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Senate Committee an
$ealtf), education ati Social £eliay
TO: MEMBERS OF THE SENATE HEALTH, EDUCATION AND SOCIAL
SERVICES COMMITTEE.
FROM: SENATOR PAUL FISCHER, CHAIRMAN
DATE: JANUARY 22, 1990
RE: SB 315 - LONG TERM CARE INSURANCE.

THIS BILL IS BASED UPON A MODEL ACT DEVELOPED BY THE NATIONAL
ASSOCIATION OF INSURANCE COMMISSIONERS. IT ESSENTIALLY ALLOWS
PROVIDERS TO DELIVER LONG TERM CARE INSURANCE IN THE STATE OF
ALASKA. "GERTAAN-REQUIREMENTS-MUST BE~MET- IN ORDER TO BE

ALLOWED TO DO THIS.

TO DATE, 38 STATES HAVE DEVELOPED SIMILAR VERSIONS OF THIS
MODEL ACT. SEVERAL OTHER STATES HAVE THIS UNDER CONSIDERATION.

ESSENTIALLY, THIS BILL PROVIDES A METHOD FOR OUR CITIZENRY TO
MEET THE NEEDS OF AN AGING POPULATION. MEDICARE CURRENTLY
PROVIDES ALMOST NO COVERAGE FOR LONG TERM CARE. MOST COVERAGE
FOR LONG TERM CARE COMES OUT OF MEDICAID.

THIS BILL PROVIDES A PRIVATE SECTOR ALTERNATIVE FOR
INDIVIDUALS IN NEED OF LONG TERM CARE. IT WOULD ALSO HELP
REDUCE PRESSURES ON THE MEDICAID BUDGET.

A ZERO FISCAL NOTE IS ATTACHED.
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LEGISLATIVE AFFAIRS AGENCY

M EMORANDUM January 22, 1990
SUBJECT: Long-term disability insurance - SB 315
TO: Senator Paul Fischer /

FROM: Michael F. Ford JEM « |1

Legislative Counsel

The following is a section by section analysis of SB 315:

Section 1 - Purpose section.

Section 2 - Adds a new chapter to Title 21, concerning long
term disability insurance.

Sec. 21.53.010 - Prohibits the sale or delivery of a long—
term disability insurance policy unless the policy complies
with AS 21.53.

Sec. 21.53.020 - Establishes certain disclosure and perfor —
mance standards that must be included in each long-term
disability insurance policy.

Sec. 21.53.030 - Establishes requirements for exclusion of a
preexisting condition from coverage in a long-term disa—

bility insurance policy.

Sec. 21.53.040 - Provides that a policy cannot condition
eligibility on certain prior hospital or institutional care,
and that a limitation or condition not prohibited must be
clearly set out in the policy.

Sec. 21.53.050 - Establishes the right of a policyholder to
return the policy and to receive a refund. Requires 1in—
surers to provide an outline of coverage to a prospective
applicant and establishes certain items that must be in—
cluded in the outline.

Sec. 21.53.060 - Prohibits long-term disability 1insurance
being offered under a group policy issued in another state,
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unless the state in which the policy is issued has substan—

tial]v similar statutory or regulatory provisions.

Sec. 21.53.070 - Provides that an 1insurer may not issue a
long-term group disability insurance policy to an asso—
ciation, unless the association meets the requirements of

this section.
Sec. 21.53.080 - Definitions.

Section 3 - T T.ayed effective date for the prohibition on
prior hospital or institutional care conditions.

Section 4 - Effective date.

MFF:Imb
L9/065
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LEGISLATIVE AFFAIRS AGENCY

M EMORANDUM February 14, 1990

SUBJECT: Long-term care disability insurance
CSSB 315 (HESS>

T0: Senator Paul Fischer

FROM: Michael F. Ford "
Legislative Counsel

The following is a sectional analysis of CSSB 315tHESS):
Section 1 - Purpose section.

Section 2

Sec. 21.53.010 - Prohibits sale or marketing unless the 1in—
surance complies with the provision of this chapter and
other applicable provisions of law.

Sec. 21.53.020 - Provides disclosure and performance stan—
dards for long-term disability insurance.

Sec. 21.53.030 - Establishes criteria for excluding coverage
as a result of a preexisting condition.

Sec. 21.53.040 - Prohibits conditioning eligibility on prior
hospital or institutional care. Allows limitations or con—
ditions on eligibility, if not prohibited and if clearly set

out in a separate paragraph of the policy.

Sec. 21.53.050 - Provides that an insured has the right to
return a policy within 30 days after delivery. Requires the
insurer to deliver an outline of coverage to a prospective
applicant. Establishes items that must be included in the
outline of coverage.

Sec. 21.53.060 - Requires a policy summary be included with
an individual life 1insurance policy, 1if the policy provides
long-term care disability insurance benefits. Establishes
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items that must be included in the summary. Requires a
report of benefits paid, if the benefits are paid by accel —
eration of the policy death benefit. Establishej items that

must be included in the report.

Sec. 21.53.070 - Provides that group long-term care disabil —
ity insurance cannot be offered to a resident of this state,
under a group policy 1in another state, unless the state 1in
which the policy 1is offered has similar statutory or regu—
latory provisions.

Sec. 21.53.080 - Prohibits group long-term care disability
insurance being offered to an association, unless the associ—

ation meets the requirements of this section.

Sec. 21.53.090 - Requires the director of the division of
insurance to adopt certain regulations.

Sec. 21.53.200 - Definitions.

Section 3 - Provides that AS 21.53 applies to fraternal
benefit societies.

Section 4 - Provides that AS 21.53 applies to hospital or
medical service corporations.

Section 5 - Effective date.

MFF:pl
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IN THE SENATE BY THE HESS COMMITTEE
I SENATE BILL NO. 315 (HESS)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to long-term care disability insur—
ance; and providing for an effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. PURPOSE. The purpose of this Act is to promote the public

interest and the availability of long-term care disability insurance poli—
cies, to protect applicants for long-term care disability insurance fronm
unfair or deceptive sales or enrollment practices, to establish standards
for long-term care disability insurance, to facilitate public understanding
and comparison of long-term <care disability 1insurance policies, and to
facilitate flexibility and innovation 1in the development of long-term care
disability insurance coverage.
* Sec. 2. AS 21 is amended by adding a new chapter to read:
CHAPTER 53. LONG-TERM CARE DISABILITY INSURANCE.
Sec. 21.53.010. _ PROHIBITED SALE OR ADVERTISING. An insurer,
hospital or medical service corporation, or a fraternal benefit soci—
ety may not advertise, market, sell, deliver, or offer for delivery a
long-term care disability insurance policy unless the policy complies
with this chapter, AS 21.18, AS 21.45, the disability 1insurance re—
quirements 1imposed under AS 21.51, and, 1if a group policy, the group
disability insurance requirements 1imposed under AS 21.54-.
Sec. 21.53.020. DISCLOSURE AND PERFORMANCE STANDARDS. An insur—

er, hospital or medical service corporation, or a fr~t-p-rnal hpnpf-it-



(&) cancel, fail to renew, or otherwise terminate the
policy on the grounds of age or deterioration of the mental or phys—
ical health of the insured or certificate holder;

(2) include a provision requiring a new waiting period in
the event existing coverage 1is converted to or replaced by a new or ;
another form of disability insurance within the same company, unless L
there 1is an 1increase 1in benefits voluntarily selected by the insured;
or

(3) provide coverage only for skilled nursing care, or
providesignificantly more <coverage for skilled care in a facility
than 1is provided for coverage for lower levels of care; evaluation of
the coverage provided under this paragraph must be based on the number
of days of coverageprovided for lower levels ofcare, whencompared
to the number of days of coverage provided for skilled care.

Sec. 21.53.030. PREEXISTING CONDITIONS. (a) An insurer, hospi—
tal ormedical service corporation, or a fraternal benefit society
may not 1include, 1in a long-term care disability 1insurance policy or
certificate, a definition of "preexisting condition”™ that is more
restrictive than the, following: preexisting condition means the
existence of symptoms that would cause an ordinarily prudent person to
seek diagnosis, care, or treatment, or a condition for which medical
advice or treatment was recommended by,- or received from a provider of
health care services, within six months preceding the effective date
of coverage of an insured person.

(b) In a long-term care disability insurance policy or c
cate an insurer, hospital or medical service corporation, or a frater—
nal benefit society may not exclude coverage for a loss or confinement
that 1is the vresult of a preex. ng condition, wunless the loss or

confinement begins within six months following the effective date of

CSSB 315 (HESS) -2-



coverage of an 1insured person.

(c) The director may extend the limitation periods established
under (a) and (b) of this section for specific age group categories or
specific policy forms, 1if the director finds that the extension 1is 1in
the best interest of the public.

(d) This section does not prohibit an insurer, hospital or
medical service corporation, or a fraternal benefit society from using
an application form designed to elicit the complete health history of
an applicant, and, on the basis of the answers on the application,
from applying that insurer®s, hospital or medical service <corpora—
tion"s, or fraternal benefit society®"s established underwriting stan-—
dards. Unless otherwise provided 1in the policy or certificate, a
preexisting condition, regardless of whether it 1is disclosed on the
application, need not be covered until the waiting period described 1in
(b) of this section expires. A long-term care disability 1insurance
policy or certificate may not exclude, limit, or reduce, or use waiv-—
ers or riders of any kind to exclude, limit, or reduce coverage or
benefits for specifically named or described preexisting diseases or
physical conditions after the waiting period described in (b) of this
section, unless the waiver or rider has been specifically approved by
the director.

Sec. 21 .53.040. PRIOR HOSPITAL OR INSTITUTIONAL CARE CONDITIONS
PROHIBITED. (a) A long-term care disability insurance policy may not
be delivered or issued for delivery in this state if the policy condi —
tions eligibility

&) on a prior hospitalization requirement;

(2) on the receipt of a higher level of institutional care,
when care 1is provided in an institutional setting;

(3) for noninstitutional benefits on a prior 1institutional

-3- CSSB 315 (HESS)



stay of more than 30 days for which benefits are paid; or

(A) on admission to an institutional care facility for the
same or a related condition within a period of less than 30 days after
discharge from the 1institution, 1if the policy provides benefits only
following institutionalization.

(b) A long-term care disability insurance policy may contain a
limitation or condition on eligibility for benefits, not prohibited 1in
(a) of this section, if the limitation or condition is clearly set out
in a separate paragraph of the policy or certificate.

Sec. 21.53.050. RIGHT OF RETURN; OUTLINE OF COVERAGE. (a) A
long-term <care disability insurance applicant may return a policy
within 30 days after delivery and have the premium refunded 1if, after
examination of the policy, the applicant 1is not satisfied with the
policy. A long-term care disability 1insurance policy must have a
notice prominently printed on the first page of the policy or sepa-—
rately attached stating that the applicant has the right to return the
policy within 30 days of its delivery and to have the premium refunded
if, after examination of the policy, the applicant 1is not satisfied
with the policy.

(b) An insurer, hospital or medical service corporati
fraternal benefit society shall deliver an outline of coverage to a
prospective applicant for Jlong-term care disability insurance at the
time of initial solicitation by a means that prominently directs the
attention of the recipient to the document and its purpose. In the
case of agent solicitations, an agent shall deliver the outline of
coverage before the presentation of an application or enrollment form.
In the case of direct response solicitations, the outline of coverage
must be presented 1in conjunction with an application or enrollment
form. The outline of coverage must include

CSSB 315 (HESS) -A-



(1, a description of the principal benefits and coverage

provided in the policy;

(2) a statement of the principal exclusions, reductions,
and limitations contained 1in the policy;

(3) a statement of the terms wunder which the policy or
certificate, or both, may be <continued 1in force or discontinued,
including a reservation 1in the policy of a right to change the pre—

mium; continuation or conversion provisions of group coverage must be

specifically described;

(A) a statement that the outline of coverage 1is
only, not a contract of insurance, and that the policy or group master

policy contain governing contractual provisions;

(5) a description of the terms under which the policy or

certificate may be returned and premium refunded; and

(6) a brief description of the relationship between the

cost of care and benefits.

(c) A certificate issued under a group long-term care disabili

insurance policy that 1is delivered or issued for delivery in this

state must include

(&) a description of the principal benefits and coverage
provided 1in the policy;

(2) a statement of the principal exclusions, reductions,
and limitations contained in the policy; and

(3) a statement that the group master policy establishes

the governing contractual provisions.

Sec. 21.53.060. GPOUP LONG-TERM CARE BENEFITS UNDER LIFE INSUR-—
ANCE POLICIES. (a) In addition to the requirements of AS 21.A5, at
the time of policy delivery, a policy summary shall be included with

an individual life 1insurance policy 1if the policy or policy rider

-5- CSSB 315(HESS)
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provides long-term care disability benefits. In the <case of direct
response solicitations, the 1insurer shall deliver the policy summary
upon the applicant®™s request, but regardless of request shall deliver
apolicy summary not later than the time of policy delivery. The
summary must include
) an explanation of how the Jlong-term <care benefits
interact with other components of the policy, including deductions
from death benefits;
(2) an illustration of the amount and length of benefits,
and guaranteed lifetime benefits, if any, for each covered person;
) an explanation of each exclusion, vreduction, and limi—
tation on long-term care disability benefits; and
1) if applicable to the policy type,
(A) disclosure of the effects of exercising other
rights under the policy;
(B) disclosure of guarantees related to the long-term
care disability costs of insurance charges; and
©) current and projected maximum lifetime benefits.
(b) IT a long-term care disability benefit 1is paid under a life
insurance policy by the acceleration of the policy death benefit, and
is in benefit payment status, a monthly report shall be provided to
the policyholder. The report must include
(D) long-term care disability benefits paid out during the
month;
(2) an explanation of <changes in the policy, including
changes in death benefits or cash values, due to long-term care dis—
ability benefits being paid out; and

3) the amount of Jlong-term care disability benefits re—

maining .

CSSB 315(HESS) -6-



Sec. 21.53.070. GROUP LONG-TERM 1ARE  DISABILITY INSURANCE.
Group long-term care disability insurance coverage may not be offered
to a resident of this state under a group policy issued 1in another
state, unless the state 1in which the policy is 1issued has statutory or
regulatory provisions applicable to group Jlong-term care disability
insurance that are substantially similar to this <chapter and the
director determines that the 1issuance of the group policy 1is not
contrary to the best 1interest of the public, results 1in economies of
acquisition or administration, and the benefits are vreasonable in
relation to the premiums charged.

