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A l a s k a  S t a t e  L e g i s l a t u r e

3111 C Street, Suite 150 During Session:
Anchorage, Alaska 99503 P.O. Box V

(907) 561 2038 Juneau, Alaska 99811
(907) 465-4993

Senator Drue Pearce
District G 

S P O N S O R  S T A T E M E N T

T O :  S e n a t o r  D i c k  E l i a s o n ,  C h a i r m a n
S e n a t e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

F R O M :  S e n a t o r  D r u e  P e a r c e

R E :  S e n a t e  B i l l  307

D A T E :  M a r c h  5, 1 9 9 0

C u r r e n t  s t a t u t e s  p r o v i d e  t h a t  t h e  p r e v i o u s  o w n e r  m a y  r e p u r c h a s e  a 
t a x  f o r e c l o s e d  p r o p e r t y  f o r  10 y e a r s  a f t e r  f o r e c l o s u r e  b u t  b e f o r e  
t h e  p r o p e r t y  i s  s o l d .  T o  r e d e e m  t h e  p r o p e r t y ,  t h e  p r e v i o u s  o w n e r  
m u s t  p a y  t h e  f u l l  a m o u n t  o w e d  t o  a m u n i c i p a l i t y  u n d e r  t h e  j u d g m e n t  
a n d  d e c r e e  p l u s  i n t e r e s t  n o t  t o  e x c e e d  15 p e r c e n t  a y e a r  f r o m  t h e  
d a t e  o f  e n t r y  o f  t h e  j u d g m e n t  t o  t h e  d a t e  o f  r e p u r c h a s e  P L U S  
d e l i n q u e n t  t a x e s  a n d  l e v i e d  a s  t h o u g h  t h e  p r o p e r t y  h a d  r e m a i n e d  in 
p r i v a t e  o w n e r s h i p  P L U S  c o s t s  o f  f o r e c l o s u r e  a n d  s a l e .  I f  a 
m u n i c i p a l i t y  s e l l s  t h e  p r o p e r t y  d u r i n g  t h e  10 y e a r  p e r i o d ,  t h e  
p r e v i o u s  o w n e r  is e n t i t l e d  t o  t h e  p r o c e e d s  b e y o n d  t h e  c o s t s  

m e n t i o n e d  a b o v e .

N o  p r o v i s i o n  is m a d e  f o r  a m u n i c i p a l i t y  t o  r e c o v e r  " h o l d i n g  c o s t s "  
t h a t  i n c l u d e  i n s u r a n c e ,  m a i n t e n a n c e  a n d  r e p a i r ,  a s s o c i a t i o n  d u e s ,  
r e a s o n a b l e  m a n a g e m e n t  f e e s  a n d  s u c h  o t h e r  c o s t s  t h a t  a p r u d e n t  

p r o p e r t y  o w n e r  w o u l d  i n c u r .

T h e  A l a s k a  M u n i c i p a l  L e a g u e  a n d  t h e  M u n i c i p a l i t y  o f  A n c h o r a g e  

s u p p o r t  p a s s a g e  o f  t h i s  l e g i s l a t i o n .

DP: j f



STEVE COWPER, GOVERNOR

» K I * T .  O F  C O M M U N I T Y  &  I K K t i l O N A L  A F F A I I I S □ P.O. OOX 0
JUNEAU. ALASKA 99011-2100

OFFICE OF THE COMMISSIONER
PHONE: (907) 465-4700

□ 949 E. 36TH AVENUE. SUITE 4C0
ANCHORAGE. ALASKA 9950B-4302

February 14, 1990
PHONE: (907) 563-1073

POSITION PAPER

RE: Senate Bill 307

SPONSOR: Senator Drue Pearce

Program Effects

Senate Bill 307 provides for reimbursement to municipalities 

for certain costs incurred as a result of maintaining and 

managing property which has been foreclosed on because of 

non-payment of local property taxes. The bill adds to the 

existing list of costs those expenditures by a municipality for 

insurance, repairs, association dues (c o nd om in iu m), and 

management fees.

O v e r  t h e  p a s t  f e w  y e a r s ,  a s  m u n i c i p a l  e c o n o m i e s  h a v e  b e e n
n e g a t i v e l y  i m p a c t e d  b y  r e d u c e d  r e v e n u e s ,  t h e  s u b s e q u e n t  
r e d u c t i o n s  i n  p o p u l a t i o n s  h a v e  m a g n i f i e d  p r o b l e m s  r e l a t e d  t o  
p r o p e r t y  f o r e c l o s u r e .  M u n i c i p a l i t i e s  t y p i c a l l y  m u s t  f o r e c l o s e  
o n  p r o p e r t i e s  w h i c h  a r e  l e s s  d e s i r a b l e  a n d ,  t h e r e f o r e  d i f f i c u l t  
t o  s e l l .  T h o s e  t y p e s  o f  p r o p e r t y  a r e  l i k e l y  t o  b e  i n  n e e d  o f  
c o s t l y  r e p a i r  b e f o r e  t h e y  c a n  b e  m a r k e t e d .  T h e s e  p r o b l e m s ,  
c o m b i n e d  w i t h  a g l u t  o f  a v a i l a b l e  p r o p e r t y  o n  t h e  m a r k e t ,  c a u s e
t h e  h o l d i n g  p e r i o d  t o  b e  e x t e n d e d ,  t h e r e b y  i n c r e a s i n g  t h e  c o s t s
t o  m u n i c i p a l i t i e s  f o r  m a i n t e n a n c e  a n d  m a n a g e m e n t  o f  t h e  
p r o p e r t i e s .

The department supports the passage of SB 307. The bill

provides for fair and reasonable reimbursement of maintenance 

and management expenses, and only to the extent that those 

expenses exceed any income to the municipality through rental 

or other payments made during the holding period. The recovery 

of these costs through the sale of the property would eliminate 

the present necessity of the municipality havinq to pay the 

costs by using other locally-
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STEVE COWPER. GOVERNOR

O E I * T .  O F  C O M M U N I T Y  &  l l K U I O N A L  A F F A I I I S □  P.O. BOX B
JUNEAU. ALASKA 99811-2100

OFFICE OF THE COMMISSIONER PHONE: (907) 465-4700

□  949 E. 38TH AVENUE, SUITE 400
ANCHORAGE, ALASKA 09508-4302

F e b r u a r y  1 4 ,  1 9 9 0
PHONE: (907) 563-1073

P O S I T I O N  P A P E R

R E :  S e n a t e  B i l l  307

S P O N S O R :  S e n a t o r  D r u e  P e a r c e

P r o g r a m  E f f e c t s

S e n a t e  B i l l  3 0 7  p r o v i d e s  f o r  r e i m b u r s e m e n t  t o  m u n i c i p a l i t i e s  
f o r  c e r t a i n  c o s t s  i n c u r r e d  a s  a r e s u l t  o f  m a i n t a i n i n g  a n d  
m a n a g i n g  p r o p e r t y  w h i c h  h a s  b e e n  f o r e c l o s e d  o n  b e c a u s e  o f  
n o n - p a y m e n t  o f  l o c a l  p r o p e r t y  t a x e s .  T h e  b i l l  a d d s  t o  t h e  
e x i s t i n g  l i s t  o f  c o s t s  t h o s e  e x p e n d i t u r e s  b y  a m u n i c i p a l i t y  f o r  
i n s u r a n c e ,  r e p a i r s ,  a s s o c i a t i o n  d u e s  ( c o n d o m i n i u m ) ,  a n d  
m a n a g e m e n t  f e e s .

O v e r  t h e  p a s t  f e w  y e a r s ,  a s  m u n i c i p a l  e c o n o m i e s  h a v e  b e e n
n e g a t i v e l y  i m p a c t e d  b y  r e d u c e d  r e v e n u e s ,  t h e  s u b s e q u e n t  
r e d u c t i o n s  i n  p o p u l a t i o n s  h a v e  m a g n i f i e d  p r o b l e m s  r e l a t e d  t o  
p r o p e r t y  f o r e c l o s u r e .  M u n i c i p a l i t i e s  t y p i c a l l y  m u s t  f o r e c l o s e  
o n  p r o p e r t i e s  w h i c h  a r e  l e s s  d e s i r a b l e  a n d ,  t h e r e f o r e  d i f f i c u l t  
t o  s e l l .  T h o s e  t y p e s  o f  p r o p e r t y  a r e  l i k e l y  t o  b e  i n  n e e d  o f  
c o s t l y  r e p a i r  b e f o r e  t h e y  c a n  b e  m a r k e t e d .  T h e s e  p r o b l e m s ,  
c o m b i n e d  w i t h  a g l u t  o f  a v a i l a b l e  p r o p e r t y  o n  t h e  m a r k e t ,  c a u s e
t h e  h o l d i n g  p e r i o d  t o  b e  e x t e n d e d ,  t h e r e b y  i n c r e a s i n g  t h e  c o s t s
t o  m u n i c i p a l i t i e s  f o r  m a i n t e n a n c e  a n d  m a n a g e m e n t  o f  t h e  
p r o p e r t i e s .

T h e  d e p a r t m e n t  s u p p o r t s  t h e  p a s s a g e  o f  S B  3 0 7 ,  T h e  b i l l
p r o v i d e s  f o r  f a i r  a n d  r e a s o n a b l e  r e i m b u r s e m e n t  o f  m a i n t e n a n c e  
a n d  m a n a g e m e n t  e x p e n s e s ,  a n d  o n l y  t o  t h e  e x t e n t  t h a t  t h o s e  
e x p e n s e s  e x c e e d  a n y  i n c o m e  t o  t h e  m u n i c i p a l i t y  t h r o u g h  r e n t a l  
o r  o t h e r  p a y m e n t s  m a d e  d u r i n g  t h e  h o l d i n g  p e r i o d .  T h e  r e c o v e r y  
o f  t h e s e  c o s t s  t h r o u g h  t h e  s a l e  o f  t h e  p r o p e r t y  w o u l d  e l i m i n a t e  
t h e  p r e s e n t  n e c e s s i t y  o f  t h e  m u n i c i p a l i t y  h a v i n g  t o  p a y  t h e

C o m m e n t s

c o s t s  b y  u s i n g  o t h e r  l o c a l l y -

21-P1LH



F a i r b a n k s  N o r t h  S t a r  B o r o u g h

M a r c h  13, 1 9 9 0

T h e  H o n o r a b l e  D i c k  E l i a s o n ,  C h a i r m a n  
S e n a t e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P . O .  B o x  V
J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  S e n a t o r  E l i a s o n :

T h e  F a i r b a n k s  N o r t h  S t a r  B o r o u g h  i s  c o n c e r n e d  a b o u t  a n y  p r o p o s a l  t o  
c h a n g e  t h e  p r o v i s i o n s  o f  S e n a t e  B i l l  N o .  3 0 7  t h a t  a f f e c t s  i n t e r e s t  
r a t e s  w h i c h  c a n  b e  c h a r g e d  o n  d e l i n q u e n t  t a x e s  ( S e c t i o n  I . A . l ) .
T h e  o r i g i n a l  l a n g u a g e  o f  t h e  b i l l  p e r p e t u a t e s  t h e  c u r r e n t  
p r o v i s i o n s  i n  A S  2 9 . 4 5 . 2 5 0  a n d  A S  2 9 . 4 5 . 4 7 0  r e l a t i n g  t o  i n t e r e s t  
o n  d e l i n q u e n t  t a x e s ,  a n d  i s  a p p r o p r i a t e  i n  i t s  p r e s e n t  f o r m .

O u r  o p p o s i t i o n  t o  c h a n g i n g  t h e  i n t e r e s t  r a t e  p r o v i s i o n  o n  
d e l i n q u e n t  p r o p e r t y  t a x e s  is b a s e d  o n  e x p e r i e n c e .  T h e  F a i r b a n k s  
N o r t h  S t a r  B o r o u g h  c h a r g e s  o n l y  8 %  i n t e r e s t  o n  d e l i n q u e n t  t a x e s .
O u r  o b s e r v a t i o n s  a r e  a s  f o l l o w s :

S o m e  i n d i v i d u a l s  a r e  w i l l i n g  t o  l e t  t h e i r  t a x e s  g o  u n p a i d  b e c a u s e  
t h e  i n t e r e s t  r a t e  w e  w e r e  c h a r g i n g  is l e s s  t h a n  c o u l d  b e  o b t a i n e d  
f r o m  a n y  l e n d i n g  i n s t i t u t i o n .  I n  s o m e  c a s e s ,  i n d i v i d u a l s  w h o  h a v e  
t h e  f u n d s  t o  p a y  t h e  B o r o u g h  t a x e s  r e f u s e  t o  d o  s o  b e c a u s e  t h e y  

h a v e  t h e i r  m o n e y  i n  i n v e s t m e n t s  w h i c h  w e r e  y i e l d i n g  h i g h e r  r a t e s  o f  
r e t u r n  t h a n  t h e  B o r o u g h  w a s  c h a r g i n g .  T h e  B o r o u g h  i n  e f f e c t  h a s  
b e e n  a n  i n v o l u n t a r y  l e n d i n g  i n s t i t u t i o n .

T h e  l o w  r a t e  o f  i n t e r e s t  o n  d e l i n q u e n t  t a x e s  p r o v i d e s  a n  i n c e n t i v e  
f o r  p e o p l e  n o t  t o  p a y  d e l i n q u e n t  t a x e s  o n c e  t h e y  b e c a m e  d e l i n q u e n t .  
T h i s  r e s u l t s  i n  u n n e c e s s a r i l y  h i g h  r a t e s  o f  d e l i n q u e n c y  a n d  m o r e  
d i f f i c u l t  f o r e c l o s u r e  p r o c e s s e s .  T h e  o v e r a l l  a f f e c t  o f  t h i s  
s i t u a t i o n  is t o  p e n a l i z e  t h o s e  m e m b e r s  o f  t h e  c o m m u n i t y  w h o  p a y  
t h e i r  t a x e s  t i m e l y  a s  a m a t t e r  o f  c i v i c  p r i d e ,  o r  r e s p e c t  f o r  t h e  
i n t e n t  o f  t h e  l a w .  T h i s  o c c u r s  b e c a u s e  i t  b e c o m e s  n e c e s s a r y  t o  
r a i s e  o u r  m i l l  r a t e  t o  c o m p e n s a t e  f o r  t h e  u n n e c e s s a r i l y  h i g h  r a t e  
o f  d e l i n q u e n c y ;  t h u s ,  t h o s e  w h o  p a y  t i m e l y  a l s o  h a v e  t o  p a y  m o r e  
b e c a u s e  o f  a f e w  i n d i v i d u a l s  w h o  t a k e  a d v a n t a g e  o f  t h e  s i t u a t i o n .

T h e  s i t u a t i o n s  d e s c r i b e d  a b o v e  w e r e  m u c h  m o r e  s e r i o u s  a f e w  y e a r s  

a g o  w h e n  i n t e r e s t  r a t e s  w e r e  g e n e r a l l y  m u c h  h i g h e r  t h a n  t h e y  a r e  
p r e s e n t l y .

809 Pioneer Road • P.O. Box 1267 Fairbanks, Alaska 99 7 0 7  • 907 452-4761



L e t t e r  t o  S a,nator D i c k  E l i a s o n  
M a r c h  13, 1 9 9 0  
P a g e  T w o

O u r  e x p e r i e n c e  p o i n t s  o u t  t h a t  i t  i s  d e s i r a b l e  t o  h a v e  t h e  r a t e  o f  
i n t e r e s t  c h a r g e d  b y  t h e  B o r o u g h  t o  b e  s i m i l a r  t o  w h a t  i s  b e i n g  
c h a r g e d  i n  t h e  f i n a n c i a l  c o m m u n i t y .  I f  t h e  m u n i c i p a l i t i e s  i n t e r e s t  
r a t e s  b e c o m e  m u c h  l e s s  t h a n  t h e  m a r k e t  r a t e ,  s e r i o u s  c o l l e c t i o n  
p r o b l e m s  r e s u l t ,  a n d  t h e  t i m e l y  t a x p a y e r  is u l t i m a t e l y  h a r m e d .

I w o u l d  a l s o  l i k e  t o  p o i n t  o u t  t h a t  t h e  S t a t e  l a w  o n l y  s e t s  a 
m a x i m u m  w h i c h  t h e  t a x i n g  a u t h o r i t i e s  m a y  c h a r g e .  I n  o u r  c a s e  t h e  

A s s e m b l y  h a s  k e p t  t h e  a c t u a l  r a t e  c h a r g e d  w e l l  b e l o w  t h e  m a x i m u m  
a l l o w e d .  I t  i s  a p p r o p r i a t e  f o r  s o m e  l a t i t u d e  i n  t h i s  d e c i s i o n  t o  
b e  l e f t  t o  t h e  i n d i v i d u a l  m u n i c i p a l i t i e s  i n  o r d e r  t h a t  t h e y  m i g h t  
a d d r e s s  t h e i r  s p e c i f i c  s i t u a t i o n s  a p p r o p r i a t e l y .

S e n a t e  B i l l  N o =  3 Q 7  c l a r i f i e s  t h e  m u n i c i p a l i t y ' s  a b i l i t y  t o  b e  
r e i m b u r s e d  f o r  c o s t s  i n c u r r e d  i n c i d e n t a l  t o  t h e  e n f o r c e m e n t  o f  
p r o p e r t y  t a x  l i e n s ,  a n d  is a p p r o p r i a t e  i n  i t s  p r e s e n t  f o r m .  T h e  
F a i r b a n k s  N o r t h  S t a r  B o r o u g h  A d m i n i s t r a t i o n  s u p p o r t s  i t s  p a s s a g e  a s  
c u r r e n t l y  w o r d e d .

