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Purpose 

The purpose of this regulation is to implement [cite section of law which sets forth the NA!C 
Long-Term Care Insurance Model Act]. to promote the public interest, to promote the availability of 
long·term care insurance coverage,. to protect applicants for long·term c.:are 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 facilitate flexibility and innovation in the 
development of Jong-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 issued 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 
provisions of this regulation apply only to qualified long.term care insurance contracts as noted. 

Drnrting Note: This reg\llntion, like the NAIC Long-Term Ca~ l~urnm:c l\.Jodcl Act, kl 1ntcndcd to o,pply to polici!la, 
contrncu. !lubscnbcr agreement.a, nde~ and c-ndorj!emcnts whc1hor L.~ueJ by insurers: lnuemal OOnefit l!WJCries: nonprofit 
health, hoopitnl and medical f!.C'rviee corporalion(I: prepaid heohh plana; henJth mniniennnce organiuitionfl and aU simih1.r 
organizations. In order to include such orgnnizations, regulntiorui ~hou]d idcnufy them in ncrordance with statutory 
tcrm1nolagy or by epC(\1fic a ta tutor}' citation. Depending upon state lnw o.nd regl.1.!ation. ins\:lrnnce department jur1adil!t.lon, and 
other racto?"8, acparntc rogulntions m11y 00 roquU"Ud. In anr e\'J:ln~. the regulation should provid~ that tho particulnr 
lenninology \l$Cd by thctte plnn::1, orgoniz..."lt-ion~ nnd IUTo:n'°mcnta (e.g .. contrnct, policy. certificate, suOOcribcr, member) mn)" 
be substituood for, or added to, t.hc corresponding terms used in thi:i. rogulntion_ 

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

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

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 after the policyholder has reached Social Security's 
normal retirement age unless benefits nre designed to replace lost income or pay for specific 
expenses other than long-term care services. 
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Draftlnl' Sot~: The Pll!!!a.ge of tbe Henhb Jn.surnc~ PorUi.bility nnd Accountabilit)' Act of 1996 0-llPM) created o ae"'; 
cntegory of lonr·r.erm care iruuranee caLJ.00 Qualified Lonr·Tenn Co.re ln.SurnDce. Thi! regt.1lntion i.9 intended to provide 
requirementd for nll loni·tetll1 ca.re insurance conuucts, including qu.nlified loag.term caro i.Murance eontrQc~. as defined in 
the NAIC !Ang-Term Care lnsuro.nce ~lodo,J :\ct and br Section ii02B(b) o( the ,Internnl Re\•enue Code of 1986. ns amended. 
Tho t1.mcndm.(!nUi to tbi.!1 regulntion made in recognition of Section 7i0ZB do not require nor prohibit the continued .!!a!e of 
lont·tcrm CD.11'.l insurance p0licic:i nnd cenificares. that are not conaiderod qunlified loog•term care insurance contracts. 

Section 4. Definitions 

For the purpose of this regulation, the terms •Jong-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. 

Drn.fiinc Sote: \\'b!!re the ~·ord "commi..s..iJioner'" llppcara in tbi$ r-.;ulation, the appropriate de.!!ignation hfor the chief 
in.s'Llrnnce aupenUoo· official of the state .&bouJd be .sub.stituud. To the extent ths.t the model o.ct i3 not adopted. the full 
de£initioo of the above te~ conwined in thnt model .net should be incorpornted into this seetioo. 

A. "Benefit trigger". for the purposes of independent review, means a contractual 
pto\ision in the insured's policy Of Jong-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 7702B 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 indhidual. 

Dra£tin1 Sote: This definition~ not intended«> be a required defi.nitionnl element of o long-term care iruurance p01.icy', but 
rnther intended to c:~rify the scope nnd inunt of Section 3 L The req1.1ittmet1t for a description of the benefit trigier in the 
policy or certificate i..5 cunendr found in Section 8. 

B. (I) "Exceptional increase"' means only those increases filed by an insurer as 
exceptional for which the commissioner determines the need for the premium 
rate increase is justified: 

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

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

(2) Except as pro1'ided in Sections 20 and 20.1, exceptional increases are subject 
to the same requirements as other premium rate schedule increases. 

(3) The commissioner may request a re1'iew 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 exceptional 
increase exists, shall also determine any potential offsets to higher claims 
costs. 

Draftin1 Xole: The commWioner may wish 10 review tho roque;St vdth othercommksi-oners. 
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C. "Incidental," as used in Sections 20J and 20. lJ, 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 o;·er the life of the policy. These values shall be measured as of the 
date of issue. 

DrQfting Note: Tho phrn8c "volwi of thti bcintifita" i8 uacd in defininr "incidcntnl" t.o mnko tho definition moro generally 
npplicnble. In simple ca~s where the bnsc policy nnd the long·tcrm care bcncfitB hnvc sapnrutcly identifiable premiums, the 
pr(!DllUm! cnn ~ directly oompnrod. (n other cases. annual cost of insurance chnJ1!'C!I might be nvnLlnhlo for compnnson. 
Somo cll.8eS mny invol\'e oompnri&<>n of prewnt \•nluc o(bcnclite. 

D. "Independent review organization" means an organization that conducts independent 
reviews of long-term care benefit trigger decisions. 

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

Drafting Note: For purposes of Sei:tion 31, ·it mny be nppropr1ntc for ccrUun luron~cd health cnre professionals, such ns 
phy11icnl theropist-9., oo:cupiuionql thernpists, neurologist.I!, ph}',gicBI medicine sp<?-Cinlists, nnd rebobilitation medicine 
spccinli!ta, to review n benefit trigger determ.inntion_ Howe\'er, some af these hcnlth caro prof1M.Sion.al.'1 mny not meet the 
definition of n liccn:rod henlth cnro prnctitior.cr under Scee ion 7702B(c){-0 of the (ntcmnl Re,·cnuo Code. For tn:c·qunlificd 
long-term cnro i.neurancc conLrncts, onlr n lkeneed health ca.re profoss1onal who me\JUJ the definition of n licensed health care 
practitioner mn)" ccrLify that on individual is a chronicnll>· ill indi•:idunl. 

F. 

G. 

Section 5. 

"Qualified actuary" means a member in good standing of the American Academy of 
Actuaries. 

uSimilar policy forms" means all of the long.term care insurance policies and 
certificates issued by an insurer in the same long-term care benefit classification as 
the policy form being considered. Certificates of groups that meet the definition in 
(insert reference to Section 4E(l) of the NA!C Long-Term Care .Model Act] are not 
considered similar to certificates or policies otherwise issued as long-term care 
insurance. but are similar to other comparable certificates with the same long-term 
care benefit classifications. For purposes of determining similar policy forms, long­
term care benefit classifications are defined as follows: institutional long-term care 
benefits only. non-institutional long-term care benefits only, or comprehensh-e long· 
term care benefits. 

Policy Definitions 

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

A. 

B. 

c. 

641·4 

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

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

"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 benefit 
from care in a group setting outside the home. 

0 20l4 National Association cf lrnurancc Commissioncra 
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D. "Bathing" means washing oneself by sponge bath; or in either a tub or shower, 
including the task of getting into or out of the tub or shower. 

E. ..Cognith:e impairment" means a deficiency in a person1s 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 perform 
associated personal hygiene (including caring for catheter or colostomy bag). 

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 int<> the booy from a receptacle (such 
as a plate, cup or table) or by a feeding tube or intravenously. 

I. "Hands~on assistance" means physical assistance (minimal, moderate or maximal) 
without which the indi,·idual would not be able to perform the activity of daily living. 

J. "Home health care services" means medical and nonmedical senices, provided to ill, 
disabled or infirm persons in their residences. Such services may include homemaker 
sen;cesr assistance Y:ith activities of daily living and respite care services. 

K ~ledicare" means "The Health Insurance for the Aged Act, Title :-..vlll of the Social 
Security Amendments of 1965 as Then Constituted or Later Amended," or "Title I, 
Part I of Public Law 89-9i, 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 nen·ous disorder" shall not be defined to include more than neurasis, 
psychoneurosis, psychopathy, psychosis, or mental or emotional disease or disorder. 

n.l. .. Personal care .. means the pro,;sion of hands-on services to assist an individual v.·ith 
acti\ities of daily li\·ing. 

N "Skilled nursing care," "personal care," "home care," "specialized care," "assisted 
li'ing care" and other sen·ices sbaU 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. 

P. '"Transferring" means moving into Or out or a bed, chair or wheelchair. 

Q. All providers of senices, including but not limited to "skilled nursing facility," 
"extended care facility," "convale~ent nursing home," "personal care facility," 
"specialized care providers," ·assisted lhing facility," and "home care agency" shall 
be defined in relation to the sen·ices and facilities required to be available and the 
licensure, certification. registration or degree status of those pro,;ding or supenrising 
the sen-ices. When the definition requires that the pro.vider be appropriately 
licensed. certified or registered. it shall also state what requirements a provider must 

C 2014 Nntionnl &socitirion of Insura..rice Comm~iont-rs 641-5 
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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. 

Drn(tine: Note: Stntc laws relating to nursing nnd oth<ir focilitics and agencies are not uniform. Ai::cording)y, 11peciJ'ic 
reference to or incorporation Of the individual stnto law mny be roquircd in structuring each definition. 

Drnltin1r Note: ThiB S<iction l>l intended to specify required definitional element.!! ot wvernl terms commonly f0und in long­
term care insurance policies, while allowing some flell:ibility i.n the definitions them~l\•e.s. 

Drafting Note: The U.S. TrcasulJ· Department mny, at somo time 1n the future, develop 11ddit1onal or different policy 
definitions intended lo satisfy the requiroment.s of Section 7702B of the lnlernal Revenue Code of 1086, ns am.ended. for 
q1,1alificd long-term in.s1.1rarJce L'Ontract.a. Stntes should consider developing a mechanism lo aHow definition!!- that may be 
deveiop-ed by the federal ngency to be used in qualified Iong-te~ care insurance contracts. 

Section 6. Policy Practices and Provisions 

641-6 

A. Renewability. The terms "guaranteed renewable" and "noncancellable" shall not be 
used in any individual long~term care insurance policy \Yithout further explanatory 
language in accordance with the disclosure requirements of Section 9 of this 
regulation. 

(1) A policy issued to an individual shall not contain renewal provisions other 
than "guaranteed 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 class basis. 

(3) The term ··noncanceUable" 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 period the insurer has no right to unilaterally make 
any change in any provision of the insuranee or in the premium rate. 

(4) The term "level premium" may only be used when the insurer does not have 
the right to change the premium. 

(5) In addition to the other requirements of this subsection, a qualified long-term 
care insurance contract shaH be guaranteed rene\\·able, within the meaning 
of Section 7702B(b)(l)(C) ofthe Internal Revenue Code of 1986, as amended. 

B. Limitations and Exclusions. A policy may not be delivered or issued for delivery in 
this state as long-term care insurance if the policy limits or excludes coverage by 
type of illness, treatment, medical condition or accident, except as follows: 

(1) Preexisting conditions or diseases; 

(2) 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; 

-0 20 l·t N11tional AE;.iwcintion of l n:Juranco Comm1ssionors 
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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) S<!rvice in the armed forces or units auxiliary thereto; 

(d) Suicide (sane or insane), attempted suicide or intentionally self­
Lnflicted injury; or 

(e) A,·iation (this exclusion applies only to non-fare-paying passengers). 

(5) Treatment provided in a government facility (unless otherwise required by 
law), services for which benefits are 8\'ailable under llledicare or other 
governmental program (except Medicaid), any state or federal workers' 
compensation, employer's liability or occupational disease lav.·, or any motor 
vehicle no-fault law, services prm·ided by a member of the covered person's 
immediate family and services for which no charge is normally made in the 
absence of insurance; 

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

(7) In the case of a qualified long-term care insurance contract, expenses for 
services or items to the extent that the expenses are reimbursable under 
Title :>.'VIII of the .Social Security Act or would be so reimbursable but for the 
application ofa deductible or coinsurance amount. 

(8) . (a) This subsection is not intended to prohibit exclusions and limitations 
by type of pro\'ider. 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, certification or registration 
required in the policy, but where the provider satisfies the 
policy requirements outlined for providers in lieu of Licensure, 
certification or registration; or 

(ii) When the state other than the state of policy issue licenses, 
certifies or registers the pro,;der under another name. 

(b) For purposes of this paragraph, 'state of policy issue' means the state 
in which the indi\'idual policy or certificate was originally issued. 

Drafting Sote: Pnrnirn.ph {8) ~ i.r:uendcd w perm.it exdu!iozu.11nd limir..o.tions for p.uyment fur eervic-e., pro"ided out!ide the 
United State.5 QQd leiit.imtite \•tniat.ions in OOnefit le\"Ci.., to reflect. di.fferenre.9 in pro\ider rnte.s. Ho~.'e\'er, the issuer of loni· 
term cnrn influruoco policies and t:~rtificatca bcini;: claimed tLgain:lt in o $tn'W other thnn where the policy or certifientc '"'"M 
i.!sued mu.st co\·er those tservicc3 that "'ould be covered in the state of Wue itrespe-cti\'e or an)" Uooosing, registration or 
~rtifielltfon tilqui~nlcnt.:i for pn)\iders in the other i;;tnte. {pother word.!!-, if the cfuim ,.·ould be appro\-ed but for the licen.!lin.g' 
Wue, the claim must t?e nppro .. "C'd. 
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(9) This subsection is not intended to prohibit territorial limitations. 