Sec. 21.53.080. ORGANIZATIONAL REQUIREMENTS OF ASSOCIATIONS. An
insurer, hospital or medical service corporation, or a fraternal
benefit society may not issue group long-term care disability 1insur—
ance to an association or a trust or the trustee of a fund estab”
lished, <created, or maintained for the benefit of members of one or
moreassociations, wunless the association or the insurer ofthe asso—
ciation liles evidence with the director that the association has

(¢H) a minimum of 100 members;
(2) been organized and maintained 1ingood faithfor pur —
poses other than that of obtaining insurance;
(3) been in active existence for at least one year; and
(4) a constitution and by-laws that require
(A) the association to hold regular meetings not less
than annually to further purposes of the members;
(B) except for credit unions, the association to
collect dues or solicit contributions from members; and
©) the members to have voting privileges and repre—
sentation on the governing board and committees.
Sec. 21.53.090. REQUIRED REGULATIONS. The director shall adopt

-7- CSSB 3 15(HESS)



regulations regarding the sale of long-term care disability 1insurance
that provide standards for

(1) terms of renewability;

(2) initial and subsequent conditions of eligibility;

(3) nonduplication of coverage provisions;

(4) coverage of dependents;

(5) preexisting conditions;

(6) termination of insurance;

(7) continuation or conversion;

(8) probationary periods, limitations, exceptions, reduc—
tions, elimination periods, and requirements for replacement.

Sec. 21.53.200. DEFINITIONS. In this chapter,

(1) "applicant™ means 1in the case of an individual long—
term care disability insurance policy, the person who seeks to con-—
tract for benefits, and in the case of a group long-term care disabil—
ity insurance policy, the proposed certificate holder;

(2) "certificate” means a certificate issued under a group
long-term care disability insurance policy that has been delivered or
issued for delivery in this state;

(3) "group long-term care disability 1insurance”™ means a
long-term care disability insurance policy, subscriber®s contract, or
fraternal benefit society certificate that is delivered or 1issued for
delivery in this state and issued to

(A) one or more employers or Jlabor organizatic
to a trust or to the trustees of a fund established by one or
more employers or labor organizations, or a combination of them,
for employees or former employees or a combination of them, or
for members or former members or a combination of them, of the

labor organization;

CSSB 315(HESS) -8-



(B) a professional, trade, or occupational association
for its members or former or retired members, or combination of
them, 1i1f the association 1is composed of individuals all of whonm
are or were actively engaged 1in the same profession, trade, or
occupation, and has been maintained 1in good faith for purposes
other than obtaining insurance;

©) an association or a trust or the trustee of a fund
established, created, or maintained for the benefit of members of
one or more associations;

(D) a group other than described 1in this paragraph if
the director determines that the 1issuance of the group policy 1is
not contrary to the best interest of the public, would result 1in
economies of acquisition or administration, and the benefits are
reasonable 1in relation to the premiums charged;

(A) "long-term <care disability insurance” means
vidual or group insurance policy, 1including group and individual 1life
insurance or annuities, a subscriber®s contract, fraternal benefit
society certificate, or rider advertised, marketed, offered, or de-—
signed to provide coverage for not less than 12 consecutive months for
each covered person on an expense 1incurred, indemnity, prepaid, or
other basis, for one or more necessary or medically necessary diagnos—
tic, preventive, therapeutic, rehabilitative, maintenance, or personal
care services that are provided in a setting other than an acute care
unit of a hospital, and includes a policy or rider that provides for
payment of benefits based on cognitive 1impairment or ,loss of func-—
tional capacity; "long-term care disability insurance” does not in-—
clude an insurance policy, subscriber®s contract, or fraternal benefit
society certificate that 1is offered primarily to provide basic Medi —
care supplement coverage, basic hospital expense coverage, basic

-9- CSSB 315(HESS)



medical-surgical expense coverage, hospital confinement indemnity
coverage, major medical expense coverage, disability income and relat—
ed asset protection coverage, catastrophic coverage, comprehensive
coverage, accident only coverage, specified disease or specified
accident coverage, or limited benefit health coverage;

(5) "policy"™ means a contract, subscriber agreemen
or endorsement delivered or 1issued for delivery 1in this state by an
insurer, fraternal benefit society, nonprofit health, hospital or
medical service <corporation, prepaid health plan, or health mainte—
nance organization.

* Sec. 3. AS 21.84.590 is amended to read:

Sec. 21.84.590. OTHER PROVISIONS APPLICABLE. In addition to the
provisions contained in this chapter, the following provisions of this
title apply to fraternal benefit societies to the extent applicable
and not 1in conflict with the express provisions of this chapter and
the reasonable implications of this chapter:

(1) AS21.03

(2) As 21.06

3) AS 21.09.050 and 21.09.100

(4) AS 21.33

(5) AS 21.36

(6) AS 21.42.290 and 21.42.355

@) AS 21.53

(8) AS 21.69.370 and 21.69.640

(9) [(8)] AS 21.78

(10) [(9)]1 AS 21.89.060.

* Sec. 4. AS 21.87.340 1is amended to read:
Sec. 21.87.340. OTHER PROVISIONS APPLICABLE. In addition to the

provisions contained or referred to previously 1in this chapter, the
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Introduced: 5/2/89 6-1217A
Referred: Z“Health, Education and Social

Services, Labor and Commerce

and Finance

BY THE HEALTH, EDUCATION AND
IN THE SENATE SOCIAL SERVICES COMMITTEE

SENATE BILL NO. 315
IN THE LEGISLATURE OF THE STATE Or ALASKA
SIXTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to long-term disability insurance;
and providing for an effective date."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. PURPOSE.The purpose of this Ac*- is to promote the public
interest and the availability oflong-term disability insurance policies,
to protect applicants for long-term disability insurance from wunfair or
deceptive sales or enrollment practices, to establish standards for long-
term disability insurance, to facilitate public understanding and compari-
son of long-term disability insurance policies, and to facilitate flexibil-
ity and innovation in the development of Jlong-term disability 1insurance
coverage.

* Sec. 2. AS 21 is amended by adding a new chapter to read:

CHAPTER 53. LONG-TERM DISABILITY INSURANCE.

Sec. 21.53.010. PROHIBITED SALE OR ADVERTISING. An insurer may
not advertise, market, sell, deliver, or offer for delivery a long-
term disability insurance policy unless the policy complies with this
chapter as well as the disability insurance requirements imposed under
AS 21.51, and, if a group policy, the group disability insurance
requirements imposed under AS 21.54.

Sec. 21.53.020. DISCLOSURE AND PERFORMANCE STANDARDS. An insur-
er who delivers or issues for delivery a long-term disability insur-
ance policy may not

(1) cancel, fail to renew, or otherwise terminate the

policy on the grounds of age or deterioration of the mental or
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physical health of the insured or certificate holder;

(2) include a provision requiring anew waiting period in
the event existing coverage 1is converted to or replaced by a new or
another form of disability insurance within the same company, unless
there is an increase in benefits voluntarily selected by the insured;
or

(3) provide coverage only for skilled nursing care, or
provide significantly more coverage for skilled care in a facility
than is provided for coverage for lower levels of care; evaluation of
the coverage provided under this paragraph must be based on the number
of days of coverage provided for lower levels of care, when compared
to the number of days of coverage provided for skilled care.

Sec. 21.53.030. PREEXISTING CONDITIONS. (@) An insurermay not
include, in a long-term disability insurance policy or certificate, a
definition of "preexisting condition” that is more restrictive than
the following: preexisting condition means the existence of symptoms
that would cause an ordinarily prudent person to seek diagnosis, care,
or treatment, or a condition for which medical advice or treatment was
recommended by, or received from a provider of health care services,
within six months preceding the effective date of coverage of an
insured person.

(b) In a long-term disability insurance policy or certificate an
insurer may not exclude coverage for a loss or confinement that is the
result of a preexisting condition, wunless the loss or confinement
begins within six months following the effective date of coverage of
an insured person.

(c) The director may extend the limitation periods established
under (@) and (b) of this section for specific age group categories or

specific policy forms, if the director finds that the extension is in
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the bestinterest of the public.

(d) This section does not prohibit an insurer from wusing an
application form designed to elicit the complete health history of an
applicant, and, on the basis of the answers on the application, fronm
applying that insurer®"s established underwriting standards. Unless
otherwise provided in the policy or certificate, a preexisting condi—
tion, regardless of whether it is disclosed on the application, need
not be covered until the waiting period described 1in (b) of this
section expires. A long-term disability insurance policy or certifi—
cate may not exclude, limit, or reduce, or use waivers or riders of
any kind to exclude, limit, or reduce coverage or benefits for specif—
ically named or described preexisting diseases or physical conditions
after the waiting period described in (b) of this section, unless the
waiver or rider has been specifically approved by the director.

(e) Subsections (a) and (b) of this section do not apply to
group long-term disability insurance.

Sec. 21.53.040. PRIOR HOSPITAL OR INSTITUTIONAL CARE CONDITIONS
PROHIBITED. (@) A long-term disability insurance policy may not be
delivered or issued for delivery in this state if the policy condi—
tions eligibility

(1) on a prior hospitalization requirement;

(2) on the receipt of a higher level ofinstitutional care,
when careis provided in an institutional setting;

(3) for noninstitutional benefits on a prior institutional
stay of more than 30 days for which benefits are paid; or

(4) on admission to an institutional care facility for the
same or a related condition within a period of less than 30 days after
discharge from the institution, if the policy provides benefits only

following institutionalization.
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((»)) A long-term disability insurance policy may contain a
tation or condition on eligibility for benefits, not prohibited in (a)
of this section, if the. limitation or condition is clearly set out in
a separate paragraph of the policy or certificate.

Sec. 21.53.050. RIGHT OF RETURN; OUTLINE OF COVERAGE. (@
Individual long-term disability insurance policyholders may vreturn a
policy within 10 days after delivery and have the premium refunded if,
after examination of thepolicy, the policy holder is not satisfied
with the policy. An individual long-term disability insurance policy
must have a notice prominently printed on the first page of the policy
or separately attached stating that the policyholder has the right to
return the policy withinl0 days of its delivery and to have the
premium refunded if, after examination of the policy, the policyholder
is not satisfied with the policy.

A. (b) A person insured under ""long-term disability insurance

policy issued under a direct response solicitation has the right to

jjlreturn the policy within30 days of its|] delivery and to have the

HIl

/

premium refunded if, aftér examinétio%,llﬂm— insured person is not

satisfied with the policy. Lgng-term diéability insurance policies
1 1 7/

>1 issued under a direct response solicitation must have a notice promi—

nently printed on the"~first page or attached to the policy stating in
substance that the insured person has the right to return the policy
iJwithin 30 days of its delivery and to have the premium refunded if
Hafter examination the insured person is not satisfied with the policy,
(©) An insurer shall deliver an outline of coverage to a
spective applicant for long-term disability insurance at the time of
initial solicitation by a means that prominently directs the attention
of the recipient to the document and its purpose. In the case of

agent solicitations, an agent shall deliver the outline of coverage
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before the presentation of an application or enrollment form. In the

case of direct response solicitations, the outline of coverage must be

presented

in conjunction with an application or enrollment form. The

outline of coverage must include

€y

provided in the

and

&)

limitations

®

certificate, or

adescription of the principal benefits and coverage
policy;

a statement of the principal exclusions, reductions,
contained in the policy;

astatement of the terms wunder which the policy or

both, may be ~continued in force or discontinued,

including a reservation in the policy of a right to change the pre-

mium;

continuation or conversion provisions of group coverage must be

specifically described;

only,

(4)

astatement that the outline of coverage is a summary

not a contract of insurance, and that the policy or group master

policy contain governing contractual provisions;

®)

adescription of the terms under which the policy or

certificate may be returned and premium refunded; and

(©)

abrief description of the relationship between the

cost of care and benefits.

(d A cerﬁificate issued wunder a group long-term ]gis%Pility
=] L X

insurance policy that is delivered or issued for delivery in this

state must

and

include
(1) adescription of the principal benefits and coverage
provided in the policy;
(2) astatement of the principal exclusions, reductions,
limitations contained in the policy; and
(3) astatement that the group master policy establishes

the governing contractual provisions.
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Sec. 21.53.060. GROUP LONG-TERM DISABILITY INSURANCE. Group
long-term disability insurance coverage may not be offered to a resi—
dent of this state under a group policy issued in another state,
unless the state in which the policy is issued has statutory or regu—
latory provisions applicable to group long-term disability insurance
that are substantially similar to this chapter.

Sec. 21.53.070. ORGANIZATIONAL REQUIREMENTS OF ASSOCIATIONS. An
insurer may not issue group long-term disability insurance to an
association or a trust or the trustee of a fund established, created,
or maintained for the benefit of members of one or more associations,
unless the association or the insurer of the association files evi-—
dence with the director that the association has

(1) a minimum of 100 members;

(2) been organized and maintained in good faith for pur—
poses other than that of obtaining insurance;

(3) been in active existence for at least one year; and

(4) a constitution and by-laws that require

(A) the association to hold regular meetings not less
than annually to further purposes of the members;

(B) except for «credit unions, the association to
collect dues or solicit contributions from members; and

(C) the members to have voting privileges and repre—
sentation on the governing board and committees.

Sec. 21.53.100. DEFINITIONS. In this chapter,

(1) "applicant”™ means in the case of an individual long—
term disability insurance policy, the person who seeks to contract for
benefits, and in the case of a group long-term disability insurance
policy, the proposed certificate holder;

(2) "certificate”" means a certificate issued under a group
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long-term disability insurance policy that has been delivered or
issued for delivery in this state;

€©)) "group long-term disability insurance™ means
term disability insurance policy that 1is delivered or issued for
delivery in this state and issued to

(A) one or more employers or labor organizations, or
to a trust or to the trustees of a fund established by one or
nore employers or labor organizations, or a combination of them,
for employees or former employees or a combination of them, or
for members or former members or a combination of thenm, of the
labor organization;

(B) a professional, trade, or occupational association
for its members or former or retired members, or combination of
them, if the association is composed of individuals all of whom
are or were actively engaged in the same profession, trade, or
occupation, and has been maintained in good faith for purposes
other than obtaining insurance;

(C) an association or a trust or the trustee of a fund
established, created, or maintained for the benefit of members of
one or more associations;

(D) a group other than described in this paragraph if
the director determines that the issuance of the group policy 1is
not contrary to the best interest of the public, would result in
economies of acquisition or administration, and the benefits are

reasonable in relation to the premiums charged;

a

long—

4) "long-term disability insurance”™ means an individual or

group insurance policy or rider advertised, marketed, offered, or
designed to provide coverage for not less than 12 consecutive months

for each covered person on an expense incurred, indemnity, prepaid, or
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other basis, for one or more necessary or medically necessary
diagnostic, preventive, therapeutic, rehabilitative, maintenance, or
personal care services that are provided in a setting other than an
acute care unit of a hospital; "long-term disability insurance” does
not include an insurance policy that is offered primarily to provide
basic Medicare supplement coverage, basic hospital expense coverage,
basic medical-surgical expense coverage, hospital confinement indem-
nity coverage, major medical expense coverage, disability income
protection coverage, catastrophic coverage, comprehensive coverage,
accident only coverage, specified disease or specified accident cover-
age, or limited benefit health coverage.

