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Section 1. - Purpose

The purpese of this regulation is to implement [cite section of law which sets forth the NAIC
Long-Term Care Insurance Model Act], to promote the public interest, to promote the availahility of
long-term care insurance coverage, to protect applicants for long-term care insurance, as defined,
‘from unfair or deceptive sales or enrollment practices, to facilitate public understanding and
comparison of long-term care insurance coverages, and to famlntate fexibility and innovation in the
development of long-term care insurance.

Section 2. Authority

This regulation is issued pursuant to the authority vested in the commissioner under [cite sections of
law enacting the NAIC Long-Term Care Insurance Model Act and establishing the commissioner’s
authority to issue regulations).

Section 3. Applicability and Scope

Except as otherwise specifically provided, this regulation applies to all long-term care insurance
policies, including qualified long-term care contracts and life insurance policies that accelerate
benefits for long-term care delivered or izssued for delivery in this state on or after the effective date
by insurers; fraternal benefit societies; nonprofit health, hospital and medical service corporations;
prepaid health plans: health maintenance organizations and all similar organizations. Certain
provigions of this regulation apply only to qualified long-term care insurance contracts as noted.

Drafting Note: This regulation, like the NAIC Long-Term Core {nsurance Model Act, is intended to apply to policies,
contracts, subscriber agreements, riders and endorsements whether isaued by insurers: fraternal benefit socicties; nonprofit
haalth, hoapital and medieal service corporalions: prepaid henlth plans; health maintenonce organizations and all simjlpr
organizatione, In order to include such organizations, regulations should idenufy them in nccordance with statutory
terminolegy or by speaific statwiory citation, Dopending upon state law and regulation, insurance department juriadiction, and
other [octors, acparute regulations may be roquuired. In any evens, the regulation should provide thar the particular
terminology used by Lheze plans, argunizations and nrrongements (e.g., contract, policy. certificate, subscriber, member) may
be substitutad for, or added 1o, the corresponding terms used in this rogulation.

" Additionally, this reguiation is intended to appiy to policies having indemnity benefits that are
triggered by activities of daily living and sold as disability income insurance, if:

1. The benefits of the disability income policy are dependent upon or vary in amount based on
the receipt of long-term care serviees;

2. The disability income policy is advertised, marketed or offered as insurance for long-term
care services; or

3. Benefits under the policy may commence afier the policyholder has reached Social Security's
normal retirement age unless benefits are designed to replace lost income or pay for specific
expenses cther than long-term care services.
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Drafting Note: The pprasage of the Health Insuranee Portability and Accountability Act of 1896 (HIPAA) created o pew
category of long-term care insuranee called Qualified Long-Term Care Insurnnce. This regulotion is intended to provide
reguirements for all long-term care insurance contracts, incleding qualified long-term caro insurance contracts, as defined in
the NAIC Long-Term Care Insurance Model Aet and by Section 7702Bih} of the [nternal Revenuze Code of 1986. as amended.
The amendments to this regulation made in recognition of Section 77028 do not require nor prohibit the continued aale of
long-term care insurance policies and certificates that nre not considered qualified lopg-term care insurazce contracts.

Section 4. Definitions

For the purpose of this regulation, the terms *long-term care insurance,” “qualified long-term care
insurance,” "group long-term care insurance,” “commissioner,” *applicant.” “policy” and “certificate”
shall have the meanings set forth in Section 4 of the NAIC Long-Term Care Insurance Model Act. In
addition, the following definitions apply.

Drafting Note: Where the word "commissioner” sppears in this regulation. the oppropriate deeignnlionﬁfor the chiel
insurance supervisory official of the state should be substituted. To the extent that the model act i3 not adopted, the full
definition of the above terms contained in that model act should be incorporated into Lhis section,

A, “Benefit trigger”, for the purposes of independent review, means a contractual
provision in the insured’s policy of long-term care insurance conditioning the
payment of benefits on a determination of the insured’s ability to perform activities
of daily living and on cognitive impairment. For purposes of a tax-qualified long-
term care insurance contract, as defined in Section T702B of the Internal Revenue
Code of 1986, as amended, “benefit trigger” shall include a determination by a
licensed health care practitioner that an insured is a chronically ill individual.

Drafting Nate: This definition is not intended to be a required definitional element of a long-term care insuranes policy, but
rather intended w clarify the scope and intent of Section 31, The requirement for o deseription of the benefic trigger in the
policy or certificate is currently found in Section B.

B. () “Exceptional increase” means only those increases filed by an insurer ag
: exceptional for which the commissioner determines the need for the premium
rate increase js justified:

(n) Due to changes in laws or regulations applicable to long-term care
coverage in this state; or

(b} Due to increased and unexpected utilization that affects the majority
of insurers of similar products.

(2) Except as provided in Sections 20 and 20.1, exceptional increases are subject
to the same requirements ag other premium rate schedule increases.

(3 The commissioner may request a review by an independent actuary or a
professional actuarial body of the basis for a request that an increase be
considered an exceptional increase.

{4) The commissioner, in determining that the necessary basis for an excaptional

inerease exists, shall also determine any potential offsets to higher claims
costs.

Drafting Note: The commiasioner may wish to review tha request with other commissioners.

€ 2014 National Association of lnsurance Commiisioners 641.3
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C. “Incidental,” as used in Sections 20J and 20.1J, means that the value of the long-
term care benefits provided is less than ten percent (10%) of the total value of the
benefits provided over the life of the policy. These values shall be measured as of the
date of issue.

Drnfting Note: The phrase “volue of the benefits” 18 vsed in defining “incidentel” to make tho definition more generally
applicable, [n simple casea where the base policy and the long-term care benefits have separately identifiable premiuma, the
promiums ean be directly compared. In other cases, annual cost of insurance chnrgea mrght be avnlable for comparson.
Some cases may involve comparison of present value of benofite,

D. “Independent review organization” means an organization that conducts independent
reviews of long-term care benelit trigger dacisions,

E. “Licensed health care professional” means an individual qualified by education and
experience in an appropriate field, to determine, by record review, an insured's
actual functional or cognitive impairment,

Dirafting Note: For purposes of Section 31, it may bt approprniate for certain licensed health care prafessionals, such as
phyaical therapists, occupational therapists, neurologista, physical medicine specialists, and rehabilitation medicine
specinlista, to review a benefit trigger determinntion. However, some of these health care professionals may not meet the
definition of n licensed health care practitioner under Section 7702B(6){4) of the Internal Revenuc Code. For tax-qualified
long-tesm eare insurance contracts, only a licensed henlth care profeastonal who meots the definition of a licensed health care
practilioner may cerlify that an individual is a chronically ill individual.

F. "Qualified actuary” means a member in good standing of the American Academy of
Actuaries,
G. “Similar policy forms” means all of the long-term care insurance policies and

certificates issued by an insurer in the same long-term care benefit ciassification as
the policy form being considered. Certificates of groups that meet the definition in
[insert reference to Section 4E(1) of the NAIC Long-Term Care Model Act] are not
congidered similar to certificates or policies otherwise issued as long-term care
insurance. hut are similar to other comparable certificates with the same long-term
care benelit claggifications. For purposes of determining similar policy forms, long-
term care benefit clagsifications are defined as follows: institutional long-term care
benefits only. nonr-institutional long-term care benefits only, or comprehensive long-
term care benefits.

Section 5. Policy Definitions

No long-term care insurange policy delivered or issued for delivery in this state shall use the terms
get forth below, unless the terms are defined in the policy and the definitions satisfy the following
requirements:

Al “Activities of daily living” means at least bathing, continence, dressing, eating,
toileting and transferring.

B. "Acute condition” means that the individual is medically unstéble. Such an
individual requires frequent monitoring by medical professicnals, such as physicians
and registered nurses, in order to maintain his or her health status.

C. “Adult day care” means a program for six (6) or more individuals. of social and
health-related services provided during the day in a community group setting for the

purpose of supporting frail, impaired elderly or other disabled adults who can benafit
from care in a group setting outside the home.

641.4 $ 2014 National Association of [nsurance Commissionars
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D. “Bathing” means washing oneself by spange bath; or in either a tub or shower,
including the task of getting into or out of the tub or shower.

E. “Cognitive impairment” means a deficiency in a person’s short or long-term memory,
orientation as to person, place and time, deductive or abstract reasoning, or
judgment as it relates to safety awareness,

F. “Continence” means the ability to maintain control of bowel and bladder function; or,
when unable to maintain control of bowel or bladder function, the ability to perferm
associated personal hygiene (including caring for catheter or colostomy hag).

G. “Dressing” means putting on and taking off all items of clothing and any necessary
braces. fasteners or artificial limbs,

H. “Eating” means feeding oneself by getting food into the body from a receptacle {such
as a plate, cup or table) or by a feeding tube or intravenously.

L “Hands-on assistance” means physical assistance (minimal, moderate or maximal)
without which the individual would not be able to perform the activity of daily living.

J. “Home health care services” means medical and nonmedical services, provided to ill,
disabled or infirm persons in their residences. Such sérvices may include homemaker
sarvices, assistance with activities of daily living and respite care services.

K. “Medicare” means “The Health [nsurance for the Aged Act, Title XVIII of the Social
Security Amendments of 1965 agz Then Constituted or Later Amended,” or “Title I,
Part I of Public Law 89-97, as Enacted by the Eighty-Ninth Congress of the United
States of America and popularly known as the Health Insurance for the Aged Act. as
then constituted and any later amendments or substitutes thereof” or words of
similar import. '

L. “Mental or nervous disorder” shall not be defined to include more than neurosis,
psy¥choneurosis, psychopathy, psychosis, or mental or emotional disease or disorder.

AL "Personal care” means the provision of hands.on services to assist an individual with
activities of daily living.

N. “Skilled nursing care,” “personal care,” *home care,” “specialized care,” “assisted
living care” and other services shall be defined in relation to the level of skill
required, the nature of the care and the setting in which care must be delivered.

0. “Toileting” means getting to and from the toilet, getting on and off the toilet, and
performing associated personal hygiene.

“Transferring” means moving into or out of a bed, chair or wheelchair.

Q. All providers of services, including but not limited to “skilled nursing facility,”
“extended care facility,” “convalescent aursing home,” “personal care facility,”
“specialized care providers,” ~assisted living facility,” and “home care agency” shall
be defined in relation to the services and facilities required to be available and the
licensursa, certification. registration or degree siatus of those providing or supervising
the services. When the definition requires that the provider be appropriately
licensed. certified or registered. it shall also state what requirements a provider must
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meet in lieu of licensure, certification or registration when the state in which the
service is to be furnished does not require a provider of these services to be licensed,
certified or registered, or when the state licenses, certifies or registers the provider of
services under another name.

Drafting Note: State laws relating to nursing and other facilities and agencics are not uniform. Accordingly, apeeific
reference to or incorporation of the individual state law may be required in structuring each definition.

Drafting Naote: This section 13 intended to spacify required definitionel elementa of several terms commonly found in long-
term care inaurance policies, while allowing some flexibility in the definiticns themacives,

Drafting Note: The U.5, Treasury Department may, at seme time m the future, develop additional or different policy
dofinitions intended to eatigfy the requirements of Section T702R of the Internal Revenue Code of 1986, a9 amended, for
qualified fong-term insurance contracts. States should consider developing a mechanism 1o allow definitions that may be

developed by the federnl ngency to be used in qualified long-term care insurance contracts.

Section 6.

A

541-6

Policy Practices and Provisions

" Renewability. The terms “guaranteed renewable” and “noncancellable” shall not be

used in any individual long-term care insurance policy without further explanatory
language in accordance with the disclosure requirements of Section 9 of this
regulation.

(1 A palicy issued to an individual shall not contain renewal provisions other
than “puaranteed renewable” or “noncancellable”

(2) The term “guaranteed renewable” may be used only when the insured has
the right to continue the long-term care insurance in force by the timely
payment of premiums and when the insurer has no unilateral right to make
any change in any provision of the policy or rider while the insurance is in
force, and cannot decline to renew, except that rates may be revised by the
insurer on a clasg basis,

(1 The term "noncancellable” may be used only when the insured has the right
to continue the long-term care insurance in force by the timely payment of
premiums during which peried the insurer has no right to unilaterally make
any change in any provision of the insurance or in the premium rate.

(€}] The term “level premium” may only be used when the insurer does not have -
the right to change the premium,

{5) In addition te the other requirements of this subsection, a qualified long-term
care insurance contract shall be guaranteed renewable, within the meaning
of Section 7702BM)(1)(C) of the Internal Revenue Code of 1986, as amended,

Limitations and Exclusions. A policy may not be delivered or issued for delivery in

this state as leng-term care insurance if the policy limits or excludes coverage by

type of illness, treatment, medical condition or accident, except as follows:

- Preexisting conditions or diseases;

() Mental or nervous disorders; however, this shall not permit exclusion or
limitation of benefits on the basis of Alzheimer’s Disease:

(3) Alcoholism and drug addiction;

© 2014 National Associntion of Insurance Compmuissionors
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Illness, treatment or medical condition arising out of:

(a) War or act of war (whether declared or undeclared);

(b) Participation in a felony, riot or insurrection;

{c) Service in the armed forceg or units auxiliary théreto;

(d) Suicide (sane or insane), attempted suicide or intentionally self- _

inflicted injury; or
(e) Aviation {this exclusion applies only to non-fare-paying passengers).

Treatment provided in a government facility (unless otherwise required by
law), services for which benefits are available under Medicare or other
governmental program {except Medicaid), any staie or federal workers'
compensation, employer’s liability or occupational disease law, or any motor
vehicle no-fault law, services provided by 2 member of the covered person's
immediate family and services for which no charge is narmally made in the
absence of insurance;

Expenses for services or items available or paid under another long-term care
insurance or health insurance policy;

In the case of a qualified long-term care insurance contract, expenses for
serviges or items to the extent that the expenses are reimbursable under
Title XVIII of the Social Security Act or would be so reimbursable but for the
application of a deductible or coinsurance amount. ’

S (a) This subsection iz not intended to prohibit exclusions and limitations

by type of provider. However, no long-term care issuer may deny a
claim because services are provided in a state other than the state of
policy issued under the following conditions:

(i) When the state other than the state of policy issue does not
have the provider licensing, certificalion or registration
required in the policy, but where the provider satisfies the
policy requirements outlined for providers in lien of licensure,
certification or registration; or

(i) When the state other than the state of policy isaue licenses,
certifies or registers the provider under another name.

() For purposes of this paragraph, “state of policy issue” means the state
: in which the individual policy or certificate was originally issued.

Drafting Note: Paragraph {8) i3 intended to permit exclusions and limitations for payment for aervices provided ontside che
United States nnd legitimate variations in benefit levels to reflect dilferences in provider rates. However, the iasuer of long-
term ¢arv tosuranee policies and certificates being clnimed againgt in o et other than where the policy or certificate way
issued must cover those services that would be covered in the state of issue irrespective of any licensing, registrotion or
certification requirementy for providers in the other state. [n other wards, if the ¢laim would be approved but for the licensing
issue, the claim must be approved.

€ 2014 Nationa) Associntion of [nsurance Commissioners 641.7
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This subsection is not intended to prohibit territorial limitations,

C. Extension of Benefits. Termination of long-term care insurance shall be without
prejudice te any benefite payable for institutionalization if the institutionalization
began while the long-term care msurance was in force and continues without
interruption after termination. The extension of benefits beyond the period the long-
term care insurance was in force may be limited to the duration of the benefit pericd,
if any, or to payment of the maximum benefits and may be subject to any policy
waiting period, and all other applicable provigions of the policy.

D. Continuation or Conversion.

)

@)

3

&)

641-3

Group long-term care insurance issued in this state on or after the effective
date of this section shall provide covered individuals with a hasis for
continuation or conversion of coverage.

For the purposes of this section, “a basis for continuation of coverage” means
a policy provision that maintains coverage under the existing group policy
when the coverage would otherwise terminate and which is subject only'to
the continued timely payment of premium when due. Group policies that
restrict provision of benefits and services to, or contain incentives to use
certain providers or facilities may provide continuation henefits that are
substantially equivalent to the benefits of the existing group policy. The
commissioner shall make a determination as to the substantial equivalency
of benefits, and in doing so, shall take into consideration the differences
between managed care and non-managed care plans, including, but not
limited to, provider system arrangements, service availability, benefit levels
and administrative complexity.

For the purposes of this section, “a basis for conversion of coverage” means a
policy provision that an individual whose coverage under the group policy
would otherwise terminate or hag been terminated for any reason, including
discontinuance of the group policy in its entirety or with respect to an
ingured class, and who has heen continuously insured under the group policy
(and any group policy which it replaced), for at least six months immediately
prior to termination, shall be entitled to the issuance of a converted poliey by
the insurer under whose group policy he or she is covered, without evidence
of insurability,

For the purposes of this section, “converted policy” means an individual
policy of long-term care insurance providing benefits identical to or benefits
determined by the commissioner to be substantially equivalent {0 or in excess
of those provided under the group policy from which conversion is made.
Where the group policy from which conversion is made reatricts provision of
benefits and services to, or contains incentives to use certain providers or
facilities, the commissioner, in making a determination as to the substantial
equivalency of benefits, shall take into consideration the differences between
managed care and non-managed care plans, including, but not limited to,
provider system arrangements, service availability, benefit levels and
administrative complexity.

© 2014 Nationnl Associntion of Insurance Commissioners
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)] Written application for the converted policy shall be made and the first
premium due, if any, shall be paid as directed by the insurer not later than
thirty-one (31} days after termination of coverage under the group policy. The
converted pelicy shall be issued effective on the day following the termination
of coverage under the group policy, and shall be renewable annually,

(6) Unless the group policy from shich conversion is made replaced previous
group coverage, the premium for the converted policy shall be calculated on
the basis of the insured's age at inception of coverage under the group policy
from which conversion is made. Where the group policy from which
conversion is- made replaced previous group coverage, the premium for the
converted policy shall be calculated on the basis of the insured's age at
inception of coverage under the group policy replaced.

(D Continuation of coverage or issuance of a converted policy shall be
mandatory, except where:

(a) Termination of group coverage resulted from an individual's failure to
make any required payment of premjum or contributien when due; or

{b) The terminating coverage is replaced not later than thirty-one (31}
days after termination, by group coverage effective on the day
following the termination of coverage:

(i) Providing benefits identical to or benefits determined hy
the commissioner to be substantially equivalent to or in
excess of those provided by the terminating coverage: and

(i) The premium for which is calculated in a manner
consistent with the requirements of Paragraph (6) of this
section.

{3) Notwithstanding any other provision of this section, a converted policy issued

to an individual who at the time of conversion is covered by another long-
term care insurance policy that provides benefits on the basis of incurred
expenses, may contain a provision that results in a reduction of benefits
payable if the benefits provided under the additional coverage, together with
the full benefits provided by the converted policy. would result in payment of
more than 100 percent of incurred expenses. The provision shall only be
included in the converted policy if the converted policy also provides for a
premium decrease or refund which reflects the reduction in benefits pavable.

{9) The converied policy may provide that Lhe benefits payable under the
converted policy, together with the benefits payable under the group policy
from which conversion is made, shall not exceed these that would have been
payable had the individual's coverage under the group policy réemained in
force and effect.

(10) ~ Notwithstanding any other provision of this section, an insured individual
whose eligibility for group long-term care coverage is based upon his or her
relationship te another person shall be entitled to continuation of coverage
under the group policy upon termination of the qualifving relationship by
death or dissolution of marriage.