C. Extension of Benefits. Termination of long-term care insurance shall be without 
prejudice to any·benelits payable for institutionalization if the institutionalization 
began while the long-term care insurance 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 period. 
if any, or to payment of the maximum benefits and may be subject to any policy 
waiting period, and all other applicable provisions of the policy. 

D. Continuation or Conversion. 

(1) 

(2) 

(3) 

(4) 

Group long~term care insurance issued in this state on or- a~er the effective 
date of this section shall provide covered individuals with a basis 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 benefits that are 
substantially equinlent to the benefits of the existing group policy. Tbe 
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 a\·ailability, 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 has been terminated for any reason, including 
discontinuance of the group policy in its entirety or with respect to an 
insured class, and who has been continuously insured under the group policy 
(and any group policy which it replaced), for at least SLX months immediately 
prior to termination, shall be entitled to the issuance of a converted policy by 
the insurer under whose group policy he or she is covered, without evidence 
ofinsurability. 

For the purposes of this sectionr i.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 to or in excess 
of those provided under the group policy from which conversion is made. 
\Vhere the group policy from v;hich conversion is made restricts 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, 
pro,·ider system arrangaments, service ai:ailability, benefit levels and 
administrative complexity. 

0 201•1 Nntionol NIJOCintion of]ruUtllr'IC(l Commissioners 
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(5) 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 policy shall be issued efJecfo-e on the day following the termination 
ofco,·erage under the group policy, and shalJ be renewable annually. 

(6) Unless 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 co,·erage under the group policy 
from which conversion is made. Where the group policy from which 
com·ersion is made replaced previous group coverage, the premium for the 
com·erted policy shalJ be calculated on the basis of the insured's age at 
inception of coverage under the group policy replaced. . 

(i) Continuation of coverage or issuance of a converted policy shall be 
mandatory, exeept where: 

(a) Termination of group coverage resulted Crom an individual's failure to 
make any required payment of premium or contribution when due; or 

(b) The terminating co1•erage 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 by 
the commissioner to be substantially equivalent to or in 
excess of those provided by the terminating coverage: and 

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

(8) Notwithstanding any other provision of this section, a converted policy issued 
to an individual who at the time of ccnversion is ccvered 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 pro,ided 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 payable. 

(9) The converted policy may provide that the benefits payable under the 
con,·erted policy, together with the benefits payable under the group policy 
from which conversion is made. shall not exceed 'those that would ha,·e been 
payable had the individual's coverage under the group policy remained in 
force and effect. 

(IO) Notw{thstanding any other provision of this section, an insured indhidual 
whose eligibility for group long-term care coverage is based upon his or her 
relationship to another person shall be entitled to continuation of co,·erage 
under the group policy upon termination of the qualifying relationship by 
death or dissolution of marriage. 
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(11) For the purposes of this section a "managed-care plan" is a health care or 
assisted living arrangement designed lo coordinate patient care or control 
costs through utilization review, case management or use of specific provider 
networks. 

E. Discontinuance and Replacement 

F. 

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

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

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

(I) The premium charged to an insured shall not increase due lo either: 

(a) The increasing age of the insured at ages beyond sixty-fi,·e (65); or 

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

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

(3) 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. 

G. Electronic Enrollment for Group Policies 

· (I) In the case of a group defined in [insert reference to Section 4E( I) 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) 

(b) 

(c) 

The consent is obtained by telephonic or electronic enrollment by the 
group policyholder or insurer. A verification of enrollment 
information shall be provided to the enrollee; 

The telephonic or electronic enrollment provides necessary and 
reasonable safeguards to assure the accuracy, retention and prompt 
retrieval of records; and 

The telephonic or electronic enrollment provides necessary and 
reasonable 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 
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the NAIC Insurance Information and Privacy Protection l\!odel Act]. 
is maintained. 

(2) The insurer shall make available, upon request of the cm:nmissioner, records 
that will demonstrate the insurer"s ability to confirm enrollment and 
coverage amounts. 

Unintentional Lapse 

E~ch insurer offering long-term care insurance shall, as a protection against unintentional lapse, 
comply with the following: 

A. (I) 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 recei,·e 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 for the written designation must provide space 
clearly designated for listing at least one person. The designation shall 
include each person's full Mme and home address. In the case of an applicant 
who elects not to designate an additional person, the waiver shall state: 
"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 due 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. 

(2) When the policyholder or certificateholder pays premium for a long-term care 
insurance policy or certificate through a payroll or pension deduction plan, 
the requirements 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. 

(3) Lapse or termination for nonpa}·ment 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 effectfre date 
of the lapse or termination. has given notice to the insured and to those 
persons designated pursuant to SYbsection A(l), at the address provided by 
the insured for purposes of recei\•ing notice of lapse or ter~ination. Notice 
shall be given by first class United States mail, postage prepaid; and notice 
may not be gfren until thirty (30) days after a premium is due. and unpaid. 
Notice shall be deemed to have been given as of five (5) days after the date of 
mailing 
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B. Reinstatement. 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 coverage1 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 (5) 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 benefit eligibility criteria on cognitive 
impairment or the loss of functional capacity contained in the policy and certificate. 

Drafting Note: The language in Subsection B nddrosaing lhe provision of proor of cognitl\'e impairment or Jegg or !unctionnl 
cnpn~1t:r hos been amended lo more prccil'!cly clnrify lhl! original intt?nl in adopling the reinsW.tomcnt pro,'i&ion. 

Section 8. Required Disclosure Provisions 

A. Renewability. Individual long·term care insurance policies shall contain a 
rene\\"ability provision. 

(1) The pro,~sion shall be appropriately captioned, shall appear on the first page 
of the policy, and shall clearly stale that the coverage is guaranteed 
renewable or noncancellable. This prevision shall not apply to policies that do 
not contain a renewability provision, and under which the right to nonrenew 
is reserved solely to the policyholder. 

Drartin1 Note: The Lnsi senten-c:e of th~ ~ubscction is intended t.o npply to long-tern\ Cl>.TO policies which are pllrt of or 
combined with life ineurnn<:c policies. 61ncc liff.~ in.,uranc;c pc>Liciee. genemlb· do not c;ontain roncwnbi1ity provision~. 

B. 

C. 

D. 

641-12 

(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 
effectuates a request made in writing by the insured under an individual long-term 
care insurance polic)'. all riders or endorsements added to an 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 benefits or coverage \vith a concomitant incren~e in premium during the· 
policy term must be agreed to in writing signed by the insured, except if the 
increased benefits or coverage are required by la\V. 'Vhere a separate additional 
prernjum is charged for benefits provided in connection with riders or endorsements, 
the premium charge shall be set for\h 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 contains any 
limitations with respect to preexisting 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 
60(2) of the Long· Term Care Insurance lllodel 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 pro"ide 
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 displayed 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. Acthities of daily living and cognitive impairment shall be used to 
measure an insured's need for long term care and shall be described 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 le\·el 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 3 IE(3) that the 
policy is intended to be a qualified long-term care insurance contract under Section 
i702B(b) of the Internal Revenue Code of 1986, as amended. 

A nanqualified 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 not intended to be a qualified long·term care insurance contract. 

Required Disclosure of Rating Practices to Consumers 

This section shall apply as follows: 

(I) Except as pra\ided 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]. 

(2) For certificates issued on or after the effecti,·e 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 lime 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 
application does not allow for delivery at that time. In such a case, an insurer shall 
provide all of the information listed in this section to the applicant no later than at 
the time of delivery of the policy or certificate. 

Drn.ftinlf Note: One method of dC!livcry thnt doed not nllow for n1l listcd information to be! pro•·ided nt time of npplict1tion or 
enrollment 1a an npplicntion by mnil. 

641-14 

(I) A statement that the policy may be subject to rate increases in the future; 

(2) An explanation of potential future· premium rate revisions, and the 
policyholder's or certificateholder's option in the event of a premium rate 
revision; 

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

(4) A general explanation for applying premi.um rate or rate schedule 
adjustments that shall include: 

(5) 

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

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

(a) 

(b) 

(c) 

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 increase. The percentage may 
be expressed as a percentage of the premium rate prior to the 
increase, and may also be expressed as minimum and 
maximum percentages if the rate incre.a.se is variable by 
rating characteristics. 

The insurer 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 nonaffiliated insurers or a block of policy 
forms acquired from nonaffiliated insurers on or before the later of 
the effective dale of tbis section or the end of a twenty.four-month 
period following the acquisition of the block or policies, tbe acquiring 
insurer mar exclude that rate increase from the disclosure. However, 
the nonaffiliated 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 
subsequent rate increase, even \Vithin the ti;venty-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 (5), including disclosure of the earlier rate 
increase referenced in Subparagraph (d). 

Dro.ftinl' :Sote: Scetlon 10 requires Lhat the eomml.!i!:ioncr be provided t1t·ith any information to be dL<tC!o.sed to appliCllnL.S. 
lnform.a1ioc abcut pIUt rate increa.se5 n~ to be ro\.·icwed carefully. If the in!urer expects to providi> additionaJ Wormation 
(such n.3 a brief d"s.cription or .s:ipificnnt ""DrintiQn.! in policy pro\·1$ion.s if the form is not·tbe policy Conn applied for hr the 
applicant or io!onn-11tion about policy formi5 offered durini or before the calendar year:!I or forms with rate increa~s). the 
rommlisioner .!lbould 00 s;:iti!lficd thnt the ttdditionnl information is f.airl)-" prewnted in relation to tbe inf-0rmation aboui nue 
increaws. 

DrPfiin;' Sote: It is intended that the di$::1oaurc~ in ~tion !JB 00 made to the employer in those ::iituotions "-"here the 
employer is pt1);nw Rll the premium, with no contributions or cm~roge election.s mnde by ind.hi.dual empkiyee.s. (n addition, if 
the employer W paid the entire amount of any premium incrett--e.9. there is no need for d~losure of the iru:re~' to the 
applicant for n new i::ertifJCRto. 

DrafiLn1r Sote: State!- should be aware of and re\;ew &itun1i1>ru where n group polic;.• !.! no longer being is~ued. but naw 
c-ertificate! are still beinr added to existing pofuie,. 

C. An applicant shall 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(l) 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 Band C of this section. 

E. An insurer shall provide notice of an upcoming premium rate schedule increase to all 
policyholders or certificate holders, 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 on or after (insert date that is si.< (6) months after adoption of the amended 
regulation]. 
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B. An insurer shall provide the information listed in this subsection to the 
commissioner [30 days] prior to making a long-term care insurance form available for 
sale. 

Draftina- Note: Suaos should t<lns1dor whether o time period other thnn 30 dnya il:I dceirablc. Aa olter:aottve- time period 
would be the time period r~uired for pall~· form npprovo! in the opplic.nble atote rogulntion or Inv.·. 

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

(2) An actuarial certification consisting of at least the following: 

(a) 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; 

(b) A statement that the policy design and coverage provided have been 
revie•.ved and taken into consideration; 

(c) A statement that the underwriting and claims adjudication processes 
have been revie"'·ed and taken into consideration; 

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

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

(ii) A composite margin that is less than 10% may be justified in 
uncommon circumstances. The proposed 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. 

(iii) A composite margin lower than otherwise considered 
appropriate for the stand-alone long-term 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. 

Drartiag Nate: For the 1uatificntion requi..red in (iii) abo,·e, cx.nmples of such coMidarntions. if applicable ·to the product and 
eompnny, might be found in SociC-t)' of Actuaries resenreh atuctics entitled "Qlluntificntion of tho Naturnl Hedge 
Chnrncteriatic.s of Combin11t10n Life or Annuity Products Linked to Long.Term Carc_lnsurnncc" (2012) 1111d "Undcrat.nnd1ng 
the \"olntility of Experience nnd Pricing Assumpt10ns in Long-Term Care I nsurancc Programs" (201•1). 

(iv) 

641-16 

A greater margin may be appropriate in circumstances \Vhere 
the company has less credible experience to support its 
assumptions used to determine the premium rates. 
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Droftinl' Xote: Mtunl mo~ mar be incfudi.!'d in $evend D.ctunrinl ll.$!1ur:nptioru (e.g. mortalit)". l!l.pee, undeni.·ritlni 
selection wear-off. etc,) in addition t.o eo~e of the maJVin in the morbidity assumption. The composite margin i.!1 the total of 
!uch margins O\"er best--e.\timau 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 to 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. 

DrnftiDC ~·ote: In the e\·ent a 3erie~ or increo.~s U b<winv applied i.o o.nu~her policy form, int.crmedinte premium le\·eli ore not 
to be u~ in thi!. oompnri.Mn. 