Sec. 3. AS 21.53.040, enacted insec. 2 of this Act, takes effect

July 1, 1990.

*

Sec. 4. Except for AS 21.53.040, enacted in sec. 2 of this Act, this

Act takes effect July 1, 1989.
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IN THE SENATE BY THE HESS COMMITTEE

CS FOR SENATE BILL NO. 315 (HESS) /-
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to long-term care disability 1insur—
ance; and providing for an effective date."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1.- PURPOSE. The purpose of this Act is to promote the public
interest and the availability of long-term care disability insurance poli—
cies, to protect applicants for 1long-term care disability 1insurance fronm
unfair or deceptive sales or enrollment practices, to establish standards
for long-term care disability insurance, to facilitate public understanding
and comparison of long-term care disability insurance policies, and to
facilitate flexibility and innovation in the development of long-term care
disability 1insurance coverage.

* Sec. 2. AS 21 is amended by adding a new chapter to read:

CHAPTER 53. LONG-TERM CARE DISABILITY INSURANCE.

Sec. 21.53.010. , PROHIBITED SALE OR ADVERTISING. An insurer,
hospital or medical service corporation, or a fraternal benefit soci—
ety may not advertise, market, sell, deliver, or offer for delivery a
long-term care disability insurance policy unless the policy complies
with this chapter, AS 21.18, AS 21.A5, the disability insurance re—
quirements 1imposed under AS 21.51, and, if a group policy, the group
disability insurance requirements 1imposed under AS 21.54-.

Sec. 21.53.020. DISCLOSURE AND PERFORMANCE STANDARDS. An insur —
er, hospital or medical service corporation, or a fraternal benefit

society that delivers or 1issues for delivery a long-term care disabil —

ity insurance policy may not
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(¢H) cancel, fail to renew, or otherwise terminate the
policy.on the grounds of age or deterioration of the mental or phys—
ical health of the insured or certificate holder;

(2) include a provision requiring a new waiting period 1in
the event existing coverage 1is converted to or replaced by a new or
another form of disability insurance within the same company, unless
there 1is an increase in benefits voluntarily selected by the insured;
or

) provide <coverage only for skilled nursing care, or
provide significantly more coverage for skilled care 1in a facility
than 1is provided for coverage for Jlower levels of care; evaluation of
the coverage provided under this paragraph must be based on the number
of days of coverage provided for lower levels of care, when compared j

1
to the number of days of coverage provided for skilled care.

Sec. 21.53.030. PREEXISTING CONDITIONS. (a) An insurer, hospi—
tal or medical service <corporation, or a fraternal benefit society
may not include, 1in a Jlong-term care disability 1insurance policy or
certificate, a definition of "preexisting condition™ that 1is more
restrictive than the. following: preexisting condition means the
existence of symptoms that would cause an ordinarily prudent person to
seek diagnosis, care, or treatment, or a condition for which medical
advice or treatment was recommended by, or received from a provider of
health <care services, within six months preceding the effective date
of coverage of an insured person.

(b) In a long-term care disability insurance policy orcertifi—
cate an insurer, hospital or medical service corporation, or a frater —
nal benefit society may not exclude coverage for a loss or confinement
that 1is the vresult of a preexistingcondition, wunless the loss or

confinement begins within six months following theeffective date of
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coverage of an insured person.

(c) The director may extend the Jlimitation periods established
under (a) and (b) of this section for specific age group categories or
specific policy forms, 1if the director finds that the extension is 1in
the best interest of the public.

(d) This section does not prohibit an 1insurer, hospital or
medical service corporation, or a fraternal benefit society from using
an application form designed tc elicit the complete health history of
an applicant, and, on the basis of the answers on the application,
from applying that insurer®s, hospital or medical service corpora-—
tion"s, or fraternal benefit society"s established underwriting stan-—
dards. Unless otherwise provided in the policy or certificate, a
preexisting condition, vregardless of whether it 1is disclosed on the
application, need not be covered until the waiting period described in
(b) of this section expires. A long-term care disability 1insurance
policy or certificate may not exclude, [limit, or reduce, or use waliv-—
ers or riders of any kind to exclude, [limit, or reduce coverage ofr
benefits for specifically named or described preexisting diseases or
physical conditions after the waiting period described in (b) of this
section, unless the waiver or rider has been specifically approved by
the director.

Sec. 21.53.040. PRIOR HOSPITAL OR INSTITUTIONAL CARE CONDITIONS
PROHIBITED. (a) A long-term care disability insurance policy may not
be delivered or issued for delivery in this state if the policy condi—
tions eligibility

(&) on a prior hospitalization requirement;
(2) on the receipt of a higher Ilevel of institutional care,
when care 1is provided 1in an institutional setting;

(3) for noninstitutional benefits on a prior institutional
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1 stay of more than 30 days for which benefits are paid; or

2 (€)) on admission to an 1institutional care facility
3 same or a related condition within a period of less than 30 days after
4 discharge from the institution, 1if the policy provides benefits only
5 following institutionalization.
6 (b) A long-term care disability insurance policy may contain a
! limitation or condition on eligibility for benefits, not prohibited 1in
8 (a) of this section, 1if the limitation or condition is clearly set out
) in a separate paragraph of the policy or certificate.
10 Sec, 21.53.050. RIGHT OF RETURN; OUTLINE OF COVERAGE. (a) A
u long-term care disability 1insurance applicant may return a policy
12 within 30 days after delivery and have the premium refunded if, after
13 examination of the policy, the applicant is not satisfied with the
14 policy. A long-term care disability 1insurance policy must have a
15 notice prominently printed on the first page of the policy or sepa-—
16 rately attached stating that the applicant has the right to return the
1 policy within 30 days of its delivery and to have the premium refunded
18 if, after examination of the policy, the applicant 1is not satisfied
19

with the policy.
20! 3 ) B , _

I (b) An insurer, hospital or medical service corporation, o
21; fraternal benefit society shall deliver an outline of coverage to a
22 § _ _ _ S -

i! prospective applicant for long-term care disability 1insurance at the
23 time of initial solicitation by a means that prominently directs the
2 attention of the recipient to the document and its purpose. In the
2 case of agent solicitations, an agent shall deliver the outline of
26 coverage before the presentation of an application or enrollment form.
2 In the case of direct response solicitations, the outline of coverage
28 must be presented 1in conjunction with an application or enrollment
29

form. The outline of coverage must 1include
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contractual

(a)
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Y
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provides long-term care disability benefits. In the case of direct
response solicitations, the insurer shall deliver the policy summary
upon the applicant®™s request, but regardless of request shall deliver
a policy summary not Jlater than the time of policy delivery. The
summary must include

(&) an explanation of how the long-term <care benefits
interact with other components of the policy, including deductions
from death benefits;

(2) an illustration of the amount and length of benefits,
and guaranteed lifetime benefits, if any, for each covered person;

) an explanation of each exclusion, reduction, and limi—
tation on long-term care disability benefits; and

4 if applicable to the policy type,

(A) disclosure of the effects of exercising other
rights under the policy;

(B) disclosure of guarantees related to the Jlong-term
care disability costs of insurance charges; and

©) current and projected maximum lifetime benefits.

(b) IT a long-term care disability benefit 1is paid under a life
insurance policy by the acceleration of the policy death benefit, and
is in benefit payment status, a monthly report shall be provided to
the policyholder. The report must include

&D) long-term care disability benefits paid out during the
month;

(2) an explanation of <changes in the policy, including
changes 1in death benefits or cash values, due to long-term care dis—
ability benefits being paid out; and

(3) the amount of long-term care disability benefits re—
maining .
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Sec. 21.53.070. GROUP LONG-TERM CARE DISABILITY INSURANCE.
Group long-term care disability insurance coverage may not be offered
to a resident of this state under a group policy 1issued 1in another
state, unless the state in which the policy is issued has statutory or
regulatory provisions applicable to group Jlong-term care disability
insurance that are substantially similar to this chapter and the
director determines that the issuance of the group policy 1is not
contrary to the best interest of the public, results 1in economies of
acquisition or administration, and the benefits are reasonable in
relation to the premiums charged.

Sec. 21.53.080. ORGANIZATIONAL REQUIREMENTS OF ASSOCIATIONS. An
insurer, hospital or medical service corporation, or a fraternal
benefit society may not 1issue group long-term care disability 1insur—
ance to an association or a trust or the trustee of a fund estab-—
lished, created, or maintained for the benefit of members of one or
moreassociations, unless the association or the insurer ofthe asso—
ciation files evidence with the director that the association has

Q) a minimum of 100 members;
(2) been organized and maintained 1ingood faith for pur—
poses other than that of obtaining insurance;
3) been 1in active existence for at least one year; and
(A) a constitution and by-laws that require
(A) the association to hold regular meetings not less
than annually to further purposes of the members;
(B) except for credit unions, the association to
collect dues or solicitcontributions from members; and
©) the members to have voting privileges and repre—
sentation on the governing board and committees.

Sec.21.53.090. REQUIRED REGULATIONS. The director shalladopt
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regulations regarding the sale of long-term care disability insurance
that provide standards for

(¢D) terms of renewability;

@) initial and subsequent conditions of eligibility;

3) nonduplication of coverage provisions;

A coverage of dependents;

(5) preexisting conditions;

(6) termination of 1insurance;

) continuation or conversion;

(8) probationary periods, Jlimitations, exceptions, reduc-
tions, elimination periods, and requirements for replacement.

Sec. 21.53.200. DEFINITIONS. In this chapter,

(&) "applicant™ means 1in the case of an individual 1long—
term care disability insurance policy, the person who seeks to con-—
tract for benefits, and in the case of a group long-term care disabil—
ity insurance policy, the proposed certificate holder;

(2) "certificate” means a certificate 1issued under a group
long-term care disability insurance policy that has been delivered or
issued for delivery in this state;

(3) "group long-term <care disability 1insurance™ means a
long-term care disability 1insurance policy, subscriber®s contract, or
fraternal benefit society certificate that 1is delivered or 1issued for

delivery 1in this state and 1issued to

(A) one or more employers or Jlabor organizati

to a trust or to the trustees of a fund established by one or
more employers or labor organizations, or a combination of them,
for employees or former employees or a combination of them, or
for members or former members or a combination of them, of the

labor organization;
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(B) a professional, trade, or occupational association
for its members or former or retired members, or combination of
them, 1i1f the association 1is composed of individuals all of whonm
are or were actively engaged in the same profession, trade, or
occupation, and has been maintained 1in good faith for purposes
other than obtaining 1insurance;

©) an association or a trust or the trustee of a fund
established, created, or maintained for the benefit of members of
one or more associations;

(D) a group other than described in this paragraph if
the director determines that the 1issuance of the group policy 1is
not contrary to the best interest of the public, would result in
economies of acquisition or administration, and the benefits are
reasonable 1in relation to the premiums charged;

4 "long-term care disability 1insurance” means
vidual or group 1insurance policy, including group and individual life
insurance or annuities, a subscriber®s contract, fraternal benefit
society certificate, or rider advertised, marketed, offered, or de-—
signed to provide coverage for not less than 12 consecutive months for
each covered person on an expense incurred, indemnity, prepaid, or
other basis, for one or more necessary or medically necessary diagnos—
tic, preventive, therapeutic, rehabilitative, maintenance, or personal
care services that are provided 1in a setting other than an acute care
unit of a hospital, and includes a policy or rider that provides for
payment of benefits based on cognitive 1impairment or ,loss of func—
tional capacity; "long-term care disability insurance” does not in—
clude an insurance policy, subscriber®s contract, or fraternal benefit
society certificate that 1is offered primarily to provide basic Medi —

care supplement coverage, basic hospital expense coverage, basic

-9- CSSB 315(HESS)
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medical-surgical expense coverage, hospital confinement indemnity

coverage, major medical expense coverage, disability income and relat—
ed asset protection coverage, catastrophic <coverage, comprehensive
coverage, accident only coverage, specified disease or specified
accident coverage, or limited benefit health coverage;

(5) "policy"” means a contract, subscriber agreement,
or endorsement delivered or 1issued for delivery 1in this state by an
insurer, fraternal benefit society, nonprofit health, hospital or
medical service corporation, prepaid health plan, or health mainte—
nance organization.

Sec. 3. AS 21.84.590 1is amended to read:

Sec. 21.84.590. OTHER PROVISIONS APPLICABLE. In addition to the
provisions contained 1in this chapter, the following provisions of this
title apply to fraternal benefit societies to the extent applicable
and not 1in conflict with the express provisions of this chapter and
the reasonable implications of this chapter:

(1) AS 21.03

(2) AS 21.06

3) AS 21.09.050 and 21.09.100

(4) AS 21.33

(€ AS 21.36

(6) AS *1.42.290 and 21.42.355

(7) AS 21.53

(8) AS 21.69.370 and 21.69.640

(9 [(8)] AS 21.78

(10) [(9)] AS 21.89.060.
Sec. 4. AS 21.87.340 1is amended to read:

Sec. 21.87.340. OTHER PROVISIONS APPLICABLE. In addition to the

provisions contained or referred to previously in this chapter, the

CSSB 315 (HESS) -10-
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following chapters and provisions of this title also apply with re—

spect to service <corporations to the extent applicable and not in

conflict with the express provisions of this chapter and the reason-—

able implications of the express provisions, and for the purposes of

the application the corporations shall be considered to be mutual
"insurers":

(1) AS 21.03

(2) AS 21.06

3) AS 21 .09, except AS 21.09.090

(4) AS 21 .18.010

(5) AS 21.18.030

(6) AS 21.18.040

(7) AS 21.18.120

(8) AS 21.21.321

(9) AS 21.36

(10) AS 21.53

(11) AS 21 .69.400

(12) [(11)] AS 21.69.520

(13) [(12)] AS 21.69.600, 21.69.620, and 21.69.630

(14) [(13)] AS 21.78

(15) [(14)] AS 21.90

(16) [(15)] AS 21.42.345 - 21.42.365

(17) [(16)] AS 21.89.040

(18) [(17)] AS 21.89.060.

Sec. 5. This Act takes effect July 1, 1990.

