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PURPOSE
To provide an overview of the long-term care insurance market, describe the history of the
CalPERS Long-Term Care Program including a discussion of the 2015 rate increase, and provide
a list of educational resources available to California consumers of long-term care.
BACKGROUND
The Centers for Medicare and Medicaid Services estimate that 70 percent of people will require
long-term care at some point in their lives. Risk factors include age, disability and health status,
living arrangements (individuals living alone are more likely to need long-term care) and gender
(women are more likely to live alone at advanced ages). In addition, women tend to utilize longterm care services longer than men (3.7 years and 2.2 years, respectively).
Professional long-term care services are a significant expense. The California Department of
Health Care Services reports that nursing home costs in California average $250 per day. The
current annual total cost of care for an individual in California is $91,250.
A report from the SCAN Foundation 1 (Attachment 1) presents the cost of care in more detail and
describes who pays for care in California. According to the report, 66 percent of Californians
over 40 say they could not afford more than three months of care in a nursing home.
About Long-Term Care Insurance
Long-term care insurance is a relatively new class of insurance that was first seen in the 1980’s.
It provides support for benefits not usually covered by private insurers or by Medicare. Covered

1

First started in April 2008 through a $205 million one-time contribution from the SCAN Health Plan, the SCAN
Foundation is one of the largest independent foundations in the United States focused entirely on improving the
quality of health and life for seniors. The Foundation provided an introduction to Long-Term Care to the California
Assembly Aging and Long-Term Care Committee’s recent panel discussion “Paying the Price for A Long Life:
What’s Next for Long-Term Care Insurance?” highlighting the information in the attached report (Attachment 1).
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services typically include activities of daily living, such as bathing, mobility, housework or
taking medication; services may be home-based or in a care facility. Specific covered services
vary by insurer.
Long-term care policyholders can select varying degrees of coverage, typically expressed as a
function of a daily benefit amount (DBA) over a period of time. For example, a plan with a daily
benefit amount of $250 on a 6-year policy will cover up to $250 each day, with a maximum
payout of $547,500 over six or more years.