T h a n k  y o u  f o r  c o n s i d e r i n g  o u r  c o n c e r n s  r e l a t i n g  t o  t h i s  b i l l .

M a y o r

cc: S e n a t o r  D r u e  P e a r c e
A l a s k a  M u n i c i p a l  L e a g u e



March 13, 1990

The Honorable D1ck Eliason  
The State  Senate
Chair, Senate Labor and Commerce Committee 
Juneau, Alaska 99801

Dear Honorable Eliason:

SUBJECT: SB307 - Relat ing to Property Foreclosures

The City and Borough of Juneau supports the in te n t  of SB307, which allows  
m u n ic ip a l i t i e s  to "recover c o s t s  Incurred in maintaining and managing 
forec losed  property". We a l so  support the i n t e r e s t  rate cap provision  of  
15%.

We are concerned that  the committee would consider an In te r e s t  rate cap 
In cons is tent  with other parts of  T i t l e  29. We recommend, at minimum, the 
i n t e r e s t  rate be c o n s i s te n t  at 15% through the redemption period. We 
support our pos i t ion  for the following reasons:

1. Rates should be c o n s i s te n t  throughout the forec losure  process .  This 
reduces municipal work loads and confusion.

2. Property tax i s  the main source of revenue for  our general operating  
budget. In teres t  rates should be high enough to ac t  as an Incentive.  
Our experience has shown taxpayers tend to use tax delinquencies  as a 
method o f  f inancing when I n te r e s t  rates  are high.

The City and Borough currently charges 10% i n t e r e s t  on delinquent  
accounts .  We consider that  rate reasonable and would l i k e  to re ta in  the 
f l e x a b l l i t y  o f  adopting highest rates  i f  the need a r i s e s .

I f  'you have additional questions p lease  fee l  free  to contact  me at  
586-5215.

cc: Senator Drue Pearce

h~5 S o u t h  S e w a r d  Street, J u n e a u ,  Alaska 9 9 8 0 1 J

IB



DEPARTMENT OF FINANCE
Tfoaiury Divliion

M a r c h  13, 1 9 9 0

D i c k  E l i a s o n ,  S e n a t o r

C h a i r  of t h e  S e n a t e  L a b o r  & C o m m e r c e  C o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V

J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  S e n a t o r  E l i a s o n :

S u b j e c t :  S e n a t e  B i l l  3 0 7  " A n  A c t  R e l a t i n g  t o  p r o p e r t y  f o r e c l o s e d
u p o n  b y  a M u n i c i p a l i t y "

W e  h a v e  b e e n  i n f o r m e d  t h a t  t h e  S e n a t e  L a b o r  & C o m m e r c e  C o m m i t t e e  
h e a r d  t e s t i m o n y  o n  S e n a t e  B i l l  3 0 7  t h a t  p r o p o s e d  r e d u c i n g  t h e  
i n t e r e s t  r a t e  s p e c i f i e d  i n  s e c t i o n  l . a . l .  o f  t h e  B i l l ,

T h e  i n t e r e s t  r a t e  c a p  s h o u l d  n o t  b e  c h a n g e d .  T h e  1 5 %  m a x i m u m  r a t e  

u n d e r  t h e  c u r r e n t  l a w  a l l o w s  m u n i c i p a l i t i e s  t h e  f l e x i b i l i t y  
n e c e s s a r y  t o  t a i l o r  d e l i n q u e n t  t a x  interest: r a t e s  t o  l o c a l
c o n d i t i o n s ,  c o m m u n i t y  o p i n i o n  a n d  m a r k e t  c o n d i t i o n s .

T h e  M u n i c i p a l i t y  3 t r o n g l y  s u p p o r t s  S e n a t e  B i l l  3 0 7  a s  i t  w a s  

i n t r o d u c e d ;  t o  p e r m i t  m u n i c i p a l i t i e s  t o  e f f e c t i v e l y  m a i n t a i n  
f o r e c l o s e d  p r o p e r t y  f o r  t h e  b e n e f i t  o f  t h e  n e i g h b o r h o o d  a n d  t h e  

c o m m u n i t y  w i t h o u t  i m p o s i n g  t h e  c o s t  o f  h o l d i n g  t h e s e  p r o p e r t i e s  o n  
o t h e r  t a x p a y e r s .

S i n c e r e l y ,

E l l e n  3. B r a d e n  

T r e a s u r e r

E B B : s v j

c c :  S e n a t o r  D r u e  P e a r c e



By: H a n k  H o v e

I n t r o d u c e d :  C 3 / 0 8 / 9 0

A d o p t e d :  0 3 / 0 8 / 9 0

A  R E S O L U T I O N  U R G I N G  P A S S A G E  OF S E N A T E  B I L L  307 R E L A T I N G  T O  

P R O P E R T Y  F O R E C L O S E D  U P O N  B Y  A M U N I C I P A L I T Y

W H E R E A S , if a m u n i c i p a l i t y  f o r e c l o s e s  o n  p r o p e r t y  w h e n  

c o s t s  s u c h  a s  m a n a g e m e n t  fees, a s s o c i a t i o n  dues, o r  r e n t  is d u e ,  

t h e r e  a r e  n o  p r o v i s i o n s  for a m u n i c i p a l i t y  t o  r e c o v e r  t h o s e  

c o s t s ;  a n d

W H E R E A S ,  if r e p a i r  is n e c e s s a r y  o n  a f o r e c l o s e d  p i e c e  

o f  p r o p e r t y  o r  if t h e r e  e x i s t s  a h a z a r d o u s  s i t u a t i o n  o n  

f o r e c l o s e d  p r o p e r t y  w h i c h  a m u n i c i p a l i t y  is r e s p o n s i b l e  for, 

t h e r e  a r e  n o  p r o v i s i o n s  for r e c o v e r i n g  t h o s e  c o s t s ;  a n d

W H E R E A S ,  S e n a t e  B i l l  3 0 7  p r o v i d e s  t h a t  a m u n i c i p a l i t y  

m a y  r e c o v e r  e x p e n s e s  f o r  i n s u r a n c e ,  r e p a i r s ,  m a i n t e n a n c e  c o s t s ,  

a s s o c i a t i o n  d u e s ,  a n d  m a n a g e m e n t  f e e s  t h a t  e x c e e d  a m o u n t s  

r e c e i v e d  b y  t h e  m u n i c i p a l i t y  f o r  u s e  o f  t h e  f a c i l i t y .

N O W ,  T H E R E F O R E ,  BE I T  R E S O L V E D  t h a t  t h e  F a i r b a n k s  N o r t h  

S t a r  B o r o u g h  A s s e m b l y  u r g e s  t h e  p a s s a g e  o f  S e n a t e  B i l l  307.

B E  I T  F U R T H E R  R E S O L V E D  t h a t  c o p i e s  o f  t h i s  r e s o l u t i o n  

s h a l l  b e  s e n t  t o  t h e  H o n o r a b l e  S t e v e  C o w p e r ,  G o v e r n o r ,  S t a t e  of 

A l a s k a ,  L a r r y  M e r c u l i e f f ,  C o m m i s s i o n e r ,  D e p a r t m e n t  o f  C o m m e r c e  

a n d  E c o n o m i c  D e v e l o p m e n t ,  D a v i d  H o f f m a n ,  C o m m i s s i o n e r ,  D e p a r t m e n t  

o f  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s ,  t h e  H o n o r a b l e  M i k e  S z y m a n s k i ,  

C h a i r m a n ,  S e n a t e  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  C o m m i t t e e ,  t h e  

H o n o r a b l e  R i c h a r d  " D i c k "  E l i a s o n ,  C h a i r m a n  S e n a t e  L a b o r  a n d  

C o m m e r c e  C o m m i t t e e ,  a n d  all m e m b e r s  o f  t h e  I n t e r i o r  D e l e g a t i o n

R E S O L U T I O N  N O. 9 0 - 0 2 9



M U N I C I P A L I T Y  O F  A N C H O R A G E  1 9 8 9  L E G I S L A T I V E  P R O G R A M

T I T L E : H o l d i n g  C o s t a  o n  F o r e c l o s e d  P r o p e r t y  A . S .  2 9 . 4 5 . 4 8 0 ( a ) & ( b )

S P E C I A L  L E G I S L A T I O N  R E Q U E S T :

A m e n d  A . S .  S e c .  2 9 . 4 5 . 4 7 0 ( a )  b y  a d d i n g  a f t e r  '‘c o s t s  o f  f o r e c l o s u r e  
a n d  s a l e "  t h e  f o l l o w i n g :  " . . . a n d  h o l d i n g  c o s t s  i n c l u d i n g  i n s u r a n c e ,
m a i n t e n a n c e  a n d  r e p a i r ,  a s s o c i a t i o n  d u e s ,  r e a s o n a b l e  m a n a g e m e n t  f e e s  
a n d  s u c h  o t h e r  c o s t s  t h a t  a p r u d e n t  p r o p e r t y  o w n e r  w o u l d  i n c u r .

L i k e w i s e ,  a m e n d  A . S .  S e c .  2 9 . 4 5 . 4 8 0 ( b )  -by a d d i n g  t h e  s a m e  p h r a s e  as  
a b o v e  t o  t h e  f i r s t  s e n t e n c e .  A l s o  a d d  t h e  w o r d s  " a n d  h o l d i n g  c o s t s " 
t o  s e n t e n c e  t w o  a f t e r  t h e  w o r d s  " i n t e r e s t  a n d  costL*".

B A C K G R O U N D / J U S T I F I C A T I O N :

T h e  c u r r e n t  s t a t u t e s  p r o v i d e  t h a t  t h e  p r e v i o u s  o w n e r  m a y  r e p u r c h a s e  a 
t a x  f o r e c l o s e d  p r o p e r t y  f o r  10 y e a r s  a f t e r  f o r e c l o s u r e  b u t  b e f o r e  t h e  
p r o p e r t y  i s  s o l d .  T o  d o  so, h e  m u s t  p a y  t h e  f u l l  a m o u n t  a p p l i c a b l e  
t o  t h e  p r o p e r t y  u n d e r  t h e  j u d g m e n t  a n d  d e c r e e ,  w i t h  i n t e r e s t  n o t  t o  
e x c e e d  15 p e r c e n t  a y e a r  f r o m  t h e  d a t e  o f  e n t r y  o f  t h e  j u d g m e n t  o f  
f o r e c l o s u r e  t o  t h e  d a t e  o f  r e p u r c h a s e ,  a n d  d e l i n q u e n t  t a x e s  a s s e s s e d  
a n d  l e v i e d  a s  t h o u g h  i t  h a d  c o n t i n u e d  i n  p r i v a t e  o w n e r s h i p ,  a n d  c o s t s  
o f  f o r e c l o s u r e  a n d  s a l e .  I n  a d d i t i o n ,  i f  t h e  m u n i c i p a l i t y  s e l l s  t h e  
p r o p e r t y  d u r i n g  t h e  10 y e a r  p e r i o d ,  t h e  p r e v i o u s  o w n e r  i s  e n t i t l e d  t o  
t h e  p r o c e e d s ,  b e y o n d  t h e  c o s t s  m e n t i o n e d  a b o v e .  N o  p r o v i s i o n  i s  m a d e  
f o r  t h e  M u n i c i p a l i t y  t o  r e c o v e r  " h o l d i n g  c o s t s " .

S T A F F  C O N T A C T :  B o b  N e l s o n ,  C h i e f  F i s c a l  O f f i c e r ,  3 4 3 - 6 6 1 0

V



T H I S  D O C U M E N T  

H A S  B E E N  R E P H O T O G R A P H E D  

T O  A S S U R E  L E G I B I L I T Y

02—576(2/771



By: H a n k  H o v e

I n t r o d u c e d :  0 3 / 0 8 / 9 0

A d o p t e d :  0 3 / 0 8 / 9 0

A  R E S O L U T I O N  U R G I N G  P A S S A G E  O F  S E N A T E  B I L L  307 R E L A T I N G  T O  

P R O P E R T Y  F O R E C L O S E D  U P O N  B Y  A  M U N I C I P A L I T Y

W H E R E A S ,  if a m u n i c i p a l i t y  f o r e c l o s e s  o n  p r o p e r t y  w h e n  

c o s t s  s u c h  a s  m a n a g e m e n t  fees, a s s o c i a t i o n  d u e s  o r  r e n t  is due,  

t h e r e  a r e  n o  p r o v i s i o n s  f o r  a m u n i c i p a l i t y  t o  r e c o v e r  t h o s e  

c o s t s ;  a n d

W H E R E A S ,  if r e p a i r  is n e c e s s a r y  o n  a f o r e c l o s e d  p i e c e  

o f  p r o p e r t y  o r  if t h e r e  e x i s t s  a H a z a r d o u s  s i t u a t i o n  o n  

f o r e c l o s e d  p r o p e r t y  w h i c h  a m u n i c i p a l i t y  is r e s p o n s i b l e  for, 

t h e r e  a r e  n o  p r o v i s i o n s  for r e c o v e r i n g  t h o s e  c o s t s ;  a n d

W H E R E A S ,  S e n a t e  B i l l  3 0 7  p r o v i d e s  t h a t  a m u n i c i p a l i t y  

m a y  r e c o v e r  e x p e n s e s  f o r  i n s u r a n c e ,  r e p a i r s ,  m a i n t e n a n c e  c o s t s ,  

a s s o c i a t i o n  d u e s ,  a n d  m a n a g e m e n t  f e e s  t h a t  e x c e e d  a m o u n t s  

r e c e i v e d  b y  t h e  m u n i c i p a l i t y  f o r  u s e  o f  t h e  f a c i l i t y .

N O W ,  T H E R E F O R E ,  BE I T  R E S O L V E D  t h a t  t h e  F a i r b a n k s  N o r t h  

S t a r  B o r o u g h  A s s e m b l y  u r g e s  t h e  p a s s a g e  o f  S e n a t e  B i l l  307.

B E  I T  F U R T H E R  R E S O L V E D  t h a t  c o p i e s  o f  t h i s  r e s o l u t i o n  

s h a l l  b e  s e n t  t o  t h e  H o n o r a b l e  S t e v e  C o w p e r ,  G o v e r n o r ,  S t a t e  o f  

A l a s k a ,  L a r r y  M e r c u l i e f f ,  C o m m i s s i o n e r ,  D e p a r t m e n t  o f  C o m m e r c e  

a n d  E c o n o m i c  D e v e l o p m e n t ,  D a v i d  H o f f m a n ,  C o m m i s s i o n e r ,  D e p a r t m e n t  

o f  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s ,  t h e  H o n o r a b l e  M i k e  S z y m a n s k i ,  

C h a i r m a n ,  S e n a t e  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  C o m m i t t e e ,  t h e  

H o n o r a b l e  R i c h a r d  " D i c k "  E l i a s o n ,  C h a i r m a n  S e n a t e  L a b o r  a n d  

C o m m e r c e  C o m m i t t e e ,  a n d  a l l  m e m b e r s  o f  t h e  I n t e r i o r  D e l e g a t i o n

R E S O L U T I O N  N O .  9 0 - 0 2 9



P A S S E D  A N D  A P P R O V E D  T H I S  8 T H  D A Y  O F  M A R C H ,  1 9 9 0 .

P r e s i d i n g  O f f i c e r  j /

A T T E S T :

C l e r k  o f  t h e  A s s e m b l y

R E S O L U T I O N  N O .  9 0 - 0 2 9

P a g e  2 o f  2



MUNICIPALITY OF A N C H O R A G E  1989 I L 3ISLATIVE P R O G R A M

T I T L E ; H o l d i n g  C o s t s  o n  F o r e c l o s e d  P r o p e r t y  A . S .  2 9 . 4 5 . 4 8 0 ( a ) & ( b )  

S P E C I A L  L E G I S L A T I O N  R E Q U E S T :

A m e n d  A . S .  S e c .  2 9 . 4 5 . 4 7 0 ( a )  b y  a d d i n g  a f t e r  " c o s t s  o f  f o r e c l o s u r e
a n d  s a l e "  t h e  f o l l o w i n g :  . . . a n d  h o l d i n g  c o s t s  i n c l u d i n g  I n s u r a n c e .
m a i n t e n a n c e  a n d  r e p a i r ,  a s s o c i a t i o n  d u e s ,  r e a s o n a b l e  m a n a g e m e n t  f e e s  
a n d  s u c h  o t h e r  c o s t s  t h a t  a p r u d e n t  p r o p e r t y  o w n e r  w o u l d  i n c u r .

L i k r w i s e ,  a m e n d  A . S .  Se c .  2 9 . 4 5 . 4 8 0 ( b )  b y  a d d i n g  t h e  s a m e  p h r a s e  a s  
a b o v e  t o  t h e  f i r s t  s e n t e n c e .  A l s o  a d d  t h e  w o r d s  "a n d  h o ld i n g  c o s t s " 
t o  s e n t e n c e  t w o  a f t e r  t h e  w o r d s  " i n t e r e s t  a n d  c o s t s " .