“11- CSSB 3 15(HESS)
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Section 1. Purpose

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

Section 2. Authority

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

Section 3. Applicability and Scope

Except as otherwise specifically provided, this regulation applies to all
long-term care insurance policies delivered or issued for delivery in this
state on or after the effective date hereof, by insurers; fraternal benefit
societies; nonprofit health, hospital and medical service corporations; prepaid
health plans; health maint<nance organizations and all similar organizations.



Drafting Note: This regulation, like theNAIC Long-Term Care Insurance Model

Act, 1is intended to apply to policies, cont iCts, subscriber agreements, riders
and endorsements whether issued by insurers; fraternal benefit societies;
nonprofit health, hospital and medical service corporations; prepaid health
plans; health maintenance organizations and all similar organizations. In
order to include such organizations, regulations should identify them in
accordance with statutory terminology or by specific statutory citation.
Depending upon state law and regulation, insurance department jurisdiction, and

other factors, separate regulations may be required. In any event, the
regulation should provide that the particular terminology used by these plans,
organizations and arrangements (e.g., contract, policy, certificate,

subscriber, member) may be substituted for, or added to, the corresponding
terms used in this regulation.

Section 4. Definitions

For the purpose of this regulation, the terms "long-term care 1insurance,”
"group long-term care insurance," "commissioner," ‘applicant,” “policy" and
"certificate” shall have the meanings set forth 1in Section 4 of the NAIC
Long-Term Care Insurance Model Act.

Drafting Note: Where the word "Commissioner™ appears in this regulation, the
appropriate designation for the chief insurance supervisory official of the
state should be substituted. To the extent that the model act is not adopted,
the full definition of the above terms contained in that model act should be
incorporated into this section.

Section 5. 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. "Acute condition" means that the individual 1is medically unstable.
Such an individual requires frequent monitoring by medical
professionals, such as physicians and registered nurses, in order to
maintain their health status.

B. "Home health care services"™ means medical and nonmedical services.
provided to 1ill, disabled or infirm persons in their residences.
Such services may include homemaker services. assistance with

activities of daily living and respite care services.

Ar (. "Medicare” shall be defined as "The Health Insurance for the
Aged Act, Title XVIIlI of the Social Security Amendments of 1965 as
Then Constituted or Later Amended.™ or "Title I, Part 1 of Public Law

89-97, as Enacted by the Eighty-Ninth Congress of the United States
of America and popularly known as the Health Insurance for the Aged
Act, as then constituted and any later amendments or substitutes
thereof,” or words of similar import.



Bt Dj- "Mental or nervous disorder” shall not be defined to include
more than neurosis, ptychoneurosis, psychopathy, psychosis, or mental
or emotional disease or disorder.

6t JL. "Skilled nursing care,” "intermediate care," "personal care,"”
"home care,"” and other services shall be defined in relation to the
level of skill required, the nature of the care and the setting in
which care must be delivered.

Bt Fj. All providers of services, including but not limited to "skilled
nursing facility,” ‘"extended care facility,” “"intermediate care
facility,” "convalescent nursing home," "personal care facility," and

"home care agency" shall be defined in relation to the services and
facilities required to be available and the licensure or degree

status of those providing or supervising the services. The
definition may require that the provider be appropriately licensed or
certified.

Drafting Note: State laws relating to nursing and other facilities and

agencies are not uniform. Accordingly, specific reference to or incorporation
of the individual state law may be required in structuring each definition.

Comment: This section is intended to specify required definitional e)iments of
several terms commonly found in long-term care insurance policies, while
allowing some flexibility in the definitions themselves.

Section 6. Policy Practices and Provisions

A. Renewability. The terms "guaranteed renewable™ and "nor.cancellable"
shall not be used in any individual long-term care insurance policy
without further explanatory language in accordance with the
disclosure requirements of Section 7 of this regulation.

(1) No such policy 1issued to an individual shall contain renewal
provisions less favorable to the 1insured than "guaranteed
renewable.” However, the Commissioner may authorize nonrenewal
on a statewide basis, on terms and conditions deemed necessary
by the Commissioner, to best protect the interests of the
insureds, if the insurer demonstrates:

(@) That renewal will jeopardize the insurer®s solvency; or
(b) That:
(i) The actual paid claims and expenses have substantially
exceeded the premium and investment income associated

with the policies; and

(ii) The policies will continue to experience substantial
and unexpected losses over their lifetime; and

(iii)The projected loss experience of the policies cannot

3



be significantly improved or mitigated through
reasonable rate adjustments or other reasonable
methods; and

(iv) The insurer has made repeated and good faith attempts
to stabilize loss experience of the policies,
including the timely filing for rate adjustments.

(2) The term "guaranteed renewable” may be wused 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
declineto renew, except that rates may be revised by the
insurer on a class basis.

(3) The term "noncancellable™ may be used only when the insured has
the right to continue the long-term care insurance 1in 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 insurance or in the premium rate.

Limitations and Exclusions. No policy may be delivered or issued for

delivery 1in this state as long-term care insurance if such 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;

(4) Illness, treatment or medical condition arising out of:

() War or act of war (whether declared or undeclared);
(b) Participation in a felony, riot or insurrection; n

(c) Service in the armed forces or units auxiliary thereto;

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

(e) Aviation (this exclusion applies only to non-fare-paying
passengers).

(5) Treatment provided in a government facility (unless otherwise
required by Jlaw), services for which benefits are available
under Medicare or other governmental program (except Medicaid),



D rafting

any stats oi: federal workers' compensation, employer's lia b ility
or occupational disease law, or any motor vehicle no-fault law,
services provided 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) This Subsection B is not intended to prohibit exclusions and
lim itations by type of provider or territorial lim itations.

Note: Paragraph (6) is intended to permit (a) exclusions and

lim itations for payment forservices provided outside the United States and (b)

legitim ate

rates.

C.

variations in benefit levels to reflect differences in provider

Extension of Benefits. Termination of long-term care insurance shall
be without prejudice to any benefits payable for institutionalization
if such institutionalization began while the long-term care insurance
was in force and continues without interruption after termination.

Suchextension of benefits beyond the period the Ilong-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.
Continuation or Conversion.

(1) Group long-term care insurance issued in this state on or after
the e ffective date of this section shall provide covered
individuals with a basis for continuation or conversion of

coverage.

(2) For the purposes of this section, "a basis for continuation of
coverage" means a policy provision which maintains coverage
under the e xisting group policy when such <coverage would
otherwise terminate and which is subject only to the continued
timely payment of premium when due. Group policies which
restrict provision of benefits and services to, or contain
incentives to use certain providers and/or facilities may
provide continuation benefits which are substantially equivalent

to the benefits of the existing group policy. The Commissioner
shall make a determination as to the substantial equivalency of
benefits, and in doing so, shall take into consideration the
differences between managed care and non-managed <care plans,
including, but not Ilimited to, provider system arrangements,
service availability, benefit levels and adm inistrative

complexity.

(3) 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 entirecy or with respect to an insured



(4)

(5)

(6)

(7)

class, ard who has been continuously insured wunder the group
policy (and any group policy which it replaced), for at least
S ix months immediately prior to termination, shall be entitled
to the issuance of a converted policy by the Lnsurer under whose
group policy he or she is covered, without evidence of

insurability.

For the purposes of this section, "converted policy" means an
individual policy of long-term care insurance providing benefits
identical to or benefits determined by the Commissioner to be
substantially equivalent to or in excess of those provided under
the group policy from which conversion is made. Where the group
policy from which conversion is made restricts provision of
benefits and services to, or contains incentives to use certain
providers and/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 lim ited to,
provider system arrangements, service availability, benefit
levels and administrative complexity.

W ritten 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 effective on the day following the termination of
coverage under the group policy, and shall be renewable

annually.

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 coverage under the group policy from which
conversion is made. Where the group policy from w hich

conversion is made replaced previous group coverage, the premium
for the converted policy shall be calculated on the basis of the
insured's age at inception of coverage wunder the group policy

replaced.

Continuation of coverage or issuance of a converted policy shall

be mandatory, except where:

(a) Termination of group coverage resulted from an individual's
failure to make any required payment of premium or

contribution when due; or
(b) The terminating coverage is replaced not later than
thirty-one (31) days after termination, by group coverage

effective on the day following the termination of coverage:

(i) Providing benefits identical to or benefits determined
by the Commissioner to be substantially equivalent to
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or in excess of Chose 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 section.

(8) Notwithstanding any other provision of this section, a converted
policy issued to an individual who at the time of conversion s
covered by another long-term care insurance policy which
provides benefits on the basis of incurred expenses, may contain
a provision which results in a reduction of benefits payable if
the benefits provided under the additional coverage, together
with the full benefits provided by the converted policy, would
result in payment of more than 100 percent of incurred expenses.
Such 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 converted policy, together with the benefits payable tinder
the group policy from which conversion is made, shall not exceed
those that would have been payable had the individual's coverage
under the group policy remained in force and effect.

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

(11) For the purposes of this section: a "Managed-Care Plan" is a
health care or assisted living arrangement designed to
coordinate patient care or control costs through wutilization
review, case management or use of specific provider networks.

Section 7. Required Disclosure Provisions
A. Renewability. Individual Jlong-term care insurance policies shall
contain a renewability provision. Such provision shall be
appropriately captioned, shall appear on the first page of the
policy, and shall clearly state the duration, where limited, of
renew ability and the duration of the term of coverage for which the
policy is issued and for which it may be renewed. This provision
shall not apply to policies which do not contain a renewability
provision, and under which the right to nonrenew is reserved solely
to the policyholder.
D rafting Note: The last sentence of this subsection is intended to apply to

long-term

care policies which are part of or combined with Ilife insurance



policies,

since life insurance policies generally do noc contain renewability

provisions,

B.

C.

E.

Section 8.

A_

Riders and Endorsements. Except for riders or endorsements by which
the insurer effectuates d request made in writing by the insured
under an individual long-term care insurance policy, all riders or

endorsements added to an individual long-term care insurance policy
after date of issue or at reinstatement or renewal which reduce or
eliminate benefits or coverage in the policy shall require signed
acceptance by the individual insured. A fter the date of policy
issue, any rider or endorsement which increases benefits or coverage
with a concomitant increase in premium during the policy term must be
agreed to in writing signed by the insured, except if the increased
benefits or coverage are required by law . Where a separate
additional premium is charged for benefits provided in connection
with riders or endorsements, such premium charge shall be set forth
in the policy, rider or endorsement.

Payment of Benefits, A long-term care insurance policy which
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 such terms and an explanation of

such terms in its accompanying outline of coverage.

Lim itations. If a long-term care insurance policy or certificate
contains any lim itations with respect to preexisting conditions, such
lim itations shall appear as a separate paragraph of the policy or
certificate and shall be labeled as "Preexisting Condition

Lim itations."

Other Limitations or Conditions on E ligibility for Benefits. A
long-term care insurance policy or certificate containing any
lim itations or conditions for eligibility other than those prohibited
in [insert citation to state law corresponding to Section 6D(2) of
the Long-Term Care Insurance Model Act] shall set forth a description

of such lim itations or conditions, including any required number of
days of confinement, in a separate paragraph of the policy or
certificate and shall label such paragraph "Lim itations or Conditions

on E ligibility for Benefits."

* - Toaid-

Prohibition Against Post-Clalas Underwriting

All applications for _lonE-£ferH gaye jnsuyange poUgjgs or

certificates except those which are guaranteed issue shall contain
clear and unambiguous questions designed to ascertain the health
condition of the applicant.

(1) I f an application for long-term care Insurance contains a
question which 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) If the medications listed In such application were known bv the
insurer, or should have been known at the time of application,
to be directly related to a medical condition for which coverage
would otherwise be denied, then the policy or certificate shall
not be rescinded for that condition.

Except for policies or certificates which 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 lon% -term care insurance policy or
certificate:

Caution: If vour answers on this application are incorrect or
untrue, fcompany] has the rlyht to deny benefits or rescind vour
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-tern care insurance fpolicyl
Tcertificate! is based upon your responses to the questions on
your application. A copy of vour [application! fenrollaent
fora! fis enclosed! T*aa retained by you when you applied!. If
your answer are incorrect or untrue, the cpgpany haa__the_clght
to deny benefits or rescind vour policy. The best tiae to clear
up any Questions is nov. before a c¢l*1m arises! [f. for any
reason, anv of your ansvers are incorrect, contact the coapany
at this address: Tinsert address!

(3) Prior to issuance of a long-term <care policy or certificate to
an applicant aye eighty (80! or older, the insurer shall obtain
one of the following:

(a) A report of a physical examination:

Ib) An assessment of functional capacity:
(c) An attending physician's statement: or
(d) Copies of medical records.

A copy of the completed application or enrollment form (whichever is

applicable) shall be delivered to the insured no later than at the

time of delivery of the policy or certificate unless It wasretained

bv the applicant at the time of application..

Every insurer or other entity selling or issuing, long-term care

Insurance benefits shall maintain a record O£ a ll policy Q]I
certificate rescissions, both state and countrywide. except thgse
which the Insured voluntarily effectuated and shall...annually furnish



this inform ation to the Insurance Commissioner in the forrat
orescribed bv the National Association of Insurance Commissloners

Section 9. Minimum Standards for Hone Health Care Benefits in Long-Term Care

Insurance Policies

A. A long-term care insurance Dolicv or certificate mav not. if it
Drovides benefits for home health <care services, lim it or exclude

benefits:

111 Bv reauiring that the insured/claimant would need skilled care
in a skilled nursing facility if home health care services were

not provided;

121 Bv reauiring that the insured/claimant first or simultaneously
receive nursing and/or therapeutic services in a home or
community setting before home health care services are covered:

m Bv lim iting eligible services to services provided bv registered

nurses or licensed practical nurses;

m Bv reauiring that a nurse or therapist provide services covered
bv the policy that can be provided bv a home health aide, or
other licensed or certified home care worker acting within the
scope of his or her licensure or certification.

m Bv reauiring that the insured/claimant have an acute condition
before home health care services are covered:

m Bv lim iting benefits to services provided bv Medicare-certified

agencies or providers.

B. Home health care coverage mav be applied to the nonhome health care
benefits Drovided in the Dolicv or <certificate when determining
maximum coverage under Che terms of the policy or certificate.