$250
DBA

365
days a
year

6
years

$547,500
maximum
benefit

If the daily benefit is not exhausted, the benefit may continue past 6 years until the maximum
payout is reached. In this particular example, if only $200 was needed each day, the benefit
could last seven and a half years ($547,500 ÷ 365 days per year ÷ $200 per day). In contrast,
lifetime policies have no maximum payout. These policies are more expensive for consumers
and represent higher risk to insurers.
The California Partnership for Long-Term Care, a project of the Department of Health Care
Services, recommends consumers consider the following attributes of a high-quality policy:
• Built-in inflation protection
• Care management and coordination services
• A DBA that is at least 70 percent of the cost of local nursing care (currently equal to $170
in California)
• Includes community-based care benefits
• An elimination period (the waiting period before coverage commences) of 30 or fewer
days on a policy of less than 2 years and no more than 90 days on other policies
• A residential care benefit that covers 70 percent of the minimum daily benefit
• A home care benefit that covers 50 percent of the minimum daily benefit
There is a subset of long-term care policies known as “Partnership policies.” These are policies
provided by a limited number of insurers approved by the California Partnership for Long-Term
Care, and include the inflation protection and care management described above. The
distinguishing characteristic of a Partnership policy is lifetime asset protection, a feature that
shields additional assets in the event an individual obtains support from Medi-Cal after the policy
is exhausted. Every dollar spent under a Partnership policy represents a protected dollar in assets.
For example, if a Partnership policy pays $500,000 in benefits, the Partnership policyholder can
retain an additional $500,000 in assets after the Partnership policy benefit is exhausted and the
policyholder begins coverage under Medi-Cal.
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The Cost to Insure
Experience has shown that during the early years of long-term care, insurers were overly
optimistic in their projections and underwriting standards. In addition, insurers rely upon
investment income to manage long-term expenses, and persistently low interest rates have
further sapped profitability.
In California, the Insurance Commissioner must provide prior approval to insurance companies
who wish to sell in the state. Rate hikes are also subject to prior approval by the Insurance
Commissioner. Private insurers routinely request double-digit rate increases, most notably in the
last several years. The Insurance Code sets standards for justification and certification by the
insurance carrier, and the Commissioner may approve or reject requested hikes and holds
insurance companies accountable when out-of-step actuarial standards are found to lead to rate
hikes. Partnership policies’ rate increases are additionally regulated by the California Partnership
for Long-Term Care. These valuable consumer protections represent uncertain profitability and
challenging risk management for private insurers.
One large insurer, John Hancock, received media coverage in 2010 with a 40 percent rate
increase that went into effect last year. Five other major carriers have since stopped offering
standalone long-term care policies. Lack of profitability due to unrealized expectations has led to
a benefit structure that is increasingly costly to consumers while providing a lower benefit,
causing sales to slow. The rising rates also increase the likelihood that healthy policyholders
(often older individuals on a fixed income) will allow their policies to lapse. This sets the stage
for adverse selection and more rate increases, leading Moody’s in September 2012 to question
the viability of the market overall.
CLASS Act
One of the provisions of the federal Affordable Care Act, which enacted health care reform in
2010, was the Community Living Assistance Services and Supports (CLASS) Act. This
provision was intended to provide widely-accessible, affordable long-term care coverage.
However, the CLASS Act was repealed in January 2013 following a report and recommendation
by its administrator that an actuarially solvent plan wasn’t possible within the confines of the
statute. CLASS benefits were to be funded entirely through enrollee premiums, and their
sustainability required a reasonable enrollment rate in this voluntary program. The administrator
cited uncertain actuarial modeling and an uncompetitive cost/benefit ratio under viable plans,
leading to adverse selection and driving premium costs, with premiums up to $3,000 a month if
adverse selection was particularly serious. To be feasible, significant tightening of eligibility
requirements would have been needed, and benefits akin to those offered in the private market
would need to be offered—measures that were out-of-step with the intent of the statute.
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In the wake of the repeal of the CLASS Act, a new federal Commission on Long-Term Care was
established, and appointments were completed in March. A report of findings from the
commission is due in September 2013.
The former actuary for the program, Robert K. Yee, addressed the California Assembly Aging
and Long-Term Care Committee on May 7, 2013, acknowledging the nationwide lack of
preparation for long-term care and noting that a public policy solution is still needed.
CalPERS LONG-TERM CARE PROGRAM
CalPERS’ Long-Term Care Program is the nation’s only voluntary, self-funded, not-for-profit
program. The CalPERS program is funded entirely through policyholder contributions. CalPERS
Long-Term Care Program is overseen by the CalPERS Board of Administration and is not
subject to regulation by the California Insurance Commissioner. Currently, the CalPERS
program is available to all California public employees (including CalSTRS members), retired
public employees, and their spouses, parents, parents-in-law and adult siblings. CalPERS
administers lifetime, 6-year and 3-year benefit policies with or without “inflation protection”
(inflation protection in the CalPERS policies is equal to a 5 percent annual compounded increase
in the DBA, regardless of the actual rate of inflation), and 1- and 2-year Partnership policies with
inflation protection. Approximately 150,000 individuals hold a policy with CalPERS Long-Term
Care Program, 63 percent of whom have lifetime benefits. The program currently is administered
for CalPERS by Univita Health.
Below is a timeline of enrollment periods and premium increases.
•
•
•
•
•
•
•
•
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1995: CalPERS Long-Term Care Program established
2003: Premium increases of 6 to 30 percent
2007: Premium increase of 5 to 47 percent on policies purchased between 1995 and 2004
2008: Program closed to new applicants
2010: Premium increase of 15 to 22 percent on policies purchased between 1995 and
2004
2011: A series of 5 percent premium increases annually for members with a Lifetime
Comprehensive plan with Inflation Protection purchased between 1995 and 2002
October 2012: Board approves premium increase on policies purchased between 1995
and 2004 and new policy options to avoid or mitigate increase of 85 percent over two
years
February 2013: CalPERS Board of Administration approved an open application period
beginning December 2013
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Upcoming Rate Increases
CalPERS is implementing the last of a series of planned five percent annual rate increases in
2013 and in 2014, to be followed by an 85 percent increase over two years beginning in 2015.
The 85 percent premium increase affects over 110,000 policyholders who purchased the
following between 1995 and 2004:
•
•