€ 2014 Nationnl Asaecintion of Insurance Commissioners 641-9
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For the purposes of this section a “managed-care plan” is a health care or
assisted living arrangement designed tc coordinate patient care or coatrol
costs through utilization review, case management ox use of specific provider
networks,

Discontinuance and Replacement

If a group long-term care policy is replaced by another group long-term care policy
issued to the same policyholder, the succeeding insurer shall offer coverage to all
peraons covered under the previcus graup policy on its date of termination. Coverage
provided or offered to individuals by the insurer and premiums charged to persons
under the new group policy:

(1)

(2

n

2

(3)

Shall not result in an exclusion for preexisting conditions that would have
been covered under the group policy being replaced; and

Shall not vary or otherwise depend on the individual's health or disability
status, claim experience or use of long-term care services.

The premium charged to an insured shall not increase due to either:

{(a) The increasing age of the insured at ages beyond sixty-five (65); or

{b) The duration the insured has been covered under the policy.

The purchase of additienal coverage shall not be considered a premium rate
increase, hut for purposes of the calculation required under Section 26, the
portion of the premium attributable to the additional coverage shall be added
ta and considered part of the initial annual premium.

A reduction in benefits shall not be considered a premium change, but for

purpose of the calculation required under Section 26, the initial annual
premium shall be based on the reduced benefits.

Electronic Enrollment for Group Policies

(n

In the case of a group defined in [insert reference to Section 4E(1) of the
NAIC Long-Term Care Insurance Model Act], any requirement that a
signature of an insured be obtained by an agent or insurer shall be deemed
satisfied if:

(a) The consent s obiained by telephonic or electronic enrollment by the
group policyholder or insurer. A verification of enroilment
information shall be provided to the enrollee;

" The telephonic or electronic enroliment provides necessary and
reagonable safeguards to assure the accuracy, retention and prompt
retrieval of records; and

(c) The telephonic or electronic enrollment provides necessary and
reascnable safeguards to assure that the confidentiality of

individually identifiable information and “privileged information” as
defined by {insert reference to state law comparable to Section 2W of

0 2014 National Association of Insurance Commissioners
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the NAIC Insurance Information and Privacy Protection Model Act),

is maintained.

The insurer shall make available, upon request of the commissioner, records
that will demonstrate the insurer’s ab:llt) to confirm enrollment and
toverage amounts,

Unintentional Lapse

Each insurer offering long-term care insurance shall, as a protection against unintentional lapse,
comp13 with the following:

Al

n

(3

Notice before lapse or termination. No individual long-term care policy or
certificate shall be issued until the insurer has received from the applicant
either a written designation of at least one person, in addition to the
applicant, who is to receive notice of lapse or termination of the policy or
certificate for nonpayment of premium, or a written waiver dated and signed
by the applicant electing not to designate additional persons to receive notice.
The applicant has the right to designate al least one person who is to receive
the notice of termination, in addition to the insured. Designation shall not
constitute acceptance of any liability on the third party for services provided
to the insured. The form used (or the written designation must provide space
clearly designated for listing at least one person. The designation shall
include each person’s full name and home address. In the case of an applicant
who elects not to designate an additional person, the waiver shall staie:
“Protection against unintended lapse. 1 understand that I have the right to
designate at least one person other than myself to receive notice of lapse or
termination of this long-term care insurance policy for nonpayment of
premium. I understand that notice will not be given until thirty (30) days
after a premium is dug and unpaid. I elect NOT to designate a person to
receive this notice.” The insurer shall notify the insured of the right to
change this written designation, no less often than once every two (2) years.

When the policyholder or certificateholder pays premium for a long-term care
insurance policy or certificate through a payroll er pensien deduction plan,
the requiremients contained in Subsection A{l) need not be met until sixty
{60) days after the policyholder or certificateholder is no longer on such a
payment plan. The application or enrollment form for such policies or
certificates shall clearly indicate the payment plan selected by the applicant.

Lapse or termination for nonpayment of premium. No individual long-term
care policy or certificate shall lapse or be terminated for nonpayment of
premium unless the insurer, at least thirty (30) days before the effective date
of the lapse or termination. has given notice to the insured and to those
persons designated pursuant to Subsection A(1), at the address provided by
the insured for purposes of receiving notice of lapse or termination. Notice
shall be given by first clags United States mail, postage prepaid; and notice
may not be given until thirty (30) days after a premium is due and unpaid.
Natice shall be deemed to have been given as of five (3) days after the date of
mailing
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Reingtatement. In addition to the requirement in Subsection A, a long-term care
insurance policy or certificate shall include a provision that provides for
reinstatement of coverage, in the event of lapse if the insurer is provided proof that
the policyholder or certificateholder was cognitively impaired or had a loss of
functional capacity before the grace period contained in the policy expired. This
option shall be available to the insured if requested within five () months after
termination and shall allow for the collection of past due premium, where
appropriate. The standard of proof of cognitive impairment or loss of functional
capacity shall not- be more stringent than the henefit eligibility criteria on cognitive
impairment or the loss of functional capacity contained in the policy and certificate.

Drafting Note: The Inngunge in Subsection B addressing the provision of proof of cognitive impairment or leas of functionn)
eapacity hns been amended to more precisely elnrify the original intent in adopling the reinstatement provision.

Section 8.

A

Required Disclosure Provisions

Renewability. Individual long-term care insurance policies shall contain a
renewability provision.

{1} The provision shall be appropriately captioned, shall appear on the firat page
of the policy, and shall clearly stale that the coverage is guaranteed
renewable or noncancellable. This provision shall net apply to policies that do
not contain a renawability provision, and under which the right to nonrenew
15 reserved solely to the policyholder.

Deaflting Note: The lasi sentence of this subscction ia intended to apply to loag-termn care policics which are part of or
combined with life insurance policies, since life insurance policies genernlly do not contain renewability provisions.

G641-12

(2) A long-term care insurance policy or certificate. other than one where the
insurer does not have the right to change the premium, shall include a
statement that premium rates may change.

Riders and Endorsements. Except for riders or endorsements by which the insurer
elfectuates a request made in writing by the insured under an individual long-term
care insurance policy. all riders or endorsements added to am individual long-term
care insurance policy after date of issue or at reinstatement or renewal that reduce
or eliminate benefits or coverage in the policy shall require signed acceptance by the
individual insured. After the date of policy issue, any rider or endorsement which
increases henefits or coverage with a concomitant increase in premium during the-
policy term must be agreed to in writing signed by the insured, except if the
increased benelits or coverage are required by law. Where a separate additional
premium is charged for benefits provided in connection with riders or endorsements,
the premium charge shall be set forth in the policy, rider or endorsement.

Payment of Benefits. A long-term care insurance policy that provides for the
payment of benefits based on standards described as “usual and customary,”
“reasonable and customary” or words of similar import shall include a definition of
these terms and an explanation of the terms in its accompanying outline of coverage.

Limitations. If a long-term care insurance policy or certificate contnins any
limitations with respect to preexigting conditions, the limitations shall appear as a

separate paragraph of the policy or certificate and shall be labeled as “Preexisting
Condition Limitations.”
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Other Limitations or Conditions on Eligibility for Benefits. A long-term care
insurance policy or certificate containing any limitations or conditions for eligibility
other than those prohibited in [insert citation to state law corresponding to Section
6D(2) of the Long-Term Care Insurance Model Act] shall set forth a description of the
limitations or conditions. including any required number of days of confinement, in a
separate paragraph of the policy or certificate and shall label such paragraph
“Limitations or Conditions on Eligibility for Benefits."

Disclosure of Tax Consequences, With regard to life insurance policies that provide
an accelerated benefit for long-term care, a disclosure statement is required at the
time of application for the policy or rider and at the time the accelerated benefit
payment request is submitted that receipt of these accelerated benefits may be
taxable. and that assistance should be sought from a personal tax advisor. The
disclosure statement shall be prominently displaved on the first page of the policy or
rider and any other related documents. This subsection shall not apply to qualified
long-term care insurance contracts.

Benefit Triggers. Activities of daily living and cognitive impairment shall be used to
measure an insured's nead for long term care and shall be deseribed in the policy or
certificate in a separate paragraph and shall be labeled “Eligibility for the Payment
of Benefits.” Any additional benefit triggers shall also be explained in this section. If
these triggers differ for different benefits, explanation of the trigger shall accompany
each benefit description. If an attending physician or other specified person must
certify a certain level of functional dependency in order to be eligible for benefits,
this too shall be specified. '

A qualified long-term care insurance contract shall include a disclosure statement in
the policy and in the outline of coverage as contained in Section 31E(3) that the
policy is intended to be a qualified long-term care insurance contract under Section
7T02B(b) of the Internal Revenue Code of 1986, as amended.

A nonqualified long-term care insurance contract shall include a disclosure
statement in the policy and in the outline of coverage as contained in Section 31E{3)
that the pelicy 15 not intended to be a qualified long-term care insurance contract.

Required Disclosure of Rating Practices to Consumers
Thia section shall apply as follows:

n Except as provided in Paragraph (2), this section applies to any long-term
care policy or certificate issued in this state on or aftex {insert date that is
6 months aBer adoption of the amended regulation].

(2) For certificates issued on or afier the effective date of this amended
regulation under a group long-term care insurance policy as defined in
Section [insert reference to Section 4E{l) of the NAIC Long-Term Care
Insurance Model Act), which policy was in force at the time this amended
regulation became effective, the provisions of this section shall apply on the
policy anniversary following [insert date that is 12 months after adoption of
the amended regulation].
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B. Other than policies for which no applicable premium rate or rate schedule increases
can be made, insurers shall provide all of the information listed in this subsection to
the applicant at the time of application or enrollment, unless the method of
applicaticn does not allow for delivery at that time. In such a ¢ase, an insurer shall
provide all of ths information listed in thig section to the applicant no later than at
the time of delivery of the policy or certificate.

Dirafting Note: One method of delivery that doea not allow for all listed information to be provided ai time of application or

enroilment 18 an application by moil.

{1) A statement that the policy may be subject to rate increases in the future;

{2) An explanation of potential futurer premium rate revisions, and the
policyholder's or certificateholder’s option in the event of a premium rate
revigion; :

3) The premium rate or rate schedules applicable to the applicant that will be in
effact until a request is made for an increase;

(4 A pgeneral explanation for applying premium rate or rate schedule
adjustments that shall include:

(a)

(b)

® (@

&)

(&)

641-14

A description of when premium rate or rate schedule adjustments
will be effective (e.g.. next anniversary date, next billing date. ete.);
and

The right to a revised premium rate or rate schedule as provided in
Paragraph (3) if the premium rate or rate schedule is changed;

Information regarding each premium rate increase on this policy
form or similar policy forms over the past ten (10) years for this state
or any other state that, at a minimum, identifies:

(i) The policy forms for which premium rates have been
increased;

{ii} The calendar years when the form was available for purchase;
and

(iii)  The amount or percent of each increaze, The percentage may
be expréssed as a percentage of the premium rate prior to the
increase, and may also be expressed as minimum and
maximum percentages if the rate increase is variable by
rating characteristics.

The ingurer may, in a fair manner, provide additional explanatory
information related to the rate increases,

An insurer shall have the right to exclude from the disclosure
premium rate increases that only apply to blocks of business acquired
from other nonaffiliated insurers or the long-term care policies
acquired from other nonaffiliated insurers when those increases
occurred prior to the acquisition.
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{d) If an acquiring insurer files for a rate increase on a long-term care
policy form acquired from nonaffilinted insurers or a block of policy
forms acquired from nonaffiliated insurers on or before the later of
the effective date of this section or the end of a twenty-four-month
period following the acquisition of the block or polictes, the acquiring
insurer may exclude that rate increase from the disclosure. However,
the nonafliliated selling company shall include the disclosure of that
rate increase in accordance with Subparagraph (a) of this paragraph.

(e) If the acquiring insurer in Subparagraph (d) above files for a
subssquent rate increase, even within the twenty-four-month period,
on the same policy form acquired from nonaffiliated insurers or block
of policy forms acquired from nonaffiliated insurers referenced in
Subparagraph (d}, the acquiring insurer shall make all disclosures
required by Paragraph (), including disclosure of the earlier rate
increase referenced in Subparagraph {d). :

Drafting Note: Section 10 requires hat the commissioner be provided with any information to be disclosed w applicanis.
Ieformation about post rate increases needs w be reviewed carefully. If che insurer expects 16 provide additional information
{such as a brief description of significant variations in policy provisions if the form is not-the policy form applied for by the
applicast or information about policy forma offered during or before the calendar years of forms with rate increases), the
commissioner should bo satisfied that the additionnl information is fairly presented in relation to the informntion about rate
increases.

Drofting Note: It is imended thay the disclosures in Section 9B be made to the employer in those situations where the
employer is paying nll the premium, with no contributions or coverage elections mnde by individual employees. [n addition, if
the employer kas paid the entire amount of any premiucs increases, there is no need for disclosure of the increases wo the
applicant for n new certificate.

Drafting Note: States should be aware of and review situations where a group policy is no longer being isaued but new
certificates are still being added to existing policies.

C. An applicant ghall sign an acknowledgement at the time of application, unless the
method of application does not allow for signature at that time, that the insurer
made the disclosure required under Subsection B(1) and (5). If due to the method of
application the applicant cannot sign an acknowledgement at the time of application.
the applicant shall sign no later than at the time of delivery of the policy or
certificate. .

D. An insurer shall use the forms in Appendices B and F to comply with the
requirements of Subsections B and C of this section, ‘

E. An insurer shall provide notice of an upcoming premium rate schedule increase to all
policyholders or certificateholders, if applicable, at least [forty-five {45) days] prior to
the implementation of the premium rate schedule increase by the insurer. The notice
shall include the information required by Subsection B when the rate increase is
implemented,

Section 10.  Initial Filing Requirements
A This section applies to any long-term care policy issued in this state on or after
(insert date that is 6 months after adoption of the amended regulation] except that
Subsection B(2)d) and Subsection B(3) apply to any long-term care policy issued in

this state en or after [insert date that is-six (6) months after adoption of the amended
regulation],
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B. An insurer ghall provide the information listed in this subsection to the
commissioner {30 days] prior to making a long-term care insurance form available for

sale.

Orafting Note: Statos should consider whether o time period other than 30 doys i3 desirable. An alternative time period
would be the time pariod required for policy form npprova! in the applieable atate regulation or law.

B
2

A copy of the disclosure documents required in Section 9; and

An actuarial certification consisting of at least the following:

(a)

{b)

()

(d)

A statement that the initial premium rate schedule is sufficient to
cover anticipated costs under moderately adverse experience and that
the premium rate schedule is reasonably expected to be sustainable
over the life of the form with no future premium increases
anticipated; :

A statement that the policy design and coverage provided have been
reviewed and taken into consideration;

A statement that the underwriting and claims adjudication processes
have been reviewed and taken into consideration; :

A statement that the premiums ¢ontain at least the minimum margin
for moderately adverse experience defined in (i) or the specification of
and justification for a lower margin ag required by {ii).

(i) A composite margin shall not be less than 10% of lifetime
claims.

{ii} A composite margin that ia less than 10% may be justified in
uncominon circumstances. The propesed amount, full
justification of the proposed amount and methods to monitor
developing experience that would be the basis for withdrawal
of approval for such lower margins must be submitted.

{ilf A composite margin lower than otherwise considered
appropriate for the stand-alone long-tetm care policy may be
justified for long-term care benefits provided through a life
policy or an annuity contract. Such lower composite margin, if
utilized, shall be justified by appropriate actuarial
demonstration addressing margins and volatility when
considering the entirety of the product.

Dralicg Note: For the justification required in (i) above, examples of such considerations, if applicable to the product and
company, might be found in Society of Actuaries research studies entitled “Quantification of the Natural Hedge
Characterieties of Combinstion Life or Annwty Products Linked to Long-Term Care lnsurnnce” (2012) und *Understanding
the Volatihty of Experience and Pricing Assumptions in Long-Torm Care [nsurance Programs™ (2014},

641-16

{iv) A greater margin may be appropriate in circumstances where
the company has less credible experience to support its
assumptions used to determine the premium rates.

© 2014 Nationol Asseciotion of Inaurance Comimissioners

OIC EXHIBIT 5 - Page 16 of 156




Model Regulation Service—d® Guarter 2014

Drofting Note: Actual morgins may be included in severa] nctuarinl ngsumptions {e.g. mortality, lapae, underwriting
gelection wear-off, ete)) in addition to some of the margin in the merbidity pssumption. The composite margin ia the total of
stich marging over best-astimate assumptions,

(e)

(i) A statement that the premium rate schedule is not less than
the premium rate schedule for existing similar policy forms
also available from the insurer except for reasonable
differences attributable t6 benefits; or

{ii) A comparison of the premium schedules for similar policy
forms that are currently available from the insurer with an
explanation of the differences,

Drafting Note: In the event a serie» of increases is being applied w another policy form, intermedinte premium levels are oot
to be used in this comparison.

Drafting Note: [t is not expected that the insurer will need to provide a compariaon of every age and set of benefits. period of
payment or e¢limination period. A broad rango of expected combinations is to be provided in n manner designed to provide o
fair presentation for review by the commissioner,

(B

A statement that reserve requirements have been reviewed and
considered. Support for this statement shall include:

(i Sufficient detail or sample calculations provided so as to have
a complete depiction of the reserve amounts to be held; and

(i1) A statement that the difference between the gross premium
and the net valuation premium for renewal years is sufficient
to cover expected renewal expenses; or if such a statement
cannot be made, a complete description of the situations
where this does not occur. An aggregate distribution of
anticipated issues may be used as long as the underlying
gross premiums maintain  a ressonably consistent

relationship.

3) An actuarial memorandum prepared, dated and signed by the member of the
Academy of Actuaries shall be inc¢luded and shall address and support each
specific item required as part of the actuarial certification and provide at
least the following information:

{a) An explanation of the review performed by the actuary prior to
making the statements in Paragraph (2)(b) and (c),

(b) A complete description of pricing assumptions; and

(c) Sources and levels of marging incorporated into the gross premiums
that are the basis for the statement in Paragraph (2)}a) of the
actuarial certification and an explanation of the analysis and testing
performed in determining the sufficiency of the margins, Deviations
in marginz between ages, sexes, plans or states shall be clearly
described. Deviations in margins required to be described are other
than these produced utilizing generally accepted actuarial methods
for smoothing and interpolating gross premium scales.
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(d) A demonstration that the gross premiums include the minimum
composite margin specified in Paragraph (2)(d).

In any review of the actuarial certification and actuarial memorandum, the
commissioner may request review by an actuary with experience in long-term care
pricing who is independent of the company. In the event the commissioner asks for
additional information as a result of any review, the period in Subsection B does not
include the period during which the insurer is preparing the requested information.

Drafting Note: The commisgioner may acoept a roview dong for anothor state or ataley if such review iy for the same policy
form or where any differences in benefits and premiums are not materint and such review was completed within cighteen
months of the date of the actuarial certification in Subsection B(2) above.

Section 11.

A,

641-18

Prohibition Against Post-Claims Underwriting

All applications for long-term care insurance policies or certificates except thoge that
are guaranteed issue shall contain clear and unambiguous questions designed to
asecertain the health condition of the applicant.

(1)

@)

(M

)

[f an application for long-term care insurance ¢ontains a question that asks
whether the applicant has had medication prescribed by a physician, it must
alse ask the applicant to list the medication that has been prescribed,

If the medications listed in the application were known by the insurer, or
should have been known at the time of application, to be directly related to a
medical condition for which coverage would otherwise be denied, then the
policy ar certificate shall not be rescinded for that condition.