B A C K G R O U N D / J U S T I F I C A T I O N t

T h e  c u r r e n t  s t a t u t e s  p r o v i d e  t h a t  t h e  p r e v i o u s  o w n e r  m a y  r e p u r c h a s e  a 
t a x  f o r e c l o s e d  p r o p e r t y  f o r  10 y e a r s  a f t e r  f o r e c l o s u r e  b u t  b e f o r e  t h e  
p r o p e r t y  i s  s o l d .  T o  d o  so, h e  m u s t  p a y  t h e  f u l l  a m o u n t  a p p l i c a b l e  
t o  t h e  p r o p e r t y  u n d e r  t h e  j u d g m e n t  a n d  d e c r e e ,  w i t h  i n t e r e s t  n o t  t o  
e x c e e d  15 p e r c e n t  a y e a r  f r o m  t h e  d a t e  o f  e n t r y  o f  t h e  j u d g m e n t  o f  
f o r e c l o s u r e  t o  t h e  d a t e  o f  r e p u r c h a s e ,  a n d  d e l i n q u e n t  t a x e s  a s s e s s e d  
a n d  l e v i e d  a s  t h o u g h  i t  h a d  c o n t i n u e d  i n  p r i v a t e  o w n e r s h i p ,  a n d  c o s t s  
o f  f o r e c l o s u r e  a n d  s a l e .  I n  a d d i t i o n ,  i f  t h e  m u n i c i p a l i t y  s e l l s  t h e  
p r o p e r t y  d u r i n g  t h e  10 y e a r  p e r i o d ,  t h e  p r e v i o u s  o w n e r  is e n t i t l e d  t o  
t h e  p r o c e e d s ,  b e y o n d  t h e  c o s t s  m e n t i o n e d  a b o v e .  N o  p r o v i s i o n  i s  m a d e  
f o r  t h e  M u n i c i p a l i t y  t o  r e c o v e r  " h o l d i n g  c o s t s " .

/•.r-'ric.: -nr n t  'zr.' j-'te.ir arc': Feosr'.-.l

S T A F F  C O N T A C T :  B o b  tfexson, C h i e f  F i s c a l  O f f i c e r ,  3 4 3 - 6 6 1 0
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A l a s k a  S t a t e  L e g i s l a t u r e

During Session: 
P.O. Box V 

Juneau, Alaska 99811 
(907) 465-4993

M E M O R A N D U M

TO:

F R O M :

RE:

D A T E :  A p r i l  6, 1 9 9 0

P l e a s e  s c h e d u l e  a h e a r i n g  a s  s o o n  a s  p o s s i b l e  f o r  S B  3 08 w h i c h  
c o n c e r n s  t h e  t a x a t i o n  o f  s t a t e  a n d  f e d e r a l  p r o p e r t i e s  b y  
m u n i c i p a l i t i e s .  T h i s  B i l l  m a k e s  t a x a b l e  r e a l  p r o p e r t y  a c q u i r e d  b y  
s t a t e  o r  f e d e r a l  g o v e r n m e n t  a g e n c i e s  t h r o u g h  f o r e c l o s u r e  o r  d e e d  
i n  l i e u  o f  f o r e c l o s u r e  a n d  r e t a i n e d  f o r  i n v e s t m e n t  p u r p o s e s .

T h e  l e g i s l a t i o n  w a s  r e q u e s t e d  b y  t h e  A l a s k a  M u n i c i p a l  L e a g u e  
b e c a u s e  m i l l i o n s  o f  d o l l a r s  o f  a s s e s s e d  v a l u e s  a r e  b e i n g  r e m o v e d  
f r o m  a s s e s s m e n t  r o l l s  a c r o s s  t h e  s t a t e  b y  c e r t a i n  g o v e r n m e n t a l  

a g e n c i e s  w h i c h  h a v e  f o r e c l o s e d  o n  p r o p e r t y  i n  w h i c h  t h e y  h a v e  a 
s e c u r i t y  i n t e r e s t .  S o m e  s t a t e  a g e n c i e s  h a v e  b e e n  e x e m p t e d  f r o m  
t a x a t i o n  w h i l e  o t h e r s  h a v e  b e e n  r e q u i r e d  t o  p a y  t h e m .  I n e q u i t i e s  
a r e  a l s o  c r e a t e d  b e c a u s e  e x e m p t  p r o p e r t i e s  b e a r  n o  t a x  b u r d e n  b u t  
r e c e i v e  t h e  s a m e  s e r v i c e s  t h e y  d i d  w h i l e  i n  p r i v a t e  o w n e r s h i p .

T h e  B i l l  c o r r e c t s  t h i s  s i t u a t i o n  a n d  e x t e n d s  t o  f e d e r a l  p r o p e r t i e s  
s i m i l a r l y  h e l d  a n d  n o t  o t h e r w i s e  e x e m p t  f r o m  t a x a t i o n  
b y  f e d e r a l  law.

T h i s  l e g i s l a t i o n  is o b v i o u s l y  i m p o r t a n t  t o  t h e  m u n i c i p a l i t i e s  a n d  

f o r  t h i s  r e a s o n  I a m  r e q u e s t i n g  t h a t  y o u  e x p e d i t e  i t s  s c h e d u l i n g  
s o  w e  c a n  h a v e  p a s s a g e  b y  t h i s  l e g i s l a t u r e .

D i c k  E l i a s o n ,  C h a i r m a n
S e n a t e  L a b o r  &— C o m m e r c e  C o m m i t t e e

D r u e  P e a r c e ( ^

S B  308

3111 C Street, Suite 150 
Anchorage, Alaska 99503 

(907) 561-2038

Senator Drue Pearce
D is t r i c t  G

D P : p c



A l a s k a  S t a t e  L e g i s l a t u r e

3111 C Str«L't, Suilt! 150 
Anchorage, Alaska 99503 

(907)561-2038

During Session: 
P.O. Box V 

.Juneau, Alaska 99811 
(907) 465-4993

Senator Drue Pearce
District G

M E M O R A N D U M

TO D i c k  E l i a s o n ,  C h a i r m a n
S e n a t e  L a b o r  & C o m m e r c e  C o m m i t t e e

F R O M D r u e  P e a r c e

R E S B  3 0 8

D A T E :  A p r i l  11, 1 9 9 0

S B  3 0 8  r e l a t e s  t o  t h e  t a x a t i o n  o f  s t a t e  a n d  f e d e r a l  p r o p e r t i e s  by 
m u n i c i p a l i t i e s .  T h e  B i l l  m a k e s  t a x a b l e  r e a l  p r o p e r t y  a c q u i r e d  by  
s t a t e  o r  f e d e r a l  g o v e r n m e n t a l  a g e n c i e s  t h r o u g h  f o r e c l o s u r e  o r  d e e d  
i n  l i e u  o f  f o r e c l o s u r e  a n d  r e t a i n e d  f o r  i n v e s t m e n t  p u r p o s e s .

U n d e r  c u r r e n t  s t a t e  l a w  s o m e  a g e n c i e s  o f  t h e  S t a t e  a r e  t r e a t e d  
d i f f e r e n t l y  f r o m  o t h e r s  i n  r e g a r d s  t o  l o c a l  p r o p e r t y  t a x e s  on 

p r o p e r t i e s  o b t a i n e d  t h r o u g h  d e f a u l t  o r  f o r e c l o s u r e .  A l a s k a  H o u s i n g  

F i n a n c e  C o r p o r a t i o n  (AHFC) p a y s  l o c a l  p r o p e r t y  t a x e s  r e a l i z i n g  t h a t  
l o c a l  s e r v i c e s  c o n t r i b u t e  t o  t h e  v a l u e  o f  i t s  p r o p e r t y .  H o w e v e r ,  
t h e  P u b l i c  E m p l o y e e s  R e t i r e m e n t  S y s t e m  ( P E R S ) , t h e  T e a c h e r s  
R e t i r e m e n t  S y s t e m  ( T R S ) , a n d  t h e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  a n d  
E x p o r t  A u t h o r i t y  ( A I D E A ) , w h i c h  h o l d  t h e  m a j o r i t y  o f  f o r e c l o s e d  
p r o p e r t y  i n  t h e  S t a t e  a n d  a l s o  r e c e i v e  m u n i c i p a l  s e r v i c e s ,  d o  n o t  
p a y  t a x e s  o n  p r o p e r t i e s  t h e y  h a v e  o b t a i n e d  t h r o u g h  f o r e c l o s u r e  
b e c a u s e  l o c a l  p r o p e r t y  t a x  e x e m p t i o n s  h a v e  b e e n  p r o v i d e d  b y  
s t a t u t e .  C e r t a i n  f e d e r a l  a g e n c i e s  h a v e  a l s o  c l a i m e d  t h e y  a r e  
e x e m p t e d  b y  s t a t e  l a w  b e c a u s e  o f  t h e  g e n e r a l  n a t u r e  o f  p r e s e n t  

s t a t u t o r y  l a n g u a g e .

T h i s  l e g i s l a t i o n  w a s  r e q u e s t e d  b y  t h e  A l a s k a  M u n i c i p a l  L e a g u e  in 
o r d e r  t o  r e c o v e r  t h e  m i l l i o n s  o f  d o l l a r s  i n  a s s e s s e d  v a l u e s  b e i n g  
r e m o v e d  f r o m  a s s e s s m e n t  r o l l s  a c r o s s  t h e  s t a t e  b y  t h e s e  e x e m p t i o n s .  
T h e  B i l l  a l s o  c o r r e c t s  e x e m p t i o n  i n e q u i t i e s  a n d  e q u a l i z e s  t h e  t a x  
b u r d e n  f o r  p r o p e r t i e s  r e c e i v i n g  t h e  s a m e  s e r v i c e s  t h e y  d i d  w h i l e  
i n  p r i v a t e  o w n e r s h i p .  S B  308 e x t e n d s  t o  f e d e r a l  p r o p e r t i e s  
s i m i l a r l y  h e l d  a n d  not o t h e r w i s e  e x e m p t  f r o m  t a x a t i o n  b y  f e d e r a l  

law.



P a s s a g e  o f  t h i s  l e g i s l a t i o n  is s u p p o r t e d  b y  t h e  M u n i c i p a l i t y  o f  

A n c h o r a g e  a n d  t h e  A l a s k a  A s s o c i a t i o n  o f  A s s e s s i n g  O f f i c e r s .

D P : p c
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Senator Drue Pearce 

State of Alaska 
Senate Office Building 
Juneau, AK. 99811

Dear Senator Pearce:

I am sorry that your bill SB3G3 has becc/re so confused ana sincerely wish we 

could have lad discussion earlier, I introduced the issue to the Alaska 

Association of Assessing Officers and, on their behalf/ to the Legislative

Ccrrmittaa of AMD in 1237. yjy awareness cane as a result o f  a very cicao friend

who defaulted or. a mortgage secured by TRS anci lias since lived in his forcer 

home on a month to month rental with: no liability for taxes as the property 
belong to the Dacarunsnt of Favenus, an exempt agency. jTuj.Th.tr research 
requested through CCFA rb'/aaied a number of residential ar.d ccrrmsreial 
properties in various municipalities and ranted to occupants, yet exempt from 

taxes. Inquiries to obtain copies o f  lease agreements were 'unsuccessful as 
these month to month arrangements ere not describee _n cccir.var.t2 nor precisely 
known b y  DO?, as they are negotiated by agencies and renters clangs or. »i month to 
month basis.

This is the reason PKR5, TP3 and AIDA were mentioned in Aid- Policy as exarrples 
compared to HUD and AHFC which do pay for maintenance of public services through 
local property tax, presur.ung That failure to prcrudoe services iniulei harr. future 

value of surplus properties.

Since that time (1333) it has cans to light that there are a number of State and 
Federal investment entities which pledge public faith and funds to secure 
various mortgage instruments fli&ject to foreclosure, cr deed in lieu of 

u foreclosure reversion to the entity. The list- has grown to includei Fart; Herb 

\ $ r  Administration, SEA, various Federal retirement Funds, ?S58, TT<S, AIDA,
^pS) Agricultural Revolving Loan Fund, Permanent .Fund, and the unique one I have

dealt rvlth, the U.S. Coaat Guard widows PvStiresnent Fund. The list is very 
extensive considering that any federal cr state fiduciaries of funds could hold 
'.mortgage or security interest in property in the state chat ccuid bo 2ub“c-cc of 
foreclosure, or deed in lieu o f  foreclosure.

With this background it Is pirobsbiy morn direct to first review what ,;as net 
intended originally:

It was not intended that a state or federal agar.cy ba taxvd on face that it 
has M invested" in a .mortgage instrument. Tbs agency should be r.o mere 
responsible for taites l*«vitid cn thn prcoaoiy than cry ocher mortgager 

(bank). The mortgagee is the owner of record and is specified in Title 23 

as the recipient of tux notices and bills. Failure of th* moregages to 
settle lien for taxes jx-s u Ic s  in fcrc-dcrur-e by tir.o ru-niripality. At ih&ri 
tiro the mortgagor may ?ct to preaarv*.* their security interest but In tit Log



so they assure responsibility to satisfy pr»:«bf:t w u r.ibuio U « n 3  assessed 

during their possession.

It was net intended fch&U property o" t.vs SCAte c: fosisral go''torrent be 

taxed, by virtue of security .tr.reresc hcldiig any nxre than * bai’x .

Viliat was intended is that where a state- or Sati&vnl ugency tir/osts in rbrvgages 
or other security interest in property ani only when foreclosure or •ie=d ir. lieu 
of foreclosure occura, the agency (incxtgtgor; hv:- required to assume 
responsibility tc pay for public services which ccntithuto to the future resale 
value of the property (i.e. fira protection, police, utilities, schools, etc.) 
for only that period they are ir, possession .in ttr.t&rpt to resale. Federal lov» 
rscognices this responsibility (HUD) and State ST.acuta recogiiizea tins m  case 
of AHFC.

Hopefully, this frames tlsa larger policy issues your bill addresses:

1 . Should state ager.ciea benefit frcr. exemption from tax net. available to 
ether mortgage investors or prcpesty managers.

2. Should exemption frcra taxes be por.riccsd wha/e it impacts municipal 
services which, in turn, affect the future value of foreclosed properties.

3. Should different state agencies be treated differently as regards
property taxation.

4. Should certain federal agencies be perm.ltted to claim fadsral
exemption even where USC is permissive to local taxation but for lack of 
specific mention in Alaska statute.

The amendments submitted 2/15/DC were prepared in conjunction with AML, one 
State Assessor, and Mr. Ga.tti, MSB Attorney, to address issues creator char. gust 
P£T<£, TRS and AIDA, the foil w i n g  is & brief analysis:

AS29.34.030(3)(1)

A. This is current statute, which prr^/id.-s tint an jiasigned iivierfest Jr.
public property is taxable to the recipient of interest, in these cases
the scata retaii’tii full title to the property but crsatas ?. determinable 
possessory interest assigned bo a private p a r t y .  The pouoesscry interest

( is regularly tcared where there -are bst.ecndriioie- c-arms or.d conditions of 
assignment. This is not liie case with property by the tepartmanx
of Revenue as previously discussed.

B. Tiiis sQCtion {specifies the only two ccndLeinnn m  /.then property owned 
by a state or federal agency may become 'labia for property tax; 
foreclosure and deed in liev. of foreclosure. It does not permit taxation 
in casos of relinquishment of rights or default or. ootvr.racts whttrs thtrvs ia 
no dead of truac.. Aside from concern .oh,cut ?&\ Dog Mir.e Hoad, this 
specific emission is r.c ■.uecluda taxation of property nubjact of state land 
disposal programs. These lands are- expected to rurum to the public J train 
when private interest expires, Generally deeds :>f trur.c ijn> not recorded 
by Department of Revenue for there transactions.



F i n a l l y  a d d r e s s e d  i a  t h e  s i t u a t i o n  w h e r e in  a s t a t e  o r  f e d e r a l  ag a ;:cy  n a y  
e l e c t  t o  u s e  a n d  o c c u p y  s u r p lu s  p r o p e r t y  f c r  a d m i n i s t r a t i v e  p u fp c s a a ,  T h ie  
i a  an  o p t i o n  n o r m a lly  r e s e r v e d  i n  f e d e r a l  c e d e  a n d  in  s t a t u t e s  c f  o t h e r  
s t a t e s .

C .  T h i s  s e c t i o n  i o  s p e c i f i c  t o  f e d e r a l  p r o p e r t y  and  i s  ta k e n  f r cm  
s t a t u t e s  o f  t h e  S t a t e  o f  O reg o n . I t  i a  t h e  e n a b l in g  language  w h ich  
u n e q u i v o c a l l y  p e r m i t s  t a x a t i o n  o f  f e d e r a l  p r o p e r t y  w h e re  w a iv e r  o f  
3QVf> s ig n  im m u n ity  i s  c o n ta in e d  in  f e d e r a l  c o d e ,

A S 2 9 . 45 .295

T h i s  s e c t i o n  a d d s  p e n a l t y ,  i n t e r e s t  an d  c o l l e c t i o n  c o s t  r e c o v e r y  i n  c a s e s  
o f  d e l in q u e n t  p aym en t o f  ta x e s  s i n d i a r  t o  s u b l e t  o f  b i l l  333C7. B e ca u s e  
c f  i n c l u s i o n  c f  f e d e r a l  p r o p e r t y  i t  s u b s t i t u t e s  " a p p r o p r ia te  c o u r t"  r a t t e r  
t l ia n  " s u p e r io r  c o u r t "  as  p r o p e r  p r o c e e d in g .  M ote a l s o  t h a t  A S 2 9 .4 S .- iS 0  
d e a d s  wi* paym en t c f  t a x e s  u p o n  p u b l i c  u t i l i s a t i o n ,  b e tw e e n  
i n u n i c i p a i i u i e a . T h i s  i s  n o t  p a r t  c f  t h e  f o r e c l o s u r e  p r o c e s s  a s  p r e s c r i b e d  
b y  T i t l e  .23 n o r  w o u ld  i t  b e  p r u d e n t  t h a t  o t h e r  m u n i c i p a l i t i e s  a r c  n e t  
g r a n te d  w ha t t l ia y  a r e  due i n  a c t i o n s  r e g a r d in g  s t a t e  and  f e d e r a l  p r o p e r t y .