Drafting Note: Subsection B permits the home health care benefits: to be
counted toward the maximum length of long-term care coverage under the oolicv.
The subsection is not intended to restrict home health care to a period of time

which would make the benefit illusorV. It is suggested that fewer than 40
visits amount Co an illusory home health care benefit,.
Section 10. Requirement to O ffer Inflation Protection

A. No insurer may offer a long-term <care insurance policy unless the

insurer also offers to the policyholder the option to purchase a
rolicv that provides for benefit levels to increase with benefit
r.nximums or reasonable durations which are meaningful to account for
reasonably anticipated increases in the costs Of long-term care
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services covered bv the policy. Insurers muse o ffer to each
policyholder, at the time of purchase, the option to purchase a
policy with an inflation protection feature no less favorable chan

one of the following:

(1) Increases benefit levels annually. Tin a manner so chat the
increases are compounded annually]:

(2) Guarantees che insured individual the right to period'cally
increase benefit levels without providing evidence of
insurability or health status so long as the option for the
previous period has not been declined: or

(3) Covers a specified percentage of actual or reasonable charges.

B. Where the policy is issued to a group, the required offer in
Subsection A above shall be made to the group policyholder: except,
if the policy is issued to a group defined in [Section 4E(4) of che
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:

(11 Life insurance policies or riders containing accelerated
long-term care benefits, nor

(2) Expense Incurred long-term care insurance policies.

D, Insurers shall include the following inform ation in or with the
outline of coverage:

(11 A graphic comparison of the benefit levels of a policy that
increases benefits over the policy period with a policy chat
does not increase benefits. The graphic comparison shall show
benefit levels over at least a twenty (201 year period.

(21 Any expected premium increases or additional premiums to pay for
autom atic or optional benefit increases. If premium increases
or additional premiums w ill be based on the attained age of the
applicant at the time of the increase, the insurer shall also
disclose the magnitude of the potential premiums the applicant
would need to pay at apes 75. and 85 for benefit increases.

An Insurer mav use a reasonable hypothetical. or a graphic

demonstration, for the purposes of this disclosure.

D rafting Note: It is intended that meaningful inflation protection be
provided. It is suggested that a minimum of five percent (5X1 (compounded!
annual cost increase be used as a base for determining future costs and
premiums. Meaningful benefit minimums or durations <could include providing

increases

to attained age, or for a period such as at least 20 years, or for

1



some m ultiple of the policy's maximum benefit, or throughout che period of

coverage.

Section 8t 11. Requirenents for Repl&cenent
A. Question Concerning Replacement. Individual and direct response
solicited long-term care insurance application forms shall include a
question designed to e licit information as to whether the proposed
insurance policy is intended to replace any other accident and
sickness or long-term <care insurance policy presently in force. A

supplementary application or other form to be signed by che applicant
containing such a question may be used.

B. S olicitations Other than Direct Response. Upon determining chat a
sale w ill involve replacement, an insurer; other than an insurer
using direct response solicitation methods, or its agent; shall
furnish the applicant, prior to issuance or delivery of the
individual long-term care insurance policy, a notice regarding
replacement of accident and sickness or long-term care coverage. One
copy of such 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:

NOTICE TO APPLICANT REGARDING REPLACEMENT
OF INDIVIDUAL ACCIDENT AND SICKNESS OR LONG-TERM CARE INSURANCE

Acco: .mg to [your application] [inform ation 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 provides ten
(19) thirty (30) days within which you may decide, without cost, whether you
desire to keep the policy. For your own inform ation and protection, you should
be aware of and seriously consider certain factors which may affect the
insuranceprotection available to you under the new policy.
1. 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,pr.sdflay in payment of benefits

under the new policy, whereas a similar claim might have been payable

under your present policy.

2. 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.

3. If, after due consideration, you s till wish to terminate your present
policy and replace it with new coverage, be certain to truthfully and
completely answer all questiorr on the application concerning your
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medical health history. Failure to include all material medical
inform ation on an application may provide a basis for the company to
deny any future <claims and to refund ycur premium as though vyour

policy had never been in force. A fter the application has been
completed and before your sign it, reread it carefully to be certain
that all information has been properly recorded.

The above "Notice to Applicant" was delivered to me on:

(D ate)

(Applicant's Signature)

C. Direct Response S olicitations. 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 pro-iided in the

following manner:

NOTICE TO APPLICANT REGARDING REPLACEMENT
OF ACCIDENT AND SICKNESS OR LONG-TERM CARE INSURANCE

According to (your ?'>plication] [inform ation you have furnished], you intend to
lapse or otherwise cerminate 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 provides
thirty (30) days within which you may decide, without cost, whether you desire
to keep the policy. For your own information and protection, you should be
aware of and seriously consider certain factors which may affect the insurance
protection available to you under the new policy.

1. H ealth conditions w hich 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. 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 wunderstand all the relevant factors involved In

replacing your present coverage.

3. [To be included only if the application is attached to the policy.]
I1f, after due consideration, you s till 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
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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 (30) days if any inform ation is not
correct and complete, or if any past medical history has been le ft

out of the application.

(Company Name)
Section 9? 12. Discretionary Powers of Coonissioner

The Commissioner may upon written 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:

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

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

C. (1) The m odification or suspension is necessary to the development
of an innovative and reasonable approach for insuring long-term

care; or

(2) 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

(3) The m odification or suspension is necessary to permit long-term
care insurance to be sold as part of, or in conjunction with,
another insurance product.

D rafting Note: This provision is intended to provide the Commissioner with
lim ite d discretion and fle xibility to accommodate specific and innovative
long-term care insurance products, which are shown to be in the public's best
interest. This provision is intended to be used sparingly for this purpose.

Section 19? 13. Reserve Standards

A. When long-term care benefits are provided through the acceleration of
benefits under group or individual Ilife policies or riders to such
policies, policy reserves for such benefits shall be determined in
accordance with [cite the standard valuation law for life insurance,
which contains a section referring to "special benefits" for which
tables must be approved by the commissioner]. Claim reserves must



also be established in the case when such policy or rider is in claim

status.

Reserves for policies and riders subject to this subsection should be

based on the m ultiple decrement model utilizing all relevant
decrements except for voluntary termination rates. Single decrement
approximations are acceptable if the calculation produces essentially
similar reserves, if the reserve is cluarlv more conservative, or if
the reserve 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 Ilife insurance benefit be less
than the reserves for the life insurance benefit assuming no

long-term care benefit.

In the development and calculation of reserves for policies and
riders subject to this subsection, due regard shall be given to the
applicable policy provisions, marketing methods, adm inistrative
procedures and all other considerations which have an impact on
projected claim costs, including, but not limited to, the following:
(1) D efinition of insured events;

(2) Covered long-term care facilities;

(3) Existence of home convalescence care coverage;

(4) D efinition of facilities;

(5) E xistence or absence of barriers to eligibility;

(6) Premium waiver provision;

(7) Renewability;

(8) A bility to raise premiums;

(9) M arketing method;

(10) Underwriting procedures;

(11) Claims adjustment procedures;

(12) W aiting period;

(13) Maximum benefit;

(14) Availability of eligible facilities;

(15) Margins in claim costs;

(16) Optional nature of benefit;
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(17) Delay in eligibility for benefit;
(18) Inflation protection provisions; and

(19) Guaranteed insurability option.

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

American Academy of Actuaries.

B. When long-term care benefits are provided other than as in Subsection

A above, reserves shall be determined in accordance with [cite law

minimum health insurance reserves, the NAIC version of
"using a table established for reserve

referring to
which requires reserves
purposes by a qualified actuary and acceptable to the commissioner"!.

Section lit 14. Loss Ratio

Benefits under individual long-term care insurance policies shall be deemed

reasonable in relation to premiums provided the expected loss ratio is at least
sixty percent, 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 relevant factors, including:

A. S tatistical credibility of incurred claims experience and -earned

premiums;

B. The period for which rates are computed to provide coverage;

C. Experienced and projected trends;

D. Concentration of experience within early policy duration;

E. Expected claim fluctuation;

F. Experience refunds, adjustments or dividends;

G. Renewability features;

H. All appropriate expense factors; *'t

l. Interest,;

J. Experimental nature of the coverage;

K. Policy reserves;

L. Mix of business by risk classification; and

M. Product features such as long elimination periods, high deductibles

and high maximum Iim its.
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D rafting Note: The enumeration of the thirteen items includes factors

traditionally not allowed in <calculating rates. Because of the desire to
foster development of the long-term cars, product, the drafters' intention is
that the consideration of these factors w ill provide sufficient latitude to

achieve che sixty percent loss ratio.
Section 12: 15. Filing Requirement

Prior to an insurer or similar organization offering group long-term ~care
insurance to a resident of this state pursuant to Section 5 of the Long-Term
Care Insurance Model Act, it shall file with the Commissioner evidence that the
group policy or certificate thereunder has been approved by a state having
statutory or regulatory long-term care insurance requirements substantially
similar to those adopted in this state.

Section 13: 16, 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
provision of law requiring the Commissioner to prescribe the format and content
of an outline of 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 which is capitalized or wunderscored in the standard format

outline of coverage may be emphasized by other means which provide
prominence equivalent to such capitalization or underscoring.

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

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

[Policy Number or Group Master Policy and C ertificate Number]
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or certificates which are guaranteed issue, che following

fExcept for policies
follows in

caution scatemenc. or languaee substantially similar, must appear as

the outline of coverage.l

Caution: The issuance of this long-term care Insurance foolicvl fcertificatel
is based upon vour responses to the questions on vour application. A copy of
vour iapplication] fenrollment form! fis enclosed) fwas rec-iined bv you when
vou appliedi . If vour answers are incorrect or untrue, the company has the
right to deny benefits or rescind vour policy. The besttime to clear up any
guestions is now, before a claim arises! 1f. for anyreason, any of your
answers are incorrect, contact the company at this address: finsert address!

1. This policy is [an individual policy of insurance]([a group policy] which
was issued in che [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 notan insurance contract, but only a
summary of coverage. Only the individual or group policy contains
governing contractual provisions. This means that the policy or group
policy sets forth in detail the rights and obligations of both you and the
insurance company. Therefore, if you purchase this coverage, or any other
coverage, it is important that you READ YOUR POLICY (OR CERTIFICATE)
CAREFULLY!

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

(a) [Provide a brief description of the right to return--"free look"

provision of the policy.]

(b) [Include a statement that the policy either does or does not contain
provisions providing 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 of
them .]
4. 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.

5. LONG-TERM CARE COVERAGE. P olicies of this category are designed to
provide coverage for one or more necessary or medically necessary
diagnostic, preventive, therapeutic, rehabilitative, maintenance, or
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personal care services, provided in a setting other than an acute care
unit of a hospital, such as in a nursing home, in the community or in che

home.

This policy eprovides coverage in the form of a fixed dollar indemnity
benefit for covered long-term care expenses, subject to policy
[lim itations] [waiting periods] and [coinsurance] requirements. [Modify
this paragraph if the policy is not an indemnity policy.]

BENEFITS PROVIDED BY THIS POLICY.

(a) [Covered services, related deductible(s), w aiting periods,
elimination periods and benefit maximums.]

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

(c) (N on-institutional benefits, by skill level.]

[Any benefit screens must be explained in this section. If these screens
differ for different benefits, explanation of the screen 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. If activities of

daily living (ADLs) are used to measure an insured's need for long-term
care, then these qualifying criteria or screens must be explained.]

LIMITATIONS AND EXCLUSIONS.

[Describe:

(a) Preexisting conditions;

(b) Non-eligible facilities/provider;

(c) N on-eligible levels of care (e.g., wunlicensed providers, care or
treatment provided by a family member, etc.);

(d) Exclusions/exceptions;
(ej Lim itations.]

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

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

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

indicate the following:



(a) Thac che benefit level w ill noc increase over cime;

(b) Any automatic benefit adjustment provisions;

(c) Whether the insured w ill be guaranteed the option to buy additional
benefits and the basis wupon which benefits w ill be increased over
time if not by a specified amount or percentage;

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

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

9. TERMS UNDER WHICH THE POLICY (OR CERTIFICATE) HAY BE CONTINUED IN FORCE OR
DISCONTINUED.

[(a) Describe the policy renewability provisions;

(b) For group coverage, specifically describe continuation/conversion
provisions applicable to the certificate and group policy;

(c) Describe waiver of premium provisions or state that there are noc

such provisions;

(d) State whether or not the company has a right to change premium, and
if such a right exists, describe clearly and concisely each
circum starce under which premium may change.]

10. ALZHEIMER'S DISEASE AND OTHER ORGANIC BRAIN DISORDERS.
[State that che policy provides coverage for insureds clinically diagnosed
as having Alzheimer's disease or related degenerative and dementing
illnesses. Specifically describe each benefit screen or other policy

provision which provides preconditions to the availability of policy

benefits for such an insured.]

11. PREMIUM.
® r \%
[(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.]
12. ADDITIONAL FEATURES.

[(a) Indicate if medical underwriting is used;

(b) Describe other important features.]
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Section 1. Purpose

The pt pose of this Act is to promote the public interest, to promote the

availability of long-term <care insurance policies, to protect applicants for
deceptive sales or

long-term care insurance, as defined, from unfair or
insurance, to

enrollment practices, to establish standards for long-term care

facilitate public understanding and comparison of long-term care insurance

policies, and to facilitate flexibility and innovation in the development of

Iong—term care insurance coverage.

The purpose clause evidences legislative intent to protect the public
respect to

Comment:
w hile recognizing the need to permit fle xib ility and innovation with

Iong—term care insurance coverage.

Comment: The Task Force recognizes the viability of a long-term care product

funded through a life insurance vehicle, and this Act is not intended to
prohibit approval of this product. Section 4 now specifically addresses this
product. However, states must examine their existing statutes to determine

whether amendments to other code sections such as the definition of life

insurance and accident and health reserve standards and further revisions are

necessary to authorize approval of the product.

Section 2. Scope

The requirements of this Act shall apply to policies delivered or issued for
delivery in this state on or after the effective date of this Act. This Act is
not intended to supersede the obligations of entities subject to this Act to
comply with the substance of other applicable insurance laws insofar as they do
not conflict with this Act, except that laws and regulations designed and



intended
applied to

to apply to Medicare supplement insurance policies shall noc be
long term care insurance.

Note: See Section 61.

Comment:

This section makes clear that entities subject to the Act must

continue to comply with other applicable insurance legislation not in conflict

with this

Section 3.

Act.

Short Title

This Act may be known and cited as the "Long-Term Care Insurance Act."

Section 4.

Unless the
throughout

A.

Definitions

context requires otherwise, the definitions in this section apply
this Act.