Lifetime policies with or without inflation protection
6-year and 3-year policies with inflation protection

Policyholders who hold a 6-year or 3-year policy without built-in inflation protection, a
Partnership policy, or any policy purchased in 2005 or later are not affected by the 2015 rate
increase.
According to CalPERS, several factors contributed to the 2015 rate increase:
•
•
•

Worse-than-expected claims, due in part to less stringent underwriting standards in the
mid-1990s
Higher-than-expected claims incidence
Lower-than-expected investment income

CalPERS additionally cites a more conservative investment allocation adopted in 2012, which
resulted in a reduction in its investment return assumption to 5.75 percent, which affected their
long-term projections.
CalPERS has sent a series of letters providing information to policyholders and is providing
those affected with a choice to modify or keep their existing coverage. The following table
illustrates the correspondence and decision timeline by policy type.

TRB 63

Regular Meeting – Item 9
June 7, 2013
Page 6

Affected Policy

General
Communication
Letter on
Premium
Increases

Planned Premium Increases

Coverage Change
Offer Letter

Polices Purchased 19952002 with Lifetime Benefits
and Inflation Protection

Feb 2013

5% effective Jul 2013

May 2013

5% effective Jul 2014

May 2014

85%* effective Jul 2015

May 2015

85%* effective Jul 2015

May 2014

Polices Purchased 19952004 with Lifetime Benefits
or Inflation Protection

Feb 2013

Polices Purchased 19952008 and Partnership Plans
with neither Lifetime
Benefits nor Inflation
Protection

Feb 2013

May 2015
N/A

N/A

* 85 percent increase is spread over two years.
Source: CalPERS

Available options to modify coverage depend upon the current coverage. For example, lifetime
policyholders with inflation protection may convert to a 10-year policy with “retained inflation”
(that is, the increased value of benefits due to prior annual adjustments would continue). The
options allow individuals to avoid the premium increase; some policyholders, depending on age,
will see their premiums decrease if they elect to modify. Any policy conversion from one
traditional CalPERS policy to another would not require any additional underwriting.
Attachment 2 contains a detailed description of options and outcomes.
December 2013: Long-Term Policy Category 4
Since 1995, CalPERS has twice made changes to available plan offerings, coverage and prices.
These three categories, offered from 1995 to 2008 are known as Long-Term Care Policy
Categories 1 through 3. The new plans offered under Category 4 will include Partnership and
non-Partnership plans, a new 10-year policy (according to CalPERS, fewer than one percent of
policyholders require care for more than 9 years) and optional riders. Lifetime benefits will not
be offered to new policyholders.
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In a presentation to the CalPERS Board of Administration’s Pension & Health Benefits
Committee on February 20, the following sample pricing for a single coverage plan under each
of the CalPERS LTC Programs 1 through 4 are compared to three private commercial carriers
and the Federal Long-Term Care Insurance Program for federal employees.
Single Policy Annual Premiums Comparison among LTC1, LTC2, LTC3 and LTC4 based on
$200 Daily Benefit Amount
3 Year Benefit Period
Plan**
Age 40
Age 50
Age 60
Age 70
LTC1
$
424
$ 666
$ 1,280
$ 2,820
$
462
$ 706
$ 1,276
$ 2,992
LTC2
Base
$
482
$ 696
$ 1,256
$ 2,956
LTC3
Plan
$
663
$ 1,044
$ 1,838
$ 3,697
Without
LTC4
Riders
$
1,168
$ 1,253
$ 1,790
$ 4,523
Genworth
$
756
$ 1,170
$ 1,980
$ 4,320
John Hancock
$
326
$ 558
$ 1,066
$ 2,280
FLTCIP
Plan**
Base
Plan
Without
Riders

LTC1 (6 Year)
LTC2 (6 Year)
LTC3 (6 Year)
LTC4 (6 Year)
Genworth (6 Year)
John Hancock (6 Year)
FLTCIP (5 Year)

6 Year Benefit Period / 5 Year Benefit Period
Age 40
Age 50
Age 60
Age 70
$
504
$ 816
$ 1,552
$ 3,458
$
544
$ 850
$ 1,562
$ 3,740
$
602
$ 892
$ 1,610
$ 3,788
$
853
$ 1,436
$ 2,703
$ 5,602
$
1,545
$ 1,640
$ 2,455
$ 6,233
$
918
$ 1,404
$ 2,394
$ 5,328
$
384
$ 665
$ 1,290
$ 2,761
Lifetime Benefit Period / 10 Year Benefit Period