I t  i s  my h o p e  t h a t  t h i s  l o c a l  v ie w  i s  h e l p f u l  t o  y o u .  I  v e r y  m uch l o c k  fo rw a r d  
t o  a  w ork  s e s s i o n  s u g g e s te d  b y  S e n a to r  S z y m a n s k i. M ea n w h ile , h o w ev e r, i f  t h e r e  
a r e  q u e s t io n s  t h a t  I  m ig h t an sw er, p le a s e  f e e l  f r s e  c o  c o n t a c t  me.

Yours truly,

G a r ^ S .  L e w is  
B o ro u g h  A s s e s s o r
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P.O. Box 70 Nenana, AK 99760enana 8 3 2 - 5 5 0 3

State of A la ska

» -bruary 18, 1990

Senator Drue Pearce Alaska State Legislature Pouch V, [Mail Stop 3100]Juneau, AK 99811
Bear Senator Pearce,
The shared revenue/municipal assistance program is in need of a massive infusion of funding. The City of Nenana is in a position of having to discontinue one or more basic services as we are launched into a "death spiral."
Contributing factors to this death spiral include:

1J A 53 % decrease in shared revenue/ municipal assistance revenues from FY 86 to FY 90
2] A 50% decrease in the per mile funding of road maintenance money. The current funding level for municipal road maintenance is approximately $1200 per mile, while the maintenance of State roads is funded at $12,000 per milel
3 ] State Statutes dictate that Municipalities exempt the property of senior citizens from the local tax rales, and then the State elects to reimburse municipalities for only 33% of this lost revenue.

V 4/ HUB housing, which is currently assessed at over 3 Sec, Houj million in Nenana, pays taxes at a rate with amounts to10% of the total taxes due /payment in lieu of taxes]
The City of Nenana is doing its best to generate localrevenue [with a 9 mil tax rate and a 3% sales tax], but with the simultaneous decrease in assessed values cind state funded programs (such as shared revenue, municipal assistance, and senior citizen exemption reimbursement] the future Icoks bleak.
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I a m  s u r e  t h a t  o t h e r  m u n ic ip a l i t ie s  a r e  in  t h i s  s a m e  p o s i t io n  
W e  n e e d  y o u r  h e lp l

S in c e r e ly ,

S t e v e  B a in b r id g e  
C ity  A d m in is t r a t o r



ALASKA ASSOCIATION QF ASSESSING OFFICERS

February 23, 1990

Senate Camunity and Regional Affairs Comrdttee 
Senators Symaneki, Frank, Pearce, Porchot and Adams 
Mail Step 2100 
Juneau, Alaska 99811

RE: Alaska Association of Assessing Officers Position on 
SB 308 - Taxation of Certain State Agencies

Dear Senators:

The purpose of this letter is to clarify to the Ccrmittee why the 
Alaska Association of Assessing Officers and several municipalities 
have taken a supportive position on SB 308, We do believe, however, 
that the bill as introduced, does not accurately reflect the intent of 
our Association or the AML Policy Statement and should be amended. We 
will offer an amendment in this letter.

This legislation was requested due to the fact that there are millions 
of dollars of assessed values being removed fran assessment rolls 
across the State by certain government agencies which have foreclosed 
an property in which they have a security interest. Some of the State 
agencies are exempted by the statutes which created the agency, while 
others, like Alaska Housing Finance. Corporation, are required to pay 
taxes.

There are three agencies which constitute the majority of the property 
described above: Alaska Industrial Development and Export Authority/ 
(AIDEA), Public Employees Retirement System (PERS), and the Teachers 
Retirement System (TRS). These agencies participate in the financing 
of catmercial properties and when a foreclosure occurs, the agencies 
are listed on the documents as owner and consequently, are automat­
ical.1 v exempted.

In many cases, the properties are leased and the agencies collect the 
rents. The rents obtained by tlie agency should approximate market 
rents, which will have a built in factor for taxes. If the agency 
rents at belcw market rents, they have an unfair advantage over the 
private sector in that they are not responsible for payment of proper­
ty taxes. This creates an inequity not only for the private sector 
which competes with the agencies, but also shifts the tax burden away 
from these properties while they receive the same services they did 
while in private ownership.

We realize that not all properties owned by these agencies may be 
rented or if so, may net command a positive cash flew, however, they are

s o a  v o w *  w v s o : e o  o e  • e  o  *e-ta.
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carpeting v'.th the private sector, receiving comparable services and 
yet still maintain a distinct advantage over comparable property 
within the same jurisdiction.

We have recently encountered a situation whereby certain federal 
agencies, which are taxable pursuant to federal law, insist that they 
are exempted by our own state statutes. AS 29.45.030(a)(1) states:

"29.45.030, Required exemptions, (a)The fo' owing property is exempt 
from general taxation:

(1) municipal, state, or federally owned property, except that a 
private leasehold, contract, or other interest in the 
property is taxable to the extent of the interest."

This language seems to exempt all federal property regardless of any 
permissive taxing language which may be contained in federal law. We 
believe that by changing the current statute to allow for taxation of 
these properties, if permissive federal law exists, this problem will 
be solved. Currently, several large federal agencies, such as FDIC, 
FSLIO, HUD and VA, pay municipalities taxes for property which they 
have taken title to under a foreclosure proceeding. Farmers Heme 
Administration has chosen not to make tax payments, citing as part of 
their argument, AS 29.45.030(a) (1).

Therefore, we request that the committee recannend passage of SB 308 
with the following amendments.’

Page 1

Line 6  - For an Act entitled: "An Act relating to taxation of certain
state and federal properties by municipalities; and providing for an 
effective date."

Page 1

Line 11 - Except as provided in AS 29.45.030(a)(1), .... .

Page 1

Line 23 •» • ... AS 29.45.030(a) is amended to read:
(a) The following property is exempt from general taxation:

(1) municipal, state, or federally owned property,
except that

(A) a private leasehold, contract, or ether interest 
in the property is taxable to the extent of the 
interest;

(B) property held by state entitles as a result of 
foreclosure or accepted through a deed in lieu"of 
foreclosure and not used for administrative purposes by 
an exempt entity shall be taxable to the extent 
provided in other provisions of law7

O N I  9 V H 9 « n d  V O W *  W V  0 0 : 9 0  O S  ' S O  ' £.<3



Page 3

(C) property of the United States , Its acfenciea, or 
insmimentailtleB la exempt frctn taxation only to the 
extent that taxation thereof is forbidden bv federa’T" 
law.

Page 2

Lina 22 - Sec. 29,45,295 Collection of Delinquent Taxes on Certain
State and Federal Property,

fa) Property taxable under AS 29.45.030 (a)(1)(B)
and (C) is exempt from provisions of AS 29.45.300

—  -------------------------

(b) A municipality may bring action in the superior 
court to compel payment of property taxes, including 
penalties, <x>ilectlon coats, and interest due from a 
state or federal agency if the agency la delinquent in 
payment after the date that the taxes are due.

Page 3

Line 5 - Except as provided in AS 29.45.030(a) (1)

Page 3

Line 18 - Except as provided in AS 29.45.030(a) (1)

We would like to express coir appreciation to each member of this 
Committee for the dedication shown in attesting to cure the 
inequities found in our tax laws. We remain available to you for 
questions and hope that you will take advantage of the vast amount of 
information and expertise which exist within our Association.

Sincerely,

ALASKA ASSOCIATION OP ASSESSING OFFICERS

Mickey Keller 
President

Steve Van Sant 
Vice President





( S E N A T E  C O i M M I T T E E  R E P O R T

FIRSff C O M M I T T E E  O f I E F E R R A L

R M  RULE 2

FURTHER

Date of 5-DAY NOTICE 
IN ACCORDANCE WITH U N I F O R M  RULE 23

**FISCAL N O T E ( S ) MUST BE ATTACHED
IN ACCORDANCE W I T H  AS 2 4 . 0 8 . 0 3 5  5  y / / o

h  /28 / 89 DATE TUHNED INT0 OFFICE l O / / O

Mr. President:

L a b o r  a n d  C o m m e r c e  Committee considered S B  3 0 9

■hsht

E x c l u s i n g  a n a m e d  d r i v e r  f r o m  a m o t o r  v e h i c l e  i n s u r a n c e  p o l i c y ;  efd,

and recommended:

[ i > ^ ePlace with CS f S  A  3  O  ?  C  L. *  C ^)_________

[ ] attached amendment(s) and

[ ] ____________________________ letter of intent adopted

do pass 

do not pass

[v^same title 
[] new title

[

C ]

[ ] no recommendation 

[ ] individual recommendations 

[ ] further referral to ______________

J D e p ' f  o - p C o m m e *  /// ?/?0
F I S C A L  NOTE (S) attached [ j ^ z e r o  [

[ ] appropriation no FN, attached
4 o y 3 & 3 o ? +  .

MEMBER^ SIGNING^ DO PASS C S  Sfr 3p y U * CflTHER RECOMMENDATIONS

] fiscal impact 
[ ] Gov. FN introduced w/ bill

4 L
\

[ ] C o m m i t t e e  b a c k u p  a t t a c h e d

C h a i r  s i g n a t u r e  a n d  r e c o m m e n d a t i o n
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LEGISLATIVE AFFAIRS AGENCY

M E M  0 R A N D U M  January 22, 1990

SUBJECT: Excluding a named driver from
automobile insurance (SB 309)

TO: Senator Steve Frank

Michael F. Ford J A  
Legislative Counsel

FROM: Michael F. Ford i M '

You have asked if it is possible that an exclusion from in­
surance coverage, as provided in SB 309, could be rejected 
by the courts. While it is certainly possible to create a 
fact situation under which an apparent exclusion from cover­
age as contemplated by SB 309 is found by the court not to 
have occurred, this would be the exception and not the rule. 
Assuming that there was a clear and unambiguous exclusion of 
a named person by the insured, the court should uphold the 
exclusion.

Please contact me if you have further questions.

M F F :gc 
G13/052



S T A T E  O F  A L A S K A
1990 L E G I S L A T I V E  S E S S I O N

BILL V E R S I O N :

PUBLISH D A T E :

SB 309

REQUEST:
FISCAL NOTE

Revision Date: Agency Affected: Commerce & Economic D ev .
Title: An A c t  r e l a t i n g  to  e x c lu d ing  a name(feRU:_I n s u r a n c e _____________ _______

d r i v e r  from a motor v e h i c l e  In su ra n ce p o l i cy ;"a n d  p r o v id in g  f o r  an e f f e c t i v e  date.
Sponsor: Frank, e t  a l .   Components_:_____________________
Requestor: S e n a t e  L a b o r  & com m erce  _______________________________________ _

EXPENDITURES/REVENUES: (Thousandsof Dollars)

O P E R A T IN G F Y  91 F Y  92 F Y  93 F Y  94 F Y  95 F Y  96

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

T O T A L  O P E R A T I N G 0 0 0 0 0 o

C A P I T A L 0 0 0 0 0

REVENUE 0 0 0 0 0 0

FUNDING: (Thousands of Dollars)

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL U u 0 0 - 0- — —

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

0 0 0 0 0 ....... r 0

ANALYSIS  : (Attach a separate page if necessary)

T h i s  l e g i s l a t i o n  w i l l  have no f i s c a l  impact  on the  department in  FY 90.

Prepared by: Bob Sims, Insurance  Market. A n a ly s t_________ ph^  • 465-2517 ,
Division: Insurance  , \ j \ Datc. ____ 1 -1 8 -8 9 ^ '___

Approved by Commissioner: I arr ̂ W r r  /rt i V f f v _____________ Date: (~f | 1 ________
Agency: Department r f  Commerce & E conom ic  .npyplnpmenf_ "  j i 1

Distribution (by preparer):
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Br'iget 1 •.
Impacted Agency(ies) P3?6---------- of —

4064D-1 /011990b



S TE VE  FR A N K
D I S T R I C T  K 

S C A T  A

^ la a k a  Jsttate ^Cegtslatur^
Finance Committee 

Resources Committee 

l egislative Council

MEM BCR

119 N. Cushman, Km. 213 

Fairbanks, Alaska 99701

White in Juneau 
P.O. Box V 

Juneau, Aluskn 99X11 

(907) 465*3709

Capitol Km. 514

Special Committee on Dunking A  

Economic Development

VICE-CIIAIR 

Community &  Regional 

Affairs Committee

M E M O R A N D U M

T O S e n a t e  L a b o r  & “ C o m m i t t e e

F R O M S e n a t o r  S t e v e  F/

R E C S  S B  3 0 9  - Autro I n s u r a n c e  E x c l u s i o n s

D A T E M a r c h  5. 1 9 9 0

D u r i n g  t h e  l a s t  h e a r i n g  o n  S B  3 0 9  i n  t h i s  c o m m i t t e e ,  
q u e s t i o n s  a r o s e  a b o u t  w h a t  w o u l d  h a p p e n  t o  i n s u r a n c e  r a t e s  if  
t h i s  l e g i s l a t i o n  w e r e  p a s s e d  a n d  w h e t h e r  t h e  c o u r t s  w o u l d  
u p h o l d  t h e  e x c l u s i o n a r y  p r o v i s i o n .  I n  y o u r  p a c k e t  a r e  s o m e  
h y p o t h e t i c a l  r a t e  q u o t e s  f r o m  a l o c a l  I n s u r a n c e  A g e n t  a n d  a l s o  
a l e t t e r  f r o m  t h e  D e p a r t m e n t  o f  L a w  r e v i e w i n g  o t h e r  s t a t e ' s  
e x p e r i e n c e .

T h e  r a t e  i n f o r m a t i o n  s h o w s  a s a v i n g s  o f  a b o u t  $ 4 0 0  p e r  
y e a r ,  o v e r  w h a t  w o u l d  b e  p a i d  w i t h o u t  t h e  e x c l u s i o n  b e n e f i t s  
i f  t h e  b a d  d r i v e r  is e x c l u d e d  f r o m  t h e  p o l i c y ,  b u t  c o n t i n u e s  
t o  d r i v e  u n d e r  a s e c o n d  p o l i c y .

A n  e v e n  l a r g e r  s a v i n g s ,  a p p r o x i m a t e l y  $ 1 , 0 0 0 .  w o u l d  
r e s u l t  i f  t h e  b a d  d r i v e r  c h o s e  n o t  t o  d r i v e  a n d  w e r e  e x c l u d e d .  
W i t h o u t  t h i s  l e g i s l a t i o n ,  m o s t  c o m p a n i e s  w i l l  n o t  e x c l u d e  
s o m e o n e  e v e n  w h e n  t h e y  c h o o s e  n o t  t o  d r i v e  i f  t h e y  r e s i d e  i n  
t h e  s a m e  h o u s e h o l d .

T h e  A s s i s t a n t  A t t o r n e y  G e n e r a l  s u m m a r i z e s  a n u m b e r  o f  
s t a t e s  t h a t  h a v e  e x c l u s i o n s  l a w s  n o w  i n  e f f e c t .  I n  t h o s e  
s t a t e s  w i t h  l a w s  o n  t h e  b o o k s  " t h e  c o u r t s  in t h o s e  s t a t e s  h a v e  
g e n e r a l l y  u p h e l d  t h e  e x c l u s i o n s . "  I n  a l l  o f  t h e  c o u r t  c a s e s  
r e l a t i n g  t o  e x c l u s i o n s ,  t h e  c o u r t s  p l a c e d  a t r e m e n d o u s  w e i g h t  
o n  t h e i r  p e r c e p t i o n  o f  t h e  L e g i s l a t u r e ' s  i n t e n t .

T h e  N e w  M e x i c o  L e g i s l a t u r e  e v e n  p u t  t h e  l a n g u a g e  
n e c e s s a r y  t o  e x c l u d e  a n  i n d i v i d u a l  r i g h t  in t h e  s t a t u t e .  W e  
h a v e  f o l l o w e d  t h a t  a p p r o a c h  i n  t h e  p r o p o s e d  C S  b y  a d o p t i n g  t h e  
s a m e  l a n g u a g e  in h o p e s  t o  m a k e  L e g i s l a t i v e  i n t e n t  v e r y  c l e a r .



STEVE FRANK
D I S T R I C T  K 

S E A T  A

119 N. Cushman, Km. 213 

Fairbanks, Alaska 99701

While in Juneau 
P.O. Box V 

Juneau, Alaska 99SII 

(907) 465-3709

Capitol Km, 514

JVlaslut j&tate leg isla tu re

J s b u a i c

M E M B E R  

Finance Committee 

Resources Committee 

Legislative Council 

Special Committee on Ranking &. 
Economic Development

V I C E - C H A I R  

Community &  Regional 

Affairs Committee

TO:

FROM:

RE:

S e n a t o r  D i c k  E l i a s o n ,  C h a i r m a n  
S e n a t e  L a b o r  & C o m m e r c e  C o m m i t t e e

S e n a t o r  S t e

S B  3 0 9  ^  e x c l u d i n g  n a m e d  d r i v e r s  f r o m  a u t o  
i n s u r a n c e  p o l i c i e s

DATE: J a n u a r y  8, 1 9 9 0

S e n a t e  B i l l  3 0 9  w o u l d  r e q u i r e  a n  a u t o m o b i l e  i n s u r a n c e
c o m p a n y  t o  o f f e r  a n  e x c l u s i o n  t o  n a m e d  d r i v e r s  o n  a n  a u t o
i n s u r a n c e  p o l i c y .