"Long-term care insurance" means any insurance policy or rider
advertised, marketed, offered or desighed to provide coverage for
not less chan twelve consecutive months for each cohered person on an
expense incurred, indemnity, prepaid or other basis; for one or more

necessary or medically necessary diagnostic, preventive, therapeutic,
rehabilitative, maintenance or personal care services, provided in a

setting ether than an acute care wunit of a hosoital. Such term
includes group and individual annuities and life insurance policies
or riders which provide directly or which supplement long-term care
insurance. Such term also includes a policy or rider which provides
for payment of benefits® based upon cognitive impairment or the loss
of functional capacity. Long-term <care insurance may be issued by
insurers; fraternal benefit societies; nonprofit health, hospital,
and medical service corporations; prepaid V jalth plans; health
maintenance organizations or any similar organization to the extent
they are otherwise authorized to issue Ilife or health insurance.

Long-term care insurance shall not include any insurance policy which
is offered primarily to provide basic Medicare supplement coverage,

basic hospital expense coverage, basic m edical-surgical expense
coverage, hospital confinement Indemnity coverage, major medical
expense coverage, disability income protection coverage, accident

only coverage, specified disease or specified accident coverage, or
limited benefit health coverage.

"Applicant" means:

(1) In the case of an individual Ilong-term <care insurance policy,
the person who seeks to contract for benefits, and

(2) In the <case of a group long-term <care insurance policy, the

proposed certificate holder.



C. "C ertificate" means, for the purposes of this Act, any certificate
issued under a group long-term care insurance policy, which policy
has been delivered or issued for delivery in this state.

D. "Commissioner” means the insurance commissioner of this state.

D rafting Note: Where the word "Commissioner" appears in this Act, the
appropriate designation for the chief insurance supervisory o fficial of the
state should be substituted.

E. "Group long-term care insurance"” means a long-term care insurance
policy which is delivered or issued for delivery in this state and

issued to:

(1) One or more employers or labor organizations, or to a trust or
to the trustees of a fund established by one or more employers
or labor organizations, or a combination thereof, for employees
or former employees or a combination thereof or for members or
former members or a combination thereof, of the labor
organizations: or

(2) Any professional, trade or occupational association for its
members or former or retired members, or combination thereof, if

such association:

(a) Is composed of individuals all of whom are or were actively
engaged in the same profession, trade or occupation; and

(b) Has been maintained in good faith for purposes other than

obtaining insurance; or

(3) An association or a trust or the trustee(s) of a fund
established, created or maintained for the benefit of members of
one oOr more associations. Prior to advertising, marketing or
offering such policy within this state, the association or
associations, or the insurer of the association or associations,
shall file evidence with tha Commissioner that the association
or associations have at the outset a minimum of 100 persons and
have been organized and maintained in good faith for purposes
other than that of obtaining insurance; have been In active
existence for at least one year; and have a constitution and

by-laws which provide that:

(a) The association or associations hold regular meetings not
less than annually to further purposes of the members;

(b) Except for credit unions, the association or associations
collect dues or solicit contributions from members; and

(c) The members have voting privileges and representation on
the governing board and committees.



Thirty days after such filing the association or associations
w ill be deemed to satisfy such organizational requirements,
unless the Commissioner makes a finding that the association or
associations do not satisfy those organizational requirements.

(4) A group other chan as described in Subsections h.(l), E(2) and
E(3), subject to a finding by the Commissioner that:

(a) Theissuance of the group policy is not contrary to the
best interest of the public;

(b) Theissuance of the group policy would result in economies
of acquisition or administration; and

(c) Thebenefits are reasonable in relation to che premiums
charged.
F. "Policy" means, for the purposes of this Act, any policy, contract,

subscriber agreement, rider or endorsement delivered or issued for
delivery in this state by an insurer; fraternal benefit society;
nonprofit health, hospital, or medical service corporation; prepaid
health plan; health maintenance organization or any similar

organization.

D rafting Note: This Act is intended to apply to the specified group and
individual policies, contracts, and certificates whether issued by insurers;
fraternal benefit societies; non-profit health, hospital, and medical service
corporations; prepaid health plans; health maintenance organizations or any
similar organization. In order to include such organizations, each state
should id e ntify them in accordance with its statutory terminology or by
specific statutory citation. Depending upon state law, insurance department
jurisdiction and other factors, separate legislation may be required. In any
event, the legislation should provide that the particular terminology used by
these plans and organizations may be substituted for, or added to, che
corresponding terms used in this Act. The term "regulations" should be

replaced by the terms "rules and regulations” or "rules" as may be appropriate

under state law.

The definition of "long-term care insurance"” wunder this Act is .designed to
allow maximum fle xib ility in benefit scope, intensity and level, while assuring
that the purchaser's reasonable expectations for a long-term care insurance
policy are met. The Act is intended to permit long-term care insurance

policies to cover either diagnostic, preventive, therapeutic, rehabilitative,
maintenance or personal care services, or any combination thereof, and noc to
mandate coverage for each of these types of services. Pursuant to the
definition, long-term care insurance may be either a group or individual
insurance policy or a rider to such a policy, e.g., life or accident and
sickness. The language in the definition concerning "other chan an acute care
unit of a hospital" is intended to allow payment of benefits when a portion of
a hospital has been designated for, and duly licensed or certified as a
long-term car? provider or swing bed.



Section 5. E xtraterritorial Jurisdiction m Group Long-Term Care Insurance

No group long-term care insurance coverage may be offered to a resident of this
state under a group policy issued in another state to a group described in
Section 4E(4), wunless this state or another state having statutory and
regulatory long-term care insurance requirements substantially similar to those
adopted in this state has made a determination that such requirements have been

met.

D rafting Note: By |Iim iting extraterritorial jurisdiction to "discretionary

groups,” it is not the drafters' intentionthat jurisdiction over other health

policies should be |limited in this manner.

Section 6. Disclosure and Performance Standards for Long-Term Care Insurance

A. The Commissioner may adopt regulations that include standards for

full and fair disclosure setting forth the manner, content and
required disclosures for the sale of long-term care insurance
policies, terms of renewability, initial and subsequent conditions of
eligibility, non-duplication of coverage provisions, coverage of
dependents, preexisting conditions, termination of insurance,
continuation or conversion, probationary periods, lim itations,
exceptions, reductions, elimination periods, requirements for

replacement, recurrent conditions and definitions of terms.

Comment: This subsection permits the adoption of regulations =establishing
disclosure standards, renewability and e ligibility terms and conditions, and
other performance requirements for long-term care insurance. Regulations wunder

this subsection should recognize the developing and unique nature of long-term

care insurance and the distinction between group and individual long-term care

insurance policies.
B. No long-term care insurance policy may:

(1> Be cancelled, nonrenewed or otherwise terminated on the grounds
of the age or tht> deterioration of the mental or physical health
of the Insured individual or certificate holder; or

(2) Contain a provision establishing a new waiting period in the
event existing coverage is converted to or replaced by a new or
other form within the same company, except with respect to an
increase in benefits voluntarily selected by the insured

individual or group policyholder; or

(3) Provide —coverage for skilled nursing <care only or provide
significantly more coverage for skilled care in a facility than

coverage for lower levels of care.

C. Preexisting condition:

(1) No long-term <care insurance policy or certificate other than a
policy or certificate thereunder issued to a group as defined in



(2)

(3)

(4)

Prior

(1)

(2)

Section 4E(1) shall use a definition of "preexisting condition"
w hich is more restrictive chan the following: Preexisting
condition means a condition for which medical advice or
treatment was recommended by, or received from a provider of
health care services, within six months preceding che effective
date of coverage or an insured person.

No long-term care insurance policy or certificate ocher chan a
policy or certificate thereunder issued to a group as defined in
Section 4E(1) may exclude coverage for a loss or confinement
which is the result of a preexisting condition unless such loss
or confinement begins within six months following the effective
date of coverage of an insured person.

The Commissioner may extend the Ilim itation periods set forth in
Sections 6C(1) and (2) above as to specific age group categories
in specific policy forms upon findings chat the extension is in
the best interest of the public.

The definition of "preexisting condition" does not prohibit an
insurer from wusing an application form designed to e licit che
complete health history of an applicant, and, on che b-->sis of
the answers on that application, from underwriting in accordance

with that insurer's established underwriting standards. Unless
otherwise provided in the policy or certificate, a preexisting
condition, regardless of whether it is disclosed on the
application, need not be covered uncil the waiting period
described in Section 6C(2) expires. No long-term care insurance
policy or certificate may exclude or use waivers or riders of
any kind to exclude, I|im it or reduce coverage or benefits for

specifically named or described preexisting diseases or physical
conditions beyond the waiting period described in Section 6C(2).

hospitalization/institutionalization:

No long-term care insurance policy may be delivered or issued
for delivery in this state if such policy:

(a) Conditions eligibility for any benefits on a prior
hospitalization requirement; or « .-
(b) Conditions e ligibility for benefits provided in an

institutional care setting on the receipt of a higher level

of institutional care: or

(c) Conditions e ligibility for anv benefits other than waiver
of premium. post-confinement. post-acute care or
recuperative benefits on a prior institutionalization

requirement.

(a) A long-term care insurance policy containing any
liraitatlens-er-eenditiens-fer-eligibility -etherethan -these
prohibited --abeve --in --Paragraph --(1) post-conflnement.
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post-acute care oOr recuperative benefits shall clearly
label in a separate paragraph of the policy or certificate
entitled "Lim itations or Conditions on E ligibility for
Benefits" such lim itations or conditions, including any

required number of days of confinement.

(a)--A -leKj.-tera -eare -insurance -peliey -eentai. ling -a -benefiE
advertised? -marketed-er -effered-as -a -heme -health -eare -er
heme-eare-benefit-may-net-eenditien-reeeipt-ef-benefits-en
a-prier-institutionalization-requirement?

(b) A long-term care insurance policy or rider which conditions
e ligibility of non-institutional benefits on the ©prior
receipt of institutional care shall not require a prior
institutional stay of more than thirty (30) days fer-whieh
benefits-are-paid.

D rafting Note: The amendment to the section is prim arily intended to require
immediate and clear disclosure where a long-term care insurance policy or rider
conditions e ligibility ror non-institutional benefits on prior receipt of

institutional care.

(2) No long-torm care insurance policy or rider which provides
benefits only following institutionalization shall condition
such benefits upon admission to a facility for the same or
related conditions within a period of less than thirty days

aftor discharge from the institution.

D rafting Note: The Dec. 1988 amendment to this section w ill eliminated the
three-day prior hospitalization screen for new long-term care insurance
policies. Some states may wish to consider a "dual-option" alternative to the
total prohibition against the prior hospitalization screen, based on the
state's particular demographic, geographic and market characteristics. If so,
the following provision is such an alternative: "No long-term care insurance

policy which conditions the eligibility of benefits on prior hospitalization
may be delivered or issued for delivery in this State wunless the insurer or
other entity offering that policy also offers a long-term care insurance policy
which does not condition e ligibility of benefits on such a requirement."”

Editors Uote: Section 6D(2) is language from the original model act which did
not prohibit prior institutionalization. The drafters intended that Section
6D(2) would be eliminated after adoption of the amendments to this section
which prohibit prior institutionalization. States should examine their Section

6 carefully during the process of adoption or amendment of this Act.

E. The Commissioner may adopt regulations establishing loss ratio
standards for long-term care insurance policies provided that a
specific reference to long-term care insurance policies is contained

in the regulation.



Right to return - free look:

Long-term care insurance applicants shall have the right to return
the policy or certificate within thirty days of its delivery and to
have the premium refunded if, after examination of che policy or
certificate, the applicant is not satisfied for any reason.
Long-term care insurance policies and certificates shall have a
notice prominently printed on the first page or attached thereto
stating in substance that Che applicant shall have the right to
return the policy or certificate within thirty days of its delivery
and to have the premium refunded if, after examination of the policy
or certificate, other than a certificate issued pursuant to a policy
issued to a group defined Section 4(E)1 of this Act, the applicant is
not satisfied for any reason.

(1) An outline of coverage shall be delivered to a prospective
applicant for long-term <care insurance at the time of initial
solicitation through means w hich prominently direct the

attention of the recipient to the document and its purpose.

(a) The Commissioner shall prescribe a standard form at,
including style, arrangement and overall appearance, and
che content of an outline of coverage.

(b) In the case of agent solicitations, an agent must deliver
the outline of coverage prior to the presentation of an
application or enrollment form.

(c) In the case of direct response solicitations, the outline
of coverage must be presented in conjunction with any
application or enrollment form.

(2) The outline of coverage shall include:

(a) A description of the principal benefits and coverage
provided in the policy;

(b) A statement of the principal exclusions, reductions, and
lim itations contained in the policy;

(c) A statement of the terms under which the policy.rtor
certificate, or both, may be continued in force or
discontinued, including any reservation in the policy of a
right to change premium. Continuation or conversion
provisions of group coverage shall be specifically

described;

(d) A statement that the outline of coverage is a summary only,
not a contract of insurance, and that the policy or group
master policy contain governing contractual provisions;



(e) A description of the terms wunder which the policy or
certificate may be returned and premium refunded; ana

(f) A brief description of the relationship of cost of care and
benefits.

H. A certificate issued pursuant to a group Ilong-term care insurance
policy which policy isdelivered or issued for delivery in this state

shall include:

(1) A description of the principal benefits and coverage provided in
the policy;

(2) A statement of the principal exclusions, reductions and
lim itations contained in the policy; and

(3) A statement that the group master policy determines governing
contractual provisions.

Comment: The above provisions are deemed appropriate due to the particular
nature of long-term care insurance, and are consistent with group insurance
laws. Specific standards would be contained in regulations implementing this
Act.

l. At the time of policy delivery, a policy summary shall be delivered
for an individual life insurance policy which provides long-term care
benefits within the policy or by rider. In the <case of direct
response solicitations, the insurer shall deliver the policy summary
upon the applicant's request, but regardless of request shall make
such delivery no Ilater than at the time of policy delivery. In
addition to complying with all applicable requirements, the summary
shall also induce:

(1) An explanation of how the long-term care benefit interacts with

other components of the policy, including deductions from death
benefits;
(2) An illustration of the amount of benefits, the length of

benefit, and the guaranteed lifetim e benefits if any, for each

covered person;

(3) Any exclusions, reductions and lim itations on benefits of
long-term care; and

(4) If applicable to the policy type, the summary shall also
include:

(a) A disclosure o¥ the effects of exercising other rights

under the policy;

(b) A disclosure of guarantees related to long-term care costs
of insurance charges, and



(c) Current: end projected maximum lifetim e benefits.

J. Any time a long-term care benefit, funded through a Ilife insurance
vehicle by the acceleration of the death benefit, is in benefit
payment status, a monthly report shall be provided to the
policyholder. Such report shall include:

(1) Any long-term care benefits paid out during the month;
(2) An explanation of any changes in the policy, e.g. death benefits
or cash values, due to long-term care benefits being paid out;

and

(3) The amount of long-term care benefits existing or remaining.

