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Letter from the Director

Welcome to the 2" Quarter 2009 Indiana Long Term
Care Partnership Newsletter. The Partnership office will
be emailing a quarterly news update to individuals in our
database. Our intent is to provide LTC professionals
with updated information on issues and events in the
LTC market on a national and state level.

This month our “spotlight” topic is LTC rate increase Rebecca Vaughan
requests. Recently, we have seen more frequent and Program Director
higher rate requests from carriers. The dilemma for (317) 232-2187
many policyholders becomes whether to keep the e
policy, reduce benefits, or possibly drop coverage at a Rebecca joined the DOI in

time when they will most likely need services. January 2007 as Director. She
comes to the Program with years

. . . of insurance experience in
The IDOI actively reviews rate increase requests various capacities.

acknowledging the impact on our consumers while at
the same time working within the confines of state
statute. | have asked Keith Powell, our consultant
actuary, to comment on rate requests for this issue.

We welcome any comments or suggestions on long
term care for Indiana consumers. As one of the original
four (4) Partnership states, Indiana wants to continue to
be an innovator on LTC issues for the future.

Da
Danielle Fuller
Program Coordinator
(317) 232-4391
dfuller@idoi.in.gov

Danielle joined the DOI in
February 1999. In January
2008, she accepted the position
with the IN Partnership Program
office.
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Lead Generator Campaign - The
contract details are being finalized for
the LTC lead generator program.
Senior Direct, Inc., a marketing firm, will
be working with the Partnership Office
on this campaign. A news flash
announcing the details will be emailed
soon.

Press Release — On April 1, 2009, the
IDOI released Bulletin #169 informing
resident agents about the ability to print
a copy of their Indiana license on line.
Also, out of state agents will no longer
receive a hard copy of their license
saving the state substantial costs in
printing, processing, and mailing. The
press release is attached.

Web Site — The Partnership website,
www.longtermcareinsurance.in.gov, is
undergoing a major update and format.
May 1% is the target date for the new
look!
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Deficit Reduction Act — Indiana’s
Medicaid office is finalizing wording on
proposed rule LSA Document #08-325
implementing changes from the Deficit
Reduction Act of 2005. Verbage has
been included in the draft of the final
rule regarding LTC issues. The effect of
the rule would be that purchasers of a
LTC Partnership policy would not be
subject to the limitation under the

$500,000 home equity provision and the
annuity penalty would also not apply.

U.S. Senate Hearing — The
Subcommittee on Health Care of the
Committee on Finance held a hearing
on “The Role of Long Term Care in
Health Reform” on March 25, 2009.

You can listen to the testimony by
logging on to
http://finance.senate.gov/sitepages/heari
ng032509.htm.

Major LTC Initiatives — A 1/19/2009
article in National Underwriter
addresses several legislative proposals
regarding LTC that could come from
Congress in 20009.

FAQ’s

Q. What options does a Partnership
policyholder have if they receive a
rate increase?

A. A policyholder may be able to
change the benefits in the policy.
Benefits in a Partnership policy cannot
be reduced below the State minimum
requirements. Lowering the maximum
benefit amount could change a total
asset plan into a dollar for dollar plan.
An individual could also elect the non-
forfeiture or contingent non-forfeiture
benefit.

Q. What tax deductions can | take
with my Partnership policy?

A. Premiums paid for an Indiana
Partnership policy can be taken as a
deduction on the state tax form with
Schedule 1&2, using code 608 under
Other Deductions. This is a tax
deduction (not credit). If the policy is tax
gualified, a deduction could also be




taken on the federal tax form subject to
limitations.

Q. Can | purchase more than one
LTC policy?

A. Yes. A traditional policy will pay
benefits before a Partnership policy.

Q. Where can | get a copy of a
continuing education certificate?

A. CE providers are required to keep
copies for 4 years. The DOI does not
keep copies. You can also check the
SIRCON database (linked from the DOI

website) to check on courses taken
since January 1, 2007.
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Keith Powell, Consulting Health Actuary for IDOI

The fact that the consulting health actuary for the Indiana Department of Insurance has
been asked to write an article for this newsletter is a strong statement about the
Department’s concern regarding long-term care insurance. No other health product has
been the topic of so much controversy during the last several years.

As the Department’s consulting health actuary, my work on long-term care
encompasses 1) reviewing rates on new products proposed for sale in Indiana, and 2)
reviewing rate increases on existing business requested by the insurers. | am also
occasionally involved in the actuarial aspects of consumer complaints, and the volume
of complaints has soared in recent years, especially complaints about LTC rates.