. Except for policies or certificates which are guaranteed issue:

The following language shall be set out conspicuously and in close
conjunction with the applicant’s signature block on an application for a long.
term care insurance pelicy or certificate:

Caution: If your answers on this application are incorrect or untrue,
[company] has the right io deny henefits or rescind your policy.

The following language, or language substantially similar to the following,
shall be set out conspicucusly on the long-term care insurance policy or
certificate at the time of delivery:

Caution: The issuance of this long-term care insurance [policy]
[certificate] is based upon your responses to the guestions on your
application. A copy of yvour [application] [enrolliment form] [is
enclosed] [was retained by you when you applied]. If your answers
are incorrect or untrue, the company has the right to deny benefits
or rescind your policy. The best time to clear up any questions is
now, before a claim arises! If, for any reason; any of your answers
are incorrect, contact the company at this address: [insert address]
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(3) Prior to issuance of a long-term care policy or certificate to an applicant age
eighty (80) or older, the insurer shall obtain one of the following: -

{a} A report of a physical examination;

(b} An assessment of functional capacity;
(c) An attending physician’s statement; or
{d} Copies of medical records.

A copy of the completed application or enrollment form (whichever is applicable)
shall be delivered to the insured no later than at the time of delivery of the policy or
cenificate unless it was retained by the applicant at the time of application.

Every insurer or other entity selling or issuing long-term care insurance benefits
ghall maintain a record of all policy or certificate rescissions, both state and
countrywide, except those that the insured voluntarily effecivated and shall
annually furnish this information to the insurance commissioner in the format
prescribed by the National Association of [nsurance Commissioners in Appendix A.

Minimum Standards for Home Health and Community Care Benefits in
Long-Term Care Insurance Policies

Al A long-term care insurance policy or certificate shall not, if it provides benefiis for
home health care or community care services limit or exclude benefits:

(D By requiring that the insured or claimant would need care in a skilled
nursing facility if home health care services were not provided;

(2) By requiring that the insured or claimant first or simultaneously receive
nursing or therapeutic services, or botk, in a home, communily or
institutional setting before home health care services are covered;

{3) By limiting eligible services to services provided by registered nurses or
licenged practical nurses;

(4 By requiring that a nurse or therapist provide services covered by the policy
that can be provided by a home health aide. or other licensed or certified
home care worker acting within the scope of his or her licensure or
certification;

{9) By excluding coverage for personal care services provided by a home health
aide; :

(G By requiring that the provision of home health care services be at a level of
certification or licensure greater than that required by the eligible service;

(M By requiring that the insured or claimant have an acute condition before
home health care services are covered;

(8) By hmiting benefits to services provided by Medicare-certified agencies or
providers; or
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C)] By excluding coverage for adult day care services.

A long-term care insurance policy or certificate, if it provides for home health or
community care services, shall provide total home health or community care
coverage that is a dollar amount equivalent to at least one-half of one year's coverage
available for nursing home benefits under the policy or certificate, at the time
covered home health or community care services are being received. This
requirement shall not apply to policles or certificates issued to residents of
continuing care retirement communities,

Home health care coverage may be applied to the nonhome health care benefits
provided in the policy or certificate when determining maximum coverage under the
terms of the policy or certificate.

Drafting Note: Subseclion C permita the home health care beaefits to be counted toward the magimum length of long-term
care coverage under the policy, The subsection 19 not intended to restnict home health care to a period of time which would
make the benefit lusory. It is suggested that fewer than 365 benefit daye and leas than a 525 dmily maximum benefit
constitute illusory home health care bonefits.

Section 13.

A

641-20

Requirement to Offer Inflation Protection

No insurer may offer a lang-term care insurance policy unless the insurer also offers
to the policyholder in addition to any other inftation protection the option to
purchase a policy that provides for benefit levels to increase with benelit maximums
or reasonable durations which are meaningful to account for reasonably anticipated
increases in the costs of long-term care services covered by the policy. Insurers must
offer to each policyholder, at the time of purchase, the option to purchase a policy
with an inflation protection feature no less favorable than one of the following:

(D Increases benefit levels annually in 2 manner so that the increases are
- compounded annually at a rate not less than five percent (5%);

(2) Guarantees the insured individual the right to periodically increase benefit
levels without providing evidence of insurability or health status =zo long as
the option for the previous period has not been declined. The amount of the
additional benefit shall be no less than the difference between the existing
policy benefit and that benefit compounded annually at a rate of at least five
percent (5%) for the period beginning with the purchase of the existing
benefit and extending until the year in which the offer is made; or

(3) Covers a specified percentage of actual or reasonable charges and does nat
include a maximum specified indemnity amount or limit.

Where the policy is issued to a group, the required offer in Subsection A above shall
be made to the group policyholder; except, if the policy is issued to a group defined in
[Section 4E(4) of the Long-Term Care Insurance Model Act] other than to a
continuting care retirement cotnmunity, the offering shall be made to each proposed
certificateholder.

The offer in Subsection A above shall not be required of life insurance policies or
riders containing ageelerated long-term care benefits.

{1) Insurers shall include the following information in or with the outline of
coverage:
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(a) A graphic comparison of the benefit levels of a policy that increases
benefits over the policy period with a policy that does not inerease
benefits. The graphic comparison shall show benefit levels over at
least a twenty {20) year period.

(b) Any expected premium increases or additional premiums to pay for
automatic or optional benefit increases.

2 An insurer may use a reasonable hypothetical, or a graphic demonstration,
for the purposes of this disclosure.

Drafting Note: It is intended thot meaningful inflation protection be provided. Menningful benefit minimums or durations
coutd include providing inereases 1o attained age, or for a period such as at least 20 years, or for some multiple of the policy's
maximum benefit, or throughout the period of coverage.

E.

Section 14,

A,

Inflation protection benefit increases under a policy which contains these benefits
shall continue without regard to an insured's age, claim status or claim history, or
the length of time the person has been insured under the policy.

An offer of inflation protection that provides for automatic benefit increases shall
include an offer of a premium which the insurer expects to remain constant. The
offer shall disclose in a conspicuous manner that the premium may change in the
future unless the premium is guaranteed to remain constant.

(1) Inflation protection as provided in Subsection A{l) of this section shall be
included in a long-term care insurance policy unless an insurer obtains a
rejection of inflation protection signed by the policyholder as required in this
gubsection. The rejéction may be either in the application or on a separate
form.

(2) The rejection shail be considered a part of the apj:lication and shall state:
I have reviewed the outline of coverage and the graphs that compare the

benefits and premiums of this policy with and without inflation protection.
Specifically. | have reviewed Plans , and I reject inflation protection.

Requirements for Application Forms and Replacement Coverage

Application forms shall include the following questions designed to elicit information
as to whether. as of the date of the application, the applicant has another long-term
care insurance policy or certificate in force or whether a long-term care policy or
certificate is intended to replace any other accident and sickness or long-term care
policy or certificate presently in force. A supplementary application or other form to
be signed by the applicant and agent, except where the ¢overage is sold without an
agent. containing the questions may be used. With regard to a replacement policy
issued to a group defined by [insert reference to Section 4(E)(1) of the Long-Term
Care Insurance Model Act], the following questions may be modified only to the
extent necessary to elicit information about health or long-term care insurance
policies other than the group policy being replaced, provided that the
certificateholder has been notified of the replacement.

(1 Do you have another long-term care insurance policy or certificate in force
{including health care service contract. health maintenance organization
contract)?
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{2) Did you have another long-term care mmsurance policy or certificate in force
during the last twelve (12) months?

(a) If s0, with which company?
® I{ that policy lapsed, when did it lapse?
(3) Are you coverad by Medicaid?

(4} Do you intend to replace any of your medical or health insurance coverage
with this policy [certificate]?

Agents shall list any other health insurance policies they have sold to the applicant.
(1) List policies sold that are still in force.
(2) List puolicies sold in the past five (6) years that are no longer in force.

Solicitations Other than Direct Response. Upon determining that a sale will involve
replacement, an insurer; other than an insurer using direct response solicitation
methods, or its agent; shall furnish the applicant, prior to issuance or delivery of the
individual long-term care insurance policy, a notice regarding replacement of
accident and sickness or long-term care coverage, One copy of the notice shall be
retained by the applicant and an additional copy signed by the applicant shall be
retained by the insurer. The required notice shall be provided in the following
manner.

Direct Response Solicitations. Insurers using direct respomnse solicitation methods
shall deliver a notice regarding replacement of accident and sickness or long-term
care coverage to the applicant upon issuance of the policy. The required notice shall
be provided in the following manner:

Where replacement is intended, the replacing insurer shall notify, in writing, the
existing insurer of the proposed replacement. The existing policy shall be identified
by the insurer, mame of the insured and policy number or address including zip code.
Notice shall be made within five (5) working days from the date the application is
received by the insurer or the date the policy is issued, whichever is sooner. .

Life Insurance policies that accelerate benefits for long-term care shall comply with
this section if the policy being replaced is a long-term care insurance policy. If the
policy being replaced is a life insurance policy, the insurer shall comply with the
replacemeant requirements of [cite to state’s life insurance replacement regulation
similar to the NAIC Life Insurance and Annuities Replacement Model Regulation]. IT
a life insurance policy thai accelerates benefits for long-term care is replaced by
another such policy. the replacing insurer shall comply with both the long-term care
and the life insurance replacement requirements.
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NOTICE TO APPLICANT REGARDING REPLACEMENT
OF INDIVIDUAL ACCIDENT AND SICKNESS OR LONG-TERM CARE INSURANCE

[Ensurance company’s name and address]
SAVE THIS NOTICE! IT MAY BE IMPORTANT TO YOU IN THE FUTURE.

According to [your application) [information you have furnished], you intend te lapse or otherwise
terminate existing accident and sicknessg or long-term care insurance and replace it with an
individual long-term care insurance policy to be issued by [company name] Insurance Company.
Your new policy provides thirty (30) days within which you may decide, without cost, whether you
desire to keep the policy. For your own information and protection, you should be aware of and
seriously consider certain factors which may affect the insurance protection available to you under
the new policy. '

You should review this new coverage carefully, comparing it with all accident and sickness or long-
term care insurance coverage you now have. and terminate your preseni policy only i, after due
consideration, you find that purchase of this long-term care coverage is a wise decision.

STATEMENT TO APPLICANT BY AGENT [(BROKER OR OTHER REPRESENTATIVE}:
(Uise additional sheets, a5 necessary.)

I have reviewed your current medical or heaith insurance coverage. 1 believe the replacement of
insurance involved in this transaction materially improves your position. My conclusion has taken
into account the following considerations, which [ call to your attention:

1. Health conditions that yvou may presently have (preexisting conditions), may not be
immediately or fully covered under the new policy. This could result in denial or delay in
payment of benefits under the new policy, whereas a similar claim might have been payable
under your present pelicy.

2. State law provides that your replacement policy or certificate way not contain new
preexisting conditions or probationary periods. The insurer will waive any time periods
applicable to preexisting conditions or probationary periods in the new policy (or coverage)
for similar benefits to the extent such time was spent (depleted) under the original policy.

3. If vou are replacing existing long-term care insurance coverage, you may wish to secure the
advice of your present insurer or its agent regarding the proposed replacement of vour
present policy, Thia is not only your right, but it is also in your best interest to make sure
you understand all the relevant factors involved in replacing your present coverage,

4. If, after due consideration, vou still wish to terminate your present policy and replace it with
new coverage, be certain to truthfully and completely answer all questions on the application
concerning your medical health history. Failure to include all material medical information
on an application may provide a basis for the company to deny any future claims and to
refund your premium as though your policy had never been in force. After the application
has been completed and before your sign it, reread it carefully to be certain that all
information has been properly recordad.
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{Signature of Agent, Broker or Other Representative)

{Typed Name and Address of Agent or Broker]
The above “Notice to Applicant” was delivered to me on:

(Applicant's Signature) (Date)
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NOTICE TO APPLICANT REGARDING REPLACEMENT
OF ACCIDENT AND SICKNESS OR LONG-TERM CARE INSURANCE

[Insurance company’s name and address]

SAVE THIS NOTICE! IT MAY BE IMPORTANT TO YOU IN THE FUTURE.

According to [vour application] {information you have furnished], you intend to lapse or otherwise
terminate existing accident and sickness or long-term care insurance and replace it with the long-
term care insurance policy delivered herewith issued by [company name] Insurance Company. Your
new poliey provides thirty (30) days within which you may decide. without cost, whether you desire
to keep the poliey. For your own information and proteciion, you should be aware of and seriously
consider certain factors which may affect the insurance protection available to you under the new

policy.

You should review this new coverage carefully, comparing it with all accident and sickness or long-
tarm care insurance coverage you now have, and terminate your present policy only if, after due
consideration, you fird that purchase of this long-term care coverage is a wise decision.

L

-

Health conditions which you may presently have (preexisting conditions), may not be
immediately or fully covered under the new policy. This could result in denial or delay in
payment of berefits under the new policy, whereas a similar ¢claim might have been payable
under your present policy.

State law provides that your replacement policy or certificate may not contain new
preexisting conditions or probationary periocds. Your insurer will waive any time periods
applicable to preexisting conditiens or probationary periods in the new policy (or coverage)

‘for similar benefits to the extent such time was spent {depleted) under the original policy.

If you are replacing existing long-term care insurance coverage, you may wish to secure the
advice of your present insurer or ils agent regarding the proposed replacement of your
present policy. This is not only your right, but it is also in your best interesi to make sure
you understand all the relevant factors invelved in replacing your present coverage.

[To be inciuded only if the application is attached to the policy.] If. after due consideration,
you still wigh to terminate vour present policy and replace it with new coverage. read the
copy of the application attached to your new policy and be sure that all questions are
answered fully and correctly. Omigsions or misstatements in the application could cause an
otherwige valid ¢laim to be denied. Carefully check the application and write {0 [company
name and address] within thirty {30) days if any information is not correct and complete or
if any past medical history has been left out of the application.

Section 15. Reporting Requirements

A, Every insurer shall maintain records for each agent of thal agent's amount of
replacement sales as a percent of the agent’s total annual sales and the amount of
lapses of long-term care insurance policies sold by the agent as a percent of the
agent’s total annual sales.

B. - Everv insurer shall report annually by June 30 the ten percent (10%) of its agents
with the greatest percentages of lapses and replacements ag measured by Subsection
A sbove. (Appendix G)
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Reparted replacement and lapse rates do not alone constitute a violation of insurance
laws or necessarily imply wrongdoing. The reports are for the purpose of reviewing
more closely agent activities regarding the sale ol long-term care insurance.

Every insurer shall report annually by June 30 the number of lapsed policies as a
percent of its total annual sales and as a percent of its total number of pelicies in
force as of the end of the preceding calendar vear. (Appendix G)

Every insurer shall report annually by June 30 the number of replacement policies
s0ld as a percent of its total annual sales and as a percent of its total number of
policies in force as of the preceding calendar year. (Appendix G)

Every insurer shall report annually by June 30, for qualified long-term care
insurance contracts, the number of claims denied for each class of buasiness,
expressed as a percentage of claims deniled. (Appendix E)

For purposes of this section:

(1) “Policy” means only long-term care insurance;

(2 Subject to Paragraph (3), “claim” means a request for payment of benefits
under an in force policy regardless of whether the benefit claimed 15 covered
under the policy or any terms or conditions of the policy have been met;

{8)  “Dlenied” means the insurer refuses to pay a claim [or any reason other than
for claims not paid for {ailure to meet the waiting period or because of an
applicable preexisting condition; and

{4 “Report” means on a statewide basis,

Reports required under this section shall be filed with the commissioner.

Annual rate certification requirements.

(1)  This subsection applies to any long-term care policy issued in this state on or
after |insert date that is six (8) months after adoption of the amended
regulation].

(2) The following annual submission requirements apply subsequent to initial

rate filings for individual long-term care insurance policies made under this

section.

{a) An actuarial certification prepared, dated and signed by a member of
the American Academy of Actuaries who provides the information
shall be included and shall provide at teast the following information:

(1) A atatement of the sufficiency of the current premium rate
schedule including:

9] For the rate schedules currently marketed,
a. The premium rate schedule continues to be

suflicient to cover anticipated costs under
moderately adverse experience and that the

& 2014 Nationel Association of Insurance Commussioners

OIC EXHIBIT 5 - Page 26 of 156




Model Regulation Service—di™ Quarter 2014

premium rate schedule is reasonably expected
to be sustainable over the life of the form with
no future premium increases anticipated; or

If the above statement cannot be made, a
statement thav margins for moderately
adverse experience may no longer be
sufficient. In this situaticn, the insurer shall
provide to the commissioner, within sixty (6Q)
days of the date the actuarial certification is
submitted to the commissioner, a plan of
action, including a time frame, for the re-
establishment of adequate marginsg for
moderately adverse experience 8o that the
ultimate premium rate schedule would be
reasonably expected to be sustainable over the
future life of the form with no future premium
increases anticipated. Failure to submit a
plan of action to the commissioner within
gixty {60) days or to comply with the time
frame stated in the plan of action constitutes
grounds for the commissioner to withdraw or
modify its approval of the form for future
sales pursuant to [Reference State form
approval  authorily and  administrative
procedures rules).

Drafting Note: In accordnnce with the 2014 amendments to Seetion 10, in situations where the premium rotes have been
approved with less than the normal minimum margin for moderately adverse experience, any adverse experience should be
reviewed to determine if the lower morging can be continued {or new business,

b)

(i)

{an For the rate schedules that are no longer marketed,

a.

That the premium rate schedule continues to
be sufficient to cover anticipated costs under
best estimate assumptions; or

That the premium rate schedule may no
longer be sufficient. In this situation, the
insurer shall provide to the commissioner,
within sixty (60) days of the date the actuarial
certification is submitted to the commissioner,
a plan of action, including a time frame, for
the re-establishment of adequate margins for
moderately adverse experience,

A description of the review performed that led to the

statement.

An actuarial memorandum dated and signed by a member of the
American Academy of Actuaries who prepares the information shall
be prepared to support the actuarial certification and provide at least
the following information:
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(i) A detailed explanation of the data sources and review
performed by the actuary prior to making the statement in
Paragraph (1)(a).

{ii) A complete description of experience assumptions and their

relationship to the initial pricing assumptions.

Drofting Note: ASOP No. 18, the NAIC Guidonce Manual for the Rating Aspects of the Long-Term Care Insurance Model
Regulation nnd the Academy of Actuaries Practice Note “Long-Term Core Insurance, Compliance with the NAIC Long-Term
Care Insurance Model Regulation Relating to Rate Stability” all provide detnils concerning the key pricing assumptions,
underlying actuarin! judgments and the manner in which experience should be monitored.

(iii) A description of the credibility of the experience data.

{iv) An explanation of the analysis and testing performed in
determining the current presence of margins.

{c) The actuarial certification required pursuant to Paragraph (2)a)
must be based on calendar year data and submitted annually no later
than May st of each year starting in the second year following the
year in which the initial rate schedules are first used. The actuarial
memorandum required pursuant to Paragraph (2Xb) must be
submitted atleast once every three (3) years with the certification.

Drafting Note: The commissioner may wish 10 have the actuarinl demonatration reviewed by an independont actunry in
those inatonces where the demonstration does not certify to the maintenunce of margins,

Section 16. Licensing

A producer is not authorized to sell, solicit or negotiate with respect to long-term care insurance
except as authorized by {insert reference to state law equivalent to the NAIC Producer Licensing
Model Act].