K. Any policy or rider advertised, marketed or offered as Ilong-term care
or nursing home insurance shall comply with the provisions of this
Act.

Section 8. Administrative Procedures

Regulations adopted pursuant to this Act shall be in accordance with the
provisions of [cite section of state insurance code relating to the adoption
and promulgation of rules and regulations or cite the state's administrative
procedures act, if applicable].

Section 9. Severability

If any provision of this Act or the application thereof to any person or
circumstance is for any reason held to be invalid, the remainder of the Act and
the application of such provision to other persons or circumstances shall noc
be affected thereby.

Section 10. Effective Date

This Act shall be effective [insert date].

Legislative History (all references are to the Proceedings of the NAIC).

1987 Proc.1 11, 19, 655, 677-680, 700 (adopted).

1987 Proc. Il 15, 23, 632-633, 727, 730-734 (amended andreprinted).
1988 Proc.I 9, 20-21, 629-630, 652, 661-665 (amended and reprinted).
1989 Proc.I 9, 24-25, 703, 754-755, 789-793 (amended).

1989 Proc. Il (amended and reprinted).
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n electing the health insurance that"s right
for you can be very complicated. There can
be confusing words, exclusions and differing
costs for various coverages to understand.

Recently there has been yet another
form of insurance introduced to the
American people. Itislong-term care
insurance. While many people think that
Medicare insurance will cover the cost of
long-term care, such as care innursing
homes, itactuallypays for such coverage
only in certain cases. Even ifyou have pur—
chased private supplemental insurance,
sometimes calledMedigap, itdoes not covet
long-term care erther. Because there has
been limited insuranct for thiscar* in the
past, people have had to pay for theirown
care with theirown resources or become
impoverished in the process and qualify for
Medicaid.

This bookletwill explainwhat long—
term care isand how long-term care
insurance works. Italso provides a handy
checklistyou can use to compare policies
before you buy.

You owe ittoyourselftoexamine care—
fully all aspects relating to this coverage and
itscost. Many of the different types of
policies availablewill be suitable foryou and
will meet your needs. Some may be suitable
for others, but may not be suitable for you.
This bookletwill tell you in plain language

most ofwhat you need to know.
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Long-term
care
refers to
more than
nursing
borne

Care.

What is
long-term
care?

Long-term care isthe kind ofassistanceyou could
need ifyou ever have achronic illnessor dis—
ability that lastsa long time and you are unable to
care for yourself. Long-term care does not refer
only to nursing home care. ltcan be provided in
your own home ifyou need help with activities
such as bathing, walking or doing chores.

There isa range of services available in the
community tomeet long-term care needs besides
the nursing home. These services include: visiting
nurses, home health aides, friendly visiting, meals
on wheels, chore servicesand respite care that is
available for caregiverswho need an occasional
break from daily responsibilities.

Some or all of these services may be avail—
able inyour community. You may want to check
with the AreaAgency on Aging, listed in the
telephone book, for help in locating these types
of long-term care services.

What are the chances
that you will need long—
term care?

2000, more than 8 million Americans aged 65
oi more probably will need some form of long—
term care due to disabilityor chronic illness. Most
people can be cared for athome. Family and
friends are the sole caregivers for 70 percent of
these elderly.

Those aged 85 or older are the most at risk
for needing long-term care. In fact, statisticsshow
that, atany given time, 22 percent of those age 85
and older are inanursing home. One study
showed that in 1985,2.3 million people who were
65 years old and older spent at leastpan ofayear
ina nursing home. An additional 4 million elderly
people received care in their homes.



At the same time, itisestimated that two out
of five people aged 65 or more riskentering a
nursing home. Ilalfof them will need tostay
about sixmonths or less; and halfwill need to stay
an average of2.5years. Only a .small number stay
longer than 5 years.

What are the costs
associated with
long-term care?

Long-term care can be very expensive. Recent

raj:;:*r m Lft

figures indicate thata year inanursinghome Medicare
costs an average of $25,000. Depending on where
you live itcould cost more than that. paysfor

Home-based care (help with dressing, bath—

ing, household chores) provided by an aide just nursing

three times aweek for a year can easily cost $440 hom e

each month, or $5,300 a year. Ifyou require some —

one toassistyou inadministering oxygen or care in

medication, for example, skilled nursing visits can

cost even more with threevisitsper week fora limited

year running asmuch as $8,200 per year. _ _
situations.

Who pays
for it?

Neither Medicare nor private Medicare sup —
plemental insurance (or the health insurance you
may have through your employer) will pay for
most long-term care expenses. Medicare sup—
plemental insurance (Medigap) isprivate insur—
ance that isdesigned to help cover some of the
gaps inMedicare coverage— but not long-term
care. Even the new CatastrophicCareAmend —
ments toMedicare do not cover long-term care.
Many people think that thisnew expansion of
Medicare insurance will cover the cost of nursing
home care or home health care, but itactually
pays for such coverage only inextremely limited
circumstances.



People can
m VAR
lose most
itee /0

oftheir
assets after
entering
anursing

home.
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Medicare will help pay for long-term care
under these conditions only:

n Skilled nursing care iscovered for up to 150
days per calendar year. You must meet restric—
tive eligbility criteriaand a physician must show
that nursing home admission isnecessary ”
Under the new law, in 1989 there isa $25.50
copayment per day for the first through the
eighth day ofanursing home confinement.
After the eighth day there isno copayment
required.

a Part-time skilledhome health care iscovered
but only for short-term unstable conditions.
You must be homebound and certified by adoc—
tor that care isnecessary”. Also, the home health
agency must participate inMedicare. The new
lav* allows more frequent use of the benefits
under limited circumstances.

Your carewill not be covered ifwhat you
need iscustodial care, or ifyou need prolonged
home health care on adaily basis. (See Glossary*®
for definition of intermediate care and custodial
care.)

Itisnot surprising then that Medicare pays
for less than 2 percent of the nation $annual nurs—
inghome bill. Medicare supplemental policies
generally do not cover services in addition to
Medicare, but rather are designed to pay the costs
Medicare does not cover such as hospital deduct—
ibles or physician copayments. More than halfof
nursing home care expenses are paid out-of-
pocket by individuals and their families.

Medicaid isamajor payer of nursing home
care, accounting for 42 percent of all payments to
these fecilities. Medicaid isa federal-state welfare
progran neant toprovide help with medical
expenses .othe aged, blind and disabled poor.
Many people who begin paying for nursing home
care out of theirown pockets are often impov —
erished soon after entering a nursing home. They
then turn to Medicaid to pay part or all of their
nursing homes expenses.

Recent changes toMedicaid allowyour
spouse tokeep at least $786 per month and at
least $12,000 in assets in 1989, ifyou should



become Medicaid-eligible for nursinghome care.
These amounts will increase annually.

It isdifficult to know what kind ofcare you
may need or what the costs will be. But knowing
that you will be responsible for the majority of
expenses, you need toknow what kind of insur—
ance coverage you should consider. The rest of
this booklet describes features of private insur—
ance policies and provides a convenient work
sheet you may use inevaluating insurance
policies.

What kind of
Insurance IS

Long-term care insurance isa relatively new type
of private insurance. More than 100 companies
offer private long-term care insurance today and
that number isrisingasmore insurancecom —
panies seek to fill thisgrowing need.

Almost all policies now available are called
indemnity policies, meaning they pay a set
amount, usually a fixed dollar amount per day for
nursinghome or home health care. No policy,
however, provides full coverage for all expenses.
In addition, many policies do not increase the
indemnity amount as the cost of care increases
over time. Several newer policies do offer
increased benefits over time to allow for
increased costs.

Long-term care coverage also is offered as
part of it.dividual lifeinsurance policies. Under
this arrangement, acertain percentage of the
policy's death benefit is paid for each month the
Dolicyholder requires long-term care.

Each policy ispriced differently. In 1987,
individual policy premiums ranged from about
$250 ayear inpremiums tomore than $2,500
depending on several factors-

The younger you are when you buy a policy, the
lower the premium. Most policiesare sold on an
entry-age level basis, so that the premium should

At
Private
long-term
care
insurance
canfill
agrowing
need.



remain at that level and not increase with age,
unless there isan increase for everyone that has
the same kind of insurance.

Elimination or deductible periods

These are defined as the number ofdays you

must be confined ina facilityor the number of
home care visitsyou must receive before policy
benefits begin. For example, ifthe policyyou
select has an elimination period of 20 days for
nursing home care or home health visits, your
policy will begin paying you benefits on the 21st
day. Usually the longer die elimination or deduct—
ible period, the lower the premium.

Policies Indemnity value and duration of benefits
can covet' These vary from polity to polity 7but ingeneral
themore money the policywill pay or the longer
round - *t“h_e.- the benefit period, the more the polity Tosts. For
'l 'l'("” L example, a policy that pays S100 a day for up to
clock care fiveyears of nursing home care will cost more
and help than a polity that pays $50 a day for three years.
with _
. What kind
daily
i of coverage
activities. = =
IS provided?

Long-term care policies usually pay for skilled,
intermediate or custodial care inanursing home.
Generally, skilled care refers to round-the-clock
treatment by a registered nurse under adoctor §
supervision. Intermediate care refers toocca—
sional nursing and rehabilitative care under the
supervision of skilled medical personnel. Cus —
todial care primarily meets personal care needs
in activities of daily living such as help in bathing
or eating that can be provided by someone
without professional medical sills.

Most policies will pay for expenses in
facilities that are licensed by the state to provide
skilledand intermediate care and participate in
Medicaid and Medicare, and meet the policy$§
definition of skilled, intermediate or custodial
care.

Many long-term care policies require
hospitalization before covering any portion ofa

6



nursing home stay. This is increasingly not the
case, however. A few require that the policy—
holder receive skilled or intermediate care
before theywill pay for custodial care or allow
that custodial care be covered only ifitis
provided inaskilled or intermediate nursing
home.

Also, policies usually cover home health care
services such as skilled or nonskilled nursing care
and homemaker and home health aides, although
many policies require a prior nursinghome or
hospital stay before they will cover home health
care benefits. This, too. ischanging. Newer
policies do not base benefit eligibility for nursing
home or home health care benefitson a prior
hospitalization requirement.

Therefore, itisvery important to make sure
the coverage you seek isprovided in the policy.
Also, make sure you understand the conditions
under which your policywill pay for nursing
home or home health care.

What kinds of
limits are
there?

All policiescontain limitations and exclusions in
addition to age, elimination or deductible
periods, and the amount and duration ofbenefits.
The purpose of these provisions isto help main—
tain reasonable premiums thatwould cover
anticipated costs should thatbecome necessary.
Other limitations for consideration are:

Preexisting conditions

An insurance company generally requires that a
certain period of time passes before the policy
pays for care related to a health problem you may
have already had when you became eligible for
coverage. Such health problems are called
preexisting conditions. At this time, mostcom —
panies use asix-month preexisting condition
limitation period. (For these policies, ifyou need
to use iong-term care benefits within sixmonths

(Continued on page 10)

Make sure
the
benefits
you want
are
covered.



Long-Term Care Policy Checklist *>

Thefollow ing checklist w illhelpyou compare policiesyou may he considering.

1 h What services are covered?
B Skilled care
B Intem Jiatecare
fl Custodial care
H Home healdi care
H Other care

2. How much does the {oolicy pay per day for:
B Skilled care
H Intermediate care
H Custodial care
B Home healdi care
H Other care

3u Does die policy offer a means for increasing benefits to account for
expected future costs? Ifso, how?

Is diere an additional premium?

4 b Does the policy have a maximum lifetime benefit? Ifso, what is it?
B Nursing home
B Home health

Policy Brare;

AliyA
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5* Does the policy have amaximum length of coverage per “Spell of
illness”dfmaximum benefit period? Ifso, what is it?
m Nursing home
m Home health

6a How long do Ihave towait before preexisting conditions are covered?
a IsAlzheimer S disease =covered?

8a How many days isdie elimination or deductible period before benefits
begin?

a Does diis policy require:
H Physician certification of need
m A iiinctioel assessment
B A prior hospital stay for:
h Nursinghome care
mHome health care

m A prior nursing home stay for home health care
H Other

10 a Can die policy be cancelled?
11 a Will die policy cover you ifyou move to arodier area?
12 a What isthe age range for enrol Iment?

13 a What does the policy cost?
H permondi
M per year



Dont
beafraid

to ask an
insurance
agent if
something is
unclear.

of the effective date of coverage due toa preexist—
ing condition, you may be denied coverage.

Eligibility

For most individual policies, you will be unable
to buy a policy after a certain age. Each company
sets itsown age limit, usually around age 79. Most
policies are available only to those over the age of
50. These age limitations refer only to the ability

to purchase long-term care ins» Zranee, not to the
age you arewhen you use the benefits.

Renewability

Most policiessold on an individual basisare
guaranteed renewable and cannot be cancelled.
This renewability provision normally isfound on
the first page of the policy and tellsunder what
conditions the policy can be cancelled and under
what conditions premiums may be raised.

Exclusions

Policies may not pay for long-term care related t)
inorganic mental or nervous conditions, alco—
holism, mental retardation, or certain other
health conditions or situations. Alzheimer Sdis—
ease and other related cognitive impairments,
leading causes for nursing home admissions,
generally are covered. Check policy provisions
carefully todetermine what exclusions apply.

What should you look ton
ina long-tem care

policy?

He sure to read policiesyou are considering care—
fullyand compare them. Ask forasummary of the
policies Denefits or adisclosure form outlining

the policies Teatures. Don The afraid to ask your
insurance agent about anything unclear. There is
no single solution for everyone, but your finan—
cial plans should include consideration ofyour
long-term care needs,



Glossary

The following definitions ofcommonly used long—
term care terms are meant toprovide ageneral
definition ofeach term but may differ somewhat
from those found in long-term care policies, in
Medicare or by actual nursing homes.

mConditionally reir3wable— An insurance com—
pany agrees to continue to insure a policyholder
as long as itcontinues to insure all people in the
state holding the same kind of policy.

mCoinsurance- A percentage of alllowed expen—
ses thatan insured person isrequired to pay, eg.,
20 percent of "reasonable™ charges under
Medicare.

mCustodial care- Care that isprimarily for meet —
ing personal needs such as help inbathing, dress—
ing, eating or taking medicine. ktcan be provided
by someone without professional medical skills

or training but must be according todoctor Sor—
ders.

mDeductible or elimination period- This

amount isthe initial sum that must be paid for ser—
vices covered under an insurance plan before
benefits are paid by the insurance company. ltis
usually expressed in terms of days in long-term
care insurance policies (e.g., 20 days).

mDisclosure form— A description of benefit, ex —
clusions and provisions ofa policy that facilitates
understanding of the plan and comparison

among plans.

mExclusion—- Any condition or medical expense
forwhich the policy will not pay.

mGuaranteed renewable— An insurance a

party agrees to insure a policyholder for lifeas
long as the premium ispaid and for a fixed
premium unless there isan across-the-board rate
increase.

rHome health care— Care received at home
such as part-time skilled nursing care, speech
therapy, physical or occupational therapy, part-
time servicesofhome health aides or help from
homemakers or choreworkers.



mindividual Insurancfl- Insurance underwritten
and sold on an individual basis.

mIntermediate care- Occasional nursing and
rehabi litative care that can be performed by, or
under the supervision of, skilled medical person—
nel only. Care must be based on doctor Sorders

alntermedié&ie care facility- a nursing home
that is licensed by the stateand one that may be
certified by Medicaid to provide intermediate
care. ltmay provide custodial care as well.