Plan**
LTC1 (Lifetime)***
LTC2 (Lifetime)***
Base
LTC3 (Lifetime)
Plan
LTC4 (10 Year)
Without
Riders
Genworth (10 Year)
John Hancock (10 Year)
FLTCIP (Lifetime)

Age 40
$
1,402
$
1,484
$
918
$
940
$
1,845
$
1,206
$
501

Age 50
$ 2,346
$ 2,375
$ 1,384
$ 1,569
$ 1,995
$ 1,926
$ 887

Age 60
$ 4,292
$ 4,381
$ 2,434
$ 2,923
$ 2,900
$ 3,330
$ 1,713

** Genworth Privileged Choice Flex 2012 rates.
John Hancock Custom Care III LTC-11 2012 rates.
FLTCIP – Federal Long Term Care Insurance Program 2012 rates.
*** LTC1 and LTC2 premiums for the lifetime benefit period include the 85% rate increase.
Source: CalPERS
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Age 70
$ 9,694
$ 10,737
$ 5,718
$ 5,862
$ 7,440
$ 7,272
$ 3,635
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New plan provisions and projected rates at 40, 50, 60 and 70 years of age are discussed in detail
on the CalPERS website.
The Long-Term Care Program will open to new participants beginning in December 2013.
CalPERS strategy includes appropriately underwriting the program to reduce risk in the pool.
Current legislation, Assembly Bill 373 (Mullin), extends eligibility for enrollment to adult
children and registered domestic partners of public employees, further broadening the risk pool.
CalSTRS Members and Long-Term Care Insurance
In the 2011 Retirement Readiness Assessment, 38 percent of CalSTRS retirees and 17 percent of
active members reported holding long-term care insurance. CalSTRS does not have access to
details such as the level of coverage or whether the policies were with private companies or
CalPERS.
RESOURCES ON LONG-TERM CARE
More information on the long-term care market and advice for consumers of long-term care
insurance is available from the following state and federal agencies.
•
•
•
•
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The US Department of Health and Human Services has a website focusing on planning
and education at longtermcare.gov.
The California Department of Aging provides information for residents and insurers
online and in its publication “Taking Care of Tomorrow.”
The California Department of Insurance posts extensive information and resources,
including a searchable history of rate increase requests by private insurers.
The California Department of Health Care Services has a consumer education program,
the Partnership for Long-Term Care available at rureadyca.org.
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Who Pays for Long-Term Care in California?
(Updated)
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Long-Term Care Costs
 7KHPHGLDQDQQXDOFRVWVIRUVHOHFWHGORQJWHUPFDUHVHUYLFHVLQ
&DOLIRUQLDLQYDULHGZLWKnursing homes²LQVWLWXWLRQVWKDW
SURYLGHPHGLFDODQGVXSSRUWLYHVHUYLFHVWRSHRSOHZLWKVLJQLILFDQW
IXQFWLRQDODQGRUFRJQLWLYHLPSDLUPHQW²EHLQJWKHPRVWH[SHQVLYH
6HH)LJXUH 