Section 17. Discretionary Powers of Commissioner

The commissioner may upon written request and after an administrative hearing, issue an order to
modify or suspend a gpecific provision or provisions of this regulation with respect to a specific long-
term care insurance policy or certificate upon a written finding that:

A, The modification or suspension would be in the best interest of the inaureds;

B. The purposes to be achieved could not be effectively or efficiently achieved without
the medification or suspension; and

C. (D The modification or suspension is necessary to the development of an
innovative and reasonable approach for insuring long-term care; or

(2) The policy or certificaie is to be issued to residents of a life care or continuing
care retirement community or some other residential community for the
elderly and the modification or suspension is reasonably related to the
gpecial needs or natute of such a community: or

{3 The modification or suspension is necessary to permit long-term care
insurance to be sold as part of, or in conjunction with, another insurance
product.
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Drafting Not-e: This provizion is intended to provide the commissioner with limited discretion and flexibility to accommodate
specific and innovative long-term care insurance products which are showa to be in the public’s best inlereat. This provision is
intended to be used sparingly for this purpose.

Saection 18. Reserve Standards
A When long-term care benefits are provided through the acceleration of benefits under

group or individual life policies or riders to such policies, policy reserves for the
benefits shall be determined in accordance with [cite the standard valuation law for
life tnsurance, which contains a section referring to "special benefits” for which
tables must be approved by the commigsioner], Claim reserves shall also be
established in the case when the policy or rider is in elaim status.
Reserves for policies and riders subject to this subsection should be based on the
multiple decrement model! utilizing all relevant decrements except for voluntary
termination rates. Single decremens approximations are acceptable if the caleulation
produces essentially similar reserves, if the resarve is clearly more conservative, or if
the reserve is immatearigl. The caleulations may take into account the reduction in
life insurance benefits due to the payment of long-term care benefits; However, in no
event shall the reserves for the long-term care benefit and the life insurance banefit
be less than the reserves for the life insurance benefit assuming no long-term care
benefit,
In the development and calculation of reserves for policies and riders subject to this
subsection, due regard shall be given to the applicable policy provisions, marketing
methods. administrative procedures and all other considerations which have an
impact on projected claim costs, including, but not limited to, the following:
{1 Definition of insured events;
(% Covered long-term care facilities;
{3) Existence of home convalescence care coverage;
4 Definitton of facilities:
&) Existence or absence of barriers to eligibility;
(6) Premium waiver provision;
¥ Renewnbility;
(8 Ability to raise premiums;
{9) Marketing method;
{(10)  Underwriting procedures;
(11)  Claims adjustment procedures;
(12)  Waiting peried;
{13) Maximum benefi;
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(14)  Availability of eligible facilities;
(i15)  Margins in claim costs;
{16y  Optional nature of benefit;
(17  Delay in eligibility for benefit;
(18) Inflation protection provisions; and
(19)  Guaranteed insurability option,

Any applicable valuation morbidity table shall be certified as appropriate as a
statutory valuation table by a member of the American Academy of Actuaries.

B, When long-term care benefits are provided other than as in Subsection A above,
reserves shall be determined in accordance with [insert reference to state law
equivalent to the Health Insurance Reserves Mode! Regulation].

Draofting Note: HIPAA apples the reserve method to quahfied long-term care contvocts that is apphed te oll insurance
contracts except life insurance contracts, nnnuity contracts, or noncancellable nccident and health contracta.

Section 19. Loss Ratio

A, This section shall apply to all long-term care insurance policies or certificates except
those covered under Sections 10, 20 and 20.1.

B. Benefits under long-term care insurance policies shall be deemed reasonable in
relation to premiums provided the expected logs ratio is at least sixty percent {60%),
caleulated in a manner which provides for adequate reserving of the long-term care
insurance risk. In evaluating the expected loss ratio, due consideratton shali be given
to all relevant factors, including:. -

{1 Statistical credibility of incurred claims experience and earned premiums;
{2) The period for which rates are computed to provide coverage;

(3} Experienced and projected trends:

(4} Concentration of experience within early policy duration;

(%) Expected claim fluctuation;

(6) Experience refunds, adjustments or dividends;
(N Renewability features;

(8) All appropriate expense factors;

(9 Interest,

(10) Experimental nature af the coverage;
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(11)  Policy reserves;
(12) - Mix of business by risk classification; and
(13). Product, features such as long elimination pertods, high deductibles and high
maximum limits.
C. Subsection B shall not apply to life insurance policies that accelerate benefits for

long-term care. A life insurance policy that funds long-term care benefits entirely by
accelerating the death benefit ia considered to provide reasonable benefits in relation
to premiums paid, if the policy complies with all of the following provisions:

(1) The interest credited internally to determine cash value accumulations,
including long-term care, il any, are guaranteed not to be less than the
minimum guaranteed interest rate for cash value accumulations without
long-term care set forth in the policy;

(2) The portion of the policy that provides life insurance benefits mests the
nonforfeiture requirements of [cite to state's standard nonforfeiture law
similar to the NAIC's Standard Nonforfeiture Law for Life Inaurance);

1)) The policy meets the disclosure requirements of Sections 61, 64, and 6K of the
NAIC Long-Term Care Insurance Model Act;

{4) Any policy illustration that meets the applicable requirements of the NAIC
Life Insurance Illustrationa Model Regulation; and

(5} An actuarial memorandumn is filed with the insurance department that
includes:

{a) A degcription of the basis on which the long-term care rates were
determined;

1) A description of the basis for the reserves;

(¢) ' A summary of the type of policy, benefits, renewability, general
marketing method, and limits on ages of issuance;

{d} A deseription and a table of each actuarial assumption used. For
expenses, an insurer must include percent of premium dollars per
pelicy and dollars per unit of benefits, if any;

{e) A description and a table of the anticipated policy reserves and
additional reserves to be held in each future yvear for active lives;

{f The estimated average annual premium per policy and the average
issue age,

{m) A statement as to whether underwriting is performed at the time of
application. The statement shall indicate whether underwriting is
used and, if used, the statement ghall include a description of the
type or tvpes of underwriting used, such as medical underwriting or
functional assessmen! underwriting. Concerning a group policy, the

€ 2014 National Association of lnsurance Commissioners ) 841-31

OIC EXHIBIT 5 - Page 31 of 156




l.ong-Term Caore Insurance Model Rogulation

statement shall indicate whether the enroilee or any dependent will
be underwritten and when underwriting occurs; and

(h) A description of the effect of the long-term care policy provision on
the required premiums, nonforfeiture values and reserves on the
underlying life insurance paolicy. both for active lives and these in
long-term care claim status.

Drafting Naoto: The loss rtio reporting form for long-term care pelicies that was adopted in 1990 provides for reporting of
loae rotios on group ns well s individual policiea, The amendment to Section 18 above which removes the word “individual”;
(1) reflects the foct that loss ratios should be raported on all policies, and (2) establishes a GO% loss ratio for both group and
indjvidual policies. States may wish to npply n higher standavd than 60% to group policies.

Section 20. Premium Rate Schedule Increases

Drafting Note: Section 20 applica to policies isqued for effective dates prior to the date that iz six (6) moentha after adoption of
the amended regulation incorporating Section 20,1 (ne adopted by the NAIC in 2014). Policies 1ssued on or after that date
should adhere to the requirements of Section 20.1 instend of Scetion 20. Svction 20 and Scetion 20.1 are identical with the
exceptions of Subsections A, C and G.

A This section shall apply as follows:

0)] Except as provided in Paragraph (2), this section applies to any long-term
care policy or certificate issued in this state on or after [insert date that is
6 months after adoption of the amended regulation] and prior to [insert date
that is six {6) months after adoption of the amended regulation incorporating
Section 20.1]. '

4] For certificates issued on or after the effective date of this amended
regulation under a group long-term care insurance policy as defined in
Section [insert reference to Section 4E{1) of the NAIC Leong-Term Care
Insurance Model Act], which policy was in force at the time this amended
regulation became effective, the provisions of this section shall apply on the
policy anniversary following [insert date that is 12 months after adoption of
the amended regulation].

B. An insurer shall provide notice of a pending premium rate schedule increase,
including an exceptional increase, to the commissioner at least [30] days prior to the
notice to the policyholders and shall in¢lude:

Drafting Note: In stites where the commisgioner ia required Lo approve premium rate schedule increases, “shall provide
notice” may be changed e “shall request approval” Siatea should consider whether o time pertod other than 30 days is

desirable. An allernate time period would be the time period required for policy form npproval in the applicoble state
regulation or kaw,

(1} Information required by Section 9;
(2) Certification by a qualified actuary that:
{a) [f the requested premium rate schedule increase is implemented and
the underlying assumptions, which reflect moderately adverse
conditions, are realized, no further premium rate schedule increases

are anticipated;

)] The premium rate filing is in compliance with the provisions of this
section;
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The insurer may request a premium rate schedule increase less than
what is required under this section and the commissioner may
approve such premium rate schedule increase, without submission of
the certification in Subparagraph (a) of this paragraph, if the
actuaria)l memorandum discloses the premium rate schedule increase
necessary to make the certification required under Subparagraph (a)
of this paragraph, the premium rate achedule increase filing satisfies
all other requirements of this section, and is, in the opinion of the
commissioner, in the best interest of policyholders.

Drafting Note; 1n any comparison of premiums under Section 10.B(2Xe) or Section 20.B(4). such lower preminm or any
suhgequent higher premium based on a series of incroases should not be used.

(N An actuarial memorandum justifying the rate schedule change request that
includes: :

(a)

(b)

(@

(D

Lifetime projections of earned premiums and incurred claims based
on the filed premium rate schedule increase; and the method and
assumptions used in determining the projected values, including
reftection of any nssumptions that deviate from those used for pricing
other forms currently available for sale;

)] Annual values for the five (3) years preceding and the three
(3) years following the valuation date shall be provided
separately;

(ii) The projections shall include the development of the lifetime

loss ratio, unless the rate increase is an exceptional increase;

(i) The projections shall demonstrate campliance with
Subsection C; and

(iv) For exceptional increases,

4] The projected experience should be limited to the
increases in claims expenses attributable to the
approved reasons for the exceptional increase; and

{II) In the event the commissioner determines as provided
in Section 4A(4) that offsets may exist, the insurer
shall use appropriate net projected experience;

Disclosure of how reserves have been incorporated in this rate
increase whenever the rate increase will trigger contingent benefit
upon lapse;

Disclosure of the analysis performed to determine why a rate
adjustment is necessary, which pricing assumptions were not realized
and why, and what other actions taken by the company have been
relied on by the actuary;

A statement that policy design, underwriting and claims adjudication
practices have been taken into consideration;
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{e) In the event that it 15 necessary to maintain consistent premium
rates for new certificates and certificates receiving a rate increase,
the insurer will need to file composite rates reflecting projections of
new certificates; and

()] A demonstration that actuwal and projecied costs exceed costs
anticipated at the time of initial pricing uader moderately adverse
experience and that the composite margin specified in Section
LOB(2)(d) is projected to be exhausted.

(4) A statement that renewal premium rate schedules are not greater than new
business premium rate schedules except for differences attributable to
benefits, unless sufficient justification is provided to the commissioner; and

(5) Sufficient mformatlon for review [and approval} of the premium rate
schedule increase by the commissioner.

C. Ail premium rate schedule increases shall be determined in accordance with the

following requirements:

(H

(2

{3)

641-34

Exceptional increases shall provide that seventy percent (70%) of the present
value of projected additional premiums from the exceptional increase will be
returned to policyholders in benefits;

Premium ratle schedule increases shall be calculated such that the sum of the
accumulated value of incurred claims, without the inclusion of active life
reserves, and the present value of future projected incurred claims, without
the inclusion of active life reserves, will not be less than the sum of the
following:

{a) The accumulated value of the initial earned premium times fifty.
eight percent (58%):

(b} Eighty-five percent {(85%) of the accumulated value of prior premiumn
rate schedule increases on an earned basis;

(c) The present value of [uture projected initial earned preminms times
[ifty-eight percent (58%); and

{d) Eighty-five percent (85%) of the present value of future projected
premiums not in Subparagraph (¢} on an earned basis;

In the event that a policy form has both exceptional and othar increases. the
values in Paragraph (2)(b) and (d) will also include seventy percent (70%) for
exceptional rate increase amounts; and

All present and accumulated values used to determine rate increases shall
use the maximum valuation interest rate for contract reserves as specified in
the [insert reference to state equivalent to the Health Insurance Reserves
Model Regulation Appendix A, Section IIA]. The actuary ghall disclose as
part of the actuarial memorandum the use of any appropriate averages.
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D. For each rate increase that is implemented, the insurer shall file for review
[approval] by the commissioner updated projections, as defined in Subsection B{3){a),
annually for the next three (3} vears and include a comparison of actual results to
projected values. The commissioner may extend the period to greater than three (3)
vears if actual results are not consistent with projected values from prior projections.
For group insurance policies that meet the conditions in Subsection K, the
projections required by this subsection shall be provided to the policyholder in lieu of
filing with the commissioner.

E. If any premium rate in the revised premium rate schedule is greater than 200
percent of the comparable rate in the initial premjum schedule, lifetime projections,
as defined in Subsection B(3)(a), shall be filed for review [approval] by the
commissioner every five (3) vears following the end of the required period in
Subsection D. Fer group insurance policies that meet the conditions in Subsection K,
the projections required by this subsection shall be provided to the policyholder in
lieu of filing with the commissioner.

F. (1) If the commissioner has determined that the actual experience following a
rate increase does not adequately match the projected experience and that
the current projections under moderately adverse conditions demonstrate
that incurred claims will not exceed proportions of premiums specified in
Subsection C, the commissioner may require the insurer to implement any of
the following:

(a) Premium rate schedule adjustments: or

(b) Other measures to reduce the difference between the projected and
actual experience,

Drafting Note: The terms "adequately match the projected experience” include more than a comparison between actual and
projected incurred clnima, Qiber assumptions should-also be taken into consideration, including lapse rates (including
mortality), interest rates, marging for moderntely adverse conditions, or any other nssumpuom uled in the pricing of the -
product. [t is to be expecied that che netual experience will not exnctly match the insurers projectipns, During the peried that
projections are monitored as described in Subsections D and E, the commissioner should determine that there is not an
adequate match if the differences in earned premiums and incurred claims are not in the same direction (both netund values
higher or lower than pro;ecuon«) or the difference as a perceatage of the projectad is not of the zame order,

(2) In determining whether the actual experience adequately matches the
. projected experience, consideration should be given to Subsection B(3)(e), if
applicable.
G. If the majority of the pelicies or certificates to which the increase is applicable are

eligible for the contingent benefit upon lapse, the insurer shall file:

(1) A plan, subject to commissioner approval, for improved administration or
claims processing designed to eliminate the potential for further
deterioration of the policy form requiring further premium rate schedule
increases, or both, or to demonstrate that appropriate administration and
claims processing have been implemented or are in effect; otherwize the
commissioner may impose the condition in Subsection H of this section; and

] The original anticipated lifetime loss ratio, and the premium rate schedule
increase that would have been calculated according to Subsection C had the
greater of the original anticipated lifetime loss ratio or fifty-eight percent
{58%) been used in the calculations described in Subsection C(2)(a) and (c).
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For a rate increase filing that meets the following criteria, the commissioner
shall review, for all pelicies included in the filing, the projected lapse rates
and past lapse rates during the twelve (12) months loliowing each increase to
determine if significant adverse lapsation has occurred or is anticipated:

{a) The rate incrense is not the first rate increase requested for the
specific policy form or formg;

() The rate increase is not ah exceptional increase; and

{c) The majority of the policies or certificatea to which the increase is
applicable are eligible for the contingent benefit upon lapse

In the event significant adverse lapsation has occurred, is anticipated in the
filing or is evidenced in the actual resuits as presented in the updated
projectiong provided by the insurer following the requested rate increase, the
commissioner may determine that a rate spiral exists. Following the
determination that a rate spiral exists, the commissioner may require the
insurer te offer, without underwriting, to all in force insureds subject to the
rate increase the option to replace existing coverage with one or more
reasonably comparable products being offered by the insurer or its affiliates.

(a) The offer shalk:
(i Be subject to the approval of the commissioner;

(i Be based on actuarially sound principles, but not be based on
attained age; and

{iii) Provide that maximum benefits under any new policy
accepted by an insured shall be reduced by comparable
benefits already paid under the existing policy. :

(h) The insurer shall maintain the experience of all the replacement
insureds separate from the experience of insureds originally issued
the policy forms. In the event of a request for a rate increase on the
policy form, the rate increase shall be limited to the lesser of.

(1) The maximum rate increase determined based on the
combined experience; and

(i1) The maximum rate increase determined based only on the
experience of the ingureds originally issued the form plus ten
percent (10%).

If the commissioner determines that the insurer has exhibited a persistent practice
of filing inadequate initial premium rates f[or long-term care insurance, the
commissioner may, in addition to the provisions of Subsection H of this section,
prohibit the insurer from either of the following:

Drafiing Note: Stutes may want to consider examining their stotutes to determine whether a persistent practice of filing
inadequate initinl premium rates would be conaidered a violation of the state’s unfnir trnde practice act and subject w the

penaltics under that act.
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(n Filing and marketing comparable coverage for a period of up to five (5) years;
or
{2) Offering all other similar coverages and Llimiting marketing of new
applications to the products subject to recent premium rate schedule
increases.
d. Subsections A through I shall not apply to policies for which the long-term care

benefits provided by the policy are incidental, as defined in Section 4C, if the policy
complies with all of the following provisions:

(D The interest credited internally to determine cash value aceumulations,
including long-term care, if any, are puaranteed not 10 be less than the
minimum guaranteed interest rate for cash value accumulations without
long-term care set forth in the policy;

(2) The portion of the policy that provides insurance benefits other than long-
term care coverage meets the nonforfeiture requirements as applicable in any
of the following:

(a) [Cite state's standard nonforfeiture law similar to the NAIC's
Standard Nonforfeiture Law for Life Insurance];

(b) [Cite state's standard nonforfeiture law similar to the NAIC's
Standard Nonforfeiture Law for Individual Deferred Annuities], and

() [Cite state's section of the variable annuity regulation similar to
Section 7 of the NAIC's Model Variable Annuity Regulation);

(3 The policy meets the disclosure requirements of [eite appropriate sections in
the state's long-term care insurance law similar to Section 61, 6J, and 6K of
the NAIC's Long-Term Care Insurance Model Act];

(4) The poriion of the policy that provides insurance benefits other than long-
term care coverage meets the requirements as applicable in the following:

{a) Policy iltustrations as required by [cite state's life insurance
illustrations regulation similar to the NAIC's Life Insuranece
INustrations Model Regulation];

)] Disclosure requirements in [ciie state's annuity diselosure regulation
similar to the NAICs Annuity Disclosure Model Regulation); and

{c) Disclosure requirements in [cite state's varigble annuity regulation
gimilar to the NAIC's Model Variable Annuity Regulation).

(3) An actuarial memorandum is filed with the insurance department that
includes:

(a) A description of the basis on which the long-ierm care rates were -
determined;

() A description of the basis for the reserves;
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(e)

©

(g)

(h)

7
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. A summary of the type of policy, benefits, renewability, general

marketing method, and limits on ages of issuance;

A description and a table of each actuarial assumption used. For
expenses, an insurer must include percent of premium dollars per
policy and dollars per unit of benefits, if any;

A description and a table of the anticipated policy reserves and
additional reserves to be held in each future year for active lives;

The estimated average annual premnum per policy and the average
iasue age;

A statement as to whether underwriting is performed at the time of
application, The statement shall indicate whether underwriting is
used and, if used, the statement shall include a description of the
type or types of underwriting used, such as medical underwriting or
functional assessment underwriting, Concerning a group policy. the
gtatement shall indicate whether the enrollee or any dependent will
be underwritten and when underwriting occurs; and

A description of the effect of the long-term care policy provision on
the required premiums, nonforfeiture values and reserves on the
underlying insurance policy, both for active lives and these in long.
term care claim status.