Draftill.IJ Sote: It is not expected tb.ot the iruurcr will need to provide a. C(lll:lpo.rison of every age llnd 601 or benefit!. period or 
payment or elimination period. A broad rnnio of expected combinatiorui Ls to be pro\;ded in a manner de~ipi-ed to pro\ide a 
fair pre..--entntion for ro\iew by the com.tt1.h!!ioner. 

(0 A statement that reserve requirements ha,·e been re\iewed and 
considered. Support for this statement shall include: 

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

(ii) 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 maintaln a reasonably con.sistent 
relationship. 

(3) An actuarial memorandum prepared. dated and signed by the member of the 
Academy of Actuaries shall be included and shall address and support each 
specific item required as part of the actuarial certification and pro,ide at 
least the following information: 

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

(b) A complete description of pricing assumptions; and 

(c) Sources and levels of margins incorporated into the gross premjums 
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 margins between ages, sexes, plans or states shall be clearly 
described. De,iations in margins required to be described are other 
than those 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). 

C. In any review of the actuarial certification and actuarial memorandum, the 
commissioner may request reviev;,, 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. 

Drarting Note: Th~ cornmlS.sioner mny accept n roviow dono ft;>r nnothor 6llltc or atnlc!J if such review i.9 for the same policy 
form or where. nny diffcrencca in benefit.a and prcmh:im's arc oot material and such ro\"icw was completed within eighteen 
months Gf the date of the nctuarinl cettificntion in Subsection B(2) above. 

Section 11. Prohibition Against Post-Claims Underwriting 

641-18 

A. All applications for long-term care insurance policies or certificates except those that 
are guaranteed issue shall contain clear and unambigu9us questions designed to 
ascertain the health condition of the applicant. 

(I) If an application for Jang·term care insurance contains a question that asks 
whether the applicant has had medication prescribed by a physician. it must 
also ask the applicant to list the medication that has been prescribed. 

(2) Ir 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 co,.erage would otherwise be denied, then the 
policy or certificate shall not be rescinded for that condition. 

C. Except for policies or certificates v.·hich are guaranteed issue: 

(1) 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 policy or certificate: 

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

(2) The following language, or language substantially similar to the following, 
shall be set out conspicuously 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 questions on your 
application. A copy of your {application] [enrollment 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 compan~· 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 fallowing: 

(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. 

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

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

Section 12. lllinimum Standards for Home Health and Community Care Benefits in 
Long-Term Care Insurance Policies 

A. A long-term care insurance policy or certificate shall not, if it pro,;des benefits for 
home health care or community care services limit or exdude benefits: 

(I) By requiring that the insured or claimant would need care in a skilled 
nursing facility if home hea.lth care services were not provided; 

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

(3) By limiting eligible services to services provided by registered nurses or 
licensed practical nurses; 

(4) By requiring that a nurse or therapist provide services co,·ered by the policy 
that can be provided by a home health aide. or other licensed or certified 
home care \\·orker acting Y:ithin the scope of his or her licensure or 
certification: 

(5) By excluding coverage far personal care services provided by a home health 
aide; 

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

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

(8) By limiting benefits to services provided by Medicare-certified agencies or 
pro,;ders: or 
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(9) By excluding coverage for adult day care services. 

B. 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 policies or certificates issued to residents of 
continuing care ret•rement communities. 

C. Home health care coverage may be applied to the nonhome health care benefits 
prO\·ided in the policy or certificate when determining maximum coverage under the 
terms of the policy or certificate. 

Dra(ting Note: Sub~lion C pennit.I!. the home hcnhh cnre benefi(s to be counted toward the Tnl\:(imum length of long·t<!rm 
cnrc covc~ge under the policy, The eubooction is not int-ended to rc13-tnct home health enrc to a period of time which would 
make ihc benefit llluwry. It fa suggested t.hni fower thnn 365 benefit dn}'s and leas than a $25 dnily maximum benefit 
constitute illusory home health care bcn~fits. 

Section 13. Requirement to Offer Inflation Protection 

641·20 

A No insurer may offer a long-term care insurance policy unless the insurer also offers 
to the policyh'older in addition to any other inflation protection the option to 
purchase a policy that provides for benefit levels to increase with benefit 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: 

(I) Increases benefit levels annually in a manner so that the increases are 
compounded annually at a rate nat 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 so 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) Cm·ers a specified percentage of actual or reasonable charges and does not 
include a maximum speciiied indemnity amount or limit. 

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

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

D. (I) 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 increase 
benefits. The graphic comparison shall show benefit levels over at 
least a twenty (20) year period. 

(h} 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. 

Drnltinl' .Sote: h i..5 intended that meaningful infiAtion protec1ion be provided. ~lcnnintful benefit minimum:l or dumtious 
could include pro\idin1 increase! to ntto..ined nge, or for n period sucb a! <it lea.st 20 )-"ears. or (or some multiple of the policy'.!! 
mn:idmum benefit. or tltrc.ugho1.n the period of covernre. 

E. 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. 

F. 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.' 

G. (I) 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 
subsection. The rejection may be either in the application or on a separate 
form. 

(2) The rejectic>n shall be considered a part of the application and shall state: 

I have re,iewed the outline of coverage and the graphs that compare the 
benefits and premiums of this policy with and without inflation protection. 
Specifically. I have re,iewed Plans ___ , and I reject inflation protection. 

Section 14. Requirements for Application Forms and Replacement Coverage 

A. Application forms shall include the following questions designed t.-0 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 coverage 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)(I) 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 Jong-term care insurance 
policies other than the group policy being replaced, pro,;ded that the 
certificateholder has been notified of the replacement. 

(I) 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 insurance policy or certificate in force 
during the last twelve (12) months? 

(a) If so, with which company? 

(b) If that policy lapsed, when did it lapse? 

(3) Are you covered by Medicaid? 

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

B. 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 policies sold in the past five (5) years that are no longer in force. 

C. 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 
indh;dual 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: 

D. 

E. 

F. 

Direct Response Solicitations. Insurers using direct response 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, name of the insured and policy number or address including zip code. 
Notice shall be made within live (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 
replacement requirements of [cite to state's life insurance replacement regulation 
similar to the NAIC Life Insurance and Annuities Replacement Model Regulation]. If 
a life insurance policy that accelerates benefits for long-term care is replaced by 
another such policy, the replacing insllrer shall comply with both the long-term care 
and the life insurance replacement requirements. 
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NOTICE TO APPLICM'T REGARDING REPLACEME1''T 
OF INDIVIDUAL ACCIDE1''T A..'1,'IJ 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 [your 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 an 
individual long·term care insurance policy to be issued by [company name] Insurance Company. 
Your new policy pro,ides thirty (30) days within which you may decide, without cost, whether you 
desire to l;eep the policy. For your own information and protection, you should be aware of and 
seriously consider certain factors which may a£fect the insurance protection a\·ailable to you under 
the new policy. 

You should re\1ew this new coverage carefully, comparing it with all accident and sickness or long· 
term care insurance coverage you now ha,·e. and terminate your present policy only if, aner due 
consideration. you find that purchase of this long-term care coverage is a wise decision. . 

STATEMENT TO APPLlCAi.'<'i' BY AGEN'i' [BROKER OR OTHER REPRESEl'<'I'ATIVE]: 
(Use additional sheets, as necessary.) 

I ha,·e re,iewed your current medical or health insurance coverage. I believe the replacement of 
insurance in\·olved in this transaction materially improves your position. l\ly conclusion has taken 
into account the following considerations, which I call to your attention: 

I. Health conditions that 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 benefits under the new policy, whereas a similar claim might have been payable 
under your present policy. 

2. State law proddes that your replacement policy or certificate may 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 you are replacing existing long·term care insurance coverage, you may wish to secure the 
ad,~ce of your present insurer or its agent regarding the proposed replacement of your 
present policy. This is not only your right, but it is also in your best interest to make sure 
you understand all the rele\·ant factors involved in replacing your present coverage. 

4. If, after due consideration, you still wish to terminate your present poli<y and replace it with 
new co,·erage, be certain to truthfully and completely answer all questions on the applieation 
concerning your medical health history. Failure to include all material medical information 
on an appllcation may pro,ide 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 recorded. 
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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 Ai'lffi SICKNESS OR LONG-TERM CARE INSURANCE 

[Insurance company's name and address) 

SAVE THIS NOTICE! IT MAY BE IMPORTA:'<"l'TO YOU IN THE FUTURE. 

According to (your 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 policy pro,;des 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 Y.ou under the new 
policy. 

You should review this new co"erage carefully, comparing it with all accident and sickness or long­
term care insurance coverage you now have, and terminate your present policy only if, after due 
consideration, you find that purchase of this long·term care coverage is a v.·ise decision. 

!. 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 benefits under the new policy, whereas a similar claim might have been payable 
under your present policy. 

2. State law pro.,.ides that your replacement policy or certificate may not contain new 
preexisting conditions or probationary periods. Your 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 you 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 your 
present policy. This 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. rro be included only if the application is attached to the policy.] If. after due consideration, 
you still wish to terminate your 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. Omissions or misstatements in the application could cause an 
otherwise valid claim to be denied. Carefully check the application and write to [company 
name and address] within thirty (3()) days if any information is not correct and complete, or 
if any past medical history has been left out of the application. 

Section 15. Reporti11g Requirements 

A. E»ery insurer shall maintain records for eacb agent of that agent's amount of 
replacement sales as a percent of the agent's total annual sales and tbe amount of 
lapses of long-term care insurance policies sold by the agent as a percent of the 
agent's total annual sales. 

B. E,·ery insurer shall report annually by June 30 the ten percent (10%) of its agents 
with the greatest percentages of lapses and replacements as measured by Subsection 
A above. (Appendi' G) 
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C. Reported 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 of long-term care insurance. 

D. 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 policies in 
force as of the end of the preceding calendar year. (Appendix G) 

E. Every insurer shall report annually by June 30 the number of replacement policies 
sold 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) 

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

G. For purposes of this section: 

(I) "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 is covered 
under the policy or any terms or conditions of the policy ha\'e been met; 

(3) "Denied" means the insurer refuses to pay a claim for any reason other than 
for claims not paid for failure to meet the waiting period or because of an 
applicable preexisting condition; and 

(4) "Report" means on a stale\vide basis. 

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

I. _i-\.nnual rate certification requirements. 

(I) This subsection applies to any long-term care policy issued in this state on or 
atter !insert date that is sL~ (6) months atter adoption of the amended 
regulation]. 

(2) The following annual submission requirements apply subsequent to initial 
rate filings for individual long·term care insµrance 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 least the following information: 

(i) A statement of the sufficiency of the current premium rate 
schedule including: 

(I) For the rate schedules currently marketed, 

a. The premium rate schedule continues to be 
sufficient to cover anticipated costs under 
moderately adverse experience and that the 
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premium rate schedule is reasonably expected 
to be sustainable o\'er the life of the form with 
no future premium increases anticipated; or 

b. If the above statement cannot be made, a 
statement that margins for ·moderately 
adverse experience may no longer be 
sufficient. In this situation, the insurer shall 
provide to the commissioner, within si.'<ty (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 ad\'erse experience so 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 \\'ithin 
sL~ty (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 
approua/ authority and administratiue 
procedures rules). 

Drn!tin1 Soie: In ncoordnnce 9dth the 20l-' amendmeni.e to Seetion 10. in !ituatioru wh~ro the premium rnres ha\·e betn 
appro'l.'ed wit.h leee than the non:Il11.l minimum margin for modernrnly advcne experience, ony ndvcrw e~rience .sboLl1d be 
re'iCY.'ed to detennine if the lo·~•er mllz-giru can be (:(l.nlinued for new bW1ine~. 

(II) 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 

b. 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 !'rame, for 
the re-establishment of adequate margins for 
moderately adverse experience. 

(ii) A description of the review performed that led to the 
statement. 

(b) 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 pro,~de 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 (!)(a). 

(ii) A complete description of experience assumptions and their 
relationship to the initial pricing assumptions. 

Droftinlif Note: ASOP No. tS, t.hc NAfC C:uidance ftlanual for the Rating Asµtcts of Ille Leng-Term Care Ins1~ram:e Jlfodel 
Regulation and the Academy of Act\:lories Prl!.cti<:e Note "Long·Tellll Co.re Insurance, Qnnplin.nce with the NAJC Long·Term 
Care Insurance ~lodel Rerulntie>n Relating to Rate Stability" oU provide deUtils concerning tho key prieins: n!eumptions. 
\:IDderlyini actuarial JUdgment.'I ond tho manner in which e~perience ahCJuld 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 1st 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 (2)(b) must be 
submitted at,least once every three (3) years with the certification. 

