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RECOMMENDATION  
Staff recommends the Pension and Health Benefits Committee (PHBC) approve an 
open application period for the CalPERS Long-Term Care (LTC) Program to begin 
December 2013. 

 
EXECUTIVE SUMMARY 
This agenda item is a follow-up to the direction provided by the PHBC on October 16, 
2012, to bring forward tentative plan designs for a new product that would be offered 
in an open application period of the LTC Program.  This agenda item includes 
suggested benefit designs for a new product offering, expanding eligibility to include 
adult children, California Partnership benefit changes, pricing for the 10-year 
Retained Inflation benefit and a draft communication and project timeline regarding 
major initiatives between now and the 2015 premium increase. 
 
STRATEGIC PLAN 
This agenda item supports Objective 1.4 of the 2012-14 CalPERS Business Plan to 
stabilize and sustain the LTC Program. 
 
BACKGROUND  
The LTC Program last offered an open application period in 2008.  A Board decision 
was made in 2009 to suspend the LTC Program to new applications until several key 
objectives could be accomplished to stabilize the LTC Program.  Through a 
combination of investment allocation modifications, lowering of the discount rate and 
the October 2012 approval of the 2015 premium rate increase, stabilization of the 
LTC Fund is underway.  The approved 10-year Retained Inflation benefit design for 
existing policyholders and the projected conversions will also have a positive impact 
on the LTC Fund. 
 
ANALYSIS 
In February 2012, staff presented to the PHBC the Long-Term Care Insurance 
Industry Market Study (Market Study) and the findings from that study informed staff 
in the development of this new tentative offering. 
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Benefits Design for New Product Offering 
The objectives of the draft benefit design are to promote independence and the ability 
for our members to remain safely at home as long as possible, as well as create a 
product that will be competitive in today’s market. The draft benefit design was also 
modeled after the Federal LTC Insurance Program, which was detailed in the Market 
Study. The proposed benefit changes are reflected in Attachment 1 – Proposed 2013 
Product Design.   
 
The major differences between the last product offered in 2008 and the proposed 
product design offering proposed here includes the elimination of the lifetime benefit 
period and facility only coverage. Consistent with the Market Study, the proposed 
product design includes the addition of several items to the base products and 
optional riders: 
 

• Stay-At-Home benefit, 
• Expanded Daily Benefit Amounts, 
• 10-year benefit period, 
• Expanded Partnership offerings, 
• Options for different deductible periods (30, 90 and 180 days), 
• Spousal discount, 
• Simple and Compound Inflation Protection options at different percentages, 
• Return of Premium Death benefit (ROPD) as a rider, 
• Non-forfeiture rider,  
• International benefit rider, and 
• Restoration of Benefits rider. 

 
The 5 percent compound inflation offer must be made to maintain the tax qualified 
status of the CalPERS LTC Program, and is a requirement for the Partnership 
policies.  For policies other than the Partnership, automatic and simple inflation 
protection will be provided as a rider. These product designs are subject to change 
based on pricing and financial considerations. Underwriting requirements will be 
reviewed as part of pricing to ensure the guidelines are current with the industry and 
provide comprehensive screening. Staff expects to return to the PHBC in February 
2013 with pricing recommendations for the base and optional benefit designs for the 
new product offering.   
 
Proposed California Partnership Benefit Changes 
The Department of Health Care Services, California Partnership for Long-Term Care, 
is reviewing the proposed benefit design options for compliance with their 
requirements.  All premiums collected on Partnership policies are kept in the 
CalPERS Long-Term Care Fund. One of the benefits of a partnership policy is it 
allows the policyholder to keep an amount of assets equal to that paid in long-term 
care insurance benefits and still qualify for Medi-Cal rather than having to spend-
down savings to meet Medi-Cal requirements.  Partnership policies also include the 
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compound 5 percent built-in inflation protection, which members are not allowed to 
drop, and a 30-day deductible period. 
 
Eligibility Review 
Staff reviewed the Long-Term Care Act of 1991 eligibility requirements.  Currently 
those eligible include active and retired annuitants and members of all California 
public employers, their spouses, parents, siblings, and spouses’ parents. Staff 
believes that expanding LTC insurance eligibility to adult children of active and retired 
members will increase the eligible population for new business opportunities and falls 
in line with providing coverage to immediate family members. With direction from the 
PHBC, we will develop a legislative proposal. 
 
Pricing for the 10-year Retained Inflation Benefit 
Attachment 2 – LTC1 and LTC2 Monthly Premium Scenarios is provided to illustrate 
examples of the expected premiums for members who move from the LTC1 and 
LTC2 lifetime policy types to the 10-year policy with Retained Inflation. LTC1 and 
LTC2 policyholders who select this conversion option would have a reduction in 
monthly premiums.  Attachment 2 demonstrates the impact conversion is likely to 
have; however, exact premium amounts will vary by member due to issue age and 
attained age at the time the member elects to change coverage.  
 
Communication Plan 
A series of communications will be developed to inform and educate members on 
how changes approved by the Board last month will affect them and provide 
information to assist in their decision making, including options available to them to 
avoid the 2015 premium increase. The goal is that every member will be in 
possession of adequate and clearly presented information to make an informed 
decision. 
 
The communication plan is designed in phases and includes at least three letters 
mailed over a five month period to the LTC1 members with lifetime coverage and 
inflation protection currently subject to the ongoing 5 percent increase.  The letters 
will explain the new benefit options and how their decision in 2013 will impact them 
going forward. Letters will also be sent to other members impacted by the 2015 
premium increase.  Work has begun on a LTC member informational communication 
piece for distribution in early 2013 that will also include educational information.  
Articles will be developed and shared with constituent organizations and CalPERS 
Ambassadors for use in newsletters and member interaction. Attachment 3 – Draft 
Communication and Project Timeline is provided to illustrate the anticipated 
communication efforts, as well as show other work that will be occurring with the LTC 
Program.   
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BENEFITS/RISKS  
The benefits of the 2013 open application period include: 

• Implementing a new generation of benefits and plan design that will be 
competitive in today’s marketplace;  

• Increasing options for existing members who will be eligible to apply for the 
new benefits; 

• Providing an opportunity to bring in additional lives with appropriate 
underwriting, lowering the risk to the pool; 

• Bringing new and younger members into the LTC Program will bring more 
premium dollars into the LTC Fund for investments; and  

• Demonstrating the sustainability of the LTC Program and the commitment of 
CalPERS to provide a viable voluntary insurance benefit for eligible members.  
 

The risks of the 2013 open application period include: 
• The LTC insurance market is still in flux and continues to evolve; 
• Challenge meeting timeline considering all the benefit design changes to be 

implemented and member communications to be developed; 
• Frustration of applicants who do not pass underwriting and associated 

potential increase in appeals workload; and 
• The number of applications approved and resulting premiums may not offset 

the costs associated with the open application period.   
 
ATTACHMENTS 
Attachment 1 – Proposed 2013 LTC Product Design 
Attachment 2 – LTC1 and LTC2 Monthly Premium Scenarios 
Attachment 3 – Draft Communication and Project Timeline  
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KATHY DONNESON 

Chief 
Health Plan Administration Division 
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Benefit Programs Policy and Planning 
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