I n i t i a l l y ,  t h i s  i d e a  w a s  b r o u g h t  t o  m y  a t t e n t i o n  b y  a n  
i n s u r a n c e  a g e n t  w h o  f e l t  t h a t  h a v i n g  t h e  a b i l i t y  t o  e x c l u d e  
i n d i v i d u a l s  f r o m  a p o l i c y  w o u l d  e n h a n c e  h i s  a b i l i t y  t o  s e r v e  
h i s  c u s t o m e r s .  T h i s  r e a s o n i n g  i s  b e s t  i l l u s t r a t e d  i n  t h e  c a s e  
o f  a s p o u s e  w h o  h a s  h a d  a n u m b e r  o f  d r u n k  d r i v i n g  c o n v i c t i o n s .  
I n  t h e  a b s e n c e  o f  t h i s  l e g i s l a t i o n ,  a n  i n s u r a n c e  c o m p a n y  w o u l d  
e i t h e r  c a n c e l  t h e  f a m i l y ' s  p o l i c y  o r  r a i s e  t h e  r a t e s  t h r o u g h  
t h e  r o o f  i n s t e a d  o f  o f f e r i n g  t o  e x c l u d e  t h e  i n d i v i d u a l  w i t h
t h e  p o o r  d r i v i n g  r e c o r d .

A n o t h e r  a r e a  o f  c o n c e r n  t h a t  h a s  s u r f a c e d  i n v o l v e s
p a r e n t s  w h o  a r e  a r e  r e q u i r e d  t o  c a r r y  t h e i r  c h i l d  o r  c h i l d r e n
(of d r i v i n g  age) o n  t h e i r  p o l i c y  e v e n  t h o u g h  t h e y  a r e  n o t
d r i v i n g  t h e  v e h i c l e  t h a t  is i n s u r e d .  T h i s  b i l l  w o u l d  a l l o w  
t h e m  t o  b e  e x c l u d e d  a s  w e l l .

T h e  s u b j e c t  o f  t h i s  b i l l  c a m e  u p  d u r i n g  a S e n a t e  F i n a n c e  

C o m m i t t e e  h e a r i n g  l a s t  s e s s i o n  a n d  e n j o y s  t h e  c o - s p o n s o r s h i p  
o f  a l l  S e n a t e  F i n a n c e  m e m b e r s  p r e s e n t  a t  t h a t  m e e t i n g .

I r e s p e c t f u l l y  r e q u e s t  t h a t  y o u  s c h e d u l e  a h e a r i n g  o n  S B
3 09 i n  t h e  L a b o r  & C o m m e r c e  C o m m i t t e e  a t  y o u r  e a r l i e s t
c o n v e n i e n c e .

T h a n k  y o u  f o r  y o u r  c o n s i d e r a t i o n .



. I STEVE COW PER, GOVERNOR

D E P A R T M E N T  O F  C O M M E R C E  &  
E C O N O M I C  D E V E L O P M E N T

P. 0. BOX D
JUNEAU, ALASKA 99811-0800 
PHONE: (907) 465-2515

DIVISION OF INSURANCE

December 26, 1989

Honorable Steve Frank 

Alaska State Senate 

1125 Sunset Drive 

Fairbanks, AK 99709

Dear Senator Frank:

Your staff person, Rick Solie, contacted me several weeks ago 

inquiring about the division's position on SB 309. Enclosed is a 

copy of the Bill Analysis for SB 309.

As y ou can see, the position on this bill is neutral. The primary 

reason for this position is the concern for a person injured by an 

uninsured, judgement proof driver. The presumption that a person 

excluded from coverage (while the remaining drivers in a household 

were covered) would not drive is suspect. Should, for example, the 

habitual abuser of alcohol and drunk, excluded driver injure another 

person in an automobile accident, the remainder of the family, 

though insured, may lose all of its assets (e.g., equity in a home) 

through a judgement. The question remains whether, as a public 

policy matter, it is better to, in effect, force the excluded person 

to be covered and have the household rated accordingly and take the 

risk of the entire household going uninsured due to cost or to hope 

the excluded driver does not drive and does not injure someone else 

possibly leaving both the injured party and the excluded driver's 
household destitute.

From the standpoint of encouraging more people to have automobile 

liability insurance coverage, SB 309 has merit. However, it is 

questionable whether the foregoing benefit exceeds the social and 

economic costs that may occur when an excluded driver operates a car 

without coverage and injures another innocent party. The division 

does not have a factual basis on which to solve this "risk 

equation." Therefore, this has resulted in our neutral position.

Let me know should you wish to engage in further discussion 

pertaining to SB 309.

RE: SB 309

Sincerely

JJJ/dgl6005D/122689b

Enclosure

fifes J. Jordan 

ting Director

08-Hl 1LH
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SB 309: "An Act re la ting  to excluding a nam ed driver from  a motor 
vehicle insurance policy; and  providing for an effective 
date."

The position of the departm en t on th is bill is neu tra l. The p rim ary  reason for 
th is  position is the concern for a person in jured by an  uninsured, judgem en t 
proof driver. The presumption th a t a person excluded from coverage would not 
drive is suspect. For example, if th e  hab itu a l abu ser of alcohol and d runk  
excluded driver in jures ano ther person in  an  automobile accident, th e  
rem ainder of the family, though insured, m ay lose all of its  asse ts (e.g., equ ity  in 
a home) through a judgem ent. As a public policy m atter, is it b e tte r to force the 
excluded person to be covered and have th e  household ra ted  accordingly and 
take  th e  risk  of the en tire  household going un in su red  due to cost? Or, is it. b e tte r 
to hope th a t th e  excluded driver does not drive and does not in ju re  someone else?
From  th e  standpo in t of encouraging more people to have automobile liability 
in su rance coverage, SB 309 has merit. However, it is questionable w hether the 
benefit exceeds th e  social and  economic costs th a t  m ay occur when an  excluded 
driver operates a car w ithout coverage and  in ju res ano ther innocen t party. The 
division does not have a factual basis on which to solve th is "risk  equation." 
Therefore, th is has resu lted  in  our n eu tra l position.

L arry  Merculieff, Commissiotier
Date: 1*1 _j_

LM/DPK/dgl6151D
11990a



Ford

A M E N D M E N T

OFFERED IN THE SENATE BY SEN. FRANK

TO: CSSB 3 0 9 (L&C)

Page 2, line 5:

Delete "damages or"

Insert "any coverage, including defense or indemnity coverage under 

any provision of the policy for damages, including claims against other 

persons insured under the policy,"

Delete "use or"

Page 2, line 7:

Delete "damages or"

Insert "any coverage, including defense or indemnity coverage under 

any provision of the policy for damages, including claims against other 

persons insured under the policy,"

Page 2, line 8:

Delete "use or"

Page 2, lines 12 - 17:

Delete all material.

Insert "that the insurer is not liable for any coverage, including 

defense or indemnity coverage under any provision of the policy for damages 

or claims, including claims against other persons insured under the policy

- 1 -  3 / 7 / 9 0



6-0773Eb
Ford

or claims against the excluded person, sustained while a vehicle insured 

under this policy is operated by (name of excluded person) following the 

effective date of this e n d o r s e m e n t ."

Page 2, after line 17:

Insert "The required policy provision contained in this subsection 

shall also be provided to the insured as a notice separate from the policy 

and typed in bold face print. The notice must be signed by the insured in 

order for the exclusion of the named driver and the limitation of the 

insurer's liability under this subsection to be effective."

Page 2, line 21:

Delete "July 1, 1990"

Insert "January 1, 1991"

- 2 - 3 / 7 / 9 0



U S e d  f e r Z 7 3 E
3/8/90

Original sponsor(s): SEN. FRANK, Duncan, Zharoff, Fischer, Binkley,
Uehling, Faiks

IN THE SENATE BY THE LABOR & COMMERCE COMMITTEE

CS FOR SENATE BILL NO. 309 (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to excluding a named driver from a

motor vehicle insurance policy; and providing for an 

effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 21.36.210(a) is amended to read:

(a) An insurer may not exercise its right to cancel a policy of 

personal automobile insurance except for the following reasons:

(1) nonpayment of premium; or

(2) the driver's license or motor vehicle registration of 

either the named insured or of an operator who resides in the same

I
household as the named insured or who customarily operates a motor ; 

vehicle insured under the policy has been under suspension or r e v o c a­

tion during the policy period or, if the policy is a renewal, during 

its policy period or the 180 days immediately preceding its effective 

d a t e ; this paragraph does not apply to a person who is excluded from 

coverage under AS 21.36.215.

* Sefc. 2. AS 21.36 is amended by adding a new section to read:
j

Sec. 21.36.215. EXCLUDING NAMED DRIVER FROM AUTOMOBILE INSURANCE 

POLICY. (a) An insurer may not refuse to exclude a person from 

coverage under an automobile insurance policy, if the claim experience 

or driving record of the person would have justified cancellation, 

nonrenewal, or an increase in the premium. A premium charged on a 

policy that excludes a person from coverage may not reflect the 

claims, experience, or driving record of the excluded person. This

-1- CSSB 3 0 9 (L&C)



(b) An automobile insurance policy providing that a person is 

excluded from coverage may also provide that the insurer is not liable 

for any coverage, including damage, defense, or indemnity coverage

under any provision of the policy, including claims against other

persons insured under the policy arising out of the operation of the 

insured automobile by the excluded person. An automobile insurance 

policy providing that the insurer is not liable as allowed under this 

subsection shall contain the following provision:

Exclusion of Named Driver: In consideration of the

premium for which the policy is written, it is agreed 

that the insurer is not liable for any coverage, 

including damage, defense, or indemnity coverage under 

any provision of the policy, including claims against 

other persons insured under the policy or claims 

against the excluded person, sustained while a vehicle 

insured under this policy is operated by (name of 

excluded person) following the effective date of this 

endorsement.

(c) The required policy provision contained in (b) this section

shdll also be provided to the insured as a notice separate from the
; *

policy and typed in bold face print. The notice must be signed by the 

insured in order for the exclusion of the named driver and the limita­

tion of the insurer's liability under this section to be effective.

* Sec. 3. APPLICABILITY. This Act applies to automobile insurance 

policies that are entered into or renewed on or after the effective date of 

this Act.

* Sec. 4. This Act takes effect January 1, 1991.

CSSB 3 0 9 (L&C) -2-

s u b s e c t i o n  d o e s  n o t  a p p l y  to a n  a u t o m o b i l e  l i a b i l i t y  i n s u r a n c e  p o l i c y

r e q u i r e d  u n d e r  A S  2 8 . 2 0 .
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Original sponsor(s): SEN. FRANK, Duncan, Zharoff, Fischer, Binkley,
Uehling, Faiks

/ r d d . - l i o n  k i g V i  l i g m e d

IN THE SENATE BY THE LABOR & COMMERCE COMMITTEE

CS FOR SENATE BILL NO. 309 (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to excluding a named driver from a

motor vehicle insurance policy; and providing for an 

effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 21.36.210(a) is amended to read:

(a) An insurer may not exercise its right to cancel a policy of 

personal automobile insurance except for the following reasons:

(1) nonpayment of premium; or

(2) the driver's license or m o t o r  vehicle registration of 

either the named insured or of an operator who resides in the same 

household as the named insured or who customarily operates a motor 

vehicle insured under the policy has been under suspension or r e v o c a­

tion during the policy period or, if the policy is a renewal, during 

its policy period or the 180 days immediately preceding its effective 

d a t e ; this paragraph does not apply to a person who is excluded from 

coverage under AS 2 1 . 36.215.

* Sec. 2. AS 21.36 is amended by adding a n e w  section to read:

Sec. 21.36.215. EXCLUDING NAMED DRIVER FROM AUTOMOBILE INSURANCE 

POLICY. (a) An insurer may not refuse to exclude a person from 

coverage under an automobile insurance policy, if the claim experience 

or driving record of the person would have justified cancellation, 

nonrenewal, or an increase in the premium. A premium charged on a 

policy that excludes a person from coverage may not reflect the 

claims, experience, or driving record of the excluded person. This

-1- CSSB 309(L&C)



(b) An automobile insurance policy providing that a person is 

excluded from coverage may also provide that the insurer is not liable

s u b s e c t i o n  d o e s  n o t  a p p l y  to an a u t o m o b i l e  l i a b i l i t y  i n s u r a n c e  p o l i c y

r e q u i r e d  u n d e r  A S  2 8 . 2 0 .

automobile by the excluded person. An automobile insurance policy

person shall contain the following provision:

Exclusion of Named Driver: In consideration of the

premium for which the policy is written, it is agreed 

that the insurer is not liable and that liability or 

obligation of any kind may not be attached to the 

insurer for damages or claims sustained after the 

effective .date of this endorsement while a motor v e h i­

cle insured under this policy is driven or operated by 

(name of excluded p e r s o n ) .

* Sec. 3. APPLICABILITY. This Act applies to automobile insurance 

policies that are entered into or renewed on or after the effective 

date of this Act.

* Sec. 4. This Act takes effect July 1, 1990.

arising out of use or operation of the insured

C S S B  3 0 9 ( L & C ) -2-
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Original sponsor(s): SEN. FRANK, Duncan, Zharoff, Fischer, Binkley,
U e h l i n g ,  F a i k s

p ty f jiijW  / rv o ~ $  # a jl  c A  * * * ? * *
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IN THE SENATE BY THE LABOR & COMMERCE COMMITTEE

CS FOR SENATE BILL NO. 309 (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE - SECOND SESSION

A  BILL

For an Act entitled: "An Act relating to excluding a named driver from a

motor vehicle insurance policy; and providing for an 

effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 21.36.210(a) is amended to read:

(a) A n  i n s u r e r  m a y  n o t  e x e r c i s e  i t s  r i g h t  t o  c a n c e l  a p o l i c y  o f  

p e r s o n a l  a u t o m o b i l e  i n s u r a n c e  e x c e p t  f o r  t h e  f o l l o w i n g  r e a s o n s :

(1) nonpayment of premium; or

(2) the driver's license or motor vehicle registration of 

either the named insured or of an operator who resides in the same 

h o u sehold as the named insured or who customarily operates a motor 

vehicle insured under the policy has been under suspension or r e v o c a­

tion during the policy period or, if the policy is a renewal, during 

its policy period or the 180 days immediately preceding its effective 

d a t e ; this paragraph does not apply to a person who is excluded from

coverage under AS 2 1 . 36.215.
(<

* Sec. 2. AS 21.36 is amended by adding a n e w  section to read:

Sec. 21.36.215. EXCLUDING NAMED DRIVER FROM AUTOMOBILE INSURANCE 

POLICY. (a) An insurer may not refuse to exclude a person from 

coverage under an automobile insurance policy, if the claim experience 

or driving record of the person w o u l d  have justified cancellation, 

nonrenewal, or an increase in the premium. A premium charged on a 

policy that excludes a person from coverage may not reflect the 

claims, experience, or driving record of the excluded person. This

-1- CSSB 3 0 9 (L&C)
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(b) A n  a u t o m o b i l e  i n s u r a n c e  p o l i c y  p r o v i d i n g  t h a t  a p e r s o n  is 

e x c l u d e d  f r o m  c o v e r a g e  m a y  a l s o  p r o v i d e  t h a t  t h e  i n s u r e r  is n o t  l i a b l e  

f o r  a n y  c o v e r a g e ,  i n c l u d i n g  d e f e n s e  o r  i n d e m n i t y  c o v e r a g e  u n d e r  a n y  

p r o v i s i o n  o f  t h e  p o l i c y  f o r  c l a i m s  o r  d a m a g e s ,  i n c l u d i n g  c l a i m s  

a g a i n s t  o t h e r  p e r s o n s  i n s u r e d  u n d e r  t h e  p o l i c y ,  a r i s i n g  o u t  o f  the 

o p e r a t i o n  o f  t h e  i n s u r e d  a u t o m o b i l e  b y  t h e  e x c l u d e d  p e r s o n .  A n  a u t o ­

m o b i l e  i n s u r a n c e  p o l i c y  p r o v i d i n g  t h a t  t h e  i n s u r e r  is n o t  l i a b l e  as 

a l l o w e d  u n d e r  t h i s  s u b s e c t i o n  s h a l l  c o n t a i n  t h e  f o l l o w i n g  p r o v i s i o n :

E x c l u s i o n  o f  N a m e d  D r i v e r :  I n  c o n s i d e i a t i o n  o f  t h e

p r e m i u m  f o r  w h i c h  t h e  p o l i c y  is w r i t t e n ,  it is a g r e e d  

t h a t  t h e  i n s u r e r  is n o t  l i a b l e  f o r  a n y  c o v e r a g e ,  i n ­

c l u d i n g  d e f e n s e  o r  i n d e m n i t y  c o v e r a g e  u n d e r  a n y  p r o ­

v i s i o n  o f  t h e  p o l i c y  f o r  c l a i m s  o r  d a m a g e s ,  i n c l u d i n g  

c l a i m s  a g a i n s t  o t h e r  p e r s o n s  i n s u r e d  u n d e r  t h e  p o l i c y  

o r  c l a i m s  a g a i n s t  t h e  e x c l u d e d  p e r s o n ,  s u s t a i n e d  w h i l e

a v e h i c l e  i n s u r e d  u n d e r  t h i s  p o l i c y  is o p e r a t e d  b y

( n a m e  o f  e x c l u d e d  p e r s o n )  f o l l o w i n g  t h e  e f f e c t i v e  d a t e  

o f  t h i s  e n d o r s e m e n t .