Dr.o.(tin8' Note: 'I'he commissioner m.ay wish to ha..-c the nctunrial demon.atrntion rc">'ic~·ed by an indcipcndcnt nctunry in 
LhOlH? instnncc11 whcro the demonstr11t.ion docs not. certify to the maintonuncc of mnrg:1ne, 

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

641-28 

A. The modification or suspension would be in the best interest of the insureds: 

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

c. (1) 

(2) 

(3) 

The modification or suspension is necessary to the development of an 
innovative and reasonable approach for insuring long .. term care: or 

The policy or certificate 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 
special needs or nature of such a community: or 

The modification or suspension is necessary to permit long~tcrm care 
insurance to be sold as part of, or in conjunction \Vith 1 another insurance 
product. 
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Drafdng l'ote: Tbl., provi!!ion i!1 inronded to pro,-ide the comm~sioner with limited di.!.cretion 11nd flexibility to accommodate 
specific nnd inno\·nti\'O long.term care insurnnce products '1.·hich are aho'Pr'll U> be in the- pubUc"e bcllt inle11!!lt. TW pro\"i3ion is 
intended to be u5ed sparingly for th~ p1.1rpoMl. 

Section 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 reser ... es for the 
benefits shall be determined in accordance with [cite the standard valuation law for 
life insurance, which contains a se<:tion referring to "special oonefits" for which 
tables must be appro\'ed by the commissioner]. Claim reserves shall also be 
established in the case when the policy or rider is in claim status. 

Reserves for policies and riders subject to this subsection should be based on the 
multiple decrement model utilizing all relevant decrements except for \•oluntary 
termination rates. Single decrement approximations are acceptable if the calculation 
produces essentially similar reser ... es, if the reserve is clearly more conservative, or if 
the reser\'e is immaterial. The calculations 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 benefit 
be less than the reserves for the life insurance benefit assuming no long-term care 
benefit. 

In the development and calculation of resen-es 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 "'hich have an 
impact on projected claim costs, including, but not limited to, the following: 

(I) Definition of insured e,·ents; 

(2) Co,·ered long·term care facilities; 

(3) Existence of home convalescence care coverage; 

(4) Definition of facilities: 

(5) Existence or absence of barriers to eligibility; 

(6) Premium "·aiver provision; 

(7) Renewability; 

(8) Ability to raise premiums; 

(9) Marketing method; 

(10) Underwriting procedures; 

(11) Claims adjustment procedures; 

(12) Waiting period; 

(13) Maximum benefit; 
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(14) Availability of eligible facilities; 

(15) Margins in claim costs; 

(16) Optional nature of benefit: 

(17) Delay in eligibility for benefit; 

(18) Inflation protection pro..-isions; 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 Model Regulation]. 

Drnfti11g Note: HIPAA npphcs the reserve nicthod to quahlied long·tcrm care contrnct.s that is npplrnd ta· oll in13urancc 
contracts e~ccpt lifo ineurnnce coR'trnctJI, nnn111ty cQntrncts. or nonc.o.nccllable ncc1d~nt nnd health contrncta. 

Section 19. Loss Ratio 
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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 Joss ratio is at least sixty percent (60%), 
calculated in a manner which provides for adequate reserving of the long-term care 
insurance risk. In evaluating the expected loss ratio, due consideration shall be given 
to all relernnt factors, including:. 

(I) 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; 

(5) Expected claim fluctuation: 

(6) Experience refunds, adjustments or dividends; 

(7) Renewability features; 

(8) All appropriate expense factors; 

(9) Interest; 

(IO) Experimental nature of the coverage; 
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(11) Policy reserves; 

(12) ~fo of business by risk classification; and 

(13) Product features such as long elimination periods. 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 is considered to provide reasonable benefits in relation 
to premiums paid, if the policy complies with all of the following provisions: 

(I) 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 interesr rate for cash value accumulations v.·ithout 
long•term care set forth in the policy; 

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

(3) The policy meets the disclosure requirements of Sections 61, 6J, and GK of the 
NAIC Long-Term Care Insurance Model Act; 

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

(5) An actuarial memorandum is flied with the insurance department that 
includes: 

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

(b) A description of the basis for the reserves: 

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

(d) 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; 

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

(0 The estimated average annual premium per policy and the 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 
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statement shall indicate whether the enrollee or any dependent will 
be underwritten and when underwriting occurs; and 

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

Drnrtinti Note: The ICJ.OJS rntio reporting rorm for long·term Cate pollcias thllol wn.s adopted jn 19DO pro\•idea for reporting or 
lose. rntios on group as well ns individual pohciea. 'rhe nmcndmcnt to Section 19 nbovc Vi'h1ch removes the word "individual": 
(l) ronects the rnct thnt loss ratioo. should be roportt'Cl on all policies, Bnd (2) csti\blishcs n GO% loss ratio for both group nnd 
ind.ividl.lnl policies. States mny 'vi.sh to apply 11 higher st<indnt'd thnn 60% to group policfos. 

Section 20. Premium Rate Schedule Increases 

Drafting: Note: Section 20 applieil to policies iS91.lCd for effe<:ti...-e dates prior to the dnte thtll i!. SL'C (6) months a(t~r adoption of 
tht:! amended regulntian incorporating Section 20, l (.oa adopted by the NAIC in 2014). Policies LS.Sued on or alter thnL date 
should adhere to the n.>qlliremcnta of Scctlon 20. 1 in.su:nd of Section 20. Sc-clion 20 and &x:tion 2Q.1 nro identical with the 
elW:ptfone orSubsectioru A, C and G. 

A. This section shall apply as follows: 

(!) 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. l]. 

(2) 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(l) of the NAIC Long-Term Care 
Insurance i\fodel Act], which policy was in force at the time this amended 
regulation became effective, the provisions or 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 include: 

Drafting Note: In Starns whcro the commi.s~ion~r is rcqu1rod Lo ttppro,·c promium rnte schedule increaaes ... ehnll provide 
notice-.. mny be chnngad to "ahnll request nppro\.·ol." Slates should consider wht'Lhcr o tlmc period other than 30 days i.s 
desirable. An nhcrnatO? time period would ho the time- period required for polic)' form oppronil in the opp\icabfo et.n.tc 
re~lauon or law. 
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(1) Information required by Section 9; 

(2) Certification by a qualified actuary that: 

(a) 

(b) 

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; 
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(c} 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 
actuarial memorandum discloses the premium rate schedule increase 
necessary ta make the certification required under Subparagraph (a) 
of this paragraph, the premium rate schedule increase tiling satisfies 
all other requirements of this section, and is, in the opinion of the 
commissioner, in the best interest of policyholders. 

Draftin&' Noce: In an}' compn.ruon of premiums under Section 10.8(2)(e) or Section 20.B(..i.). such lower pn:imium or any 
&u~uent hivher premium based on a sems of increase.s .should net 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 Uled 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 currently available for sale; 

(i) Annual values for the five (5) 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; 

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

(iv) For exceptional increases, 

(lJ 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 pr01ided 
in Section 4A(4} that offsets may exist, the insurer 
shall use appropriate net projected experience; 

(b) Disclosure of how reserves ha,-e been incorporated in this rate 
increase whene1·er the rate increase will trigger contingent benefit 
upon lapse; 

(c) Disclosure of the analysis performed to determine why a rate 
adjustment is necessary, \vhich pricing assumptions ?l·ere not realized 
and whr, 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; 
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(e) In the event that it is necessary to maintain consistent premium 
rates for ne\Y certificates nnd certificates receiving a rate increase, 
the insurer will need to file composite rates rellecting projections of 
new certificates; and 

(0 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 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 information for review [and approval! of the premium rate 
schedule increase by the commissioner. 

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

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

(2) Premium rate 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: 

(3) 

(4) 

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

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

(c) The present value of future projected initial earned premiums times 
fifty-eight percent (58%); and 

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

In the event that a policy form has both exceptional and other increases. the 
values in Paragraph (Z)(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 va1uation interest rate for contra-ct resen·es as specified in 
the [insert reference to state equivalent to the Health Insurance Reserves 
Model Regulation Appendix A, Section IIA]. The actuary shall 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) years and include a comparison of actual results to 
projected "alues. 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 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 premium schedule, lifetime projections, 
as defined in Subsection B(3)(a), shall be filed for review [appro,·al] by the 
commissioner every five (5) years following the end of the required period in 
Subsection D. 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. 

F. (I) 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. 

Draftinc !\'ote: The term!! "a.dequntely match tbe projected e:q><!rience" include moro than B compnri!Qn between octual and 
projected incurred cln~. Other ~.sum1niQO..S. should· obo be taken into ronsidetlltion, indudin:i lapse n1te:5 (including 
mortl'llity), interest rnt.e!, mnl'fln.$ f'or modernt.ely nd\"erae conditions, or nny other o.ssumption.5 u!.ed in the pricing: of tbe 
product. h. is to be e:tpeeted that the octual e:tperienoo will not c~ctly mat.ch the in.surer's projcctiotU, Durini the period that 
projections are monitored as de,s.cribed in Subsections D and E. the commissioner should dell:!rntinc lhnt there ~ not an 
a.dequ11t.e mntch if tb.e difference~ in enrned prernju~ and incurred claim.s are not in the aa.me direction (both ~ctual \'alues 
higher or lower tbao projec:Lfon:i) ot the di.fie re nee aa o. percentage of the projeeted i.si not of the same 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 policies or certificates to which the increase is applicable are 
eligible for the contingent benefit upon lapse, the insurer shall file: 

(I) A plan, subject to commissioner approval, for impro,·ed 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 ha\'e been implemented or are in effect; otherwise the 
commissioner may impose the condition in Subsection Hof this section; and 

(2) The original anticipated lifetime loss ratio, and the premium rate schedule 
increase that would have been calculated according to Subseetion 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 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 
specific policy form or forms; 

(b) 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 lapse 

(2) In the event significant adverse lapsation has occurred, 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 all in force insureds subject to the 
rate increase the option to replace existing coverage \.Yith 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; 

(ii) 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. 

(b) 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: 

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

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

I. If 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, 
prohibit the insurer from either of the following: 

Ora(t.ing Note: Stotcs may wont to consider c."W.rninina: their 1St.ututes to determine whcthct n pcrsiat<?nt practice of filing 
inodequntc initml premium rntea would 00 con1'iderod o .. ·iolnti{)n of the 11tatu'11 unfair trade practice net and subject to tbc 
ponnhil.!8 undor lhnt Act. 
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(I) Filing and marketing comparable coverage for a period of up to five (5) years; 
or 

(2) Offering all other similar coverages and limiting marketing of new 
applications to the products subject to recent premium rate schedule 
increases. 

J. 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: 

(I) The interest credited internally to determine cash value accumulations, 
including long-term care, ii any, are guaranteed not to be less than the 
minimum guaranteed interest rate for cash value accumulations v.-ithout 
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 NAlC's 
Standard Nonforfeiture Law for Individual Deferred Annuities], and 

(c) (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 (cite 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 portion of the policy that pro,;des insurance benefits other than long· 
term care coverage meets the requirements as applicable in the follo\ving: 

(a) Policy illustrations as required by [cite state's life insurance 
illustrations regulation similar to the NAIC's Life Insurance 
Illustrations !I-lode! Regulation]; 

(b) Disclosure requirements in !cite state's annuity disclosure regulation 
similar to the NAIC's Annuity Disclosure Model Regulation]; and 

(c) Disclosure requirements in [cite state's variable annuity regulation 
similar to the NAIC's Model Variable Annuity Regulation]. 

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

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

(b) A description of the basis for the reserves; 
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(c) A summary of the type of policy, benefits, renewability, general 
marketing. method, and limits on ages of issuance; 

(d) A description and a table of each actuarial assumption used. For 
expenses, an insurer must include percent o[ prei;nium dollars per 
policy and dollars pet 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 year for active lives; 

(f) The estimated average annual premium per policy and the 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 i:roup insurance policies as defined in Section 
[insert reference to Section 4E(l) of the NAIC Long-Term Care Insurance Modei'Act] 
where: 

(I) The policies insure 250 or more persons and the policyholder has 5,00() or 
more eligible employees of a single employer; or 

(2) 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. l Premium Rate Schedule Increases for Policies Subject to Loss Ratio Limits 
Related to Original Filings. 

Droft.in1 Note; Seclio11 20. l upplica to J)t)licica i11auud !or offccth·c date~ on or after the dnte thut hi sbc (6) months ofter 
adoption or the umendcd rogulo.ti(ln inoorp0r11t..in;: Section 20. I (as ndo!Jtcd by the NAlC in 2014. Pohc1cs 1er:n1od prior lo thn 
dn1c tb.nt 1.& six (G} moilth.3 after adoption of the amended re~fution should .t:ldhero lo the requirement..!! of Section 20 instead 
of &<:don 20. l. Section 20 and Sei::uon 20. l are idcnt1col with the cin.-epti.on of SubeO'Ction;, A. C and G. 
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A. This section shall apply as follows: 

(I) 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) F'or 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(l) of the NAIC Long-Term Care 
Insurance !lfodel Act]. which policy was in force at the time this amended 
regulation became effective, the provisions of this section shaU 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: 

Draflinl" Xote: In ~W.te& where the com~U>ncr U required to nppro\·e premiutn nue 4Che-dule increases. '"ab.all pro,ide 
cotice" may be cho.cied to ~abnll requesi 11ppro,·al.'" Stt1te~ .Sobould corulder v.·bether a time period other than 30 da)·.s l! 
de.,irable. An nlternnte Lime ~riod "'ould be the time period required for policy form ttppro\'fll in tb1t appli01ble &tate 
N!ruJ.o,tion or la~·-

(I) Information required by Section 9; 

(2) Certification by a qualified actuary that: 

(a) If the requested premium rate schedule increase is implemented and 
the underlying assumptions, which reflect moderately ad•·erse 
conditions, are realized, no further premium rate schedule increases 
are anticipated; 

(b) The premium rate filing is in compliance with the provisions of this 
section; 

(c) 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, 'vithout 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 this 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. 

