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1 - General Information 

This document provides information that will help participating companies to prepare a complete and precise submission for The Long Term Care Incidence/Lapse/Mortality Study (study).  The success of the study relies heavily on the quality of the information and consistency of the information between participants.  We expect to achieve this by providing guidelines and examples to help participants identify and correct data issues before submitting their participating form. 

Please see document “INSTRUCTIONS for the SOCIETY OF ACTUARIES LONG TERM CARE INCIDENCE/LAPSE/MORTALITY EXPERIENCE STUDY” (the instructions) for required data elements. 
2 – Incidence Study 
The incidence study intends to measure the probability of incurring an approved LTC claim.  The probability drivers will be based on the insured life and policy characteristics. 

Definitions, examples and exceptions are shown below:

· LTC claim: a claim that is not solely related to an ancillary provision (ex: respite care), but that involves typical covered long term care such as professional home care services, assisted living facility stays, nursing home stays or informal home care services.
· Approved claim: the claim must have resulted in a benefit payment.
· First instance of a claim: a policy may be formed of multiple coverage layers, but should be treated the same as a comprehensive policy.  For example, a policy may consist of a nursing home only base policy with an additional home care rider.  For the study purpose, the base and rider must form a single policy and, if a claim is incurred and approved, only the 1st instance must be recognized in the incidence study. Example:
· A claim is initiated while the insured life is in a nursing home facility (covered by the base)
· 2 months later, the insured life leaves the nursing home to instead receive professional home care services (covered by the rider)
· Only the nursing home claim (initial approved benefit payment) is accounted for in the incidence study.  There should not be a second claim, in this instance, when the location of services switches.
· The insured life exposes under one single record whose characteristics include “professional home care and nursing home facility” coverage
· The “initial service location” of the claim is nursing home.

· Benefit payment information, provided in the claim termination study, will include both nursing home and home care payments
· Six months later, the claim is closed as no covered services are being provided under the policy (base and rider) are being provided.  Eight months later, the insured life again receives professional home care services (covered by the rider).

· This is considered a new claim for the purpose of the study

· The initial service location of the 2nd instance of a claim is professional home care

· New claim and claim reopen: a previously terminated claim that later reopens must not be counted a 2nd time in the incidence study.  We assume that claim reopening processes are consistent with the “same claim continuation” contractual definition and that such definitions are fairly similar in the industry.   
3 – General Exposure Rules 

The study will cover the period of 1/1/2000 to 12/31/2011 with a valuation date (“data as of date”) of 12/31/2012.  It is our understanding that carriers commonly use one of the following two active life reserving models: 

A. Policy does not expose to incidence, lapse or active life mortality while on claims.

B. Policy exposes to incidence, lapse or active life mortality while on claims.

It is our intention to study the three decrements (incidence, lapse and mortality) under each model.  It is, therefore, important to identify, for each policy, each claim period occurring within the overall policy exposure.  This includes claims in effect at the beginning of the study period (but incurred prior to 1/1/2000).  Example:
· Policy is issued in 1992 and is in a disabled claim status as of 1/1/2000

· Claim recovers in 2002 and policy terminates in 2009

· The policy will expose from 2002 through 2009 under method A
· The policy will expose from 2000 through 2009 under method B
The required data elements in the instructions provide columns to capture that claim information.  Note that it is important to provide this information regardless of the reserving model you are currently using.

4 – Policy Inventory 
The study will include policies issued in the study period (exposing from issue date) and policies issued prior to the study period (exposing from 1/1/2000). 
· Exceptions to consider when building the inventory:
· A policy on claim as of 1/1/2000 that never returns to an active status during the period is still part of the study (to support rates based on method B in section 3 above).

· A policy issued in 1997 that lapsed in 1999 and was reinstated in July 2000 should be included, even if the policy was not truly active on 1/1/2000.
· A policy was issued in October 2011, but lapsed for “policy cancellation” in December 2011 is not part of the study as the coverage was never truly in effect.  Policy cancellations include: 

· Free look period (policyholder right to cancel policy within X months after policy issue) 
· Evidence of insurability conditions not being met

· As such the following general rules can be used to derive the inventory using the data known as of 12/31/2012:
· The most recent termination date, if any, must be greater than 1/1/2000.

· The most recent termination reason, if any, must not be one relating to a form of policy void, cancellation or not taken.

· The policy effective date must be earlier than 1/1/2012.

· The policy effective date must be greater than the most recent termination date if any. 

· The inventory should not have any systematic bias.  Examples:
· The administration system was changed in July 2002.  Only policies in effect at that time were moved to new system.
· Those policies cannot contribute to the period of Jan 2000 to June 2002 unless their terminated counterparts (policies exposing in that period, but that did not get moved to the new system) get added to the inventory.  See items 9 – 11 in the incidence/lapse/mortality data formats and instructions in order to code the correct exposure start date.
· For a block of policies, it is not possible to accurately link claims to policies.  This block would have a bias towards favorable incidence rates and it should, therefore, be excluded.

· A block was acquired on 1/1/2006. Only active policies were transferred.  The exposure start date should be 1/1/2006.  See items 9 – 11 in the incidence/lapse/mortality data formats and instructions in order to code the correct exposure start date.
· Effective date, system coding date and study extract date: 

· Example: a policy is known to be active on 7/1/2010.  On August 15th, the policy is updated in the system and coded as terminated with an effective date of 6/10/2010.  On October 12th, an update is processed in the system to indicate that the correct policy termination date is in fact 7/5/2010.  No other updates are performed after.

· For purpose of the study, the information as of the study extract date (12/31/2012) is used and the effective date must be used.  Hence the policy termination date is 7/5/2010.   
5 – Policy Characteristics 
For the purpose of the study, we do not intend to partition policy exposure by time periods where specific policy provisions were in effect.  For example:
· Policy was issued in 1999 with a benefit amount of $3,000.

· In July 2002, the amount was increased to $5,000.

· In July 2006, a form of inflation adjustment rider was added.

· In July 2012, benefit a form of inflation adjustment rider was added.

Ideally, we would be able to partition the exposure of that policy as follows:

· 1/1/2000 to 6/30/2002: $3k, no inflation

· 7/1/2002 to 6/30/2006: $5k, no inflation

· 7/1/2007 to 12/31/2011: $5k, with inflation

The instructions, however, require a description of changes that have occurred during the period in order to allow us to study the materiality of policy changes.
The intent is to use the policy characteristics known to be in effect as of the initial coverage date.
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