FIGURE 1

Median Annual Costs for Selected Long-Term Care Services in
California, 2012

Nursing home (private room)
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Source:*HQZRUWK)LQDQFLDO*HQZRUWK&RVWRI&DUH6XUYH\+RPH&DUH
3URYLGHUV$GXOW'D\+HDOWK&DUH)DFLOLWLHV$VVLVWHG/LYLQJ)DFLOLWLHVDQG1XUVLQJ
+RPHV
Note:$QQXDOFRVWVIRUKRPHKHDOWKDLGHKRPHPDNHUVHUYLFHVDUHEDVHGRQKRXUV
RIFDUHSHUZHHNPXOWLSOLHGE\ZHHNV$QQXDOFRVWVIRUDGXOWGD\KHDOWKFDUHDUH
EDVHGRQDGDLO\KRXUUDWHIRUGD\VDZHHNPXOWLSOLHGE\ZHHNV
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Public Financing
 0HGL&DOORQJWHUPFDUHH[SHQGLWXUHVIRU)<WRWDOHGDERXW$11.8 billion7KLVUHSUHVHQWV
DSSUR[LPDWHO\RIWRWDO0HGL&DOVSHQGLQJ
 &DOLIRUQLDVSHQGVDSSUR[LPDWHO\57%RILWV0HGL&DOORQJWHUPFDUHIXQGLQJRQKRPHDQG
FRPPXQLW\EDVHGVHUYLFHV +&%6 VXFKDVSHUVRQDODVVLVWDQFHZLWKHDWLQJEDWKLQJRUGUHVVLQJ
SURYLGHGLQRQH¶VKRPHForty-three percentLVGLUHFWHGWRZDUGLQVWLWXWLRQDOORQJWHUPFDUH
ZKLFKLQFOXGHVQXUVLQJKRPHVLQWHUPHGLDWHFDUHIDFLOLWLHVIRUSHRSOHZLWKGHYHORSPHQWDO
GLVDELOLWLHVZKRGRQRWQHHGFRQWLQXRXVQXUVLQJFDUHEXWUHTXLUHVXSHUYLVLRQDQGSHUVRQDO
DVVLVWDQFHDQGPHQWDOKHDOWKIDFLOLW\VHUYLFHV
 ,QHDUO\WKH$GXOW'D\+HDOWK&DUH $'+& SURJUDPZDVUHSODFHGE\WKH&RPPXQLW\
%DVHG$GXOW6HUYLFHV &%$6 SURJUDP&%$6VHUYHVDGXOWVDJHDQGROGHUZLWKIXQFWLRQDO
LPSDLUPHQWVWKDWSODFHWKHPDWULVNRILQVWLWXWLRQDOL]DWLRQ,Q)<WKHDQQXDOFRVWRIWKH
$'+&SURJUDPLQ&DOLIRUQLDZDV$388.9 million
 7KH3URJUDPRI$OOLQFOXVLYH&DUHIRUWKH(OGHUO\ 3$&( SURYLGHVLQWHJUDWHGFDUHWRIUDLOHOGHUO\
IURPDQLQWHUGLVFLSOLQDU\WHDPRIKHDOWKFDUHDQGRWKHUSURIHVVLRQDOV0HGL&DOH[SHQGLWXUHVIRU
WKH3$&(SURJUDPLQ)<WRWDOHGDERXW$102.5 million
 7KH0XOWLSXUSRVH6HQLRU6HUYLFHV3URJUDP 0663 LVD0HGLFDLGZDLYHUSURJUDPWKDWSURYLGHV
FRPSUHKHQVLYHFDVHPDQDJHPHQWDQGVHUYLFHVLQKRPHIRUVHQLRUVDWULVNRIQXUVLQJIDFLOLW\
SODFHPHQW$QQXDOH[SHQGLWXUHVIRU0663LQ)<ZHUHDERXW$45.5 million
FIGURE 2

Medi-Cal Long-Term Care Spending by Services, FY 2010
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Management
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Health Care
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Home Health
1.4%
Personal Care
36.2%

Source:(LNHQ66UHGO.%XUZHOO%*ROG/0HGLFDLG([SHQGLWXUHVIRU/RQJ7HUP
6HUYLFHVDQG6XSSRUWV8SGDWH6WDWHRI&DOLIRUQLD'HSDUWPHQWRI$JLQJ
/RQJ7HUP&DUHDQG$JLQJ6HUYLFHV'LYLVLRQ6WDWLVWLFDO)DFW6KHHWVDQG3URJUDP
1DUUDWLYHV6DFUDPHQWR&DOLIRUQLD0DUFK
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Out-of-Pocket Spending
 &DOLIRUQLDQVRYHUDOODUHXQSUHSDUHGIRUWKHFRVWVRIORQJWHUPFDUH2I&DOLIRUQLDYRWHUVDJH
DQGROGHU66%VD\WKH\FRXOGQRWDIIRUGPRUHWKDQWKUHHPRQWKVRIQXUVLQJKRPHFDUHDQG42%
FRXOGQRWDIIRUGRQHPRQWKRIFDUH
 Fifty-seven percentRIWKHVHLQGLYLGXDOVFRXOGQRWDIIRUGPRUHWKDQWKUHHPRQWKVRILQKRPH
FDUHZLWKRQHLQWKUHHXQDEOHWRDIIRUGRQHPRQWKRIFDUH
 0HGLDQDQQXDOSULYDWHSD\FRVWVIRUQXUVLQJKRPHVHUYLFHVLQ&DOLIRUQLDDYHUDJH224%RIDQ
ROGHUSHUVRQ¶VDQQXDOLQFRPHFRPSDUHGWRQDWLRQDOO\
 0HGLDQDQQXDOSULYDWHSD\FRVWVIRUKRPHKHDOWKVHUYLFHVLQ&DOLIRUQLDDYHUDJH82%RIDQROGHU
SHUVRQ¶VDQQXDOLQFRPHFRPSDUHGWRSHUFHQWQDWLRQDOO\