Dro.fdna Sote: [n any comp.nrioon af premiums under Section I0.8(2)(e) or Section 20.B{4), suc:h lo~·er premium or any 
.subse?quent higher premium b.a.!00 on o. serie5 of incroa.sf.l'~ ebould 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 currently available for sale; 

(i) Annual values for the five (5) years preceding and the three 
(3) years following the valuation date shall be pro,ided 
separately; 
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(ii) The projections shall include the development of the lifetime 
loss ratio, unless the rate increase is an exceptional increase; 

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

(iv) For exceptional increases, 

(I) The projected experience should be limited to the 
increases in claims expenses attributable to the 
approved reasons for the exceptional increas.e; 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; 

(b) Disclosure of how reserves have been incorporated in this rate 
increase whene,·er the rate increase will trigger contingent benefit 
upon lapse: 

(c) Disclosure of the analysis performed to determine why a rate 
adjustment is necessalj', \Vhich pricing assumptions \\'ere 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, undenvriting and claims adjudication 
practices have been take~ into consideration; 

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

(!) 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 
IOB(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 information for review [and approval] of the premium rate 
schedule increase by the commissioner. 

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

(I) Exceptional increases shall provide that seventy percent (70%) of the present 
,·alue 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 such 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 
''alue of the future expected incurred claims, projected 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 the 
greater of (i) fifty-eight percent (58%) and (ii) the lifetime loss ratio 
consistent with the original filing including margins for moderately 
ad"·erse 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 filing including margins for 
moderately adverse experience; and 

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

(3) Expected claims shall be calculated based on the original filing assumptions 
assumed until neon· assumptions are filed as part of a rate increase. New 
assumptions shall be used for all periods beyond each requested effecti,·e 
date <>fa rate increase. Expected claims are calculated for each calendar year 
based on the in-force at the beginning of the calendar year. Expected claims 
shall include margins for moderately adverse experience: either amounts 
included in the claims that were used to determine the lifetime loss ratio 
consistent with the original 51ing 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 (i0%) 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 ad\"erse 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 Appendi.< A. Section IIA]. The actuary shall disclose as part of 
the actuarial memorandum the use of any appropriate averages. 

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) years and include a comparison of actual results to 
projected ,·alues. 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 lieu of 
filing with the commissioner. 
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E. ·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 meet the conditions in Subsection K. 
the projections required by this subsection shall be provided to the policyholder in 
lieu of filing with the commiosioner. 

F. (I) 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 clai111s 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. 

Drn£tiug Note: The tc-rms "'ndequn1cly mntch the projected cxperiC"nce"" inch.ide more than a contpinUon bcLwoon nctunl and 
projected incurred chum,. Other ns~umpuons should n)$0 be tnkcn into co11.91dcrntion, including lapse rooos (including 
mortality), 1ntcrm1t rates, margins for modcrnlnly !ldvcroo conditiona, or 11ny other n.ssunlpt1ons used 1n the pricing or tho 
product. It i.e. to be expected that the actunl cxpcri.cncc 'l'-'ill not cxnctly match the insurer's projix:tions. Durtng the period that 
projcction.!l- nro monitorod as des.cribcd in Subsections D and E. the commissioner should dc~rminc thnt tbcrc la not nn 
ad-0quntc mntch if the difforencce in etirned prcmiulll.'J nnd im:urrcd claims arc not 1n the t!nme direction (both nctual vnlucs 
higher ar lowC!r than projections) or tho difference 03 n pcrccnraga of the projected is not of the same order. 
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(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 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 approvalr 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; 
otherwise the commissioner may impose the condition in Subsection H of this 
section. 

H. (I) For a rate increase filing that meets the following criteria, the commissioner 
shall re,·iew, 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) 

(b) 

(c) 

The rate increase is not the first rate increase requested for the 
specific policy form or forms; 

The rate increase is not an exceptional increase; and 

The majority of the policies or certificates to which the increase is 
applicable are eligible for the contingent benefit upon lapse. 

C 2014 Nnlionnl t~socintion of lnsurnncc Commissioners 

OIC EXHIBIT 5 - Page 42 of 156 



~100.el Regulntion &rvice-41" Quancr 2014 

(2) In the event significant adverse lapsation has occurred, 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 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 shall: 

(i) Be subject to the approval of the commissioner; 

(ii) Be based on actuarially sound principles, but not be based on 
attained ag.e; 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. 

(b) 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: 

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

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

I. If the commissioner determines that the insurer has exhibited a persistent practice 
of filing inadequate initial premium rates for JongMterm care insurance. the 
commissioner may. in addition to the pro,isions of Subsection H of this section, 
prohibit the insurer from either of the following: 

D:rn£tinl' Sote: State.s mny wnc.t to coruiider e:c.amining their e:t.ntut.ee to determine y;·bcther a peni..si.cnt prnctite of filing 
inodcqiiate iniiitll premium nte-& would be considered n \;olation of the atnte'e unfair trade pn.tctke net and subject to the 
pennlties undi!r thnt ai::t. 

(I) Filing and marketing comparable CO\'erage for a period of up to fi,·e (5) years; 
or 

(2) Offering aU other similar coverages and limiting marketing of new 
applications to the products subject to recenL premium rate schedule 
increases. 

J. Subsections A through I shall not apply to policies for which the long-term care 
benefits pro,·ided by the policy are incidental, as defined in Section 4C, if the policy 
complies with all of the following pro,·isions: 

C- 201~ Nationit.I Associtltio11 of lnsurnncc Commi3sionen 641-43 

OIC EXHIBIT 5 - Page 43 of 156 



641-44 

Long:Tc.rm Cnrc lnsuronc(.! l'otodel Regulation 

(1) The interest credited internally to determine cash value accumulations, 
including Jong-term care, if 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 pro,·ides insurance benefits other than long. 
term care coverage meets the nonforreiture require.ments as applicable in any 
of the following: 

(a) [Cite state's standard nonforfeiture law similar to the NAJC'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 

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

(3) The policy meets the disclosure requirements of [cite 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 portion of the policy that pro•ides 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 msurance 
illustrations regulation similar to the NAIC's Life Insurance 
Illustrations Model Regulation); 

(b) Disclosure requirements in. [cite state's annuity disclosure regulation 
similar to the NAJC's Annuity Disclosure lvlodcl Regulation]; and 

(c) Disclosure requirements in [cite state's variable annuity regulation 
similar to the NAIC's Model Variable Annuity Regulation]: 

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

(a) 

(b) 

(c) 

(d) 

(e) 

A description of the basis on which the long-term care rates were 
determined; 

A description. of the b3.sis for the reserves; 

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 
ex1ienses, 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; 
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(0 The estimated average annual premium per policy and the 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 undenvriting 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 resen:es on the 
underlying insurance policy, both for active Jh·es 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(l) of the NAIC Long-Term Care Insurance Model Act) 
\\·here: 

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

(2) 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 21. Filing Requirement 

Prior to an insurer or .similar organization offering group long-term care insurance to a resident of 
this state pursuant to [cite state law equivalent to Section 5 of the Long-Term Care Insurance Model 
Act], it shall file with the commissioner e,·idence 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 entity providing long-term care 
insurance or benefits in this state shall prO\ide a copy of any long-term care 
insurance advertisement intended for use in this state whether through written, 
radio or teI.-·ision medium to the Commissioner of Insurance of this state for re'iew 
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 least three (3) years Crom the date the advertisement was first 
used. 

B. The commissioner may exempt from these requirements any advertising form or 
material \\'hen, in the commissioner's opinion, this requirement may not be 
reasonably applied. 
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Section 23. Standards for Marketing 
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A. Every insurer, health care service plan or other entity marketing long-term care 
insurance coverage in this state, directly or through its producers, shall: 

B. 

(1) 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) E~cessive insurance is not sold or issued. 

(2) 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 revie'\\· carefully all policy limitations. 11 

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

(4) 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 insurance, except that in the case of qualified long-term care 
insurance contracts1 an inquiry into \vhether a prospective applicant or 
enrollee for long-term care insurance has accident and sickness insurance is 
not required. 

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

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

(7) For long-term care health insurance policies and certificates, use the terms 
··noncancellable.i or "level premium" only when the policy or certificate 
conforms to Section 6 A(3) of this regulation. 

(8) Provide an explanation of contingent benefit upon lapse provided for in 
Section 28D(3) and, if applicable, the additional contingent benefit upon 
lapse provided to policies with fLxed or limited premium paying periods in 
Section 280( 4). 

In addition to the practices prohibited in [insert citation to state unfair trade 
practices act]. the following acts and practices are prohibited: 
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(I) 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, forCeit, surrender. 
terminate, retain, pledge, assign, borrO\\' on or tOn\•ert any insurance policy 
or to take out a policy of insurance with another insurer. 

(2) 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. 

(3) Cold lead advertising. lllaking 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. 

(4) Misrepresentation. Misrepresenting a material fact in selling or offering to 
sell a long-term care insurance policy. 

(1) 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 N.>\JC Long-Term Care Insurance Model Act]. when endorsing or 
selling long-term care insurance shall be to educate 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 •"!llanation of the features in the policies or certificates that 
are being endorsed or sold. 

(2) The insurer shall file with the insurance department the follo\\ing material: 

{a) The policy and certificate, 

(b) A corresponding outline of coverage, and 

(c) All advertisements requested by the insurance department. 

(3) The association shall di.sdose in any long-term care insurance solicitation: 

(a) The specific nature and amount of the compensation arrangements 
(including all fees, commissions, administrative fees 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 is.suing the policies were selected. 

(4) If the association and the insurer ha,·e interlocking directorates or trustee 
arrangements, the association shall disclose that fact to its members. 
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(5) 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. 

(6) The association shall also: 

(a) At the time of the association's decision to endorse, engage the 
services of a person with expertise in tongMterm care insurance not 
affiliated with the insurer to conduct an examination of the policies, 
including its benefits, features, and rates and update the 
examination thereafter in the event of material change; 

(b) Actively monitor the marketing efforts of the insurer and its agents; 
and 

(c) Revie\Y and approve all marketing materials or other insurance 
communications used to promote sales or sent to members regarding 
the policies or certificates. 

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

Drafting Note; The mnterinls i!p<icified for filing in thi.9 section aball be itled 1n 11ccordancc with n st.nte"s filing due date~ end 
procedures. 

(7) No group long-term care insurance policy or certificate may be issued to an 
association unless the insurer files with the state insurance department the 
information required in this subsectii.:>n. 

(8) 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 certilies annually that the association has complied with the 
requirements set forth in this subsection. 

(9) Pailure to comply with the filing and certification requirements of this 
section constitutes an unfair trade practice in violation of [insert citation to 
corresponding section of state unfair trade practices act]. 

DrnCting Note: Remember that the Unfuir Trade Proctic-c Act i11 )'01.lt' slutc upplics to long-term cnre insuron~c policic.s nnd 
cr.rtificatcs. 

Section 24. Suitability 
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A. This section shall.not apply to life insurance policies that accelerate benetits for long· 
term care. 

B. E'·ery insurer, health care service plan or other entity marketing long-term care 
insurance (the "issuer) shall: 

(1) 

(2) 

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

Train its agents in the use of its suitability standards; and 
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(3) Maintain a copy of its suitability standards and make them a\·ailable for 
inspection upon request by the commissioner. 

(I) To determine whether the applicant meets the standards developed by the 
issuer. the agent and issuer shall develop procedures 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 co,·erage; 

(b) The applicant's goals or needs with respect to long-term care and the 
advantages and disadvantages of insurance 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 agent is involved. the agent shall make reasonable 
efforts to obtain the information set out in Paragraph (l) abo,·e. 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 a minimum, the information in the format 
contained in Appendix B, in not less than twelve (12) point type. 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 
filed with the commissioner. 

(3) A completed personal worksheet shall be returned to the issuer prior to the 
issuer's consideration of the applicant far 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 di.semination 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 \\'hether 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 
disclosure form entitled "Things You Should Know Before You Buy Long-Term Care 
Insurance" shall be prodded. The form shall be in the format contained in AppendL~ 
C, in not less than tweh-e (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 provide the information, the issuer may 
reject the application. In the alternative, the issuer shall send the applicant a letter 
similar to Appendix D. Howe,·er, if the applicant has declined to pro,·ide financial 
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information, the issuer may use some other method to verify the applicant's intent. 
Either the applicant's returned letter or a record of the alternative method of 
verification shall be made part of the applicant's me. 