(c) T h e  r e q u i r e d  p o l i c y  p r o v i s i o n  c o n t a i n e d  i n  (b) t h i s  s e c t i o n  

s h a l l  a l s o  b e  p r o v i d e d  to t h e  i n s u r e d  as a n o t i c e  s e p a r a t e  f r o m  t h e  

p o l i c y  a n d  t y p e d  i n  b o l d  f a c e  p r i n t .  T h e  n o t i c e  m u s t  b e  s i g n e d  b y  t h e  

i n s u r e d  i n  o r d e r  f o r  t h e  e x c l u s i o n  o f  t h e  n a m e d  d r i v e r  a n d  t h e  l i m i t a ­

t i o n  o f  t h e  i n s u r e r ' s  l i a b i l i t y  u n d e r  t h i s  s e c t i o n  to b e  e f f e c t i v e .

* S e c .  3. A P P L I C A B I L I T Y .  T h i s  A c t  a p p l i e s  to a u t o m o b i l e  i n s u r a n c e

p o l i c i e s  t h a t  a r e  e n t e r e d  i n t o  o r  r e n e w e d  o n  o r  a f t e r  t h e  e f f e c t i v e  d a t e  o f

t h i s  A c t .

* Se c .  A. T h i s  A c t  t a k e s  e f f e c t  J a n u a r y  1, 1991.

s u b s e c t i o n  d o e s  n o t  a p p l y  to a n  a u t o m o b i l e  l i a b i l i t y  i n s u r a n c e  p o l i c y

r e q u i r e d  u n d e r  A S  2 8 . 2 0 .
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STEVE COWPER, G O V E R N O R

D E P A R T M E N T  O F  L A W

OFFICE OF THE ATTORNEY GENERAL

T h e  H o n o r a b l e  S t e v e  F r a n k  
A l a s k a  S t a t e  L e g i s l a t u r e  
P . O .  B o x  V  
J u n e a u ,  A l a s k a  9 9 8 1 1

F e b r u a r y  1 2 ,  1 9 9 0

REP LY TO:

□ 1031 W 4th AVENUE SUITE 200 
ANCHORAGE, ALASKA 99501-1994 
P H O N E :  (907) 276-3550

FAX: (907) 276-3697

□ 1st NATIONAL CENTER
100 CUSHMAN ST. SUITE 400 
FAIRBANKS. ALASKA 99701-4679 
P H O N E :  (907) 452-1568 

FAX: (907) -156-1317

M  RO. BOX K-STATE CAPITOL 
JUNEAU. ALASKA 99B11-0300 
P H O N E :  (907) 465-3600 

FAX: (907) 463-5295

R e :  S B  3 0 6  —  e x c l u d i n g  a  n a m e d  d r i v e r
f r o m  a  m o t o r  v e h i c l e  i n s u r a n c e  p o l i c y  
O u r  f i l e :  6 6 3 - 9 0 - 0 2 9 5

D e a r  S e n a t o r  F r a n k :

Y o u  h a v e  a s k e d  f o r  o u r  o p i n i o n  o n  t h e  l i k e l i h o o d  t h a t  t h e  
n a m e d  d r i v e r  e x c l u s i o n  p r o v i s i o n  o f  S B  309  w o u l d  b e  u p h e l d  i f  
c h a l l e n g e d  i n  c o u r t .  S e n a t e  B i l l  3 0 9  ( S B  3 0 9 )  r e l a t e s  t o  t h e  
e x c l u s i o n  o f  a  n a m e d  d r i v e r  f r o m  a  m o t o r  v e h i c l e  i n s u r a n c e  p o l i c y .  
A l t h o u g h  n a m e d  d r i v e r  e x c l u s i o n s  a r e  n o t  u n co m m o n  i n  i n d i v i d u a l  
a u t o m o b i l e  i n s u r a n c e  p o l i c i e s ,  w e  h a v e  f o u n d  f e w  s t a t e s  w h i c h  h a v e  
e n a c t e d  s t a t u t e s  t o  p r o v i d e  f o r  s u c h  e x c l u s i o n s .

T h e  p u r p o s e  o f  a  n a m e d  d r i v e r  e x c l u s i o n  i s  t o  e x c l u d e  
f r o m  c o v e r a g e  i n s u r e d  a u t o m o b i l e s  w h i l e  t h e y  a r e  d r i v e n  o r  o p e r a t e d  
b y  a  p a r t i c u l a r  i n d i v i d u a l .  S u c h  e x c l u s i o n s  a r e  t y p i c a l l y  u s e d  i n  
p o l i c i e s  c o v e r i n g  a u t o m o b i l e s  w h i c h  m a y  b e  d r i v e n  b y  m o r e  t h a n  o n e  
p e r s o n  w h e r e  a n  i n d i v i d u a l  ( t y p i c a l l y  a  f a m i l y  m e m b e r )  h a s  a  p o o r  
d r i v i n g  r e c o r d .

Y o u  h a v e  s p e c i f i c a l l y  a s k e d  f o r  o u r  o p i n i o n  a s  t o  w h e t h e r  
a  n a m e d  d r i v e r  e x c l u s i o n  p r o v i s i o n  w o u l d  b e  u p h e l d  b y  t h e  A l a s k a  
c o u r t s . O u r  r e s e a r c h  h a s  r e v e a l e d  n o  c a s e  l a w  i n  A l a s k a  t h a t  
a d d r e s s e s  t h e  v a l i d i t y  o f  e i t h e r  n a m e d  d r i v e r  e x c l u s i o n s  o r  o f  t h e  
r e l a t e d  " h o u s e h o l d "  o r  " f a m i l y "  e x c l u s i o n s .  W i t h o u t  s u c h  c a s e  la w  
p r e c e d e n t ,  i t  i s  d i f f i c u l t  t o  p r e d i c t  t h e  r e a c t i o n  o f  t h e  A l a s k a  
c o u r t s  t o  s u c h  p r o v i s i o n s  w i t u  a n y  d e g r e e  o f  c e r t a i n t y .  H o w e v e r ,  
w e  h a v e  r e v i e w e d  t h e  t r e a t m e n t  o f  n a m e d  d r i v e r  e x c l u s i o n s  i n  o t h e r  
s t a t e s  w h i c h  p r o v i d e  f o r  t h e m  b y  s t a t u t e ,  a n d  o u r  o p i n i o n  i s  b a s e d  
o n  t h e  e x p e r i e n c e s  i n  t h o s e  s t a t e s .

I n  g e n e r a l ,  c o u r t s  i n  t h o s e  s t a t e s  w h i c h  d o  n o t  h a v e  
s t a t u t o r y  p r o v i s i o n s  f o r  n a m e d  d r i v e r  e x e m p t i o n s  o n  a u t o m o b i l e  
i n s u r a n c e  p o l i c i e s  h a v e  h e l d  t h a t  s u c h  e x e m p t i o n s  a r e  v a l i d  o n l y
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i n  r e l a t i o n  t o  c o v e r a g e  e x c e e d i n g  t h e  m i n i m u m  l e v e l  o f  l i a b i l i t y  
o f  c o v e r a g e  m a n d a t e d ,  ' o  t h a t  t h e  p u b l i c  p o l i c y  o f  m a n d a t o r y  
u n i n s u r e d  m o t o r i s t  c o v e r a g e  is m a i n t a i n e d .  See, e . g . . A l l s t a t e  
I n s u r a n c e  Co. v. U n i t e d  S t a t e s  F i d e l i t y  & G u a r a n t y  C o . . 6 1 9  P . 2 d  
3 2 9  ( U t a h  1 9 8 0 ) .  T h e  u n d e r l y i n g  t e n e t  is t h a t  i f  a n y  p r o v i s i o n  o f  
a n  a u t o m o b i l e  l i a b i l i t y  i n s u r a n c e  p o l i c y  c o n f l i c t s  w i t h  t h e  
r e q u i r e m e n t s  o f  t.he s t a t u t e  r e g u l a t i n g  s u c h  p o l i c i e s ,  i t  is 
i n v a l i d .

O u r  r e s e a r c h  h a s  r e v e a l e d  s i x  s t a t e s  ( C o l o r a d o ,  A r i z o n a ,  
P e n n s y l v a n i a ,  N e w  M e x i c o ,  M a r y l a n d ,  a n d  M i c h i g a n )  h a v i n g  s t a t u t e s  
w h i c h  p r o v i d e  f o r  n a m e d  d r i v e r  e x c l u s i o n s  i n  a u t o m o b i l e  i n s u r a n c e  
p o l i c i e s  s i m i l a r  t o  t h a t  i n  S B  309. T h e  c o u r t s  i n  t h o s e  s t a t e s  
h a v e  g e n e r a l l y  u p h e l d  t h e  e x c l u s i o n s .  S e e  P a r s o n s  v. E r i e  
I n s u r a n c e  G r o u p , 5 6 9  F . S u p p .  5 7 2  (D. M a r y l a n d  1 9 8 3 ) (if t h e
u n i n s u r e d  m o t o r i s t  c o v e r a g e  o n  a v e h i c l e  w a s  d e e m e d  a p p l i c a b l e  w h e n  
t h e  d r i v e r  is e x c l u d e d  f r o m  t h e  v e h i c l e ' s  o r d i n a r y  l i a b i l i t y  
c o v e r a g e ,  t h e n  t h e  i n s u r e r  w o u l d  i n  e f f e c t  s t i l l  b e  i n s u r i n g  t h e  
l i a b l e  d r i v e r ,  w h o  h a d  a  b a d  c l a i m s  o r  d r i v i n g  r e c o r d ,  b u t  t h e  
i n s u r e r  w o u l d  b e  d e n i e d  t h e  a p p r o p r i a t e  p r e m i u m ) ; S e r s i o n  v. 
D a i r v l a n d  I n s u r a n c e  C o . . 7 5 7  P . 2 d  1 1 6 9  (Colo, A p p .  1 9 8 8 ) ( t h e
a p p l i c a t i o n  o f  t h e  s t a t u t e  c a n n o t  b e  l i m i t e d  o r  i n v a l i d a t e d  o n  
p u b l i c  p o l i c y  g r o u n d s  w h e r e  t h e  l a n g u a g e  o f  t h e  l e g i s l a t i v e  i n t e n t  
is c l e a r  a n d  u n a m b i g u o u s ) ;  N a t i o n w i d e  M u t u a l  I n s u r a n c e  Co. v. 
M i l l e r . 5 0 5  A . 2 d  1 3 3 8  (Md. 1 9 8 6 ) ( n a m e d  d r i v e r  e x c l u s i o n  p r e v e n t e d  
i n s u r e d  p a s s e n g e r  f r o m  c o l l e c t i n g  u n i n s u r e d  m o t o r i s t  b e n e f i t s  w h e n  
i n s u r e d  i n  c a r  d r i v e n  b y  t h e  e x c l u d e d  d r i v e r ) ;  G a r z a  v. G l e n  F a l l s
I n s u r a n c e  C o . , 7 3 1  P . 2 d  3 6 3  ( N . M . 1 9 8 6 ) ( p o l i c y  w h i c h  d e n i e d
l i a b i l i t y  c o v e r a g e  i n  a c c i d e n t  c a u s e d  b y  n a m e d  d r i v e r  e x c l u d e d  i n  
t h e  p o l i c y  u p h e l d ) ; M u x l o w  v. A u t o  C l u b  I n s u r a n c e  A s s o c i a t i o n . 394 

N . W . 2 d  1 2 1  (Mich. A p p .  1 9 8 6 ) (the n a m e d  d r i v e r  e x c l u s i o n  s t a t u t e  
p e r m i t s  t h e  v e h i c l e  o w n e r  t o  b e  n a m e d  a s  t h e  e x c l u d e d  d r i v e r  o n  
p o l i c y ) .

I n  a s t r o n g  d e c i s i o n ,  t h e  c o u r t  i n  A l l s t a t e  I n s u r a n c e  Co. 
v. D e t r o i t  A u t o m o b i l e  I n t e r - I n s u r a n c e  E x c h a n g e , 369 N . W . 2 d  9 0 8  
( M i c h .  A p p .  1985) h e l d  t h a t  t h e  n a m e d  d r i v e r  e x c l u s i o n  i n  a p o l i c y  
p e r m i t t e d  t h e  e x c l u s i o n  o f  t h e  c a r  o w n e r  f r o m  l i a b i l i t y  c o v e r a g e  
w h e n  i n j u r e d  as a p a s s e n g e r  i n  h i s  o w n  c a r  d r i v e n  b y  t h e  n a m e d  
i n d i v i d u a l .  T h e  c o u r t  r e a s o n e d  t h a t  t h e  o p p o s i t e  r e s u l t  w o u l d  
d e f e a t  o n e  o f  t h e  p r i m a r y  p u r p o s e s  o f  p e r m i t t i n g  t h e  e x c l u s i o n ,  

w h i c h  is t o  r e d u c e  p r e m i u m s ,  a n d  t h a t  e v e n  if t h e r e  w a s  a c o n f l i c t  
b e t w e e n  t h e  n a m e d  d r i v e r  e x c l u s i o n  s t a t u t e  a n d  t h e  m a n d a t o r y  
l i a b i l i t y  c o v e r a g e ,  t h e  s t a t u t e  o n  e x c l u s i o n s  w o u l d  p r e v a i l  s i n c e  
i t  is a s p e c i f i c  s t a t u t e  e n a c t e d  s u b s e q u e n t  t o  a m o r e  g e n e r a l  
s t a t u t e  c o v e r i n g  t h e  s a m e  s u b j e c t  m a t t e r .
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A n  e x c e p t i o n  h a s  b e e n  f o u n d  i n  A r i z o n a ,  a n o t h e r  s t a t e  
w h i c h  h a s  a n a m e d  d r i v e r  e x c l u s i o n  s t a t u t e .  T h e  S u p r e m e  C o u r t  of 
A r i z o n a  h e l d  t h a t  t h e  n a m e d  d r i v e r  e x c l u s i o n  in a n  i n d i v i d u a l  
i n s u r a n c e  p o l i c y  is v o i d  as f a r  as m a n d a t o r y  u n i n s u r e d  m o t o r i s t  
c o v e r a g e  i s  c o n c e r n e d .  S e e  E m p l o y e r s  M u t u a l  C a s u a l t y  Co. v. 
M c K e o n , 7 6 5  P . 2 d  5 1 3  ( A r i z . 1 9 8 8 )  ( i n s u r a n c e  c o n t r a c t  w a s  h e l d  
c o n t r a r y  t o  p u b l i c  p o l i c y  a n d  t h e r e f o r e  v o i d  a s  it p u r p o r t e d  to  
e x c l u d e  i n s u r e d s '  s o n  f r o m  a l l  c o v e r a g e  i n c l u d i n g  m a n d a t o r y  
u n i n s u r e d  m o t o r i s t  c o v e r a g e  w h e r e  s o n  w a s  i n j u r e d  in a c c i d e n t  w h i l e  
d r i v i n g  i n s u r e d  c a r  b u t  w a s  n o t  a t  f a u l t ) .

T h e  c o u r t s  i n  e a c h  o f  t h e s e  c a s e s  h a v e  r e p e a t e d l y  
l o o k e d  a t  t h e  l a n g u a g e  o f  t h e  p o l i c y  a n d  t o  l e g i s l a t i v e  i n t e n t  in 
r e a c h i n g  t h e i r  d e c i s i o n s .  T h e r e f o r e ,  t h e  c l e a r e r  t h e  l e g i s l a t i v e  
i n t e n t ,  t h e  m o r e  l i k e l y  t h e  p r o v i s i o n  w i l l  s u r v i v e  s u c h  a 
c h a l l e n g e .

T h a n k  y o u  f o r  s e e k i n g  o u r  o p i n i o n  o n  t h i s  m a t t e r .  P l e a s e  
d o  n o t  h e s i t a t e  t o  c o n t a c t  t h i s  o f f i c e  if y o u  h a v e  f u r t h e r  
q u e s t i o n s .

S i n c e r e l y ,

D O U G L A S  B. B A I L Y
A T T O R N E Y  G E N E R A L

By:

A l e x i s  G a b a y  *
A s s i s t a n t  A t t o r n e y  G e n e r a l

A G : n b
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s h a t t u c k  &  g r u m m e t t ,
I'.ST. Mil ISIII.n IH1IH

insurance • bonds
;ioi si.waki) sthii.t

Juneau. Alaska 99801
C U H T IS  <». S I IA T T U C K  
A  L I .  B N  IX  S I IA T T U C K  
ItO O U It  It . S I IA T T U C K ,  C .I'C .I) .
B U D  J A B G B I t

F e b r u a r y  9, 1 9 9 0

S e n a t o r  S t e v e  F r a n k  
S t a t e  o f  A l a s k a  
P 0  B o x  V 
J u n e a u ,  A l a s k a

Re: S e n a t e  B i l l  #3 0 9

E x c l u d i n g  N a m e d  D r i v e r s  f r o m  A u t o  I n s u r a n c e  P o l i c i e s

D e a r  S e n a t o r  F r a n k

A t  t h e  r e q u e s t  o f  R i c k  S o l i e  o f  y o u r  o f f i c e ,  I a m  f o r w a r d i n g  
s a m p l e s  o f  a u t o m o b i l e  i n s u r a n c e  p r e m i u m s  c o m p a r i n g  s o m e  
v a r i e d  s i t u a t i o n s  s u c h  as a p p l i c a n t s  m e e t i n g  p r e f e r r e d  r i s k  
r a t i n g  c r i t e r i a ,  a n d  t h e n  d e a l i n g  w i t h  t h e  s a m e  r i s k  e x c e p t  
w i t h  a d v e r s e  d r i v i n g  r e c o r d ,  a n d  w i t h  a n d  w i t h o u t  t h e  p r o p o s e d  
E x c l u s i o n  E n d o r s e m e n t  b e i n g  a p p l i e d .