Other Private Financing
 $VRI'HFHPEHUWKHUHZHUH774,454ORQJWHUPFDUHLQVXUDQFHSROLFLHVLQIRUFHLQ
&DOLIRUQLD7
 3ULYDWHORQJWHUPFDUHLQVXUDQFHLVRQHZD\WKDWLQGLYLGXDOVFDQILQDQFHWKHLUORQJWHUPFDUH
QHHGV,QWKHQXPEHURISULYDWHORQJWHUPFDUHLQVXUDQFHSROLFLHVLQHIIHFWZDV43 per
1,000 CaliforniansDJHDQGROGHU
 2IWKHVHSROLFLHVLQIRUFHLQ&DOLIRUQLD399,078RU51.5%ZHUHJURXSSROLFLHV$QRWKHU375,376
RU48.5%ZHUHLQGLYLGXDOSROLFLHV7

Other Private Financing
 0RVWORQJWHUPFDUHLVSURYLGHGXQSDLGE\IDPLO\PHPEHUVDQGIULHQGV7KHHVWLPDWHGHFRQRPLF
YDOXHRIXQSDLGFDUHJLYLQJLQ&DOLIRUQLDLQZDV$47 billion
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DQGWKH0HGLFDUH3URJUDP-XQHKWWSZZZPHGSDFJRYGRFXPHQWV
-XQ'DWD%RRN(QWLUH5HSRUWSGI$FFHVVHG1RYHPEHU
 /DNH5HVHDUFK3DUWQHUV$PHULFDQ9LHZSRLQW&DOLIRUQLD9RWHUVDQG2OGHU$UH6WUXJJOLQJ
WR0DNH(QGV0HHWDQG)LQDQFLDOO\8QSUHSDUHGIRU*URZLQJ2OGHUKWWSZZZ
WKHVFDQIRXQGDWLRQRUJVLWHVWKHVFDQIRXQGDWLRQRUJ¿OHV¿QDOBSROOBUHSRUWSGI$FFHVVHG2FWREHU

 5HLQKDUG6.DVVQHU(+RXVHU$0ROOLFD55DLVLQJ([SHFWDWLRQV$6WDWH6FRUHFDUGRQ/RQJ
7HUP6HUYLFHVDQG6XSSRUWVIRU2OGHU$GXOWV3HRSOHZLWK3K\VLFDO'LVDELOLWLHVDQG)DPLO\
&DUHJLYHUVKWWSZZZORQJWHUPVFRUHFDUGRUJ$FFHVVHG-XO\
 3HUVRQDO&RPPXQLFDWLRQIURP(LOHHQ7HOO8QLYLWD
 )HLQEHUJ/5HLQKDUG6+RXVHU$&KRXOD59DOXLQJWKH,QYDOXDEOH8SGDWH7KH*URZLQJ
&RQWULEXWLRQVDQG&RVWVRI)DPLO\&DUHJLYLQJKWWSDVVHWVDDUSRUJUJFHQWHUSSLOWFL
FDUHJLYLQJSGI$FFHVVHG1RYHPEHU
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Attachment 2
Regular Meeting - Item 9
June 7, 2013

CalPERS Long-Term Care Insurance Program

For Lifetime Policy with Built-in Inflation Protection
Options Related to Upcoming Premium Increases
Available Options

