force worked on another track to address consumer disclosures. The result of this
process was the adoption of revisions to the NAIC long-term care insurance models in 2000.

The rate stabilization revisions were intended to encourage companies to price policies more appropriately at the outset,
rather than charge an initial lower price and then subject the policyholder to large rate increases. The provisions eliminated
the loss-ratio requirement at the time (60%). Nothing happened if a company priced appropriately and did not need to seek a
rate increase; however, if a company sought regulatory approval for a rate increase, then they would be subject to a series of
penalties, beginning with an 85% loss-ratio requirement.

These revisions also included the adoption of new consumer disclosures requiring companies to disclose a 10-year rate
history. In addition, at the time of purchase, a consumer must check a box to acknowledge their understanding that the rate
may go up. Ms. Senkewicz noted that these consumer disclosures were the focus of her recent testimony before a joint
hearing of the U.S. Senate Special Committee on Aging and the U.S. Senate Committee on Homeland Security and
Government Affairs—Subcommittee on Oversight of Government Management, the Federal Workforce, and the District of
Columbia. The focus of the hearing was a pending 25% premium increase for participants in the Federal Long-Term Care
Insurance Program (FLTCIP), subject to federal Office of Personnel Management (OPM) regulation.

Ms. Senkewicz noted that Florida had not seen any rate increase requests since adoption of the NAIC rate stabilization
provisions and consumer disclosures from companies subject to the new provisions. She noted that there were two types of
issues in the marketplace: 1) legacy issues for companies not subject to the rate stabilization provisions; and 2) pricing issues
moving forward after rate stabilization adoption.

Commissioner Ario said he was encouraged that Florida had not seen any rate increase requests on new business and asked
for the experience of other states. California, Kansas, New York and Texas responded that they had seen some rate increase
requests on new business. Mr. Felice reported that, although New York had seen some rate increase requests from new
business, he felt that many of the pricing problems and faulty assumptions that occurred in the 1990s had gone away.
Ms. Smith-Daley reported that, although Texas had received some rate increase requests, upon further scrutiny, they believed
that some companies were not requesting enough of an increase.

Mr. Ruch reported that most of Wisconsin’s rate increases had been for policies issued prior to the adoption of the rate
stabilization provisions. He noted that, as part of the rate stabilization provisions, the NAIC model language requires that the
company certify that there will be no increase under “moderately adverse conditions,” but the NAIC has never defined that
term. He suggested that this might be an issue for the Task Force to examine. He also noted that the rate stabilization
provisions were not adopted as part of the Long-Term Care Partnerships.

Mr. Bruning agreed that, although companies based earlier policies on faulty assumptions, he believes companies have since
largely corrected many of these issues, particularly as they gained experience on lapse rates for this product. Nonetheless, he
believes that long-term care policies are still fundamentally difficult to price because they have such a long tail. As such, it is
difficult for an actuary to know what medical inflation will be 20 years in the future. An actuary might attempt to be
conservative, but then the result might be a product that is too expensive. Mr. Bruning stated that he is not opposed to
defining “moderately adverse” as Mr. Ruch proposed; however, he maintained that it is difficult for an actuary to have a
“crystal ball” to anticipate the rate of inflation in the long-term care industry.

Director Urias agreed that the long-tail on this product makes it difficult to price. Commissioner Ario agreed that it is
difficult to predict medical costs, as well as the landscape of the marketplace. As an example, he pointed to the current
national health reform debate and that the U.S. Congress is considering the creation of a new national long-term care
insurance fund — the Community Living Assistance Services and Support (CLASS) Act — which could dramatically affect
the long-term care landscape. Thus, it would be impossible for an actuary to address such potential future changes and make
an accurate prediction about this market.

3. NAIC Long-Term Care Experience Report and Closed Blocks

Ms. Smith-Daley described Texas’ analysis regarding closed blocks of business. For many years, Texas has examined the
NAIC Long-Term Care Experience Report in studying the long-term care market. In reviewing the 2008 NAIC report, Texas
made the assumption that if a company did not add covered lives in 2008, then that should be considered a closed block.
Under this analysis, Texas found that a significant number of closed blocks existed in the state; 80 of those companies were
currently marketing their policies, but 114 were actually closed.
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Ms. Smith-Daley noted that, in addition to monitoring the companies currently marketing their long-term care policies, state
insurance regulators also need to closely examine the closed blocks of business in their states that are no longer actively
marketing their product. Ms. Smith-Daley reported that many of these closed blocks had not approached the state about a rate
increase, and so she believed the state needed to investigate what was happening with these blocks of business.

Mr. Kissling pointed out that it is important to distinguish between “valued” vs. “indemnification” policies. If a company
uses an indemnification form, then they will pay out the costs needed; however, he believes it is difficult to ask the company
to bear the risk of inflation when it is hard for the company to predict future expenses and indemnity obligations.
Commissioner Ario responded that, on the other hand, one cannot ask the buying consumer to bear that risk, because there is
clearly not a “level playing field” between the two — as the company has access to greater, if not perfect, information than
the consumer. Director Urias suggested that the Task Force find out the percentage of valued vs. indemnity policies in the
market.

Mr. Ruch noted with interest the statement by Ms. Smith-Daley that closed blocks in Texas had not requested a rate increase.
He stated that he would be interested in receiving a presentation regarding the characteristics of closed blocks of business and
suggested that such a presentation would be informative for the Task Force. Director Urias agreed and stated that she would
like to work with the industry to explore such a presentation at a future meeting.

Mr. Ostlund, as chair of the Accident and Health Working Group of the Life and Health Actuarial Task Force, reported that
the Working Group had been preparing to conduct a survey of the states regarding closed blocks, but was asked to hold off
on the study because this Task Force was being formed. He suggested that the Working Group could coordinate with the
Task Force to proceed with the survey.

4. Pricing Risk Factors

Mr. Kupferman described analysis made by California regarding pricing of long-term care policies. He reported that
California used a statistical database containing rate increase requests from all of the other states so that they could model the
information and compare rates for a company to all other companies in the market. He stated that, if a company’s rate is
dramatically different than other similarly situated companies, then there is an issue that should be examined.

Mr. Kupferman reported that California has seen companies now doing a good job in making the first three pricing
assumptions — expenses, mortality and morbidity — but California has seen problems in the last two assumptions — lapse
and investment. He reported that companies have assumed too high of an investment return rate, and he questioned whether
consumers should bear the responsibility of this faulty assumption.

Commissioner Ario inquired about the role of medical inflation. Mr. Kupferman responded that he did not think that inflation
is as much of a problem as is widely believed, and that it was not nearly as much of a problem as the faulty lapse and
investment assumptions. Mr. Bruning agreed that inflation might not be as big of an issue as is commonly stated; however, he
said he continued to believe that it is still a significant issue for consideration.

Mr. Kupferman urged the Task Force to examine acquisition issues that occur when a company acquires another block of
business — in particular, if one company acquires a block that is priced on different assumptions. He also urged the Task
Force to address reinsurance, including the question of whether the states should mandate that certain companies purchase
reinsurance to provide price protection.

Ms. Smith-Daley urged the Task Force to keep in mind that the IIPRC law always anticipated dealing with rating issues.
Director Urias concluded that the Task Force needed to prioritize the many issues before them and suggested that the Task
Force hold an interim conference call in early 2010, probably in January. She also noted that the Task Force likely would

need more time to meet at the 2010 Spring National Meeting.

Having no further business, the Long-Term Care (EX) Task Force adjourned.

W:\DecONTF\LTC\12-longtermcare.doc

© 2009 National Association of Insurance Commissioners 3




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles false
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts false
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