H. 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 who did 
not meet the suitability standards, and the number of those who chose to confirm 
after receiving a suitability letter. 

Section 26. Prohibition Against Preexisting Conditions and Probationary Periods in 
Replacement Policies or Certificates 

If a long-term care insurance policy or certificate replaces another long-term care policy or 
certificate, the replacing insurer shall waive any time periods applicable lo preexisting conditions 
and probationary periods in the new long-term care policy for similar benefits to the extent that 
similar exclusions have been satisfied under the original policy. 

Section 26. Availability or New Services or Providers 

A. 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 pre,~ously 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. 

Dr11!tin;1 Note: New long.term car<! .&<!rvii::o.s or provideni tbnt are material in nature shaU not include chnnge.s to policy 
structure; or benefits or. provi~ions th1u nrc minor in nnture. Eii;amplc.s of when notillcntion need not bQ provided include: 
changes. 1n chr:uinnilon periods, OOno.fit pcrioc.ls and benefit nmou11ta. 
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B. Notwithstanding Subsection A abo,·e, notification is not required for any policy 
issued prior to the effectiw date of this section or to any policyholder or 
certificateholder who is currently eligible for benefits. within an elimination period 
or on a claim, or who previously had been in claim status. or who would not be 
eligible to apply for co,·erage due to issue age limitations under the new policy. 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. 

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

(I) 

(2) 

(3) 

By adding a rider to ,the existing policy and charging a separate premium for 
the ne\\" rider based on the insured's attained age; 

By exchanging the existing policy or certificate for one with an issue age 
based on the present age of the insured 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; 

By exchanging the existing policy or certificate for a new policy or certificate 
in which consideration for past insured status shall be recognizecl 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 

(4) Ely an alternative program developed by the insurer that meets the intent of 
this section if the program is filed l'.'ith and approved by the commissioner. 

Drn!ti.n1 Sot~: An example of an actcptnble ahe:rnative provnm i.!! uadcnrritinf conccs.siolt..3. 

D.. An insuter 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 distribution channel" means through a discrete entity, such as a 
financial institution or brokerage, for which specialized products are available that 
are not available for sale to the general public. Policyholders that purchased such a 
new proprietary policy shall be notified when a new long-term care policy series that 
provides coverage for new longRterm care sen;ces or providers material in nature is 
made a,·ailable to that limited distribution channel. 

E. 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 l&A to E of this regulation. 

F. Where the policy is offered through an employer, labor organization, professional. 
trade or occupational association, the required notification in Subsection A above 
shall be made to the offering entity. Howe1·er, if the policy is issued to a group 
defined in Section 4E(4) of the Long· Term Care Insurance i\fodel Act, the notification 
shall be made to each certificateholder. 

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

H. This section does not apply to life insurance policies or riders containing accelerated 
long·term care benefits. 

I. This section shall become effective on or after [insert the effective date of the 
amended regulation]. 

Section 2i. Right to Reduce Co\•erage and Lower Premiums 

A. (l) 

(2) 

F.;very long-term care insurance policy and certificate shall include a 
pro,·ision that allows the policyholder or certificateholder to reduce coverage 
and lower the policy or certificate premium in at least one of the following 
\\·ays: 

(ll) Reducing the maximum benefit; or 

(b) Reducing the daily, weekly or monthly benefit amount. 

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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(3) In the event the reduction 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. 

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

C. The premium for the reduced coverage shall: 

(l) Be based on the same age and underwriting class used to determine the 
premiu1n for the coverage currently in force; and 

(2) Be consistent with the approved rate table. 

D. 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 aner consideration of 
claims paid or payable. 

E. 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 7A(3) of this regulation. 

F. This section does not apply to life insurance policies or riders containing accelerated 
long·term care benefits. 

G. 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]. 

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

(I) An offer to reduce policy benefits provided by the current coverage consistent 
with the requirements of this section; · 

(2) A disclosure stating that all 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. 

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

Drafting Note: Compliance n·ith this Section mny be nccompti.&hod by policy replacement, exchange or by ndding the roqlurcd 
proviBion via nmendment or cndor&emi.?nt to tho polic}'·. 

Section 28. Nonforfeiture Benefit Requirement 

A. This section does not apply to life insurance policies or riders containing accelerated 
long·term care benefits. 
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B. To comply with the requirement to offer a nonforfeiture benefit pursuant to the 
pro,~sions of [insert reference to Section 8 or the NAIC Long-Term Care Insurance 
Model Act]: 

(I) 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 issued without nonforfeiture benefits. The nonforfeiture 
benefit included 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 
described in the Outline of Coverage or other materials given to the 
prospective policyholder. 

C. Ir the offer required to be made under [insert reference to Section 8 of the NAJC 
Long-Term Care Insurance l\lodel 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 fi.•ed or limited premium paying period, the contingent benefit on 
lapse in Subsection 0(4) shall still apply. 

D. ( l) After rejection of the offer required under [insert reference to Section 8 of the 
NAlC Long-Term Care Insurance Model Act]. for individual and group 
policies without nonforfeiture benefits issued alter the effective date or this 
section, the insurer shall pro,·ide a contingent benefit upon lapse. 

(2) In the event a group policyholder elects to make the nonforfeiture benefit an 
option to the certil'icateholder, a certificate shall provide either the 
non forfeiture benefit 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 results in a cumulath·e increase 
of the annual premium 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, policyholders shall be 
notified at least thirty (30) days prior to the due date or the premium 
reflecting the rate increase. 
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Triggers for a Substantial Premium Increase 
Percent Increase Over 

Iasue A~e Initial Premium 
29 and under 200% 
30-34 190% 
35-39 170% 
40-44 150% 
45-49 130% 
50-54 110% 
55-59 90% 
60 70% 
61 66% 
62 62% 
63 58% 
64 54% 
55, 50% 
66 48% 
67 46% 
68 44% 

Triggers for a Substantial Premium Increase 

Issue Age 
69 
70 
71 
72 
73 
74 
75 
76 
77 
78 
79 

.so 
81 
82 
83 
84 
85 
86 
87 
88 
89 
90 and O\•er 

Percent Increase Over 
Initial Premium 
42% 
40% 
38% 
36% 
34% 
32% 
30% 
28% 
26% 
24% 
22% 
20% 
19% 
18% 
17% 
16% 
15% 
14% 
13% 
12% 
11% 
10% 

A contingent benefit on lapse shall also be triggered for policies with a faed 
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 below based on the insured'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 (G)(b) is forty percent (40%) or more. 
Unless otherwise required, policyholders 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 

Issue Age 
Under 65 

65-80 
Over 80 

Percent Increase 
Over Initial Premjum 

50% 
30% 
10% 

This pro\~sion 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. 

(5} 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 
premium payments are not increased; 

OrQfdn1 .Sote: The i.nsured's right to l"educe policy· beaefit..a: in the e\·ent of the premium inen::n~ doc~ not affect any other 
riibt UJ elect a reducti<in in benefi~ pro,,;ded u.nder the policy. 

(b) Offer to com·ert the coverage to a paid-up status with a shortened 
benefit period in accordance with the terms of Subsection E. This 
option may be electe.d at any time during the 120-day period 
referenced in Subsection D(3); and 

(c) Notify 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) abo,·e unless the automatic option in Paragraph 
(6)(c) applies. 

(6) 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 prm;ded by the current coverage 
consistent with the requirements of Section 27 so that required 
premium payments are not increased; 

Drott.in• ~ote: Tb~ in.!urcd's right to redure policy benefiu in the e\·ent <Jf the premium incrense doe.9 not affect any other 
right to elect a reduci.ion in benefit-3 pra,,ided under the policy. 

(b) Offer to con\·ert the coverage to a paid-up status where the amount 
parable for each benefit is ninety percent (90%) of the amount 
payable in effect immediately prior to lapse times the ratio of the 
number of completed months of paid premiums 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 Subsection D(4) 
shall 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 issued in this state on or after [insert date that 
is 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: 

(I) 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 (50), and at least three percent (3%) per 
year beyond age fifty (50). 

(2) 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 benefits (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 dollars or days of benefits shall be 
determined as specified in Paragraph (3). 

(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 nonforfeiture 
credit is subject lo the limitation of Subsection F. 

(4) (a) The nonforfeiture benefit shall begin not 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 
(3) years as well as thereafter. 

(b) Notwithstanding 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 
issue date; or 
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(ii) The end of the second year following the date the policy or 
certificate is no longer subject to attained age rating. 

(5) 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 certificate. 

F. AU 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: 

(I) Except as pro\ided in Paragraph (2) and (3) below, the pro\isions of this . 
.section apply to any long-term care policy issued in this state on or after the 
effective date of this amended regulation. 

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

(3) The last sentence in Subsection C and Subsections 0(4) and 0(6) shall apply 
to any long·term care insurance policy or certificate issued in this state after 
six (6) months after their adoption, except new certificates on a group policy 
as defined in Subsection 4E(l) one year after adoption. 

[. Premiums charged for a policy or certificate containing nonforfeiture benefits or a 
contingent benefit 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 determine whether contingent nonforfeiture upon lapse prO\'isions are triggered 
under Subsection 0(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 annual premium paid by 
the insured when the policy was first purchased from the original insurer. 

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

(I) The nonforfeiture pro,ision shall be appropriately captioned: 

(2) The nonforfeiture provision shall provide a benefit a•·ailable in the event of a 
default in the payment of any premiums and shall 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 refle<:ted in 
changes in rates for premium paying contracts appro\'ed 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; 

(c) Shortened benefit period; or 

(d) Other similar offerings approved by the commissioner. 

Section 29. Standards for Benefit Triggers 

641-58 

A. A long-term 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 in the ability to perform not more than 
three (3) of the activities of daily living or the presence .of cognitive impairment. 

B. (!) 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 

(1) Transferring; 

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

C. 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 lieu of, the requirements contained in Subsections A and B. 

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

E. 

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

(2) If the deficiency is due to the presence of a cognitive impairment, supervision 
or verbal 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 care insurance policies shaU include a clear description of the process for 
appealing and resolving benefit determinations. 

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

(I) Except as pro,ided 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 after the effecti,·e date of this section, under a 
group Jong-term care insurance policy as defined in Section [insert reference 
to Section 4E(l) of the Long-Term Care Insurance \\lode! Act] that was in 
force at the time this amended regulation became effective, the pro,isions of 
this section shall not apply. 

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

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

(I) "Qualified long-term care services" means senices that meet the 
requirements of Section 7702(c)(l) 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 
practitioner. 

(2) (a) "Chronically ill individual" has the meaning prescribed for this term 
by section 7702B(c)(2) of the Internal Revenue Code of 1986, 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) acfoities of daily lhing 
for a period of at least ninety (90) days due to a loss of 
functional capacity; or 

(ii) Requiring substantial supervJS1on to protect the individual 
from threats to health and safety due to severe cognitive 
impairment. 

Dr•ftin1 Soie: \\"ith re~pect t0 the aeti .. itie~ of daily lh"ing (AOL) benefit 'trigger, HIP . .\.·\ pro .. ;dcs that tax-qualified 
contmc;U mu.st t:d.e into aCOJunt at l~t 6\'t!' of the ~ix AOLil ii:pccilied in Section 298. Thiti model reiul.ation require3 ihfu 
eliiibilit)" for pa)·ment of benefits be no moro re~tricth·e thnn req1drinr n deficiency in the abilit}" to perform not m(ni! th.an 
three AD~. of 'he eL" listed. Tbu.5, in this rega.rd., n contract tho.t complie.3 with this ~lation ..,,.ill also be- tt1x-qut1li.fied. 
States do not need to nller their rorul.a.tiaa5 from thjj, model reiiulntion with reapcct to the .ADL trifier fo:r ttu-qunlificd 
oontrneui. 
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(b) The term "chronically ill individual" 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 practitioner" means a physician, as defined in Section 
186 l(r)(l) of the Social Security Act, a registered professional nurse, 
licensed social worker or other individual who meets requirements 
prescribed by the Secretary of the Treasury. 

(4) "~Iaintenance or personal care services" means any care the primary purpose 
of which is the provision of needed assistance with any of the disabilities as a 
result of which the individual is a chronically ill indi,·idual (including the 
protection from threats to health and safety due to severe cognitive 
impairment). 

Drn£tf.n1" Note: Terms used in tha definition or ll "'chronically ill lndividunl," 8l1Ch ll& Sl1.b9tanlial 8!!5i.!tanco, logs. of fum:tionnl 
co.pacity, attbstantial eupen·iaion and ooverc. cognitiYe im.piurment. nre not defined by the Internal Re\·enuc Code of 1986, as 
amended, l\lthough the men.ning of the terms hos ~n addressed by Trea3ury Depnrt.m<int und Internal Rcve>n\:lc Service 
guidnncc. The roquiroment thu.t nn insured be certified na n dtronieally ill indh1idunl nt leD8t once every 12 motu.M by a 
lieell.$ed health care practitioner doos not pr(!(:lude an i~urcr from requiring more Crequent n:osesamenta of nn insurcd's 
condition 1n order to determine whether benefit.a nrc pB}'nblc under n contract. However. suues nro also fret" ta limit a.n 
iruiurer'11 ability to perform more frequent nsscs~merna '\\'ithout nrrceting the ta.x-qunlificd e.t.atus of the wntract. 