Option 1: Accept the 2013 (5%)
premium increase with no change to
any benefits.
Option 2: Avoid the 2013 (5%)
premium increase by decreasing
current Daily Benefit Amount by 5%
and keeping current premium the
same.
Option 3: Avoid the 2013 (5%)
premium increase by reducing
Lifetime Coverage to a 6-Year Benefit
Period and keeping Built-in Inflation
Protection.
Option 4: Avoid the 2013 (5%)
premium increase by reducing
Lifetime Coverage to a 3-Year Benefit
Period and keeping Built-in Inflation
Protection.
Option 5: Avoid the 2013 (5%)
premium increase by reducing
Lifetime Coverage to a new 10-Year
Benefit Period and dropping your
Built-in Inflation Protection, while
retaining current Daily Benefit
Amount.
Option 6: Avoid the 2013 (5%)
premium increase by reducing
Lifetime Coverage to a new 6-Year
Benefit Period and dropping your
Built-in Inflation Protection, while
retaining current Daily Benefit
Amount.
Option 7: Avoid the 2013 (5%)
premium increase by reducing
Lifetime Coverage to a new 3-Year
Benefit Period and dropping Built-in
Inflation Protection, while retaining
current Daily Benefit Amount.
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Benefit
Period

Current
Daily
Benefit
Amount

Inflation
Protection

Change to
Current
Premium

Future
Premium
Increases

Lifetime

No
Change

Keep

5%
Increase

2014 (5%)
and
2015 (85%)

Lifetime

5%
Decrease

Keep

No Change

2014 (5%)
and
2015 (85%)

6-Year*

No
Change

Keep

Reduce

2015 (85%)

3-Year*

No
Change

Keep

Reduce

2015 (85%)

No
Change**

Drop**
(But retain
current Daily
Benefit
Amount)

Reduce

No Premium
Increase for
2013, 2014 or
2015

No
Change**

Drop**
(But retain
current Daily
Benefit
Amount)

Reduce

No Premium
Increase for
2013, 2014 or
2015

No
Change**

Drop**
(But retain
current Daily
Benefit
Amount)

Reduce

No Premium
Increase for
2013, 2014 or
2015

10-Year*

6-Year*

3-Year*

*Reducing Comprehensive Lifetime Policy Coverage
Reducing Lifetime Coverage amount to a 10-Year, 6-Year, or 3-Year Benefit Period will provide a
total coverage amount equal to ten years, six years, or three years x 365 days x the current Daily
Benefit Amount. For example, a $257 Daily Benefit Amount will provide coverage up to $938,050
for a 10-Year Benefit Period (365 days x $257 x 10 years = $938,050). The 6-Year Benefit Period
will provide up to $562,830 in total coverage, and the 3-Year Benefit Period will provide up to
$281,415.
The following scenario illustrates premiums for a policy issued 15 years ago. This is an example
only and serves to illustrate how monthly premiums for a single policy may change based on a
$257 Daily Benefit Amount. The rates for Lifetime Coverage include the 5 percent premium
increases in 2013 and 2014, as well as the 2015 premium increase of approximately 85%.

Plan
Lifetime (Option 1)
10-Year (Option 5)
6-Year (Option 6)
3-Year (Option 7)

Illustration of Monthly Premiums
Issue Age 40 Issue Age 50 Issue Age 60
$ 262
$ 420
$ 652
$ 79
$ 148
$ 304
$ 54
$ 87
$ 166
$ 45
$ 71
$ 137

Issue Age 70
$ 1,032
$ 481
$ 481
$ 302

Specific premium amounts for these options will vary depending on policyholder’s age when the
policy was issued and other characteristics of the policy.
**Dropping Built-in Inflation Protection and Retaining Current Daily Benefit Amount
Options 5, 6 and 7 incorporate the concept of retained inflation—the ability to keep the Daily
Benefit Amount the policyholder has already accrued and paid for over the years. By dropping
Built-in Inflation Protection the policyholder avoids the premium increases, but maintains the
current Daily and Monthly Benefit Amounts. For example, if the original $130 Daily Benefit had
Inflation Protection and over time it has increased to $257, the policyholder will be able to retain
the $257 Daily Benefit and reduce the premium by dropping on-going inflation protection
increases.
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