Subsectmns F and H shall not apply to group insurance policies as defined in Section

[insert reference to Section 4E(1) of the NAIC Long-Term Care Insurance Model Act]

where:

(0 The policies insure 250 or more persons and the policyholder has 5, 000 or
more eligible employees of a single employer; or :

(@) The policyholder, and not the certificateholders, pays a material portion of
the premium, which shall not be less than twenty percent (20%) of the total
premium for the group in the calendar year prior to the year a rate increase

is filed.

Section 20.1 Premium Rate Schedule Increases for Policies Subject to Loss Ratio Limits
Related to Original Filings.

Drofting Nete; Scction 20.1 applies to policies issued for effective dates on or after the date that is six (8) months after
adeption of the pmended regulation incorporating Seetion 20.1 (a8 adopted by the NAIC in 2014, Policies 1ssucd prior to the
dnte that 15 six (B} months afier adoption of the amended regulation should adhere 1o the reguirementa of Section 20 instead
of Section 20,1, Section 20 and Section 20.1 arv identical with the exception of Subscctions A, C and G.

A, This section shall apply as follows:

(1) Except as provided in Paragraph (2), this section applies to any long-term
' care policy or certificate issued in this state on or after [insert date that is six
(6) months after adoption of the amended regulation incorporating Section

20.1].
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(2) For certificates tssued on or after the effective date of this amended
regulation under a group long-term care insurance policy as defined in
Section [insert reforence to Section 4E(1) of the NAIC Long-Term Care
Insurance Model Act], which policy was in force at the time this amended
regulation became effective, the provisions of this section shall apply on the
policy anniversary following [insert date that is twelve (12) months after
adoption of the amended regulation).

B. An insurer shall provide notice of a pending premium rate schedule increase,
including an exceptional increase, to the ¢commissioner at least [30) days prior to the
notice to the policyholders and shall include:

Dralting Note: In states where the cozmissioner is required to approve premium rate achedule increases, “shall provide
notice” may be changed to “shall request approval.” States shoudd consider whether a time period other than 30 days is
desirable, An alternate lime period would be the time period required for poliey form approval in the applicable state

regulntion pr lnw,

(H Information required by Section 9;

(2) Certiftcation by a qualified actuary that:

{a)

(®)

_ ©

If the requested premium rate schedule increase is implemented and
the underlying assumptions, which reflect moderately adverse
conditions, are realized, no further premium rate schedule increases
are anticipated;

The premium rate filing is in compliance with the provisions of this
section, :

The insurer may request a premium rate schedule increase less than
what iz required under this section and the commissioner may
approve such premium rate schedule increase, without submission of
the certification in Subparagraph (a) of this paragraph, if the
actuarial memorandum discloses the premium rate schedule increase
necessary to make the certification required under Subparagraph (a)
of thiz paragraph, the premium rate schedule increase filing satisfies
all other requirements of this section, and is, in the opinion of the
commissioner, in the best interest of policyholders.

Drafting Note: [n any comparison of premiums under Section 10.Bi2){e) or Section 20.B(4), such lower premium or any
subsequent higher premium based on & series of increases should not be used.

(3) An actuarial memorandum justifying the rate schedule change request that
includes:

(a)

Lifetime projections of earned premiums and incurred claims based
on the filed premium rate schedule increase; and the method and
assumptions used in determining the projected values, including
reflection of any assumptions that deviate from those used for pricing
other forms eurrently available for sale;

{i) Annual values for the five (5} yvears preceding and the three
(3) vears following the wvaluation date shall be provided
geparately;
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(i1) The projections shall include the development of the lifetime
loss ratio, unless the rate increase is an exceptional increase;

(iii) The projections shall demonsirate compliance with
Subsection C; and

(av) For exceptional increases,

{ The projected experience should be limited to the
increases in claimg expenses attributable to the
approved reasons [or the exceptional increase; and

{an In the avent the commissioner determines as provided
in Section 4A(d) that offsets may exist, the insurer
shall use appropriate net projected experience;

{b) Disclosure of how reserves have heen incorporated in this rate
increase whenever the rate increase will trigger contingent benefit
upon lapse:

(c} Disclosure of the analysiz performed to determine why a rate

adjustment is necessary, which pricing assumptions were not realized
and why, and what other actions taken by the company have been
relied on by the actuary;

{d) A statement that policy design, underwriting and claims adjudication
practices have been taken into consideration;

(e In the event that it is necessary to maintain consistent premium
rates for new certificates and certificates receiving a rate increase,
the insurer will need to file composite rates reflecting projections of
new certificates; and

O A demonstration that actual and projected costs exceed costs
anticipated at the time of initial pricing under moderately adverse
experience and that the composite margin specified in Section
10B(2)(d) is projected to be exhausted.

(4) A gstatement that renewal premium rate schedules are not greater than new
business premium rate schedules except for differences attributable to
benefits, unless sufficient justification is provided to the commissioner; and

€] Sufficient information for review [and approval] of the premium rate
schedule increase by the commissioner.

All premium rate schedule increases shall be determined in accordance with the
following requirements:

(1 Exceptional increases shall pravide that seventy percent (70%) of the present
value of projected additional premiums from the exceptional increase will be
returned to policyholders in benefits;
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{2) Premium rate schedule increases shall be calculated sueh that the sum of the
lesser of (i) the accumulated value of actual incurred claims, without, the
inclusion of active life reserves, or (ii) the accumulated value of historic
expected claims, without the inclusion of active life reserves, plus the present
value of the future expected incurred claims, projected without the inclusion
of active life reserves, will not be less than the sum of the following:

(n) The accumulated value of the initial earned premium times the
greater of (i) {ifty-eight percent (58%) and (ii) the lifetime loss ratio
consistent with the original filing including margins for moderately
adverse experience;

{b) Eighty-five percent (85%) of the accumulated value of prior premium
rate schedule increases on an earned basis;

(c) The present value of future projected initial earned premiums times

' the greater of {i) fifty-eight percent (58%) and (ii) the lifetime loss

ratio consistent with the original fling including margins for
moderately adverse experience; and

(d} Eighty-five percent (85%) of the present value of future projected -
premiums not in Subparagraph (¢} of this paragraph on an earned
basis;

{3) Expected claims shall be caleulated based on the original filing assumptions
assumed until new assumptions are filed as part of a rate increase. New
assumptions shall be used for all periods beyond each requested effective
date of a rate increase. Expected claims are calculated for each calendar year
based on the in-force at the beginning of the calendar vear. Expected claims
shall include margins for moderately adverse experience: either amounis
included in the claims that were used to determine the lifetime loss ratio
consistent with the original filing or as modified in any rate increase filing:

(4) In the event that a policy form has both exceptional and other increases, the
values in Paragraph (2)(b) and (d} will also include seventy percent (70%) for
exceptional rate increase amounts; and

(5 All present and accumulated values used to determine rate increases,
including the lifetime loss ratio consistent with the original filing reflecting
margins for moderately adverse experience, shall use the maximum
valuation interest rate for contract reserves as specified in the {insert
reference to state equivalent to the Health Insurance Reserves Model
Regulation Appendix A, Section [{A]. The actuary shall disclose as part of
the actuaria! memorandum the use of any appropriate averages.

D. For cach rate increase that is implemented, the insurer shall fle for review
[approval] by the commissioner updated projectiony, as defined in Subsection B(3)(a),
annually for the next three (3) years and include a comparison of actual results to
projecied values. The commissioner may extend the period to greater than three {3)
years if actual results are not consistent with projected values from prior projections.
For group insurance policies that meet the conditions in Subsection K, the
projections required by this subsection shall be provided to the policyholder in lisu of
filing with the commisgsioner,
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"If any premium rate in the revised premium rate schedule is greater than 200

percent of the comparable rate in the initial premium schedule, lifetime projections,
as defined in Subsection B(3)(a), shall be filed for review [approval] by the
commissioner every five (5) years following the end of the required period in
Subsection D. For group insurance policies that mest the conditions in Subsection K.
the projections required by this subsection shall be provided to the policyholder in
lieu of filing with the commissioner.

{1 1f the commissioner has determined that the actual experience following a
rate increase does not adequately match the projected experience and that
the current projections under moderately adverse conditions demonstrate
that incurred claims will not exceed proportions of premiums specified in
Subsection C. the commissioner may require the insurer to implemeant any of
the following:

(&) Premium rate schedule adjustments; or

{b) Other measures to reduce the difference between the projected and
actual experience,

Drafting Note: The terms “adequately mateh the projected experience™ inelude more than 4 comparison between aclual and
projected incuried claima. Other nssumptions should also be taken into conswderation, including lopse rates (including
mottality), nterest rates, marging for moderately pdverse conditions, or any other nssumptions used 1 the pricing of the
product. It is to be expected that the actunl experience will not exactly match the insurer's projections, During the period that
projections are monitored as described in Subscetions I and E. the commissioner sheuld determine that there ia not an
adequate match if the difforences in carned premiums and incurred claims are not 1n the saame direction (both actual values
higher or lower thon projections) or tho difference na a percentage of the projected is not of the same order. '

641-42

G.

(2} In determining whether the actual experience adequately matches the
projected experience, consideration should be given to Subsection B(3){e}, if
applicable.

If the majority of the policies or certificates to which the increase is applicable are
eligible for the contingent benefit upon lapse, the insurer shall file a plan, subject to
commissioner approval, for improved administration or ¢laims processing designed to
eliminate the potential for further detericration of the policy form requiring further
premium rate schedule increases, or both, or to demonstrate that appropriate
adminigtration and claims processing have been implemented or are in effect;
otherwise the commissicher may impose the condition in Subsection H of this
section.

{1 For a rate increase filing that meets the following criteria, the comamigsioner
shall review, for all policies included in the filing, the projected lapse rates
and past lapse rates during the twelve (12) months following each increase to
determine if significant adverse lapsation has occurred or is anticipated:

(a) The rate increase is not the first rate increase requested for the
gpecific policy form or forms;

()] The rate increase is not an exceptional increase; and

(c) The majority of the policies or certificates to which the increase is
applicable are eligible for the contingent benefit upon lapge.
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{2) In the event significant adverse lapsation has oceurred, is anticipated in the
filing or is evidenced in the actual results as presented in the updated
projections provided by the insurer following the requested rate increase, the
commissioner may determine that a rate spiral exists. Following the
determination that a rate spiral exists, the commissioner may require the
insurer to offer, without underwriting, to ali in force insureds subject to the
rate increase the option te replace existing coverage with one or more
reasonably comparable products being offered by the insurer or its affiliates.

(a) The offer shall:
(i) Be subject to the approval of the commissioner;

(an Be based on actuarially sound principles, but not be based on
attained age; and

(iii) Provide that maximum benefits under any new policy
accepted by an insured shall be reduced by comparable
benefits already paid under the existing policy.

()} The insurer shall maintain the experience of all the replacement
insurads separate from the experience of insureds originally issued
the policy forms. In the event of a request for a rate increase on the
poliey form, the rate increase shall be limited to the lesser of:

1 The maximum rate increase determined based on the
combined experience; and

(i) The maximum rate increase determined based only on the
experience of the insureds originally issued the form plus ten
percent (10%). -

1. Ef the commissioner determines that the insurer has exhibited a persistent practice
of filing inadequate initial premium rates for long-term care insurance. the
commissioner may. in addition to the provisions of Subsection H of this section,
prehibit the insurer from either of the following:

Drafting Note: Stater may want w consider examining their statutes w determine whaether a perzistent practice of filing
inndequate initia] premium rates would be considered a violation of the atate’s unfair trade practice act and subject o the
pennlties under that act.

(1) Filing and marketing comparable coverage for a period of up 10 five (5) years;
or
{2) Offering all other similar coverages and limiting marketing of new
applications to the products subject to receni premium rate schedule
mncreases, :
dJ. Subsections A through I shall not apply to policies for which the long-lerm care

benefits provided by the policy are incidental, as defined in Section 4C, if the policy
“complies with all of the following provisions:
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The interest credited internally to determine cash value accumulations,
including long-term care, if any, are guaranteed not to be less than the
minimum guaranteed intersst rate for cash value accumulations without
long-term care set forth in the policy;

The portion of the policy that provides insurance benefits other than long-.
term care coverage meets the nonforfeiture requirements as applicable in any
of the following:

(a) [Cite state's standard nonlorfeiture law similar to the NAICS
Standard Nonforfeiture Law for Life Insurance};

®) [Cite state’'s standard nonforfeiture law similar to the NAIC's
Standard Nonforfeiture Law for Individual Deferved Annuities}, and

(c) (Cite state's section of the wvariable annuity regulation similar to
Section 7 of the NAIC's Model Variable Annuity Regulation);

The policy meets the disclosure requirementa of [cite appropriate sections in
the state’s long-term care insurance law similar to Section 6I, 6J, and 6K of
the NAIC's Long-Term Care Insurance Medel Act];

The portion of the policy that provides insurance benefits other than long-
term care coverage meets the requirements as applicable in the following:

{a) Policy illustrations as required by [cite state’s life insurance
" illustrations regulation similar to the WNAIC's Life lnsurance
[1lustrations Model Regulation);

(b} Disclosure requirements in. [cite state’s annuity disclogure regulation
similar to the NAIC's Annuity Disclosure Model Regulation]; and

(®) Digclosure requirements in [cite state’s variable annuity regulation
“similar to the NAIC's Model Variable Annuity Regulation]:

An actuarial memorandum is filed with the insurance department that
includes:

(a) A desacription of the basis on which the long-term care rates were
determined;
L) A description of the basis for the reserves;

)] A summary of the type of policy, benefite, renewability, general
marketing method, and limits on ages of issuance;

) A description and a table of each actuarial assumption used. For
expenses, an insurer mugt include percent of premium dotlars per
policy and dollars per unit of benefits, if any;

{(e) A description and z table of the anticipated policy reserves and
additional reserves to be held in each future year for active lives;

© 2014 National Association of Insurance Commissionery

OIC EXHIBIT 5 - Page 44 of 156




Aodel Regutntion Sorvice—it Quartor 2014

{H The estimated average annual premium per policy and ithe average
issue age;
(g) A statement as to whether underwriting is performed at the time of

application. The statement shall indicate whether underwriting is
used and, if used, the statement shall include a description of the
type or types of underwriting used, such as medical underwriting or
functional assessment underwriting. Concerning a group policy, the
statement shall indicate whether the enrollee or any dependent will
be underwritten and when underwriting occurs; and '

{h) A description of the effect of the long-term care policy provision on
the required premiums, nonforfeiture values and reserves on the
underlying insurance policy, both for active lives and those in long-
term care claim status.

K. Subsections F and H shall not apply to group insurance policies as defined in Section
[insert reference to Section 4E(1} of the NAIC Long-Term Care Insurance Model Act]
where:

(1) The policies insure 250 or more persons and the policyholder has 5,000 or
more eligible employees of a single employer; or

{2 The policvholder, and not the certificateholders, pays a material portion of -
the premium, which shall not be less than twenty percent {20%) of the total
premium for the group in the calendar year prior to the year a rate increase
is filed.

.

Section 21.  Filing Requirement

Prior 10 an insurer or zimilar organization offering group long-term care insurance to a resident of
this state pursuant to [cite siate law equivalent to Section § of the Long-Term Care Insurance Model
Act}, it shall file with the commissioner evidence that the group policy or certificate thereunder has
been approved by a state having statutory or regulatory long-term care insurance requirements
substantially similar to those adopted in this state.

Section 22.  Filing Requirements for Advertising

A. Every insurer, health care service plan or other emtity providing long-term care
insurance or benefits in this state shall provide a copy of any long-term care
insurance advertisement intended for use in this state whether through written,
eadio or televizion medium to the Commissioner of Insurance of this state for review
or approval by the commissioner to the extent it may be required under state law, In
addition, all advertisements shall be retained by the insurer, health care service plan
or other entity for at Ieast three (3) years from the date the advertisement was first
used.

B. The commissioner may exempt from these requirements any advertising form or
material when, in the commissioner's opinion, this requirement may not be
reasonably applied.
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Standards for Marketing

Every insurer, health care service plan or other entity markeiing long-term care
insurance coverage in this state, directty or through its producers, shall:

(L

(2)

(3)

(4)

{5)

{6)

Establish marketing procedures and agent training requirements to assure
that: '

{a) Any marketing activities, including any comparison of policies, by its
agents or other producers will be fair and accurate; and

{b) Excessive insurance is not sold or issued.

Display prominently by type, stamp or other appropriate means, on the first
page of the outline of coverage and policy the following:

“Notice to buyer: This policy may not cover all of the costs associated with
long-term care incurred by the buyer during the period of coverage. The
buyer is advised to review carefully all policy limitations."

Provide copies of the disclosure forms required in Section 9C {(Appendices B
and F) to the applicant.

Inquire and otherwise make every reasonable effort to identify whether a
prospective applicant or enrollee for long-term care insurance already has
accident and sickness or long-term care insurance and the types and amounts
of any such ingurance, except that in the case of qualified long-term care
insurance contracts, an inquiry into whether a prospective applicant or
enrollee for long-term care ingurance has accident and sickness insurance is
not required.

Every insurer or entity marketing long-term care insurance shall establish
auditable precedures for verifying compliance with this Subsection A.

If the state in which the policy or certificate is to be delivered or issued for
delivery has a senior insurance coungeling program approved by the
commissioner, the insurer shall, at solicitation, provide written notice to the
prospective policyholder and certificateholder that the program is available
and the name, address and telephone number of the program.

For long-term care health insurance policies and certificates, use the terms

“noncancellable” or “level premium” only when the policy or certificate
conforms to Section 6 A(3) of this regulation.

Provide an explanation of contingent benefit upon lapse provided for in
Section 28I(3) and, if applicable, the additional contingent benefit upon
lapse provided to policies with fixed or limited premium paying periods in
Section 28D{(4).

In addition to the praciices prohibited in [insert citation to state unfair trade
practices act], the following acts and practices are prohibited:
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Twisting. Knowingly making any misleading representation or incomplete or
fraudulent comparison of any insurance policies or insurers for the purpose of
inducing, or tending to induce, any person to lapse, forfeit, surrender.
terminate, retain, pledge, assign, borrow on or convert any insurance policy
or to take out a policy of insurance with another insurer.

High pressure tactics. Employing any method of marketing having the effect
of or tending to induce the purchase of insurance through force, fright,
threat, whether explicit or implied, or undue pressure to purchase or
recommend the purchase of insurance.

Cold lead advertising. Making use directly or indirectly of any method of
marketing which fails to disclose in a conspicuous manner that a purpose of
the method of marketing is solicitation of insurance and that contact will be
made by an insurance agent or insurance company.

I'-'lisrepresématiun. Misrepresenting a material fact in selling or offering to
sell a long-term care insurance policy.

With respect to the obligations set forth in this subsection, the primary
responsibility of an association, as defined in [insert citation to Section 4E(2)
of the NAIC Long-Term Care Insurance Mode! Act]. when endorsing or
selling long-term care insurance shall be to educale its members concerning
long-term care issues in general so that its members can make informed
decisions. Associations shall provide objective information regarding long-
term care insurance policies or certificates endorsed or sold by such
associations to ensure that members of such associations receive a balanced
and complete explanation of the features in the policies or certificates that
are being endorsed or sold.

The insurer ghall file with the insurance department the following material:

{a) The policy and certificate,

{b) A corresponding outline of coverage, and

(¢} All advertisements requested by the insurance department.