We often hear that insureds have either been told by the agent, or at least been allowed
to develop the impression, that long-term care rates cannot increase. While insurers
are permitted to file policy forms with rate guarantees that would preclude increases,
very, very few have done so. The recent history of the LTC business in Indiana clearly
shows that many, if not most, of the major writers of long-term care products not only
are allowed to increase their rates, but in fact have done so. Obviously, we prefer that
the agents clarify the possibility of future rate increases when any LTC product is
presented or discussed with a consumer.

A common question is why rate increases should ever be allowed on an ‘indemnity’
product--one in which the amount payable for a particular covered service is fixed at the
time of sale, and not adjusted for inflation in the cost of covered services. Other types
of health products, based on ‘usual, customary, and reasonable’ costs, typically incur
increases as health care costs rise. Basically, the Indiana Department of Insurance is
required by law to approve rate increases if the analysis of the lifetime experience on
the policy form indicates that more than 60% of the total premiums collected will be paid
out in claims. This can happen even with an indemnity product when health care
providers change their prices, if more provider services are purchased per person than
was assumed in the pricing, or if the original pricing was too low for any reason. While
we recognize that the resulting rate increases may be a considerable hardship for
insureds, the law does not allow us to consider hardship as a basis for denying an
otherwise approvable rate increase. The Department is also tasked with protecting the
financial solvency of these insurance companies, which means they must have the
financial reserve capacities to be able to pay LTC claims in the future.

While Rebecca Vaughan, the Program Director, generally fields most questions about
long-term care issues in Indiana, we work together whenever actuarial issues are
involved. Please let us know if we can help in any way.

C. Keith Powell, ASA, MAAA

Consulting Actuary




Contact: Amy Foxworthy 311 W. Washington St.
Indiana Department of Insurance ~ Suite 300

Phone 317-232-3520 Indianapolis, IN 46204
afoxworthy@idoi.IN.gov

Indiana Department
of Insurance

Press Release

INSURANCE DEPARTMENT ISSUES COST CUTTING BULLETIN

Indiana amends producer license printing procedures in effort to reduce
government spending

INDIANAPOLIS, April 1, 2009: In a cost cutting measure aimed at reducing Indiana
Depariment of Insurance (IDOI) expenses, the IDOI released a bulletin today informing out of
state agents that they would no longer be provided Indiana producer licenses in hard copy
format. This measure is projected to save $70,000.00 in printing, processing and mailing
costs for the fiscal year.

“Governor Daniels has instructed everyone in state government to look for additional cost
savings during these difficult times,” Commissioner Jim Atterholt stated. “The cut will have a
minimal impact on out of state agents as they primarily rely on their home state licenses for
identification purposes.”

Indiana agents will still receive a hard copy of their license on specially secure paper at the
time of licensing or renewal. All agents can print off their own copy of their Indiana license on
line, free of charge, from the convenience of their own personal computer and printer for the
first 30 days after licensing or renewal. After the first 30 days there will be a small electronic
processing fee. All agents will be saved the delay of requesting a copy from the IDOI and
waiting for it to arrive in the mail.

The IDOI licenses over 122,000 insurance agents. Of that number, approximately 40%
reside in Indiana and the remainder are classified as out of state agents.
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About the Indiana Department of Insurance

The Indiana Department of Insurance (www.in.govlidoi) is primarily responsible for enforcing
Indiana's insurance laws to ensure that Indiana's insurance consumers are treated fairly. lts
mission is to protect Indiana's insurance consumers by monitoring and regulating the financial
and market conduct activities of insurance companies and agents; and to oversee the
administration of the dedicated funds entrusted to the Department by the Indiana General
Assembly. Indiana is home to 194 insurance companies, with an additional 1,772 companies
licensed to operate in Indiana. More than 60,000 Hoosiers are employed in the insurance
industry.

For Release 11:30 a.m. EDT, April 1, 2009




Valuable Resource Information

As a LTC insurance professional, you can be an important resource for your clients and
families. Below are helpful websites for long term care information.

A Place for Mom www.aplaceformom.com

Areas on Aging www.in.gov/fssa/da/3478.htm

CMS Caregiver Publication www.medicare.gov/publications/pubs/pdf/11035.pdf
Indiana Dept. of Health www.in.gov/isdh/23260.htm

Indiana Department of Insurance www.in.gov/idoi

Indiana LTC Insurance (Partnership) Program www.longtermcareinsurance.in.gov

IN LTC Ombudsman www.in.gov/fssa/da3474.htm

MetLife Mature Market Institute www.metlife.com/mmi

State Health Insurance Assistance Program (SHIP) www.medicare.in.gov
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