H Medicaid- A joint federal-state program that
provides payment for health care services to
those with low incomes or withvery high medical
bills relative to income and assets. ktprovides
benefits for long-term nursinghome care once
income and assets have been Jpent down”to
eligibility levels. Italso providessome home
health services.

mledicare- -The federal program providing
people aged 05 and older, some disabled persons
and those with end-stage renal disease with hospi—
tal and medical insurance. Active employees
covered under theiremployers Plans do not
qualify. Itprovides only very limited benefits for
nursing home and home health sendees under
narrowly defined circumstances.

mledlgap— Medicare supplemental insurance is
private insurance thatsupplements or fillsin
many of the gaps inMedicare coverage, such as
deductibles and coinsurance amounts. ldoes
not, however, provide benefits for long-term care.

mPreexisting condition exclusion- An ex—
clusion of benefits for medical conditions thata
policyholder had before applying for health or
long-term care insurance.

mSkilled nursing care- ;>aily nursing and

rehabi litative care that can be performed only by,
or under the supervision of, skilled medical per—
sonnel . Care must be based on doctor Sorders.

mSkilled nursing facility- A nursing home that
is licensed by the stateand one that may be cer—
tified by Medicare and/or Medicaid to provide
skilled care. Italso may provide intermediate and
custodial care.

12



Questions we hear
most often

What does long term care
Insurance cover?

Generally, today S policies cover skilled, inter—
mediate and custodial care instate-licensed nurs—
ing homes. They also cover home health services
provided by state-licensed and/or Medicare cer—
tifiedhome health agencies.

ff1l How much do
w m policies pay?

Almost all policies pay a fixed amount per day, or
an indemnity, that is independent ofa particular
nursing home or home health agency rate.
Policyholders are usually offered a choice of
indemnity amounts ranging from $40 tomore
than $100 per day. Generally, the higher the in—
demnity, the higher the premium. Inmost cases,
the indemnity for home health care is50 percent
of the nursing home rate.

What about five years from now,
when costs probably will rise?

The cost of nursing home care varieswidely and
depends on factors such asgeographic location,
and staffingand personnel requirements. The
average cost ofayear inanursinghome is
$25,000 and rising steadily.

Most policies currently do not automatically
adjust the benefitamount upward toaccount for
higher costs expected in the future. Make sure
you understand whether the poliq you are
examining offers protection against future,
increasing costs. Ifthe policy does offer protec—
tion, make sure you understand how the
provision works. While these types ofpolicies are
more expensive, more companies are offering
them.



Do these policies cover Al?.helmer's
disease?

Policies generally cover Alzheimer Sdisease
specificallyor Trganic mental and nervous disor—
ders,” which generally include Alzheimer®s dis—
ease and related disorders.

What are the real chances of
entering a nursing home?

A Brandeis University study indicates that persons
aged 65 or more face a 40 percent chance ofenter—
ing a nursing home for any length of time. For
thosewho do, 40 percent will stay three months

or less.

What do
policies cost?

Polig Premiums are based on the age of the pur —
chaser. The premium remains atone level for as
long as you ow-n the policy, although premiums
can be increased ifthey are raised for all individ—
ualswho hold a poliqg Just likeyours. Premiums,
ingeneral, cannot be increased because ofyour
age or ifyour health deteriorates. At age 50, a
poliq offering a $60 per day nursing home
indemnity and a 20-day deductible period costs
around $300 per year, at age 65, about $675 and at
age 79 or 80, about $2,100 per year.

How does the preexisting condition
limitation work?

Preexisting conditions are conditions thatwar —
ranted medical attention prior to the poliqrs
effective dale. Benefits for preexisting conditions
will be paid ifyou require long-term care after
buying the poliq, usuallyaftera period of six
months What thismeans isthat ifyou buy a
policy and need services for a preexisting condi —
tionwithin sixmonths of purchase, itwill not pay.
Ifeveryone who already needed long-term care
purchased apoliqg, premiums would not be affor—
dable for healthy persons.



= What else do | need
to know?

Insurance policies are legal contracts; make sure
you understand what you are buying. Ifyou are
not satisfiedwith an agent §answers, ask for a
phone number or an address ofsomeone you can
contact in the company itelf. Good agents want
you to know what you are buying. Community
consumer organizations such as the Better Busi—
ness Bureau, which islisted inyour telephone
book, might also help answer your guestions.

Whs offers long-term care
insurance?

You may obtain a listof all companies offering
long-term care policies by writing to:

Health Insurance Association of America

P.0. Box 41455
Washington, DC 20018



Additional Reading

Additional publications about health care
coverage and long-term care are available from
other organizations.

American Association of Homes for the Aging
Suite 400

1129 20th Street, N.W.

Washington, DC 20036

Telephone: 202/296-5960

Brochures describing continuing care retrement
communities.

American Association of Retired Persons
Health Advocacy Services

1909 K Street, N.W.

Washington, DC 20049

Telephone: 202/872-4700

Booklets andpamphlets on long-term care choices
for older Americans.

American Health Care Association
1202 L Street, N.W.

Washington, DC 20005

Telephone: 202/842-4444

Variouspamphlets about long-term carefacilities.

Council of Better Business Bureaus
Suite 800
4200 Wilson Boulevard

Arlington, VA 22203
Telephone: 703/276-0100

Wrritten materials on home care and nursing homes.

National Consumers League
Suite 516

81515th Street, N.W.
Washington, DC 20005
Telephone: 202/639-8140

Consumersguide to life care communities has
health and am bulatoryfacts/jeets on Medicare.



Health Insurance Association o f America
1025 Connecticut Avenue, NW
Washington, DC 20036-3998

(202) 223-7780
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Introduction

Long-term care insurance is an emerging
private financing mechanism for long-term
care services-those services required due
to a chronic illness or a condition lasting
over a prolonged period of time. Currently,
through the Medicaid program, govern-
ment payment for long-term care is avail-
able only for the poor. Individuals not
qualifying for Medicaid generally use their
own assets until they are exhausted. State
governments are searching for ways to
reduce the burden of Medicaid expenses
and to halt the financial drain on
individuals. Long-term care insurance and
other private financing mechanisms for
long-term care represent a group of pos-
sible solutions to the problem.

State governments are also responsible for
insurance regulation and consumer protec-
tion. Having begun to assess the need for
regulation of long-term care insurance,
states are finding that such regulation
raises some difficult issues. Because long-
term care insurance is relatively new,
insurers consider it a financially risky

venture. Some state attempts to protect
consumers and regulate the insurance
market raise the possibility that insurers
may withdraw from the state rather than
operate under conditions of increased
financial risk. Each state must balance the
need to protect consumers against the
possibility of losing any potential benefits
of long-term care insurance. States also
may want to take action promoting the
purchase of long-term care insurance.

This booklet discusses the potential
importance to states of long-term care
insurance, describes general policy
characteristics, and summarizes state
actions to both regulate and promote long-
term care insurance. It is intended as a
resource for both legislators and others
involved in long-term care financing and
public policy formulation.



One:

_ What Are Long-Term Care
Question and Long-Term Care

Insurance?

Long-Term Care

Long-term care refers to a broad spec-
trum 01 medical and support services
provided to persons who have lost
some or all capacity to function on
their own due to chronic illness or
condition and who are expected to
need such services over a prolonged
period of time.1

As used in this booklet, lONg-term care does
not include short-term rehabilitative care,
whether provided in nursing homes, other
institutional settings such as extended care
or rehabilitation units of acute care
hospitals, or individuals' own homes. In
contrast to acute care, long-term care
typically requires less technical and inten-
sive medical treatment. Nurses, nurses
aides, rehabilitation and other specialists,
and persons providing homemaker services
play key roles. Physicians are less promi-
nent than in acute care.

There are tluee different levels uf long-
term care:

g Skilled nursing ¢
rehabilitative f
skilled health
basis, under c

a Intermediate ca i'me as
skilled nursing :ept that
procedures may Mined on an
occasional basis; ai

Custodial/personal are- nee in
activities of daily living tiun be
provided by persons without
medical skills/

nursing and

esgiven by
nel on a daily
ra physician;

Although there is general agreement on the
existence of the three levels of care,
insurers, government officials, and other
groups all define the three levels dif-
ferently.

All three levels of long-term care can be
provided in nursing homes or in patients’
own homes. The cost for each type of care,
however, may vary by the setting. In 1984,
approximately 20 percent of persons
receiving long-term care resided in nursing
homes, with the remainder living at home.
Of those in their own homes, 75 percent
were maintained solely through the efforts
of unpaid caregivers such as family,
friends, and volunteer community
workers/

The elderly (over age 65) population, the
primary users of long-term care services,
will increase in the future. By the year
2000, the number of elderly (over age 65)
persons w ill have increased by 37 percent
over the number in 1980/ As a percentage
of total population, the elderly will
increase from 11.3 percent in 1980 to 13.1
percent by 2000/ Increasing longevity will
swell the over-S5 age group, those elderly
most likely to need long-term care. The
number of persons over age 85 in the year
2000 will be 129 percent higher than the
number of persons in the same age group
in 1980." It is estimated that on any given
day in 1978 22 percent of those over 85
resided in nursing homes, compared with 7
percent of the age 75 to 84 population and
only 2 percent of the age 65 to 74 popu-
lation/

The need for long-term care services wiill
reflect the growth in the elderly popula-
tion. The number of elderly persons with
limitations of activity due to chronic condi-
tions is piojeck.' to inetease 38 petcent
between 197S and 2003 assuming current
mortality rates/ Shoulu mortality rates



continue to decline, the increase could be
as high as 64 percent." Nursing home
utilization is projected to rise by between
62 percent and 125 percent in the same
time period, depending on whether mortal-
ity rates remain constant or decline.10

Long-Term Care Insurance

Long-term care Insurance is insurance
intended to covei long-term care services.
The definition of long-term care used in
this publication excludes short-.erm
rehabilitative or acute care services. Conse-
quently, the definition of long-term care
insurance excludes insurance intended
primarily to cover short-term care, such as
Medicare supplemental insurance covering
Medicare deductible and coinsurance
payments. (See Question Four for acom-
plete discussion of the Medicare nursing
home benefit.) Existing long-term care
insurance policies cover long-term care
services exclusively, but long-term care
insurance eventually may be sold as part of
a more comprehensive health or life
insurance package.

Policies now on the market have the
following general characteristics:

m Coverage for nursing home care
(almost always skilled nursing care,
sometimes intermediate or custodial
level care) and sometimes for home
health care services. Benefits are
paid up to a specified maximum
number of days, home visits, or
dollars, and often are contingent on
a prior stay in a nursing home or
hospital.

® Indemnity benefit payments.
Policyholders receive a specified
amount of money per day or per
home visit, regardless of the actual
expenses incurred. Policyholders
then are responsible for paying pro-
viders of care, making up the dif-
ference between insurance receipts

and charges incurred out of their
own funds. Some policies escalate
the amount of the indemnity pay-
ment each year the policy is in
force, charging a higher premium
for this option.

m Benefit or coverage limitations.
Long-term care required for certain
conditions, such as alcoholism or
mental illness, may be excluded
entirely from coverage. Care for
other medical conditions diagnosed
or treated before the policy is pur-
chased ("pre-existing conditions"),
such as heart disease or stroke, may
be covered only after a waiting
period of between three months and
one year. Policyholders generally
pay foraminimum number ot nurs-
ing home days or home health visits
before benefit payments can begin
("elimination periods").

Should current policies achieve satisfactory
results, insurers can be expected to
broaden their offerings to include policies
with wider coverage and fewer exclusions
and limitations.

Estimates of the number of insurers offer-
ing long-term care policies range as high as
35.n At least one policy is available in
every state. Between 130,000'-" and
200,000 policies are estimated to be in
effect.



Long-term care insurance helps consumers
pay for long-term care by spreading the
risks and the costs over large numbers of
persons. There also exist two types of asset
accumulation programs (not discussed
further in this publication) that help
consumers generate funds to pay for long-
term care services by themselves:

m Asset accumulation programs
targeted to health care. These
include life insurance with pre-
death long-term care benefits and
"individual medical accounts
("medical IRAs] that allow
individuals to save their own money
to pay for future health care expen-
ditures, These are largely proposals
at this time. Only one state, Colo-
rado, has enacted legislation
recognizing individual medical

accounts,land no insurers currently

offer life insurance with long-term
care benefits.

® Asset accumulation programs not
targeted to health. These include life
insurance cash value savings,
pension accumulations, and reverse
annuity/mortgage programs that
allow individuals to convert their
equity in real property or other
assets into monthly income. These
programs supply unrestricted in-
come *hat individuals may use for
any purpose, including health care.
All are widely available except for
reverse annuities/mortgages, which
are available only in certain states
and localities.

Acumuliated astsalkoa@uld e ussd ©
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_ Why IsLong-Term Care
uestion Insurance an Important Issle

WO:

Long-term care insurance has the potential
to reduce state Medicaid expenditures by
decreasing the m mber of persons who are
forced to rely on Medicaid to pay their
nursing home and home health care costs.
A major study of private financing of long-
term care, conducted by ICF Incorporated
for the U.S. Department of Health and
Human Services, estimated that long-term
care insurance could reduce Medicaid
nursing home expenditures by between S3
billion and S9 billion annually over a
35-year period (depending on the

for State Legislators?

assumptions used to estimate how many
persons would purchase long-term care
insurance).’l5These dollar amounts
represent reductions of between 8 and 23
percent in annual Medicaid nursing home
expenditures.If Another study, done by
The Brookings Institution using different
assumptions, estimated a maximum
average 5 percent reduction in Medicaid
expenditures in the years 2016 to 2020.1
Reductions might increase, however, in
subsequent years.
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