The association shall disclose in any long-term care insurance solicitation:

(a) The specific nature and amount of the compensation arrangements
{including all fees, commisgions, administrative feas and other forms
of financial support) that the association receives from endorsement

or sale of the policy or certificate to its members; and

{b) A brief description of the process under which the policies and the
insurer issuing the policies were selected.

If the association and the insurer have interlocking directorates or trustee
arrangements, the asscciation shall disclose that fact to its members.
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The board of directors of associations selling or endorsing long-term care
insurance policies or certificates shall review and approve the insurance
policies as well as the compensation arrangements made with the insurer.

The association shall also:

(a) At the time of the association's decision to endorse, engage the
services of a person with expertize in long-term care insurance not
affiliated with the insurer to conduct an examination of the palicies,
including its henefits, features, and rates and wupdate the
examination thereafter in the event of material change;

{b) Actively manitor the marketing efforts of the insurer and its agents;
and
{c) Review and approve all marketing materials or other insurance

communications used to promote sales or sent to members regarding
the policies ar certificates.

{d} Subparagraphs (a) through (c) shall not apply to qualified long-term
. care insurance conlracts.

Drafting Note: The materinls specified for filing in this section ahall be filed 10 accordanes with a atate’s Aling due dates and

procedures.

(8

&)

No group long-term care insurance policy or certificate may be issued to an
asscciation unless the insurer files with the state insurance department the
information required in this subsection.

The insurer shall not issue a long-term care policy or certificate to an
association or continue to market such a policy or certificate unless the
insurer certifies annually that the association has complied with the
requirements set forth in this subsection.

Failure to comply with the filing and certification requirements of this
saction constitutes an unfair trade practice in violation of [ingert citation to
corresponding sectian of state unfair trade practices act].

Drafting Note: Remember that the Unfuir Tende Proctice Act in your state applics to long-term care insurance policies and

certificates.

Section 24.

A.

641-48

Suitability

This section shall.not apply to life insurance policies that accelerate benefits for long-
term care.

Every insurer, health care service plan or other entity marketing long-term care
ingurance (the “issu_er’) shall:

(1)

)]

Develop and use suitabilily standards to determine whether the purchase or
replacement of long-term care insurance is appropriate for the needs of the
applicant;

Train its agents in the use of itg suitability standards; and
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(3 Maintain a copy of its suitability standards and make them available for
inspection upon raquest by the commissioner.

C. {1 To determine whether the applicant meets the standards developed by the
issuer, the agent and issuer ghall develop proceduras that take the following
into consideration:

{a) The ability to pay for the proposed coverage and other pertinent
financial information related to the purchase of the coverage;

) The applicant's goals or needs with respect to long-term care and the
advantages and disadvantages of msurance to meet these goals or
needs; and

{c) The values, benefits and costs of the applicant’s existing insurance, if
any, when compared to the values, benefits and costs of the
recommended purchase or replacement.

{2) The issuer, and where an ageat is involved. the agent shall make reasonable
efforts to obtain the information set out in Paragraph (i) above. The efforts
shall include presentation to the applicant, at or prior to application, the
“Long-Term Care Insurance Personal Worksheet.” The personal worksheet
used by the issuer shall contain, at a2 minimum, the information in the format
contained in Appendix B, in not less than twelve (12) point tvpe, The issuer
may request the applicant to provide additional information to comply with
its suitability standards. A copy of the issuer’'s personal worksheet shall be
fited with the commissioner.

(3) A completed personal worksheet shall be returned 1o the issuer prior to the
1ssuer's consideration of the applicant fer coverage, except the personal
worksheet need not be returned for sales of employer group long-term care
insurance to employees and their spouses.

(4) The sale or dizsemination outside the company or agency by the issuer or
agent of information obtained through the personal worksheet in Appendix B
is prohibited.

D. The issuer shall use the suitability standards it has developed pursuant to this
section in determining whether issuing long-term care insurance coverage to an
applicant is appropriate,

E. Agents shall use the suitability standards developed by the issuer in marketing long-
term care insurance.

F. At the same time as the personal worksheet is provided to the applicant, the
disclpsure form entitled “Things You Should Know Before You Buy Long-Term Care
Insurance” shall be provided. The form shall be in the format contained in Appendix
C, in not less than twelve (12) point type,

G. If the issuer determines that the applicant does not meet its financial suitability
standards, or if the applicant has declined to pravide the information, the issuer may
reject the application. In the alternative, the issuer shall send the applicant a letter
similar to Appendix D. However, if the applicant has declined to provide finaneial
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information, the issuer may use some other method to verify the applicant's intent.
Either the applicant’s returned leiter or a record of the alternative method of
verification shall be made part of the applicant’s file.

The issuer shall report annually to the commissioner the total number of
applications received from residents of this state, the number of those who declined
to provide information on the personal worksheet, the number of applicants whe did
not meet the suitability standards, and the number of those who chose to confirm
after receiving a suitability letter.

Prohibition Against Preexisting Conditions and Probationary Periods in
Replacement Paolicies or Certificates

if a long-term care insurance policy or certificate replaces ancther long-term eare palicy or
certificate, the replacing insurer shall waive any time periods applicable Lo preexisting conditions
and probationary periods in the new long-terin care policy for similar benefita to the extent that
similar exclusions have been satis(ted under the original policy.

Section 26.

A,

Availability of New Services or Providers

An insurer shall notify policyholders of the availability of a new long-term policy
series that provides coverage for new long-term care services or providers material in
nature and not previously available through the insurer to the general public. The
notice shall be provided within twelve (12} months of the date of the new policy
series is made available for sale in this state.

Drafting Note: New long-term ¢are services or providers thas are material in nature shall not include changes to policy
structure; or benefits or provisions that are minor in nature. Examples of when notification need not be provided melude:
chonges 1n chimination pericds, benefit periods and benefit nmounta.

B.

G41-50

Noswithstanding Subsection A ahove, notification is not required for any policy
issued prior to the effective date of this. section or to any policyholder or
certificateholder who ig currently eligible for benefits. within an elimination period
or on a claim, or who previously had been in claim status, or who would notl be
eligible to apply for coverage due to issue age limitations under the new policy. The
ingurer may require that policyholders meet all eligibility requirements, including
underwriting and payment of the required premium to add such new services or
providers,

The insurer shall make the new coverage available in one of the following ways:

(1) By adding a rider to the existing policy and charging a separate premium for
the new rider based on the insured’s attained age;

(2) By exchanging the existing policy or certificate for one with an issue age
based on the present age of the ingured and recognizing past insured status
by granting premium credits toward the premiums for the new policy or
certificate. The premium credits shall be based on premiums paid or reserves
held for the prior policy or certificate;

(3) By exchanging the existing policy or certificate for a new policy or certificate
in which consideration for past insured status shall be recognized by setting
the premium for the new policy or certificate at the issue age of the policy or
certificate being exchanged. The cost for the new policy or certificate may
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recognize the difference in reserves between the new policy or certificate and
the original policy or certificate; or

1) By an alternative program developed by the insurer that meets the intent of
this section if the program is filed with and approved by the commissioner,

Drafting Note: An example of an acceptuble alternative program is underwriting concessions.

D..

Section 27,

An insurer is not required to notify policyholders of a new proprietary policy series
created and filed for use in a limited distribution channel. For purposes of this
Subsection, “limited disiribution channel” means through a discrete entity, such as a
financial inatitution or brokerage, for which specialized products are available that
are not available for sale to the general public. Policyholders that purchased such a
new proptietary policy shall be notified when a new long-term care policy series that
provides coverage for new long-term care services or providers material in nature is
made available to that limited distribution channel.

Policies issued pursuant to this section shall be considered exchanges and not
replacements, These exchanges shall not be subject to Sections 14 and 24, and the
reporting requirements of Section 16A to Eof this regulation.

Where the policy is offered through an employer, labor organization, professional.
trade or occupational association, the required notification in Subsection A above
ghall be made to the offering entity. However, if the policy is issued to a group
defined in Section 4E(4) of the Long-Term Care Insurance Model Act, the notification
shall be made to each certificateholder.

Nothing in this section shall prohibit an insurer from offering any policy, rider,
certificate or toverage change to any policyholder or certificateholder. However, upon
request any policyholder may apply for currently available coverage that includes the
new services or providers. The insurer may require that policyholders meet all
eligibility requirements, including underwriting and payment of the required
premium to add such new services or providers,

This section does not apply to life insurance policies or riders containing accelerated

" long-term care benefits.

This section shall become effective on or aRer [insert the effective date of the
amended regulation).

Right to Reduce Coverage and Lower Premiums

A, o Every long-ierm care insurance policy and certificate shall include a
provision that allows the policyholder or certificateholder to reduce coverage
and lower the policy or certilicate premium in at least one of the following
ways: :

{a) Reducing the maximum benefit; or
(3] Reducing the daily, weekly or monthly benefit amount.
(2) The insurer may also offer other reduction options that are consistent with
the policy or certificate design or the carrier's administrative processes.
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(8) In the event the raduction in coverage involves the reduction or elimination
of the inflation protection provision, the insurer shall allow the policyholder
to continue the benefit amount in effect at the time of the reduction.

The provision shall include a description of the process for requesting and
implementing a reduction in coverage.

The premium for the reduced coverage shalk

(1) Be based on the same age and underwriting class used to determine the
premium for the coverage currently in force; and

(2) Be consistent with the approved rate table.

The insurer may limit any reduction in coverage to plans or options available for that
policy form and to those for which benefits will be available after consideration of
claims paid or payable.

If a policy or certificate is about to lapse, the insurer shall provide a written
reminder to the policyholder or certificateholder of his or her right to reduce coverage
and premiums in the notice required by Section TA(3) of this regulation.

This section does not apply to life insurance policies or riders containing accelerated
long-term care henelts

The requirements of Subsections A through F shall apply to any long-term care
policy issued in this state on or after [insert date that is twelve (12) months after
adoption of the amended regulation].

A premium increase notice required by Section 9E of this regulation shall include:

{1) An offer to reduce policy benefits provided by the current coverage consistent
with the requirements of this section;

(2) A disclosure stating that al] options available to the policyholder may not be
of equal value; and

(3) In the case of a partnership policy, a disclosure that some benefit reduction
options may result in a loss in partnership status that may reduce
policyholder protections,

The requirementis of Subsection H shall apply to any rate increase implemented in
this etate on or after [insert date that ig twelve (12) months after adoption of the
amended regulation].

Drafting Note: Compliance with this Section may be accomplished by poliey replacement, exchange or by adding the required
provigion vin amendment or ¢ndersement 1o the policy.

Section 28.

A.

G41-62

Nonforfeiture Benelit Requirement

This section does not apply to life insurance policies or riders containing accelerated
long-texrm care benefits.
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B. To comply with the requirement to offer a nonforfeiture benefit pursuant to the
provisions of [insert reference 1o Saction 8 of the NAIC Long-Term Care Insurance
Model Act]: .

(D A policy or certificate offered with nonforfeiture benefits shall have coverage
elements, eligibility, benefit triggers and benefit length that are the same as
coverage to be issuad without nonforfeiture bepefits. The nonforieiture
benefit inciuded in the offer shall be the benefit described in subsection E;
and

(2) The offer shall be in writing if the nonforfeiture benefit is not otherwise
deseribed in the Outline of Coverage or other materials given to the
prospective palicyholder.

C. If the offer required to be made under [insert reference ta Section 8 of the NAIC
Long-Term Care Insurance Model Act] is rejected, the insurer shall provide the
contingent benefit upon lapse described in this section. Even if this offer is accepted
for a policy with a fixed or limitad premium paying period, the contingent benefit on
lapse in Subsection D(4) shall still apply.

D. {1 Afier rejection of the offer required under [insert reference to Section § of the
NAIC Long-Term Care Insurance Model Act], for individual and group
polictes without nonforfeiture benefits izsued after the effective date of this
section, the insurer shall provide a contingent benefit upon lapse.

(2) In the event a group policyholder elects to make the nonforfeiture benefit an
' option to the certificateholder, a certificate shall provide either the
nonforfeiture benafit or the contingent benefit upon lapse.

{3) A contingent benefit on lapse shall be triggered every time an insurer
increases the premium rates to a level which resulis in a cumulative increase
of the annual premiuvm equal to or exceeding the percentage of the insured’s
initial annual premium set forth below based on the insured’s issue age, and
the policy or certificate lapses within 120 days of the due date of the

~ premium so increased. Unless otherwise required, policvholders shall be .
notified at least thirty {30) dayvs prior io the due date of the premium
reflecting the rate increase.
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Triggers for a Substantial Premium Increase
Percent Increase Over

Issue Age Initial Premium
29 and under 200%
30-34 ' 190%
35-39 170%
40-44 150%
45-49 130%
50-54 110%
55-59 90%
GO T0%
61 66%
62 G2%
63 58%
64 54%
64, 50%
66 48%
67 46%
68 44%

Trigpgers for a Substantial Premium Increase
Percent Increase Over

Issue Age Initial Premium
69 429
70 40%
71 38%
72 . 36%
73 34%
74 32%
75 30%
76 28%
77 26%
78 24%
79 22%
.80 20%
81 19%
82 18%
83 ' 17%
84 16%
856 15%
&6 14%
87 13%
88 12%
89 11%
90 and over 10%
(4) A contingent benefil on lapse shall also be triggered for policies with a fixed

or limited premium paying period every time an insurer increases the
premium rates to a level that results in a cumulative increase of the annual
premium equal to or exceeding the percentage of the insured’s initial annual
premium set forth helow based on the ingured’s issue age, the policy or
certificate lapses within 120 days of the due date of the premium so
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increased, and the ratio in Paragraph (6)(b) is forty percent (40%) or more.
Unless otherwise required, policyhalders shall be notified at least thirty (30)
days prior to the due date of the premium reflecting the rate increase.

Triggers for a Substantial Premium Increase

Percent Increase

Issue Age Over Initial Premium
Under 656 50%

65-80 0%
Over 80 10%

This provision shall be in addition to the contingent benefit provided by
Paragraph (3} above and where both are triggered, the beneﬁt provided shall
be at the option of the insured.

On or before the effective date of a substantial premium increase as defined
in Paragraph (3) above, the insurer shall:

(a) Offer to reduce policy benefits provided by the current coverage
consistent with the requirements of Section 27 so that required
preémium payments are not increased;

Drafting Note: The insured's right 1o reduce policy benefits in the event of the premium inereaze do-ca not affect any other
right to elect a reduction in benefits provided under the policy.

(6)

{b) Offer to convert the coverage to a paid-up status with a shortened
henefit period in accordance with the terms of Subsection E. This
option may be elected at any time during the 120-.day period
referenced in Subsection D(3); and

{c) Natify the policyholder or certificateholder that a default or lapse at
any time during the 120.day period referenced in Subsection D{3)
shall be deemed to be the election of the offer to convert in
Subparagraph (b) above unless the automatic option in Paragraph
{(6){c) applies,

On or before the effective date of a substantial premium increase as defined
in Paragraph (4) above, the insurer shall:

{a) " Offer to reduce policy benefits provided by the current coverage
consistent with the requirements of Section 27 so that required
premium payments are not increased;

Drufting Note: The insured's right o reduce policy benefits in the event of the premium ineresse does not affect any other
right to elect a reduction in banefits provided under the policy.

(&) Offer to convert the coverage to a paid-up status where the amount
payable for each benelit is ninety percent (90%) of the amount
parable in effect iromediately prior to lapse times the ratio of the
number of complated months of paid premioms divided by the
number of months in the premium paying period. This option may be
elected at any time during the 120.day period referenced in
Subsection D{4); and
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(c) Notify the policyholder or certificateholder that a default or lapse at
any time during the 120-day period referenced in Subzection IX{4)
gshall be deemed to be the election of the offer to convert in
Subparagraph (b) above if the ratio is forth percent (40%) or more.

(7) For any long-term care policy iasued in this state on or after {insert date that

18 six (6) months after adoption of the amended regulation).

(a) In the event the policy or certificate was issued at least twenty (20)
years prior to the effective date of the increase, a value of 0% shall be
used in place of all values in the above table; and

{b) Values above 100% in the table in Paragraph (3) above shall be
reduced to 100%.

E. Benefits continued as nonforfeiture benefits, including contingent benefits upon

lapse in accordance with Subsection D(3) but not Subsection D(4), are described in
this subsection:

(1)

2

3

(4)

641-66

For purposes of this subsection, attained age rating is defined as a schedule
of premiums starting from the issue date which increases age at least one
percent per year prior to age fifty (60}, and at least three percent (3%) per
year beyond age fifty (50).

For purposes of this subsection, the nonforfeiture benefit shall be of a
shortened benefit period providing paid-up long-term care insurance
coverage after lapse. The same benelits (amounts and frequency in effect at
the time of lapse but not increased thereafter) will be payable for a qualifying
claim, but the lifetime maximum dellars or days of benefits shall be
determined as specified in Paragraph (3}.

The standard nonforfeiture credit will be equal to 100% of the sum of all
premiums paid, including the premiums paid prior to any changes in
benefits. The insurer may offer additional shortened benefit period options.
as long as the benefits for each duration equal or exceed the standard
nonforfeiture credit for that duration. However, the minimum nonforfeiture
credit shall not be less than thirty (30) times the daily nursing home benefit
at the time of lapse. In either event, the calculation of the nenforfeiture
eredit is subject to the limitation of Subsection F.

(a) The nonforfeiture benefit shall begin nat later than the end of the
third year following the policy or certificate issue date. The
contingent benefit upon lapse shall be effective during the first three

" (8) years as well as thereafter.

{b) Netwithstanding Subparagraph (a), for a policy or certificate with
attained age rating, the nonforfeiture benefit shall begin on the
earlier of

(i) The end of the tenth year following the policy or certificate
isgue date; or
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(i1) The end of the second year following the date the policy or
certificate i no longer subject to attained age rating.

6] Nonforfeiture credits may be used for all care and services qualifying for
benefits under the terms of the policy or certificate. up to the limits specified
in the policy or certificaze.

F. All benefits paid by the insurer while the policy or certificate is in premium paying
status and in the paid up status will not exceed the maximum benefits which would
be payable if the policy or certificate had remained in premium paying status.

G. There shall be no difference in the minimum nonforfeiture benefits as required under
this section for group and individual policies.

H. The requirements set forth in this section shall become effective twelve (12) months
after adoption of this provision and shall apply as follows;

{H Except as provided in Paragraph (2) and (3) below, the provisions of this.
section apply to any long-term care policy issued in this state on or afier the
effective date of this amended regulation.

(2 For certificates issued on or afier the effective date of this section, under a
group long-term care insurance policy as defined in Section [insert reference
to Saection 4E{1) of the NAIC Long-Term Care Insurance Model Act], which
palicy was in force at the time this amended regulation became effective, the
provisions of this section shall not apply.

{3) The last sentence in Subsection C and Subsections D(4d) and D(6) shall apply
to any long-term care insurance policy or certificale issued in this state after
six (6) months after their adoption, except new certificates on a group policy
as defined in Subsection 4E(1) one year after adoption.

L Premiums charged for a palicy or certificate containing nonforfeiture benefits or a
contingent benafit on lapse shall be subject to the loss ratio requirements of Section
19, Section 20 or Section 20.1, whichever is applicable, treating the policy as a whole.

J. To delermine whether contingent nonforfeiture upon lapse provisions are triggered
under Subsection D{3) or D(4), a replacing insurer that purchased or otherwise
assumed a block or blocks of long-term care insurance policies from another insurer
shall calculate the percentage increase based on the initial ennual premium paid by
the insured when the policy was first purchased from the original insurer.