I h o p e  t h e  c o m m i t t e e  w i l l  f i n d  t h i s  p r a c t i c a l  t y p e  o f  i n f o r m a t i o n  
t o  b e  h e l p f u l  i n  d e l i b e r a t i n g  S B  # 3 09.

I f  o u r  o f f i c e  c a n  b e  o f  f u r t h e r  h e l p  i n  t h i s  r e g a r d ,  we h o p e  
y o u  w i l l  c o n t a c t  us a g a i n .

S i n c e r e l y

S H A T T U C K  & G R U M M E T T  I N C

N L B / k j

E n e l

i n c .

M IC H A E L  A . O H U M M E T T  
K O O E R  O IIU M M E T T  
N A N C V  L . B U R N S

PHONE 586-2414 INSURE AND BE SURE TELEX 904-5313
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The following figures are premium KSTiMATES onl,.

Y O U R  L I A B I L I T Y Y O U R  C A R
v B O D I L Y  I N J U R Y  covers your legal liability

for Injury to person*. Limits $30,000 per A u t o  1 /All t o  2 
person and $100,000 per accident where 

more than one person is injured, includ­

ing legal costs........................ $

or

$100,000 per person, $300,000 per acc . . $

64.50*6i 57.00*

l / C O M P R E H E N S I V E  pays for all damage to 

your car from any cause except collision 

or upset. It Includes fire, theft, glass break­

age, vandalism, windstorm, etc. (but ex­

cludes sound equipment not permanently 

installed.) If you pay the first ilOOof each 

claim............................... $_ 50 .0 0  - Q u i c k  On

^ / P R O P E R T Y  D A M A G E  covers your legal 

liability for damages to property of 

others. Limit, $23,000 including legal

costs............................... $.

or

$50,000 $.

or

$__________  Combined Singlr Limit Bodily

Injury A N D  Property Damage Liability S.

* I n c l u d e d

u C O L L I S I O N  O R  U P S E T  pays for all damage 

to your car from these two hazards except 

that you pay the amount of deductible on

each claim. If you pay the first $200... .$______________

or

$250 Deductible $ 1.3 I • 0 0 - B u l c k  O n

$500 Deductible

I ' U N I N S U R E D  M O T O R I S T  —  covers you and your family for Bodily Injury done by an uninsured motorist

with limits of $50,000/100,000 and for damage to your car ($250 deductible).................... $ 11 -30  & 2 0 . ^ 0

,- M E D I C A L  P A Y M E N T S  will cover all medical costs of anyone hurt in your car regardless of liability. It also

covers each family member injured in or by any other car.

$1,000 per person limit............................................................. j _ 2 i 0 0 _ & _ 2 _ .  0 0

$2,000 per person limit............................................................. $_______________

$5,000 per person limit.............................................................$_______________

Most of our programs offer higher limits of Liability, Uninsured Motorist and Medical Payments coverages than those shown 

above, as well as various Deductibles on your car. W e  also urge you to inquire re our Personal Catastrophe Policy —  minimum 

limits $1,000,000. In addition, most programs offer Towing, Auto Death and Disability, Rental Reimbursement. Customized 

Auto Endorsement and other coverages. Inquire for details.

In order to effect this coverage, a completed and signed application is required, and premium or downpayment (inquire re 

available payment plans.) W e  will need information including the serial number of your car, odometer reading, dates of birth 

and drivers license numbers of all drivers, and prior insurance information, if any.

AUTO  #1 =  1990 B u i c k  C e n t u r y  C s tm  -  L o a n  r e q u i r e s  C o m p r e h e n s i v e  & C o l l i s i o n  

AUTO  #2 =  19S2 F o r d  F150 P i c k u p  4WD -  No C o m p r e h e n s i v e  o r  C o l l i s i o n  r e q u i r e d

T O T A L  S I X  MONTHS P R E M I U M '$338 .00  ( =  $676.00  I N  A  Y E A R ' S  T I M E )

D E S C R IP T I O N  OF T H I S  R I S K  I S  

A d u l t  m a r r i e d  c o u p l e

C l e a r  d r i v i n g  r e c o r d s  ( o r  d r i v i n g  r e c o r d s  a c c e p t a b l e  i n  P r e f e r r e d  m a r k e t )  

A l l s t a t e  I n s u r a n c e  Co P r e f e r r e d  R i s k  M a r k e t  ( b o t h  v e h i c l e s  i n c l u d e d  on  p o l i c y )

(The same vehicles are used on each sample)
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B u i c k  O n l v

Y O U R  L I A B I L I T Y
^ O D I L Y  I N J U R Y  covers your legal liability 

for Injury to persons. Limits $50,000 per 

person and 5100,000 per accident where 

more than one person is injured, includ­

ing legal costs........................S__85 . 50*
or

$100,000 per person, $300,000 per acc..S____________

The following figures *re

- P R O P E R T Y  D A M A G E  covers your legal 

" liability for damages to property of

others. Limit, $25,000 including legal , . ,
costs............................... < ^ I n c l u d e d

or

$50,000

or

Combined Single Limit Bodily

$_

Injury A N D  Property Damage Liability $_

^ C O M P R E H E N S I V E  pays for all damage to „ . . „ ,

your car from any cause except collision C C n ^  

or upset. It Includes fire, theft, glass break­

age, vandalism, windstorm, etc. (but ex­

cludes sound equipment not permanently 

installed.) If you pay the first $ 100 of each 

claim............................... $ 50.00

^  C O L L I S I O N  O R  U P S E T  pays for all damage 

to your car from these two hazards except 

that you pay the amount of deductible on

each claim. If you pay the first $200... .$___________

or

$250 Deductible $ 1 4 6 - 0 0

$500 Deductible

y
^  U N I N S U R E D  M O T O R I S T  —  covers you and your family for Bodily Injury done by an uninsured moiorist

with limits of $50,000/100.000 and lor damage to your car ($250 deductible).....................$ 11.10

^  / M E D I C A L  P A Y M E N T S  will cover all medical costs of anyone hurt in your car regardless of liability. It also 

covers each family member injured in or by any other car.

$1,000 per person limit............................................................. $ h . 0 0

$2,000 per person limit............................................................. $_______________

$5,000 per person limit............................................................. $______________

Most of our programs offer higher limits of Liability, Uninsured Moiorist and Medical Payments coverages than those shown 

above, as well as various Deductibles on your car. W e  also urge you to inquire re our Personal Catastro, je Policy —  minimum 

limits $1,000,000. In addition, most programs offer Towing, Auto Death and Disability, Rental Reimbursement, Customized 

Auto Endorsement and other coverages. Inquire for details.

In order to effect this coverage, a completed and signed application is required, and premium or downpayment (inquire re 

available payment plans.) W e  will need information including the serial number of your car, odcmetcr reading, dates of birth 

and drivers license numbers of all drivers, and prior insurance information, if any.

TO T A L  S I X  MONTH PREMIUM $296.80  ( S i x  M O u th  P rem ium x  2 =  $593.60 )  

BU ICK  ONLY

D E S C R IP T I O N  OF T H I S  R I S K  I S

I n s u r e d ' s  s p o u s e  ha s  b e e n  c o n v i c t e d  o f  D r u n k  D r i v i n g  w i t h i n  t h e  p a s t  

3 y e a r  p e r i o d  w i t h  t h e  s t a n d a r d  S R -2 2  ( P r o o f  o f  I n s u r a n c e )  F i l i n g  

r e q u i r e d  b y  t h e  S t a t e  t o  r e i n s t a t e  t h e  d r i v e r ' s  l i c e n s e .

T h i s  s p o u s e  h a s  now b e e n  EXCLUDED AS A  D R I V E R  ON THE PREFERRED R I S K

P O L I C Y  DUE TO THE D W I ,  AND HAS A  S E PAR ATE  P O L I C Y  ON THE  P ICKUP  -  SEE  PAGE TWO

T h e  p o l i c y  on t h e  B u i c k  r e m a i n s  i n  A l l s t a t e  I n s u r a n c e  C o ' s  P r e f e r r e d  R i s k  

m a r k e t  ( w i t h  t h e  s p o u s e  e x c l u d e d  f r o m  d r i v i n g )  and  w i t h  t h e  d e l e t i o n  o f  

t h e  two c a r  d i s c o u n t .
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Y O U R  L I A B I L I T Y

The following figures are premium ESTIMATES only.

362.00

V  BODILY INJURY covers your legal liabilily
for Injury lo persons. Limits $50,000 per P i c k u p  O n l y  
person and $100,000 per accident where 
more than one person is injured, includ­
ing legal costs.................................... S_

or
SIOO.OOO per person, $300,000 per acc. .$__________

v/'PROPERTY DAMAGE  covers your legal 
liability for damnges to property of 
others. Limit, $23,000 including legal
costs................................................ $ 224.00

or
$50,000 $____________

Y O U R  C A R
COMPREHENSIVE pays for all damage to 

your car from any cause except collision 
or upset. It Include* fire, theft, glass break­
age, vandalism, windstorm, etc. (but ex­
cludes sound equipment not permanently 
installed.) If you pay the first $ lOOof each 
claim.................................................$.

COLLISION OR UPSET pays for all damage 
to your car from these two hazards exctpt 
that you pay the amount of deductible on
each claim. If you pay the first $200___ $_

or
$250 Deductible $_

________ Combined Single Limit Bodily
Injury AND Property Damage Liability $_

$300 Deductible

/
v" UNINSURED MOTORIST — covers you and your family for Bodily Injury done by an uninsured moiorist

with limits of $50,000/100,000 and for damage to your car ($250 deductible)................................ $ 21 . 00

j/^ IEDICAL PAYMENTS will cover all medical costs of anyone hurt in your car regardless oT liability. It also 
covers each family member injured in or by any other car.

$1,000 per person limit............................................................................................... $ 32 .00

$2,000 per person limit............................................................................................... $____________

S5,000 per person limit............................................................................................ $____________

Most of our programs offer higher limits of Liability, Uninsured Motorist and Medical Payments coverages than those shown 
above, as well as various Deductibles on your car. We also urge you to inquire re our Personal Catastrophe Policy — minimum 
limits $1,000,000. In addition, most programs offer Towing, Auto Death and Disability, Rental Reimbursement, Customized 
Auto Endorsement and other coverages. Inquire for details.

In order to effect this coverage, a completed and signed application is required, and premium or downpayment (inquire re 
available payment plans.) We will need information including the serial number of your car, odometer reading, dates of birth 
and drivers license numbers of all drivers, and prior insurance information, if any.

PLUS SR -2 2  F I L I N G  SURCHAGE = $50 .00  F U L L Y  EARNED ( P a i d  o n c e  i n  t h r e e  y e a r s  

p r o v i d e d  p o l i c y  i s  r e n e w e d  w i t h o u t  l a p s e )

T O TAL  ANNUAL  PREMIUM =  $.689.00 ( F o r d  P i c k u p  o n l y )

D E S C R IP T IO N  OF MARKET

T h i s  p o l i c y  i s  b e i n g  i s s u e d  t h r o u g h  t h e  A l a s k a  A u t o m o b i l e  I n s u r a n c e  P l a n ,  

commonl y  known  a s  t h e  A s s i g n e d  R i s k  P l a n .

PREMIUMS THROUGH OTHER MARKETS A V A I L A B L E  TO T H I S  R I S K

A l l s t a t e  I n d e m n i t y  Co =  $341.20 p e r  S I X  MONTHS ( x  2 =  $682.40)  

* * * * * P r o g r e s s i v e  I ns Co =  $631.00 ANNUAL  ( L e s s  5% i f  P a i d  i n  F u l l )



The following figures are premium ESTIMATES only.

Y O U R  L I A B I L I T Y

A u t o  1 / A u t o  2BODILY INJURY cover* your legal liability 
for Injury lo person*. Limits $50,000 per 
person and $100,000 per accident where 
more than one person is injured, indud- *
ing legal costs......................................$ 2 8 8 .5 0 / $ 100 .00

or
SIOO.OOO per person, $300,000 per acc . .S___________

PROPERTY D A M A G E  covers your legal 
liability Tor damages to property of 
others. Limit, S25.000 including legal * X n c l u d e d
costs .$_

Y O U R  C A R
i COMPREHENSIVE pays for all damage to 

your car from any cause except collision 
or upset. It Includes fire, theft,glass break­
age, vandalism, windstorm, etc. (but ex­
cludes sound equipment not permanently 
installed.) If you pay the first S100 of each 
claim.................................................S.88.00-Buick Only

c  COLLISION OR UPSET pays for all damage 
lo your car from these two hazards except

or
$50,000

that you pay the amount of deductible on
each claim. If you pay the first $200___ $.

or
$250 Deductible $.. 3 4 1 . 0 0 - B u i c k  Or.

or
Combined Single Limit Bodily $500 Deductible

Injury AND Properly Damage Liability $_

UNINSURED MOTORIST —  covers you and your fami'v for Bodily Injury done by an uninsured motorist
with limits of $50,000/100,000and for damage to your car ($250 deductible) ................................ 5 1 1 . 3 0 / 2 0 . 2 0

MEDICAL PAYMENTS will cover all medical costs of anyone hurt in your car regardless of liability. It also 
covers each family member injured in or by any other car.

$1,000 per person limit............................................................................................... S • QQZt'* • ̂

$2,000 per person limit............................................................................................... $____________

$5,000 per person limit............................................................................................... $____________

Most of our programs offer higher limits of Liability, Uninsured Motorist and Medical Payments coverages than those shown 
above, as well as various Deductibles on your car. We also urge you to inquire re our Personal Catastrophe Policy — minimum 
limits $ 1,000,000. In addition, most programs offer Towing, Auto Death and Disability, Rental Reimbursement, Customized 
Auto Endorsement and other coverages. Inquire for details.

In order to effect this coverage, a completed and signed application is required, and premium or downpayment (inquire re 
available payment plans.) We will need information including the serial number of your car, odometer reading, dates of birth 
and drivers license numbers of all drivers, and prior insurance information, if any.

T O T A L  S I X  MONTH PREMIUM $857 .00  ( x  2 =  $1 ,7 14)

D E S C R IP T I O N  OF T H I S  R I S K  I S

S p o u s e  h a s  t h e  D r u n k  D r i v i n g  C o n v i c t i o n  & S R -2 2  F i l i n g  R e q u i r e m e n t

• T h i s  s a m p l e  shows  b o t h  v e h i c l e s  i n s u r e d  i n  A l l s t a t e  I n d e m n i t y  Co ( i . e .  no 

e x c l u s i o n  a p p l i e s )

ANOTHER MARKET A V A I L A B L E  ( b e s i d e s  t h e  A l a s k a  A u t o  I n s  P l a n )  i s  P r o g r e s s i v e  I n s  Co 

Same c o v e r a g e s  e t c  as  a b o v e  = $1 ,260 ANNUAL  ( L e s s  5% i f  p a i d  i n  f u l l )  

P R O G R ES S IV E  I N S  CO ALLOWS EXC LU S IO N S

P o l i c y  i s s u e d  u n d e r  a b o v e  b a s e d  on  t h e  B u i c k  o n l y  w i t h  t h e  s p o u s e  e x c l u d e d  

w o u l d  r e q u i r e  an a n n u a l  p rem ium o f  $1 ,260  ( l e s s  5% i f  p a i d  i n  f u l l )
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F I S C A L  N O T E
REQUEST: _______ ___________________________

Revision Date:_________________________________  Agency Affected: Commerce & Economic D e v .
Title: An A ct relating to long-term g R U : Insurance

care disability insurance; and providing for an effective .date ____________

Sponsor: Committee . Components:___ QpprajLinns________________
Requestor: HESS Committee________________ __________________________________________

S T A T E  O F  A L A S K A  BILL VERSION: CSSB 315 (HESS)

1990 L E G I S L A T I V E  S E S S I O N  PUBLISH DATE: _ 2 / 8 / 9 0 _________

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY91 FY 92 FY 93 FY 94 FY 95 FY 96
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0 0 0 0 0 0

CAPITAL 0 0 , 0 ____ Q____ __ 0 n 1

REVENUE 0 0 0 0 «JL 0
FUNDING: (Thousands of Dollars)

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL . .  o , : ™ n ______ 0_________ ______0__________ n

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

0 0 0 ! 0 n n
-

ANALYSIS  : (Attach a separate page if necessary) No fiscal impact in FY 90.

Prepared by: 
Division : _

Don Koch. Acting Deputy Director

Insurance

Approved by Commissioner: Larry M e r c ulieff S  ////-----  '!
Agency: Department of Commerce & Economic-Deve!onmenjt

Larry Merculieff-K r i .  ’" z r i ' r :
Agency:

Distribution (by preparer):
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management arvd Budget 
Impacted Agcncy(ies)

6264D/2690a
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?/fi/qn___
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STATE OF ALASKA
•1990 LEGISLATIVE SESSION

Bill Version: csss 315
Publish Date:

REQUEST:

Revision Date:___________________

Title: An Act relating to long-term

disability insurance________________
S p o n s o r : Senate HESS_______________
Requestor:________________________

FISCAL NOTE

Agency Affected: Administration 

B R U : Retirement and Benefits________

Components • Retirement and Benefits

EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS
MISCELLANEOUS

0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0. 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0

TOTAL OPERATING 0 0 0 0 0 0

CAPITAL 0 0 0 0 0 0
•

REVENUE 0 0 0 0 0 0

FUNDING: (Thousands of Do!' ars)

GENERAL FUND 0 0 0 0 0 0
FEDERAL FUNDS 0 0 0 0 0 0
OTHER 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0

POSITIONS:

FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

A N A L Y S I S : (Attach a separate page if necessary)

The long-term core insurance coverage offered to retirees under the Public Employees', Teachers', 

Judicial, or the Elected Public Officers' Retirement systems are not affected by this bill.