Qualil'ied long.term care iruurancc contract.a that pay bcnefiui upon n fo3:0 of functional capacity must include 11 pro\'l.sion for 
tngg~nne bcnofi~ thni. is differnnt from thDt found in Si?<:tion 29 of this modal rciu1ntton. The Internal Revenue Service has 
stated that the 90·day requirem1?nt under tb.is benefit trigger doos not establish n waiting period before which OOncfita may be 
pa.id er heforo '"·h.ich ;0crvices mas oonetitutc qualified long.term cBre eerv1een. 

Under Seed.on 7702Il of the lntcrnnJ Renl·nuc Code, ns r:1mendcd, only .. licensed hcalLh care practitioners,. cnn certiry that nn 
insured i.s a chronicnUy ill indi\it;lunl. This torm includes only phys1cuu\..9 (within the meaning of SceLion lSGl(r)(l) of the 
Sociul S(!(;urit:i.· Act), re'jfistcred profossionnl nuni.cs and licc~d .socin! v.orkcrs. 

Section 77028 doos not preeludc a contract from spec~·ing !l subd-Ot of ~liceflS{ld henlth care prnctit1011ers .. who cnn perform 
certification~. e.g., only physicians .... ·ithin the meaning o( Section 18(1 l(r){l) of the Social Security .-\ct that nrc approved by the 
insurance company. The Secretary of the Trcn!!Ul'}' may in rcgulntions expand the types of indhi:duals who aro considered 
~licensed health care proctitionero." 

Section 7702Il(c)(2) states that Dn individual wiU be considered chronically ill if be or she ia certified by n licensed health care 
practitioner as hn\"ing n le\"el of dui.nbilitr similar (as dctcnnincd under rc1n1lntions prosc:nbcd by the Secretary Qf the 
Treasury in conault.ntion with the Sccretnry·of Health and Human Services) to the le\·cl of di<robility deocriOOd in Section 
7702B(c)(2)(A)(i) ($C(tion 30C of this regulation). At pn::Wnt, th<i Secretary of the Treasury hA~ prescribed no such stnndard. 
FedernI tax 1nw does not reQuire a qunlificJ lonj:·term cnre insurance contract to include this benefit tngger in the contrnct. In 
addition. this model rciulation docs not mandBtc inclusion of this undefined benefit trifger in policies tH the prcsunl time. If 
the Trensury Dcpartmant prescribe~ nn ndditionnl benefit tri:gger in the future. -considcr"ation will ho g1\"c11 at that time to 
making llipproprmte nm-endm1?U~ to thaa regulation. 

B. A qualified long term care insurance contract shall pay only for qualified long·term 
care services received by a chronically ill individual prm·ided pursuant to a plan of 
care prescribed by a licensed health care practitioner. 

Drafting Notr!: The !cdcrnl t,a;'( rcqlliremente for the term "qualified long-term care services~ hna be!l'n added to useist st..ntcs 
in regul1'tinl!: qunlifiad long-term cnro 1ru.iurnncc contracts, whlch nrc defined 1n Section 7702B{b) of the lntcrn.nl Rt!vcn1.1e 
Code of 1986, na nm-ended. The [ntem!!il Re1Jcnue Code of 198_6 is subject to amendment by Congrc'IB and to intcrprcta.tion by 
the Tre::isury Depnrtmr:at, the lntcrnJ:\I Rc\"cnue Senri<:e nnd the courn. 

Since n qualifi(!d lon;-tcrm care in.surance contrn<:t con provide in.surnnce CO\'eragc '"only'" for qualified long-term care 11cnice:>, 
and &uch scn·icea arc ones required by o ~chronicnllr ill indiridu.nl: benefits from .such a controct can onl)' 00 pro\"ided to an 
indnidunl who is chronically ill. Federal wx lnw does not, howc\·or. prohibit the pro\·ision of co\·erage of some, but not nil. 
q11a.lified lon11-tcrm core ser..-icc.s. Thu:;i. a contract mnr co..-cr on!)· nuniing home a.cn:iccs or limit benefits to thooc pcI'formed 
by el1giblc pro\·idcni consistent with the rcquircmen~ of fodcnil 1.ax low. Likowisn, the fo<loral tax Ill.\\" doctl nol preclude n 
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C(llltTo.Cl from .!ipetif)riDi the need for hands-«ln U!ist.a.nce for pUrp(>M!! or determining whether the in.sured C4.D perform nn 
BCtivit)' or daily lhing. Uoder this regulation, b01i\'C\"er, ben~:!it triggern requirinr great.er degree! of imp11irmenl than the 
minimum &t.nndard estobllihed b)" federal tax la\\' aro permitted only to tho o:..:tcnt othern•i.w ooll!istellt with thi,, rerulation 
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 acthities of daily Living for 
an expected period of at least ninety (90) days due to a loss of functional capacity or 
to severe cogniti\.'e impairment. 

Draf'ti~s Sotc: Section ii02B of the Internal Revenue Code of 1986, 11s amendl?d.. include& &l provision for tri&gerini' benefit& 
tb.nt i3 different from that found in Section 29 of thb model ~gulntion. The definitioJl!. ug,ed in the tri~ring c! OOnefiu in 
Section 7j02B (substantinl ossilltauce, lo.!.! of functional cap.aci1>". auNtantinJ 11upenision and ge,·ere CQiDitive impairment) 
have heen defined in euidance promuletitcd by the Dcpa.rtment of the Treasury. 

D. Certifications regarding acti\'ities of daily li'ing and cognitive impairment required 
pursuant to Subsection C shall be performed by the following licensed or certified 
professionals: physicians, registered professional nurses, licensed social workers, or 
other indhiduals 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 nocessary 
"ith respect to a specific claim, except that when a licensed health care practitioner 
has certified that an insured is unable to perform acti,ities of daily lhing for an 
expected period of at least ninety (90) days due to a loss of functional capacity 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 31. Appealing An Insurer's Determination That The Benefit Trigger Is Kot Met. 

Draftinr Sote: Consistent witb tbE ~ . .\IC model low procedures rc'\-ised 11nd adopted by tho N.-\.IC in Sep~mber 2008, tbe.s.e 
ro\Uion.s w th(.I lA:ine·T~rm. Core Iruuronoo ~lodel Jlerulntion pro,idc minimum rciuh1ton· 11tond.tirru for indeperidcnt ro\.;ov.· 
of be-nefit tririer determino.tioru. The rel;\llatory provisions ond procedures act forth in this &«tioo oro the minimum 
national standard for benefii triner independent review. N'othing in tbf! regulation would, nor i! it tbe interit of the~ 
f'C\i.sioM to, prohibit a .SUlto that ~pportad these model re'-isianJ from enneting rcgulntioll.!- that go beyond thi.9 minimum 
standard to pro,;de for 111 lo.trer tole a.:od erenter in\"Ol\'emeot fo-r in!urnnce depnrtroenta in tho independent n?\°ieW Pl"Oee!3. 
In det.erminine lhe U!e of the.se minimum stand11rd!: for any federal legislation or regulation.s petulinina: to long·ten:n ca.re 
in.s1.u·unce, pelicymttkers ahould 'ie•· th~ ni!J minimum standanLi nnd not prohibit state3 from entlctinr etandard! th.at iO 
lx!)·ond thea.e Q:Linimum.9. 

A. For purposes of this se~tion. "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: 

(I) A person to whom a cov.ered person has given e~press written consent to 
represent the covered person in an external re\iey,·; 

(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 is unable to pro,·ide 
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; 

(2) The insured's right to internal appeal in accordance with subsection C, and 
the right to submit new c>r additional information relating to the benefit 
trigger denial with the appeal request; and 

(3) The insured's right, after 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 benefit trigger determination by sending a written request to 
the insurer, along with any additional supporting information, within 120 calendar 
days aft~r the insured and the insured's authorized representative, if applicable, 
recei\·es the insurer's benefit determination notice. The internal appeal shall be 
considered 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 'oYhich a final determination can be 1nade. 

(I) 

(2) 

(3) 

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 described in this 
subsectiOn. 

If the insurer's original determination is upheld after the internal appeal 
process has been exhausted, and new or additional information has not been 
pro..-ided to the insurer, the insurer shall provide a written description of the 
irisured's right to request an independent rev'iew of the benefit determination 
as described in Subsection D to the insured and the insured's authorized 
representative, if applicable. 

As part of the written description of the insured's right to request 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 
•vritten request for independent review to us 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 this 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 re,'iews. 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 revie\v to it."' 

Dr11ftinr Sote: StaWI ihnt do not mnio.to.in a fut of q\lalified independl'.'Dl rc";ew orgoo.iutions to ro"'iov.· long-term care 
benefit tri1w-er deci.$ion.!1 ehould modify tbe longi.ioro in parniro.pb (3) accotd.ina:ly. 

(4) If the insurer does not believe the benefit trigger 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 re,'iew 
ineligibility. 

(5) The appeal process described in Subsection C is not deemed to be a 'new 
service or prot'ider· 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) Request. The insured or the insured's authorized representative may request 
an independent re,;ew of the insurer's benefit trigger determination after the 
internal appeal process outlined in Subsection C bas been exhausted. A 
written request for independent review may be made by the insured or the 
insured's authorized representath·e 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. 

(2) Cost. The cost of the independent review shall be borne by the insurer. 

(3) Independent Review Process. 

(a) Within five (5) business days of receh;ng a written request for 
independent review, the insurer shall refer the request to the 
independent re,;ew 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 appro\'ed independent revie\Y organization to perform the 
reviev·r. the insurer shall choose an independent re\i.e~· organization 
approved or certified by the state. The insurer shall vary its selection 
of authodzed independent review organizations on a rotating basis. 

(b) The insurer shall refer the request for independent re,;ew of a 
benefit trigger determination to an independent re,;ew 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 
satisfy the requirements of a qualified long-term care 
insurance independent review organization contained in this 
section; 

(ii) The independent review organization shall not have any 
conflicts of interest with the insured, the insured's authorized 
representative, ~£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 informotion or 
documentation considered as part of the internal oppeal 
process. 

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

(d) 

(e) 

(i) 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. 

(ii) 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. 

(iii) If the insurer maintains its denial after such review, the 
independent r-cview organization shall continue its re 1:ie\v. 
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. 

The insurer shall acknowledge in writing to the insured and the 
insured's authorized representative. if applicable, and the 
commissioner that the request for independent review has been 
received, accepted and forwarded to an independent review 
organization for revie\v. Such notice \viii include the name and 
address of the independent revie\v organization. 

Within five (5) 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 .identify the type of 
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licensed health care professional assigned to the review. The 
assigned independent re,iew organization shall include in the notice 
a statement that the insured or the insured's authorized 
representative may submit in writing to the independent re\iew 
organization within seven (7) days follo.,·ing the date of receipt of the 
notice additional information and supporting documentation that the 
independent reYiew organization should consider when conducting its 
revie\\~. 

(I) The independent review organization shall re\'iew 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 re,iew, if it 
is not part of the information or documentation submitted by the 
insurer to the independent review organization. The insurer shall 
re,·ie"· the information and provide its analysis of the new 
information in accordance with Subparagraph (h). 

(g) The insured or the insured's authorized representative may submit, 
at any time, new or additional information not pre\'iously provided to 
the insurer but peninent to the benefit trigger denial. The insurer 
shall consider such information and affirm or overturn its benefit 
trigger 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 
re\'iew, along with the insurer's analysis of such information. · 

(h) If the insurer overturns 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 

(ii) The independent re\'iew process shall immediately cease. 

(i) The independent review organization shall pro,'ide the insured and 
the insured's authorized representative, if applicable, the insurer and 
the commissioner v11ritten notice of its decision, within 30 calendar 
days from receipt of the referral referenced in Paragraph (3)(b). If the 
independent re\iev.· organization o\·erturns the insurer's decision, it 
shall: 

(i) Establish the precise date within the specific period of time 
under review that the benefit trigger was deemed to ha,·e 
been met; 

(ii) Specify the specific period of time under re,iew 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, pro,·ide 
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 lll individual. 

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

(k) The independent review organization's determination shall be used 
solely to establish liability for beneC.t trigger decisions, and is 
intended to be admissible in any proceeding only to the extent it 
establishes the eligibility of benefits payable. 

(I) 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 insurer's decision. 

(m) 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: Stalc/1 thnt dQ not mnintn.in n li8t. of qunlifiod tndopcndont revic\\" orgnnizatfoM to re\·tcw long-term cnrv 
benefit trigger decisions or hove another mcchnnism for certifying or 11pproV1ng independent review orgnnizntwns, 11hould 
replAcc th-0 lang-uuge in Subparnitroph (m) wilh th.a following: 

The iruiurnm::e department shall accept another a.t.ate'e certi.fiea.tlon of nn indeJ>()ndent review orgnnizofic.>n, provided such 
state requires the indcpcndent rc••iow o~n.nizntion to n1eet subst.nntinlly similnr qunlifiCntion.s ns thoac containll'd in 
Appendix H. 