K. A nonfoerfeiture benefit for qualified long-term care insurance contracts that are level
premium contracts shall be offered that meets the following requirements:

)] The nonforfeiture provision shall be appropriately captioned:

(2) The nonforfeiture provision shall provide a benefit available in the event of a
default in the payment of any premiums and shalt state that the amount of
the benefit may be adjusted subsequent to being initially granted only as
necessary to reflect changes in claims, persistency and interest as reflected in
changes in rates for premium paying contracts approved by the commissioner
for the same contract form; and
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(3) The nonforfeiture provision shall provide at least one of the following:
(a) Reduced paid-up insurance;
(b) Extended term insurance;

(9] Shortened benefit period; or

{d) Other similar offerings approved by the commissioner.
Standards for Benefit Triggers
A long-termy care insurance policy shall condition the payment of benefits on a
determination of the insured's ability to perform activities of daily living and on
cognitive impairment. Eligibility for the payment of benefits shall not be more
restrictive than requiring either a deficiency tn the ability to perform not more than

three (3) of the activities of daily living or the presence of cognitive impairment.

{1 Activities of daily living shall include at least the following as defined in
Section 5 and in the policy: '

(a) Bathing;

(b) Continence;
{c) Dressing;

(d) Eating;

(e Toileting; and
(O Transferring;

{2) Insurers may use activities of daily living to trigger covered benefits in
addition to those contained in Paragraph (1) as long as they are defined in
the policy.

An insurer may use additional provisions for the determination of when benefits are

payable under a policy or certificate; however the provisions shall not restrict. and

are not in lreu of, the requirements contained in Subsections A and B.

For purposes of this section the determination of a deficiency shall not be more
restrictive than:

(1) Requiring the hands-on assistance of another person to perform the
prescribad activities of daily living; or

(2) [f the deficiency is due to the presence of a cognitive impairment, supervision
or verhal cueing by another person is needed in order to protect the insured
or others. '

Assessments of activities of daily living and cognitive impairment shall be performed
by licensed or certified professionals, such as physicians, nurses or social workers.
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F. Long term ¢are insurance policies shall include a clear description of the process for
appealing and resolving benefit determinations. '

G. The requirements set forth in Lhis section shall be effective [insert date 12 months
after adoption of this provision] and shall apply as follows:

(1) Except as provided in Paragraph (2), the provisions of this section apply to a
long-term care policy issued in this state on or after the effective date of the
amended regulation.

{2) For certificates issued on or afier the effective date of this section, under a
group long-term care ingurance policy as defined in Section [insert reference
to Section 4E(1) of the Long-Term Care Insurance Model Act] that was in
force at the time this arhended regulation became effective, the provisions of
this section shall not apply.

Section 30. Additiocnal Standards for Benefit Triggers for Qualified Long-Term Care
Insurance Contracts

A, For purposes of this section the following definitions apply:

(1) “Qualifted long-term care services” means services that meet the
requirements of Section 7702(c)(1) of the Internal Revenue Code of 1986, as
amended, as follows: necessary diagnostic. preventive, therapeutic, curative,
treatment, mitigation and rehabilitative services, and maintenance or
personal care services which are required by a chronically ill individual, and
are provided pursuant to a plan of care prescribed by a licensed health care
pragtitioner.

(2) (a) “Chronically ill individual” has the meaning prescribed for this term
by section 7702B{(c){2) of the Internal Revenue Code of 1936, as
amended. Under this provision. a chronically ill individual means any
individual who has been certified by a licensed health care
practitioner as:

(i) Being unable to perform (without substantial assistance from
another individual) at least two (2) activities of daily living
for a period of at least ninety (90) days due to a loss of
functional capacity; or

(i1) Requiring substantial supervision to protect the individual
from threats to health and safety due to severe cognitive
impairment.

Drafting Note: With respect o the activitiez of daily living (ADL) benefit trigger. HIPAA provides that tax-qualified
copfrncts must take into account at lensi five of the aix ADLa specified in Section 29B. This model regulation requires that
eligibility for payment of benefits be nn more restrictive than requiring a deficiency in the ability to pexform not more than
three ADLs, of the six listed, Thus, in this regard, o sonirnct that complies with this regulation aill also be tax-qualified,
States do nol nead w alter their rogulations from this model egulation with respect to the ADL irigger for tax-qualificd
contracls.
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(b} The term “chronically ill individua!" shall not include an individual
otherwise meeting these requirements unless within the preceding
twelve-month period a licensed health care practitioner has certified
that the individual meets these requirements,

{3) “Licensed health care praciitioner” means a physician, as defined in Section
1861(r¥1) of the Social Security Act, a registered professional nurse,
licensed social woarker or other individual who meets requirements
prescribed by the Secretary of the Treasury.

{4 “Maintenance or personal care services” means any care the primary purpose
of which is the provision of needed assistance with any of the disabilitiea as a
result of which the individual iz a chrenically ill individual {including the
protection from threats 1o health and safety due to severe cognitive
impairment).

Drafting Note: Terme used in the definition of a “chronieally ill individual,” guch ns subatantial nasiatance, logs of functional
capacity, substontial supervision and severe cognitive impairment. are not defined by the Internal Revenue Code of 1986, as
amended, nithough the meaning of the terms has been nddressed by Troasury Department and Internal Revenue Service
guidance. The roquirement that an insured be certified as a chronically ill individual at least once every 12 months by a
licensed henlth core praciitioner does not preclude an insurer from requiring more frequent assessmenta of an insured’s
condition m order to determine whether benefita are payable under a contract. However, states arp also free w limit an
insurer's mbility to perform more [requent nsseaamenie without affecting the tax-qualified atatua of the contract.

Qualified long-term care insurance contracts that pay bencfits upen a loss of functienal capacity must include u provision for
trggenng benofits that is different from that found in Section 20 of this model regulation. The Internal Revenue Service has
atated that the 90-day requirement under this benefit trigger does not establish o waiting pertod before which benefits may be
paid er before which services may constituta qualified long-term care services.

Under Section 77023 of the Internal Revenue Code, ns nmended, only “licensed health care proctitioners® can certify that an
insured iz a chronically ill individual. This term ncludes enly physicians (within the meaning of Section 1861{r)X1) of the
Socinl Security Act), registered professionnl nurses nnd Licensed social workers.

Section TT0ZE does not preclude o contract from specifving a subaet of “licensed health care praciitioners” who ¢an perform
certifications, e.g., only physicians within the meaning of Section 1861(r)X1) of the Social Security Act that are approved by the
insurance company, The Secretary of the Trensury may in regulations expand the types of individuals who are considered
“licensed health care practitioners.”

Section 7702B{c)(2) states that an individual will be considered chronically 1 if he or she is certified by a licensed health care
practitioner as having & level of dwsability similar {(ns determined wnder regulations prescribed by the Seeretury of the
Trensury in consultation with the Secretary-of Health and Human Services) to the level of disability deseribed In Section
TTOZBEKDIANI) (Seetion 30C of this regulation). At present, the Sceretary of the Treasury has prescribed no such atandard.
Federal tax law does not require a qualified long-term care insurance contract to include this benefit, trigger in the contract. In
addition, this model regulation does not mondate inclusion of this undefined henefit trigger in policies at the peesent time. If
the Teeasury Depariment preacribe2 an additional benefit trigger in the future, congideration will bo given at that time to
making spproprinie amendments o this reguletion.

B. A qualified long term care insurance contract shall pay only for qualified loag-term
care services received by a chronically il individual provided pursuant to a plan of
care prescribed by a licensed health care practitioner.

Drafting Note; The fodernl {ax requirements for the term “qualified long-term care services™ has been pdded to nssist stntos
in vegulating qualified [ong-torm eare wngurance contracts, which are defined 1n Section 7702B(b) of Lhe Internal Revenue
Code of 198G, as amended. The [nternnl Revenue Code of 1986 is subject to amendment by Congress and to interpretation by
the Treasury Degnriment, the 1nternal Revenue Service and the courts,

Since a quelified long-term care insurance contract can provide inaurance coverage “only” for qualified long-term care acrvices,
and such services nre ones reguired by o “chronically ill individual,” bencfits from such a contract ¢an only be provided to an
individual who is chronically ill. Federal tax law does not, however. prohibit the provision of coverage of some, but not all,
qualified long-term care services. Thu3, a contract may cover only nursing home services or limit benefits to those performed
by eligible providora consistent with the requirements of fedoral 1ax law. Likowise, the fedoral ax law does not preclude a
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eontraet from gpecifying the need for hands-on asaistance for purposes of detormining whether the insured can perform an
octivity of daily living, Under this regulntion, hawever, benefit triggers requiring greater degreea of impairment than the
minimum standard established by federa! tax las are permicted only to the extent otherwise consistent with this regulation
and the model act.

C. A qualified long-term care insurance contract shall condition the payment of benefits
on a determination of the insured’s inability to perform activities of daily living for
an expected period of at least ninety (30} days due to a loss of functional eapacity or
to severe cognitive impairment.

Drafting Note: Section 77028 of the Internnl Revenue Code of 1986, 03 amended, includes a provision for triggering benefits
that is different from that found in Section 29 of this model regulntion. The definitions waed in the triggering of benefits in
Section TI02B (substantin! nssistaoce, loss of funcuonal copacity, substantinl supervision and severe cognitive impairment)
have been defined in guidance promulgated by the Dapartment of the Treasury. '

D, Certifications regarding activities of daily living and cognitive impairment required
pursnant to Subsection C shall be performed by the following licensed or certified
professionals; physicians, registered professional nurses, licensed social workers, or
other individuals who meet requirements prescribed by the Secretary of the
Treasury,

E. Certifications required pursuant to Subsection C may be performed by a licensed
health care professional at the direction of the carrier as is reasonably necessary
with respect to a specific claim, except that when a licensed health care practitioner
has certified that an insured is unable to perform activities of daily living for an
expected period of at least ninety {90) days due to a loss of functional eapacity and
the insured is in claim status, the certification may not be rescinded and additional
certifications may not be performed until after the expiration of the ninety-day
period.

F. Qualified long-term care insurance contracts shall include a clear description of the
process for appealing and resolving disputes with respect to benefit determinations.

Section 81.  Appealing An Insurer’s Determination That The Benefit Trigger Is Not Met.

Drafting Note; Consistent with the NAIC model lnw procedures revised and adopted by the NAIC in September 2008, these
rovisions w the Long-Term Care lnsurance Mode! Regulation provide minimum regulatory standards for independent roviow
of begefit trigger determinations. The regulatery provisions and procedures set forth in this seetion are the minimum
national standard for bepefis trigger independent review. Nothing in this cegulation would, ner is it the inteat of these
revisions to, prohibit o state that supported thess model revisions from enucting regulazions that go beyond this minimum
standard to provide for a larger rele and greater involvement for insurance departments in the indepeadent review process.
In deternining 1he use of these minimum wtandards for any federal legislation or regulations pertaining to long-term care
insurnnce, pelicymakers should view these ns minimum standards and not prohibit states from enacting standards that go
beyond these minimums,

A For purposes of this section, “authorized representative” is authorized to act as the
covered person’s personal representative within the meaning of 45 CFR 164.502(g)
promulgated by the Secretary under the Administrative Simplification provisions of
the Health Insurance Portability and Accountability Act and means the following:

(1) A person to whom a covered person has given espress written consent to
© represent the covered person in an external review;

(2) A person authorized by law to provide substituted consent for a covered
person; or
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(3) A family member of the covered person or the covered person’s treating
health care professional only when the covered person ig unable to provide
consent. . .

B. If an insurer determines that the benefit trigger of a long-term care insurance policy
has not been met, it shall provide a clear, written notice to the insured and the
insured’s authorized representative, if applicable, of all of the following:

{1 The reason that the insurer determined that the insured’s benefit trigger has
not been met;

() The insured’s right to internal appeal in accordance with subsection C, and
the right to submit new or additional information relating to the benefit
trigger denial with the appeal request; and

(3 The insured’s right, alter exhaustion of the insurer’s internal appeal process,
to have the benefit trigger determination reviewed under the independent
review process in accordance with Subsection D.

C. Internal Appeal. The insured or the insured’s authorized representative may appeal
the insurer's adverse beneht trigger determination by sending a written request to
the insurer, along with any additional supporting information, within 120 calendar
days after the insured and the insured’s authorized representative, if applicable,
receives the insurer's benefit determination notice. The internal appeal shall be
congidered by an individual or group of individuals designated by the insurer,
provided that the individual or individuals making the internal appeal decision may
not be the same individual or individuals who made the initial benefit determination.
The internal appeal shall be completed and written notice of the internal appeal
decision shall be sent to the insured and the insured’s authorized representative, if
applicable, within thirty (30) calendar days of the insurer’s receipt of all necessary
information upon which a final determination can be made.

(0 If the insurer's original determination is upheld upon internal appeal, the
notice of the internal appeal decision shall describe any additional internal
appeal rights offered by the insurer, Nothing herein shall require the insurer
to offer any internal appeal rights other than those descnbed in this
subsection,

(2) 1f the insurer's original determination is upheld after the internal appeal -
process has been exhausted, and new or additional information has not been
provided to the insurer, the insurer shall provide a written description of the
insured’s right to request an independent review of the benefit determination
as described in Subsection D to the insured and the insured’s authorized
representative, if applicable.

(3 As part of the written description of the insured’s right to reguest an
independent review, an insurer shall include the following, or substantially
equivalent, language: *We have determined that the benefit eligibility
criteria ("benefit trigger™) of your [policy] {certificate] has not been met. You
may have the right to an independent review of our decision conducted by
long-term care professionals who are not-associated with us, Please send a
written request for independent review to ug at [address]. You must inform
us, in writing, of your election to have this decision reviewed within 120 days
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of receipt of thig letter, Listed below are the names and contact information
of the independent review organizations approved or certified by your state
insurance commissioner’s office to conduct long-term care insurance benefit
eligibility reviews. If you wish to request an independent review, please
choose one of the listed organizations and include its name with your request
for independent review. If you elect independent review, but do not choose
an independent review organization with your request, we will choose one of
the independent review organizations for you and refer the request for
independent review to it.”

Drafting Note: States that do not maintnin a list of qualified independent roview crganizations to review long-term care
benefit trigger decisions should modify the langunge in paragraph {3} accordingly.

(4

If the insurer does not believe the benefit tripger decision is eligible for
independent review, the insurer shall inform the insured and the insured’s
authorized representative, if applicable, and the commissioner in writing and
include in the notice the reasons for its determination of independent review
ineligibility.

The appeal process described in Subsection C is not deemed to be a ‘new
service or provider as referenced in Section 26, Availability of New Services
or Providers, and therefore does not trigger the notice requirements of that
section.

D. Independent Review of Benefit Trigger Determination.

(1)

(2)
3

Request. The insured or the insured's authorized representative may request
an independent review of the insurer's benefit trigger determination after the
internal appeal process outlined in Subsection C has been exhausted. A

- written request for independent review may be made by the insured or the

insured's authorized representative to the insurer within 120 calendar days
after the insurer'’s written notice of the final internal appeal decision is
received by the insured and the insured's authorized representative, if
applicable,

Cost. The cost of the independent review shall be borne by the insurer.
Independent Review Process.

(a) Within five (5) business days of receiving a written request for
independent review, the insurer shall refer the request to the
independent review organization that the insured or the insured's
authorized representative has chosen from the list of certified or
approved organizations the insurer has provided to the insured. If
the insured or the insured's authorized representative does not
choose an approved independent review organization to perform the
review, the insurer shall choose an independent review organization
approved or certified by the state. The insurer shall vary its selection
of authorized independent review organizations on a rotating basis.

) The insurer shall refer the request for independent review of a
benefit trigger determination to an independent review organization,
subject to the following: '
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(i) The independent review organization shall be on a list of
certified or approved independent review organizations that
satisly the requirements of a qualified long-{erm care
insurance independent review organization contained in this
section;

(i) The independent review organization shall not have any
conflicts of interest with the insured, the insured's authorized
representative, if applicable, or the insurer; and

{iii) Such review shall be limited to the information or
documentation provided to and considered by the insurer in
making its determination, including any information or
documentation considered as part of the internmal appeal
process.

() If the ingured or the insured’s authorized representative has new or
additional! information not previously provided to the insurer,
whether submitted te the insurer or the independent review
organization. such information shall first be considered in the
internal review process, ag set forth in Subsection C.

() While this information is being reviewed by the insurer, the
independent review organization shall suspend its review and
the time period for review is suspended until the insurer
completes its review.

(iiy  The insurer shall complete its review of the information and
provide written notice of the results of the review to the
insured and the insured's authorized representative, if
applicable. and the independent review organization within
five {5) business days of the insurer’s receipt of such new or
additional information.

(i)  If the insurer maintains its denial afler such review, the
independent review organization shall continue its review,
and render its decision within the time period specified in
Subparagraph (i) below. If the insurer overturns its decision
following its review, the independent review request shall be
considered withdrawn.

{d) The insurer shall acknowledge in writing to the insured and the
ingsured’s authorized representative. if applicable, and the
commisgioner that the request for independent review has been
received, accepted and forwarded to an independent review
organization for review. Such notice will include the name and
address of the independent review organization.

(e) Within five (6) business days of receipt of the request for independent
" review, the independent review organization assigned pursuant to

this paragraph shall notify the insured and the insured’s authorized
representative, if applicable, the insurer and the commissioner that it

has accepted the independent review request and jdentify the type of
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licensed health care professional assigned to the review. The
assigned independent review orgamzation shall include in the notice
a statement that the insured or the insured’s authorized
representative may submit in writing to the independent review
organization within seven (7) days following the date of receipt of the
notice additional information and supporting documentation that the
independent review organization should consider when conducting its
review,

The independent review organization shall review all of the
information and documents received pursuant to Subparagraph (e)
that has been provided to the independent review organization. The
independent review organization shall provide copies of any
documentation or information provided by the insured or the
insured’s authorized representative to the insurer for its review, if it
is not part of the information or documentation submitted by the
insurer to the independent review organization. The insurer shall
review the information and provide its analysis of the new
information in accordance with Subparagraph (h).

The insured or the insured’s authorized representative may submit,
at any iime, new or additional information not previously provided to
the insurer but pertinent to the benefit trigger denial. The insurer
shall consider such information and affirm or overturn .its benefit
tripger determination. If the insurer affirms its benefit trigger
determination, the insurer shall promptly provide such new or
additional information to the independent review organization for its
review, along with the insurer's analysis of such information. ’

If the insurer overturng its benefit trigger determination:

(i The insurer shall provide notice to the independent review
organization and the insured and the insured’s authorized
representative, if applicable, and the commissioner of its
decision; and

(i) The independent review process shall immediately cease.

The independent review organization shall provide the insured and
the insured's authorized representative, if applicable, the insurer and
the commisaioner written notice of its decision, within 30 calendar
days from receipt of the referral referenced in Paragraph 3)(b). If the
independent review erganization overturns the insurer's decision, it
ghall:

(i) Establish the precise date within the specific peried of time
under review that the benefit trigger was deemed to have
been met;

(in Specify the specific period of time under review for which the
insurer declined eligibility, but during which the independent
review organization deemed the benefit trigger to have been
met; and
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(iii) For tax-qualified long-term care insurance contracts, provide
a certification (made only by a licensed health care
practitioner as defined in Section 7702B{(c)(4) of the Internal
Revenue Code) that the insured is a chronically ill individual,

) The decision of the independent review organizaticun-with respect to
whether the insured met the benefit trigger will be final and binding
on the insurer;

k) The wdependent review organization’s determination shall be used
solely to establish liability for benefit trigger decisions, and is
intended to be admissible in any proceeding only to the extent it
establishes the eligibility of benefits payable,

)] Nothing in this section shall restrict the insured’s right to submit a
new request for benefit trigger determination after the independent
review decision, should the independent review organization uphold
the ihsurer’s decision.

fm} The insurance department shall utilize the criteria set forth in
Appendix H, Guidelines for Long-Term Care Independent Review
Entities, in certifying or approving entities to review long-term care
insurance benefit trigger decisions.