641-66 

(n) The commissioner shall maintain and periodically update a list of 
approved independent revie\V organizations. 

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

(I) 

(2) 

(3) 

(4) 

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, neurology, 
physical medicine and rehabilitation) to conduct the revie"·· 

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 care to the insured. 

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

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

(6) Pro,ide a description of the fees to be charged by it for independent reviews 
of a long-term care insurance benefit trigger decision. Such fees shaU be 
reasonable and customary for the type of long-term care insurance benefit 
trigger decision under review. 

(7) Provide the name of the medical director or health care professional 
responsible for the supen·ision and oversight of the independent re,iew 
procedure. 

(8) Have on staff or contract \\"ith a licensed health care practitioner, as defined 
by Section 7702B(c)(4) of the Internal Revenue Code of 1986. as amended, 
who is qualified to certify that an individual is chronically ill for purposes of 
a qualified long-term care insurance contract. 

F. Maintenance of Records and Reporting Obligations by Independent Re,iew 
Organizations. Each certified independent review organization shaU comply with 
the follo\\·ing: 

(I) Maintain written documentation establishing the date it receives a request 
for independent review, the date each review is conducted. 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. 

(2) 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. 

{3) Report annually to the commissioner, by June I. in the aggregate and for 
each long·term care insurer all of the following: 

(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 o,·erturned the 
Jong-term care insurer"s determination that the benefit trigger was 
not met); 

(c) The number of re,iews withdrawn prior to re,·iew: 

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

Drafting Note: Sttitcs may w~h to con.eider the mechanism lO be used for o\'tlroight of independent rovic\\' entitleil o.ctiv1tic.s 
as they rolalc w the rc\;ew or long-term cnro in3urnnco bonC!fil trigeer dccialon&. Spocificnll)·, .st.ntes will need to consider 
whethfl:r the O\'ennght mechanism 11hould be stnlutory, rcgult1uny or contractunlly baaed (l.e., in the stn.tc's contract with the 
independent ro,·iew orgnni.ui.tion) to ePQCU)· 6u-e:h dcLnils as lhe term of .-ny stnte nppro\'nl or certification of on independent 
ro\'lew orgnni:zn.uon, privacy protc-ction.s nffordcd protected he.-lth information. com111itmcnt to re\·iew OOncfit tril{gcr decisions 
within the proaeribcd regulatory timefrnmc. notice requ1romcnl.$ to the et.ate ahould the independent review entity ccoi!C: to 
meet the quuhfie.Qt1ons required of an independent review orgunlzntion for long·term cure insurance benefit trigger dec1siona, 
and to eat.l.lbli.sb a reporting mechanism by "1.'hich indcpcndcn~ review organization f'CJ>Qrt to the commissioner on the number 
of requei3ts received for indopcndent review of long·tcrm care ben~fit trigger decisions in the nmrrcgatc and from ca.ch tong· 
term cnre insurer. nnd 1.he resolution of such review (e.g .. llphold ineurcr benefit trigger denial, overturn insurer benefit 
lrigier 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: 

(I) An insured'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 a 
long-term care insurance policy. 

I. Conflict with Other Laws. The prov1s1ons 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 

641-68 

A For purposes of this section: 

(1) "Claim" means a request for payment of benefits under an in-force policy, 
regardless 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 claim that has no defect M 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 on 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 notice acknowledging the date of receipt of the claim 
and one of the following: 

(!) 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. 

C. 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 claim. or send a written notice that the 
insurer is declining to pay all or part of the claim, and the specific reason or reasons 
for denial. 

D. 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 or the claim that should ha,-e been paid 
but that remains unpaid forty-fi,·e (45) business days 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 person who filed the original claim to 
make any additional claim for such interest. 

E. The pro,'isions of Section 32 shall not apply where the insurer has a reasonable basis 
supported by specific information that such claim was fraudulently submitted. 

F. Any ,;olation of this regulation by an insurer if committed flagrantly and in 
conscious disregard of the prmisions of this regulation or with such frequency as to 
constitute a general business practice shall be considered a \-iolation of the (insert 
reference to state law equivalent to the NAJC Unfair Trade Practices Model Act.] 

G. The pro,-isions of Section 32 supersedes any other claim payment requirement found 
in [insert reference to state prompt payment law]. 

Section 33. Standard Format Outline of Coverage 

This section of the regulation implements. interprets and makes specific, the provisions of [Section 
6G of the Long-Term Care Insurance Model Act] [cite pro,ision of la"- requiring the commissioner to 
prescribe the format and content of an outline or coverage] in prescribing a standard format and the 
content of an outline of coverage. 

A. The outline of coverage shall be a free-standing document, using no smaller than ten­
point type. 

B. The outline 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 that pro,-ide prominence equivalent to the 
capitalization or underscoring. 

D. Use of the text and sequence of text or the standard format outline or 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 
[Policy 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 ~s 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] (enrollment 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 no\v, before a claim arises! If, for any reason, any of your ans\vers are incorrect, contact 
the company at this address: [insert address) 

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

2. PURPOSE OF OUTLINE OF COVERAGE. This outline of coverage provides a very brief 
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 co\'erage. 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 CO\'erage, or any other coverage, it is important that you READ YOUR 
POLICY (OR CERTIFICATE) CAREFULLY! 

3. FEDERAL TAX CONSEQUENCES. 

This [POLICY! [CERTIFICATE] is intended to be a federally tax-qualified long-term care 
insurance contract under Secti'on 7702B(b) of the Internal Revenue Code of 1986, as 
amended. 

OR 

Federal Ta" Implications of this [POLIC"ll [CERTIFICATEJ. This [POL!C'tl 
[CERTIFICATE! is not intended to be a federally tax-qualified long-term care insurance 
contract under Section 7702B(b) of the Internal Revenue Code of 1986 as amended. Benefits 
received under the [POLICY] [CERTIFICATE] may be taxable as income. 

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

(a) 

641-70 

[For long-term care health insurance policies or certificates describe one of the 
following permissible policy renewability provisions: 
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(1) Policies and certificates that are guaranteed renewable shaU 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 ill.\ Y 
INCREASE THE PREilllUill YOU PAY. 

(2) [Policies and certificates that are noncanceUable shall contain the following 
statement:] RENEWABILITY: THIS POLICY [CERTIFlCATEj IS 
NONCANCELLABLE. This means that you have the right, subject to the 
terms of )'our policy, 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 and cannot change the premium you currently pay. Howe,·er, if your 
policy contains an inflation protection feature where you choose to increase 
your benefits, [Company Name! may increase your premium at that time for 
those additional benefits. 

(b) [For group coverage. specifically describe continuation/conversion pro,isions 
applicable to the certilicate and group policy;! 

(c) [Describe waiver of premium pro,·isions or state that there are not such provisions.) 

5. TERMS UNDER WHICH THE COMPANY MAY CHANGE PREMIUMS. 

[In bold type larger than the ma.i;imum type required to be used for the other prO\isions or 
the outline of coverage, state whether or not the company has a right to change the 
premium, and if a right exists, describe clear!)' and concisely each circumstance under which 
the premium may change.) 

6. TERMS UNDER \VHJCH THE POLICY OR CERTIFICATE MAY BE RETUR}.;'ED A:\;'D 
PRE~fiUillRE~'IJED. 

(a) [Pro,·ide a brief description of the right to retum-"free look" pro,ision of the policy.] 

(b) [Include a switement that the policy either does or does not contain pro\isions 
prmiding for a refund or partial refund of premium upon the death of an insured or 
surrender of the policy or certificate. If the policy contains such provisions, include a 
description ofthem.J 

7. THIS IS NOT MEDICARE SUPPLEMENT COVERAGE. If you are eligible for .Medicare, 
review the Medicare 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. 

(b) [For direct response! [insert company name] is not representing Medicare, the 
federal government or any state government. 

8. LONG-TERM CARE COVERAGE. Policies of this category are designed to provide coverage 
for one or more necessary or medically necessary diagnostic, pre'v·enti\'e, therapeutic, 
rehabilitative, maintenance, or personal care services, provided in a setting other than an 
acute care unit or a hospital, such as in a nursing home, in the community or in the home. 
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Thie 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 ifthe policy is not an indemnity policy.] 

9. BENEFITS PROVJDED BY THIS POLICY. 

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

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

(c) [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 must 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 benefits, this too must be specified.} 

10. LIMITATIONS AND EXCLUSIONS. 

[Describe: 

(a) Preexisting 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, etc.); 

(d) Exclusions and exceptions; 

(e) Limitations.] 

[This section should provide a brief specific description of any policy provisions which limit, 
exclude, restrict, reduce, delay, or in any other manner operate to qualify payment of the 
benefits described in Number 6 above.] 

THIS POLICY l\IAY NOT COVER ALL THE EXPENSES ASSOCIATED WITH YOUR 
LONG-TERM CARE NEEDS. 

I!. 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 benefit level will not increase over time; 

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

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

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

12. . ALZHEIMER'S DISEASE A:'llD 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 bene5ts for such an insured.) 

13. PREMil..i~I. 

[(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.) 

14. ADDITIONAL FEATURES. 

((a) Indicate if medical underwriting is used; 

(b) Describe other important features.] 

15. CONTACT THE STATE SE1"10R HE.ALTH INSUR....,'<CE ASSISTANCE PROGRAM IF 
YOU H...\VE GENERAL QUESTIONS REGARDING LONG-TERM CARE INSURANCE. 
CONTACT THE INSURANCE COMPA:\o'Y IF YOU H...\VE 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 I nsu ranee Commissioners. or a guide developed or approved by the 
commissioner. shall be pro\~ded to all prospective applicants of a long-term care 
insurance policy or certificate. 

(!) In the case of agent solicitations, an agent must deliver the shopper's guide 
prior to the presentation of an application or enrollment form. 

(2) In the case of direct response solicitations, the shopper's guide must be 
presented in conjunction 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 under [cite for Section 6 of Long-Term Care Insurance Model Act]. 
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Section 35. Penalties 

In addition to any other penalties provided by the laws of this 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. 

Drnftin1r Nole: The intent of lhis section i.!! to authon1.c 8eparn1e £'1ne.s for both tho company nnd the ngent in the amounts 
e:u ggea ted o hove. 

OPTIONAL PROVISION 

Section [ ]. 

A. 

B. 

c. 

D. 

Permitted Compensation Arrangements 

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

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 
reasonable number ofrenewal years. 

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

For purposes of this section, .ccompensation" 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 foes. 

Drafting Note: The NAJC rccognizca th111t long.term c.o.te inll-ur11nce ~in an evoh1tianBr)' stnge. 'The product mnrkat noo<ls to 
be nblc to dovolop in ord-0r to be renpon!i\'C to tha n<icds of coruumera. In nddition, since lon(t·lerm en~ ~nBurnnce 11.nd long. 
tenn cnrc inaiuruncc regulations nro conllnunlly <:bnnging, a !It.ate should consider tho fo.ct that not oil ropln.cement.s are 
iropro~r. 

The N:\IC also recogni1.¢s 1bnt current!~·. long·tenn care insurance product.a. nro being primarily sold to tha ecnior citizen 
market, a market that hns been identified na being susooptibfo to obu~ivc marketing practices. En response, the NAIC hn3 
ndoptcd con1;1umcr protection nmcndm!.!nt.3 in its model regulutlon for !\lcdicnro supplcnwnt i11:1urance. The fo.lcd1~re 
supplement insurnnoo model regulation limit.a agents' compenAAtion in order to nddress the p0tonlinl for nuU'kcting o.buac& 
resulting from the lo~c difference betwc-cn first ycnr nnd renewnl commi.s:'!ions. · 

lfa slate hclic\·cs thnt there i~ e\'1dcncc dint the long-term care insumnce rnarkot ia experiencing ~1milar nbu~11. it mils wish 
to consider ndopting the optional a.g:t!nt comp<Jnsntion pro\-iaion nbo\"C. 

In considcdng the~ ugcnt compenantfon limitoti-0n~. 1;1tatca !!-hould reco11"nh.c the eme~n~ nPture of the long:·term cure 
im~urance market. Long-term care insurnn~ i11 e\·olving nlong both ltenlth 1nsurnncc indemnity and life inaurunoo lincil. A 
.st.ate mny wnnt to con~id<ir thnt. since hfc insurnncc produc~ u~unlly cont.Din no11(orfeiluro ond cash vnlue nccumulntion 
feature.a nnd ure normally targeted to I\ younger oge group thllr'I long-term cnre 1ndemn1ty produc~. such life in.surnnc:e 
products could be exempted Crom tltcsc com~n.sntion limitlltion roqu1romenu. 

The compon~ntion pro\•ision such ns pro\·idcd nbo\•c should not be enncted in lieu of the penalty and other consumer pl"Qteet1on 
provision:> cont.J:uned in tho rogu.lntion. but in nddition t-0 them_ 
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