Drafting Note: Etales that do not maintain n list of gualified independent review organizations to review long-term cnre
benefit trigger decisiona or have another mechonism for certifying or approving independent review organizations, should
replace the language in Subparagraph (m) with the bllowing:

The ingurance department shall accept another state’s certification of on indepcpdem review organizotion, provided such
stute requires the independent reviow organizaticn to meet substantiolly eimilar qualifications as those contained in

Appendix H.

(n) The commissioner shall maintain and periodically update a list of
approved independent review crganizations.

E. Certification of Long-Term Care Insurance Independent Review Organizations. The
commissioner shall certify or approve a qualified long-term care insurance
independent review organization, provided the independent review organization
demonstrates to the satisfaction of the commissioner that it is unbiased and meets
the lollowing qualifications:

(n

2

€

(4

641-66

Have on staff, or contract with, a qualified and licensed health care
professional in an appropriate field for determining an insured’s functional or
cognitive impairment (e.g. physical therapy, occupational therapy, neurclogy,
physical medicine and rehabilitation) to conduct the review.

Neither it nor any of its licensed health care professionals may, in any
manner, be related to or affiliated with an entity that previously provided
medical eare to the insured.

Utilize a licensed health care professional who is not an employee of the
ingurer or related in any manner to the insured.

Neither it nor its licensed health care professional who conducts the reviews
may recaive compensation of any type thai is dependent on the outcome of
the review.
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Be state approved or certified to conduct such reviews if the state requires
such approvals or certifications.

Provide a description of the fees to be charged by it for independent reviews
of a long-term care insurance benefit trigger decision. Such fees shall be
reasonable and customary for the type of long-term care insurance benefit
trigger decision under review,

Provide the name of the medical director or health care professional
responsible for the supervision and oversight of the independent review
procedure. .

Have on staff or contract with a licensed health care praclitioner, as defined
by Section 7702B{c)(4) of the Internal Revenue Code of 1986, as amended,
who iz qualified to certify that an individual is chronically i)l for purposes of
a gualified long-term care ingurance contract.

F. Maintenance of Records and Reporting Obligations by Independent Review
Organizations, Each certified independent review organization shall comply with
the following: -

n

3

Maintain written documentation establishing the date it receives a request
for independent review, the date each review is condueted. the resolution, the
date such resolution was communicated to the insurer and the insured, the
name and professional status of the reviewer conducting such review in an
easily accessible and retrievable format for the year in which it received the
information, plus two (2) calendar years.

Be able to document measures taken to appropriately safeguard the
confidentiality of such records and prevent unauthorized use and disclosures
in accordance with applicable federal and state law.

Report annually to the commissioner, by June 1, in the aggregate and for
each long-term care insurer all of the foliowing:

{a) © The total number of requests received for independent review of long-
term care benefit trigger decisions;

(b) The total number of reviews conducted and the resolution of such
reviews (i.e., the number of reviews which upheld or overturned the
long-term care insurer's determination that the benefit trigger was
not met);

{c) The number of reviews withdrawn prior to review:

(d) The percentage of reviews conducted within the prescribed timeframe
set forth in Subsection C(3)(i); and

(e} Such other information the commissioner may require.

€ 2014 National Association of Insurance Commissioners _ 641-67

OIC EXHIBIT 5 - Page 67 of 156




Long-Term Cnre Insurance Model Regulation

(4 Report immediately to the commissioner any change in itg status which
would cause it to cease meeting any of the qualifications required of an
independent review organization performing independent reviews of long-
term care benefit trigger decisions. '

Drafting Note: Siates may wish to consider the mechanism 10 be used for oversight of independent roview entitios’ aciivities
as thoy rolale to the review of long-term care insurance benefit trigger decislons. Specifically, states will need to consider
whether the oversght mechanism should be sintutory, regulatory or contractunlly based (Le., in the state’s contract with the
independent review orgnnization) to specdy suzh delails as Lhe term of any state approval or certificstion of an independent
roview organization, privacy proteciions nfforded protected henlth information, commitment to review benefit trigger decisions
within the proaeribed rogulatory timeframe. notice requirements te the state ghould the independent review entity cense to
meet the quahifications vequired of an independent review organization for long-term core insurance benefit trigger decisions,
and to establish a reporting mechanism by which independent review organization report to the commissioner on the number
of requests received for independent review of long-term care benefil trigger decisions in the aggregate and from each long-
term care indurer, and the resolution of such roview (e.g.. uphold insurer benefit trigger denial, overturn insurer benefi
trigger denial).

G. Additional Rights. Nothing contained in this section shall limit the ability of an
insurer to assert any rights an insurer may have under the policy related to:

(13  Aninsured’s misrepresentation;
(2) Changes in the insured’s benefit eligibility; and

(3) Terms, conditions, and exclusions of the policy, other than failure to meet the
benefit trigger.

H. Applicability. The requirements of this Regulation apply to a benefit trigger request
made on or after [insert number of months after adoption of the regulation] under &
long-term gare insurance policy.

1. Confliet with Other Laws, The provisions of this section supersede any other
external review requirements found in [insert reference to state external review law).

Section 32. Prompt Payment of Clean Claims
A, For purposes of this section:

(1) “Claim” means a request for payment of benefits under an in-force policy,
rogardless of whether the benefit claimed is covered under the policy or any
terms or conditions of the policy have been met.

(2) “Clean claim” means a c¢laim that has no defect or impropriety, including any
lack of required substantiating documentation, such as satisfactory evidence
of expenses incurred, or particular circumstance requiring special treatment
that prevents timely payment from being made oa the claim.

B. Within thirty (30) business days after receipt of a claim for benefits under a long-
term care insurance policy or certificate, an insurer shall pay such claim if it is a
clean claim, or send a written nctice acknowledging the date of receipt of the claim
and one of ¢he following:

(1) The insurer is declining to pay all or part of the claim and the specific
reason(s) for denial; or -
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(2} That additional information is necessary to determine if all or any part of the
claim is payable and the specific additional information that is necessary.,

Within thirty (30) business days after receipt of all the requested additional
information. an insurer shall pay a claim for benefits under a long-term care
insurance policy or certificate if it is a clean ¢laim, or send a writien notice that the
insurer ig declining to pay all or part of the claim, and the specific reason or reasons
for denial. ’

If an insurer fails to comply with Subsection B or C, such insurer shall pay interest
at the rate of 1% per month on the amount of the ¢laim that should have been paid
but that remains unpaid forty-five (45) business dayvs after the receipt of the claim
with respect to Subsection B or all requested additional information with respect to
Subsection C. The interest payable pursuant to this subsection shall be included in
any late reimbursement without requiring the persen who filed the original claim to
mazke any additional claim for such interest.

The provisions of Section 32 shall not apply where the insurer has a reasonable basis
supported by specific information that such ¢laim wag fraudulently submitted,

Any violation of this regulation by an insurer if committed flagrantly and in
conscious disregard of the provisions of this regulation or with such frequency as to
constitute a general business practice shall be conzidered a vielation of the [insert
reference to state law equivalent to the NAIC Unfair Trade Practices Model Act.}

The provisions of Section 32 supersedes any other claim payment requirement found
in {insert reference to state prompt payment law].

Standard Format Outline of Coverage

This section of the regutation implements, interprets and makes spacific, the provisions of [Section
6G of the Long-Term Care Insurance Mode] Act] [cite provision of law requiring the commissioner to
prescribe the format and content of an cutline of coverage] in prescribing a standard format and the
content of an outline of coverage.

Al The outlire of coverage shall be 4 free-standing document, using no smaller than ten-
point type.

B. The cutline of coverage shall contain no material of an advertising nature.

C. Text that is capitalized or underscored in the standard format outline of coverage
may be emphasized by other means thal provide prominence equivalent to the
capitalization or underscoring.

D. Use of the text and sequence of text of the standard format outline of coverage is
mandatory, unless otherwise specifically indicated.

E. Format for outline of coverage:
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[COMPANY NAME]
[ADDRESS - CITY & STATE]
{TELEPHONE NUMBER]
LONG-TERM CARE INSURANCE

. OUTLINE OF COVERAGE
[Palicy Number or Group Master Policy and Certificate Number]

[Except for policies or certificates which are guaranteed issue, the following caution statement, or
language substantially similar, must appear as follows in the outline of coverage.]

Caution: The issuance of this long-term care insurance [policy) [certificate] is based upon your
responses to the questions on your application. A copy of your [application] [enreliment form] [is
enclosed] [was retained by you when you applied]. If your answers are incorrect or untrue, the
campany has the right to deny benefits or rescind your policy. The best t{ime to clear up any
questions is now, before a claim arises! If, for any reason, any of your answers are incorrect, contact
the company at this address: [insert address)

L,

641-70

This pelicy is {an individual policy of insurance]([a group policy] which was issued in the
findicate jurisdiction in which group policy was issued]).

PURPOSE OF OUTLINE OF COVERAGE, This outline of coverage pravides a very hrief
description of the important features of the policy. You should compare this outline of
coverage to outlines of coverage for other policies available to you. This is not an insurance
contract, but only a summary of coverage. Only the individual or group policy contains
governing contractual provisions. This means that the policy or group policy sets forth in
detail the rights and obligations of both you and the insurance company. Therefore, if you
purchase this coverage, or any other coverage, it is 1mportant that you READ YOUR
POLICY (OR CERTIFICATE) CAREFULLY!

FEDERAL TAX CONSEQUENCES.
This [POLICY] [CERTIFICATE] is intended to be a federally tax-gualified long-term care
insurance contract under Section T702B(b) of the Internal Revenue Code of 1986, as
amended.

OR
Federal 'Tax Implications of this [POLICY] [CERTIFICATE}. This [POLICY]
[CERTIFICATE] is not intended to be a federally tax-qualified long-term care ingsurance
contract under Section 7702B(b) of the Internal Revenue Code of 1986 as amended. Benefits
received under the [POLICY] [CERTIFICATE] may be taxable ag income.

TERMS UNDER WHICH THE POLICY OR CERTIFICATE MAY BE CONTINUED IN
FORCE OR DISCONTINUED.

(a) [For long-term care health insurance policies or certificates describe one of the
following permissible policy rengwability provisions:
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(1 Policies and certificates that are guaranteed renewable shall contain the
following statement:] RENEWABILITY: THIS POLICY [CERTIFICATE] IS
GUARANTEED RENEWABLE. This means you have the right, subject to
the terms of your policy, [certificate] to continue this policy as long as you
pay your premiums on time. [Company Name} cannot change any of the
terms of your policy on its own. except that, in the future, IT MAY
INCREASE THE PREMIUM YOU PAY.

{(2) [Policies and certificates that are noncancellable shall contain the following
statement:] -RENEWABILITY: THIS POLICY [CERTIFICATE] IS
NONCANCELLABLE. This means that you have the right, subject to the
terms of your policy, to continue this policy as long a3 you pay your premiums
on time. [Company Name] cannot change any of the terms of your policy on
its own and cannot change the premium you currently pay. However, if your
policy contains an inflation protection feature where you cheose to increase
your benefits, [Company Name] may increase your premium at that time for
those additional benefits.

{b) [For group coverage. specifically describe centinuation/conversien provisions
applicable to the certificate and group policy;)

(c) [Describe waiver of premium provisions or state that there are not such provisions,]
TERMS UNDER WHICH THE COMPANY MAY CHANGE PREMIUNMIS.

[In bold type larger than the maximum type required to be used for the other provisions of
the outline of coverage, state whether or not the company has a right to change the
premium, and if a right exists, describe clearly and concisely each circumstance under which
the premium may change.}

TERAMS UNDER WHICH THE POLICY OR CERTIFICATE MAY BE RETURNED AND
PREMIUM REFUNDED.

{a) [Provide a brief description of the right to return—"free look” provision of the policy.]

(b} {Include a statement that the policy either dees ar does not contain provisions
providing for a refund or partial refund of premium upon the death of an insured or
surrender of tha pelicy or certificate. If the policy contains such provisions, include a
description of them.]

THIS IS NOT MEDICARE SUPPLEMENT COVERAGE. If you are eligible for Madicare,
review the Madicare Supplement Buyer's Guide available from the insurance company.

(a) [For agents] Neither [insert company name] nor its agents represent Medicare, the
federal government or any state government.

(] [For direct response} (insert company name] is not representing ‘\-‘Iedicare. the
federal government or any state government.

LONG-TERM CARE COVERAGE. Policies of this category are designed to provide coverage
for one or more necessary or medically necessary diagnostic, preventive, therapeutic,
rehabilitative, maintenance, or personal care services, provided in a setting other than an
acute care unit of a hospital, such as in a nursing home, in the community or in the home.
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This policy provides coverage in the form of a fixed dollar indemnity benefit for covered long-
term care expenses, subject to policy [limitations] [waiting periods] and [coinsurance)
requirements. (Modify this paragraph if the policy is not an indemnity policy.}
BENEFITS PROVIDED BY THIS POLICY.

{a) [Covered services. related deductibles, waiting periods, elimination perinds and
benefit maximums.)

(b) [Institutional benefits, by skill level.]

{© [Non-institutional benefits, by skill level.)

(d) Eligibility for Payment of Benefits
[Activities of daily living and cognitive impairment shall be used to measure an
insured's need for long-term care and muast be defined and described as part of the
outline of coverage.]

[Any additional benefit triggers must also be explained. If these triggers differ for different

benefits, explanation of the triggers should accompany each benefit description. If an

attending physician or other specified person must certify a certain level of functional

dependency in order to be eligible for beneiits, this too must be gpecified.]

LIMITATIONS AND EXCLUSIONS.

[Deseribe:

(a) Preaxisting conditions;

(b) Non-eligible facilities and provider;

{c) Non-eligible levels of care (e.g., unlicensed providers, care or treatment provided by a
family member, ete);

()  Exclusions and exceptions;

{e) Limitations.]

[This section should provide a brief specific description of any policy provisions which limii,
exclude, restrict, reduce, delay, or in any other manner operate to qualify payment of the

henefits described in Number 6 abova.]

THIS POLICY MAY NOT COVER ALL THE EXPENSES ASSOCIATED WITH YQUR
LONG-TERM CARE NEEDS.

RELATIONSHIP OF COST OF CARE AND BENEFITS. Because the costs of long-term care
services will likely increase over time, you should consider whether and how the benefits of
this plan may be adjusted. [As applicable, indicate the following:

{a) That the benelit level will not increase over time;

()] Any sutomatic benefit adjustment provisions;
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() Whether the insured will be guaranteed the option to buy additional benefits and the
basis upon which benefits will be inereased over time if not by a specified amount or
percentage; :

(d) If there is such a guarantee, include whether additional underwriting or health
screening will be required, the frequency and amounts of the upgrade options. and
any significant restrictions or limitations:

(® And finally, describe whether there will be any additional premium charge imposed,
and how that is to be calculated.)

ALZHEIMER'S DISEASE AND OTHER ORGANIC BRAIN DISORDERS.

[State that the policy provides coverage for insureds clinically diagnosed as having
Alzheimer's disease or related degenerative and dementing illnesses. Specifically describe
each benefit screen or other policy provision which provides preconditions to the availability
of policy benefits for such an insured.]

PREMIUM.
[(a}  State the total annual premium for the policy;

(b) If the premium varies with an applicant’s choice among benefit options, indicate the
portion of annual premium which corresponds to each benefit option.]

ADDITIONAL FEATURES.

[(a) Indicate if medical undarwriting is used;

(b) Deseribe other important features.)

CONTACT THE STATE SENIOR HEALTH INSURANCE ASSISTANCE PROGRAM IF
YOU HAVE GENERAL QUESTIONS REGARDING LONG-TERM CARE INSURANCE.

CONTACT THE INSURANCE COMPANY IF YOU HAVE SPECIFIC QUESTIONS
REGARDING YOUR LONG-TERM CARE INSURANCE POLICY OR CERTIFICATE.

Section 34. Requirement to Deliver Shopper’s Guide

A A long-term care insurance shopper's guide in the format developed by the National
Association of Insurance Commissioners, or a guide developed or approved by the
commissioner, ghall be provided to all prospective applicants of a long-term care
insurance policy or certificate.

4} In the case of agent solicitations, an agent must deliver the shopper’s guide
prier to the presentation of an application or enrollment form.

- (D) In the case of direct response solicitations, the shopper's guide must be
prasented in cenjunction with any application or enrollment form.

B. Life insurance policies or riders containing accelerated long-term care benefits are
not required to furnish the above-referenced guide, but shall furnish the policy
summary required undar [cite for Section 6 of Long-Term Care Insurance Model Act].
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Long-Term Care ingurance Model Regulation
Section 35. Penalties

In addition to any other penalties provided by the laws of thia state any insurer and any agent found
to have violated any requirement of this state relating to the regulation of long-term care insurance
or the marketing of such insurance shall be subject to a fine of up to three (3) times the amount of
any commissions paid for each policy involved in the violation or up to $10,000, whichever is greater.

Drafting Note: The intent of Lhis section is to authornize separate fines for both the company and the agent in the amounts
guggested above.

OPTIONAL PROVISION
Section []. Permitied Compensgation Arrangements

A, An insurer or other entity may provide commisgion or other compensation to an
agent or other representative for the sale of a long-term care insurance policy or
ceriificate only if the first year commission or other first year compensation is no
more than 200 percent of the commission or other compensation paid for selling o
servicing the policy or certificate in the second year or period.

B. The commission or other compensation provided in subsequent (renewal) years must
be the same as that provided in the second year or period and must be provided for a
reagsonable number of renewal years,

C. No entity shall provide compensation to its agentas or other producers and no agent or
producer shall receive compensation greater than the renewal compensation payable
by the replacing insurer on renewal policies.

D. For purposes of this section, “compensation” includes pecuniary or non-pecuniary
remuneration of any kind relating to the sale or renewal of the policy or certificate
including but not limited to bonuses, gifts, prizes, awards and finders [ees.

Drafting Note: The NAIC reeognizes thot long-term care inaurance is in an evolutionary stage, The product market needs to
be ablz to develop in order to be reaponaive ta the needs of consumera. In addition, since long-lerm care wnaurance and long-
term carc inaurance regulations are continually chonging, a state should cunsider the fact that not il replacements are
impropor,

The NAIC also recognizas that currently, long-term core insurance products are being primarily sold to the senior citizen
matket, 0 market that has been idenufied na boing susceptible to abusive marketing practices. En response, the NAIC has
adopted consumer protection amendmoents in its model regulation for Medicare supplement inaurance. The Medicpre
supplement insurance model regulation limits agests’ compensation in order to address the potential for marketing abuacs
resulting from the large difference botween first year nnd renewal commasaions.

If a state believes that there iz evidence that the long-term care insurance markot is experiencing similar abuses, it may wish
1o cons:der ndopting the optional sgent compensation provision abave.

In considering these ngemy compensation limitations, states should recognize the emerging nnture of the long-term care
insurance market. Long-term care insurnnce is evelving along both health masurance indemnity and life insurance lines. A
state may want to consider that, since Life insurance products usually contain nonforfeiture and cash value accumulation
features and are normally targeted to » younger nge group than loag-term care indemmty products, such life insurnnce
producta could be exempted from these compenantion limitation requiremants,

The compensntion provision such ae provided above should not be enacted in licu of the penaliy and other conaumer protection
provisions contatned in the regulation, but in additien to them.
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