Rev: 11/89

Prepared by: saiiv Smith ^    Phone: 3 6 5 - w o

Division: Retirement and Benefits /I f „ Date: ) / e7 ep O

Approved by Commissioner: Date: 0
Agency: Department of Administration__________________ '

Distribution (by preparer):

LegtS'latiye Finance 

Legislative^Sponsor 
Requestor •-

Office r , f Management and Budget

Impar.tfd Agency(ies) Page _i___of 1
V6K3/012212-0/U2



BILL AN ALYS IS

STATE OF ALASKA

OFFICE OF THE GOVERNOR

department D IV IS ION

Administration Retirement & Benefits
BILL NUMBER
CSSB315

sponsor
Senate HESS

» ® f l T  TITLE O F  B U  _  ,  .  ,  .  ,
An Act relating to long-term Disability Insurance

DEPARTMENT POSITION

Support

COMMISSIONER'S SIGNATURES. DATE/ /

 s S ! s ^ e x ^ s I ^ s ^ h s ,___________
rrepareo by

Sally Smith
OATE

1-22-90

SUMMARY
OTHER AGENCIES AFFECTEO BY BILL

Dept, of Commerce
■

CONSTITUENT OHOUP<S) AFFECTED BY BILL

Retirees under the Public Employees, 

Teachers, Judicial, and Elected Public 

Officers Retirement system.
ORGANIZATIONAL SUPPORT FOR BILL

Unknown

ORGANIZATIONAL OPPOSITION TO BIU.

Unknown

FISCAL IMPACT: □  NONE □  FISCAL NOTE ATTACHED -

BACKGROUND/LEGISLATIVE INTENT

This bill establishes a framework around which long-term care insurance 

policies can be issued.

ANALYSIS OF BILL/PROGRAM EFFECTS

The D e p a rtment of Administration makes a group l ong-term care insurance policy 

available to individuals at the time of their retirement in the systems noted 

above. T h e  proposed framework would require no changes in this coverage.

AMENDMENTS PROPOSED

01-009 |R«. 3-38)

PLEASE ATTACH A SEPARATE SHEET FOR ADOmOMAL COMMENTS OR ANALYSIS.
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CSSB 315 (HESS): "An Act re la ting  to long-term care d isability
insurance; and  providing for an  effective date.

The d ep a rtm en t supports th is  legislation. T h is b ill e stab lishes a specific 
regu la to ry  fram ework for in surance contracts th a t  provide for long-term care 
benefits. I t estab lishes ce rta in  standard ized  con trac t provisions in  o rder to 
requ ire ce rta in  m in im um  benefits and  to fac ilita te  public u nd e rs tan d in g  and 
comparison shopping.
Funding of long-term care is a critical issue th roughou t th e  n a tio n  th a t im pacts 
all th ird-party and  out-of-pocket payers of m edical care for older persons. 
"Long-term care" is the te rm  th a t p e rta in s to a con tinuum  o f care  th a t  ranges 
from some ass is tance in  th e  home to the ex trem e of 24-hour skilled care in  a 
medical facility. O ur average population is g e tting  older and  is living longer, 
thus, increasing  th e  likelihood of more people requ irin g  some form  of long-term 
care. M edicare cu rren tly  provides alm ost no coverage for long-term care. 
Medicaid provides th e  m ajority of the funding for long-term care nationw ide and 
provides for n ea rly  all of th e  funding for skilled n u rs in g  service care in  Alaska. 
Most Am ericans a re  not financially prepared  to m ee t th e  cost o f long-term care in  
th e ir la te r  years. This re su lts  in  tnose people spend ing  down both a sse ts  and  
income in  order to qualify for public assistance p rim arily  th rough  Medicaid.
The in su rance in du s try  h a s  been slow to develop in su rance  p roducts to cover th is 
x'isk. The most im po rtan t reason  for th is  is th e  la c k  of re liab le s ta tis tic a l d a ta  on 
which to base ra tes, coupled w ith the fact th a t  correct projection of costs fa r in to 
the fu tu re  is 1’equired  and is extrem ely difllcult to  accomplish. A lthough th is  
a ttitu d e  is  changing, the general population h a s  held the  m isperception th a t 
th e re  is little  or no need for such coverage and  also th a t, i f  long-term care is 
needed, M edicare would provide the necessary benefits.
W ithout m echanism s such as in su rance products to p re fund  long-term care, 
publicly-funded care is expected to increase, p e rh ap s to a po in t beyond th a t 
which public resources can read ily  bear. I t  is im po rtan t to  encourage th e  grow th 
of in su rance  p roducts to help finance long-term ca re  needs. However, th is  needs 
to be done in  a m anner th a t  provides app rop ria te  e lem ents of consum er 
protection.
SB 315 is based on th e  N ational Association of In su ran ce  Comm issioners (NAIC) 
Model Long-Term Care Act. The NAIC is encouraging th e  adoption of th is  model 
by th e  various s ta te s  in  lieu  of federal in terven tion . Abuses have occurred in  
o ther s ta te s  w ith  a large senior population. These abuses have received 
Congressional scrutiny, w ith  indications th a t th e  federal governm ent should 
regu la te long-term care if  th e  s ta te s  do not.

L arry  Merculieff, (Commissioner 
Date: <2 h  j (j d ____________

LM/LW/dgl6266D
2690a
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LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M  February 14, 1990

P O U C H  V  S T A T E  C A H I O l  

J U N E A U  A l A S K A  5 V J 3  I 1 

■507 -!6 S  3 6 0 0

SUBJECT: Long-term care disability insurance -
CSSB 3 1 5 (HESS)

TO: Senator Paul Fischer1 .

FROM: Michael F. F o r d , ^ ' ^ -
Legislative Counsel

The,, following is a. sectional analysis of CSSB 315(HESS): 

Section 1 - Purpose section.

Section 2

Sec. 21.53.010 - Prohibits sale or marketing unless the i n­
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 clearljr 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 insurance policy, if the policy provides 
long-term care disability insurance benefits. Establishes



,cor P a u l  F i s c h e r

2
/e b ru a ry  1 4 , 1990

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. Establishes 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 resid.-nt of this state, 
under a group policy in another state, unless the state in 
which the policy is 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 s o c ieties.

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

Section 5 - Effective date.
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LONG-TERM CARE INSURANCE MODEL REGULATION

T a b l e  o f  C o n t e n t s

S e c t i o n  1. 

S e c t i o n  2. 

S e c t i o n  3. 

S e c t i o n  4.  

S e c t i o n  5. 

S e c t i o n  6. 

S e c t i o n  7. 

S e c t i o n  8. 

S e c t i o n  9.

S e c t i o n  10. 

S e c t i o n  8? 
S e c t i o n  9? 

S e c t i o n  19? 

S e c t i o n  11? 

S e c t i o n  12? 
S e c t i o n  13?

Purpose

A u t h o r i t y

A p p l i c a b i l i t y  and  Scop e
D e f i n i t i o n s

P o l i c y  D e f i n i t i o n s

P o l i c y  P r a c t i c e s  a n d  P r o v i s i o n s

R e q u i r e d  D i s c l o s u r e  P r o v i s i o n s

P r o h i b i t i o n  A g a i n s t  P o s t  C l a i m s  U n d e r w r i t i n g

Minimum S t a n d a r d s  f o r  Home H e a l t h ' C a r e  B e n e f i t s  i n  L o n g - T e r m
Care I n s u r a n c e  P o l i c i e s

R e q u i r e m e n t  t o  O f f e r  I n f l a t i o n  P r o t e c t i o n

11. R e q u i r e m e n t s  f o r  R e p l a c e m e n t

12. D i s c r e t i o n a r y  Pow ers  o f  C o m m is s i o n e r
13. R e s e r v e  S t a n d a r d s
14. L o s s  R a t i o

15. F i l i n g  R e q u i r e m e n t

16. S t a n d a r d  F o r m a t  O u r . l i n e  o f  C o v e r a g e

S e c t i o n  1.  Purpose

T h e  p u r p o s e  o f  t h i s  r e g u l a t i o n  i s  t o  i m p l e m e n t  [ c i t e  s e c t i o n  o f  l a w  w h i c h  s e t s  

f o r t h  t h e  N .MC  L o n g - T e r m  C a r e  I n s u r a n c e  M o d e l  A c t ] ,  t o  p r o m o t e  t h e  p u b l i c  

i n t e r e s t ,  t o  promote  t h e  a v a i l a b i l i t y  o f  l o n g - t e r m  ca re  i n s u r a n c e  c o v e r a g e ,  t o  

p r o t e c t  a p p l i c a n t s  f o r  l o n g - t e r m  c a r e  i n s u r a n c e ,  as d e f i n e d ,  f r o m  u n f a i r  o r  

d e c e p t i v e  s a l e s  o r  e n r o l l m e n t  p r a c t i c e s ,  t o  f a c i l i t a t e  p u b l i c  u n d e r s t a n d i n g  an d  

c o m p a r i s o n  o f  l o n g - t e r m  c a r e  i n s u r a n c e  c o v e r a g e s ,  and  t o  f a c i l i t a t e  f l e x i b i l i t y  

a n d  i n n o v a t i o n  i n  the  d e v e l o p m e n t  o f  l o n g - t e r m  c a r e  i n s u r a n c e .

S e c t i o n  2. A u t h o r i t y

T h i s  r e g u l a t i o n  i s  i s s u e d  p u r s u a n t  t o  t h e  a u t h o r i t y  v e s t e d  i n  t h e  C o m m i s s i o n e r  

u n d e r  [ c i t e  s e c t i o n s  o f  l a w  e n a c t i n g  t h e  N A I C  L o n g - T e r m  C a r e  I n s u r a n c e  M o d e l  

A c t  a n d  e s t a b l i s h i n g  t h e  C o m m i s s i o n e r ' s  a u t h o r i t y  t o  i s s u e  r e g u l a t i o n s ] .

Section 3. Applicability and Scope

E x c e p t  as o t h e r w i s e  s p e c i f i c a l l y  p r o v i d e d ,  t h i s  r e g u l a t i o n  a p p l i e s  t o  a l l  

l o n g - t e r m  c a r e  i n s u r a n c e  p o l i c i e s  d e l i v e r e d  o r  i s s u e d  f o r  d e l i v e r y  i n  t h i s  

s t a t e  on  o r  a f t e r  t h e  e f f e c t i v e  d a t e  h e r e o f ,  b y  i n s u r e r s ;  f r a t e r n a l  b e n e f i t  

s o c i e t i e s ;  n o n p r o f i t  h e a l t h ,  h o s p i t a l  an d  m e d i c a l  s e r v i c e  c o r p o r a t i o n s ;  p r e p a i d  

h e a l t h  p l a n s ;  h e a l t h  m a i n t e n a n c e  o r g a n i z a t i o n s  an d  a l l  s i m i l a r  o r g a n i z a t i o n s .



D r a f t i n g  N o t e :  T h i s  r e g u l a t i o n  l i k e  t h e  N A I C  L o n g - T e r m  C a r e  I n s u r a n c e  M o d e l

A c t ,  i s  i n t e n d e d  t o  a p p l y  t o  p o l i c i e s ,  c o n t r a c t s ,  s u b s c r i b e r  a g r e e m e n t s ,  r i d e r s  

and  e n d o r s e m e n t s  w h e t h e r  i s s u e d  b y  i n s u r e r s ;  f r a t e r n a l  b e n e f i t  s o c i e t i e s ;  

n o n p r o f i t  h e a l t h ,  h o s p i t a l  and  m e d i c a l  s e r v i c e  c o r p o r a t i o n s ;  p r e p a i d  h e a l t h  
p l a n s ;  h e a l t h  m a i n t e n a n c e  o r g a n i z a t i o n s  an d  a l l  s i m i l a r  o r g a n i z a t i o n s .  I n  

o r d e r  t o  i n c l u d e  s u c h  o r g a n i z a t i o n s ,  r e g u l a t i o n s  s h o u l d  i d e n t i f y  them i n  
a c c o r d a n c e  w i t h  s t a t u t o r y  t e r m i n o l o g y  o r  b y  s p e c i f i c  s t a t u t o r y  c i t a t i o n .  

D e p e n d i n g  upon s t a t e  l a w  and  r e g u l a t i o n ,  i n s u r a n c e  d e p a r t m e n t  j u r i s d i c t i o n ,  and  
o t h e r  f a c t o r s ,  s e p a r a t e  r e g u l a t i o n s  may b e  r e q u i r e d .  I n  a n y  e v e n t ,  t h e  

r e g u l a t i o n  s h o u l d  p r o v i d e  t h a t  t h e  p a r t i c u l a r  t e r m i n o l o g y  u s e d  b y  t h e s e  p l a n s ,  

o r g a n i z a t i o n s  and  a r r a n g e m e n t s  ( e . g . ,  c o n t r a c t ,  p o l i c y ,  c e r t i f i c a t e ,  
s u b s c r i b e r ,  member) may b e  s u b s t i t u t e d  f o r ,  o r  a d de d  t o ,  t h e  c o r r e s p o n d i n g  
t e r m s  u s e d  i n  t h i s  r e g u l a t i o n .

S e c t i o n  4 .  D e f i n i t i o n s

F o r  t h e  p u r p o s e  o f  t h i s  r e g u l a t i o n ,  t h e  t e r m s  " i o n g - t e r m  c a r e  i n s u r a n c e , "  

" g r o u p  l o n g - t e r m  c a r e  i n s u r a n c e , "  " c o m m i s s i o n e r , "  " a p p l i c a n t , "  " p o l i c y "  a n d  

" c e r t i f i c a t e "  s h a l l  h a v e  t h e  m e a n in g s  s e t  f o r t h  i n  S e c t i o n  4 o f  t h e  N A I C  

L o n g - T e r m  C a r e  I n s u r a n c e  M o d e l  A c t .

D r a f t i n g  N o t e :  W here  t h e  w o r d  " C o m m i s s i o n e r "  a p p e a r s  i n  t h i s  r e g u l a t i o n ,  t h e

a p p r o p r i a t e  d e s i g n a t i o n  f o r  t h e  c h i e f  i n s u r a n c e  s u p e r v i s o r y  o f f i c i a l  o f  t h e  
s t a t e  s h o u l d  be  s u b s t i t u t e d .  T o  t h e  e x t e n t  t h a t  t h e  m o d e l  a c t  i s  n o t  a d o p t e d ,  

t h e  f u l l  d e f i n i t i o n  o f  t h e  a b o v e  t e rm s  c o n t a i n e d  i n  t h a t  m o de l  a c t  s h o u l d  be  
i n c o r p o r a t e d  i n t o  t h i s  s e c t i o n .

S e c t io n  5. P o l ic y  D e f in i t io n s

No l o n g - t e r m  c a r e  i n s u r a n c e  p o l i c y  d e l i v e r e d  o r  i s s u e d  f o r  d e l i v e r y  i n  t h i s  

s t a t e  s h a l l  u s e  t h e  t e r m s  s e t  f o r t h  b e l o w ,  u n l e s s  t h e  t e r m s  a r e  d e f i n e d  i n  t h e  

p o l i c y  and  t h e  d e f i n i t i o n s  s a t i s f y  t h e  f o l l o w i n g  r e q u i r e m e n t s :

A .  " A c u t e  c o n d i t i o n "  means t h a t  t h e  I n d i v i d u a l  i s  m e d i c a l l y  u n s t a b l e .  

S u c h  an i n d i v i d u a l  r e c u i r e s  f r e q u e n t  m o n i t o r i n g  b y  m e d i c a l  

p r o f e s s i o n a l s ,  s u c h  as  p h y s i c i a n s  a n d  r e g i s t e r e d  n u r s e s ,  i n  o r d e r  co 

m a i n t a i n  t h e i r  h e a l t h  s t a t u s .

B . "Home h e a l t h  c a r e  s e r v i c e s "  means m e d i c a l  and  n o n m e d i c a l  s e r v i c e s .  

p r o v i d e d  t o  i l l ,  d i s a b l e d  o r  i n f i r m  p e r s o n s  i n  t h e i r  r e s i d e n c e s .  

S u c h  s e r v i c e s  mav i n c l u d e  homemaker  s e r v i c e s .  a s s i s t a n c e  w i t h  
a c t i v i t i e s  o f  d a l l y  l i v i n g  and  r e s p i t e  c a r e  s e r v i c e s .

A t C j. " M e d i c a r e "  s h a l l  b e  d e f i n e d  a s  " T h e  H e a l t h  I n s u r a n c e  f o r  t h e  

A g e d  A c t ,  T i t l e  X V I I I  o f  t h e  S o c i a l  S e c u r i t y  Amen dmen ts  o f  1965 as  

T h e n  C o n s t i t u t e d  o r  L a t e r  A m e n d e d , "  o r  " T i t l e  I ,  P a r t  I  o f  P u b l i c  Law  

8 9 - 9 7 , ' as  E n a c t e d  b y  t h e  E i g h t y - N i n t h  C o n g r e s s  o f  t h e  U n i t e d  S t a t e s  

o f  A m e r i c a  a n d  p o p u l a r l y  kn own  as  t h e  H e a l t h  I n s u r a n c e  f o r  t h e  A g e d  

A c t ,  as t h e n  c o n s t i t u t e d  an d  a n y  l a t e r  amendments  o t  s u b s t i t u t e s  

t h e r e o f , "  o r  w o r d s  o f  s i m i l a r  i m p o r t .
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Bt  Dj. " M e n t a l  o r  n e r v o u s  d i s o r d e r "  s h a l l  n o t  be  d e f i n e d  t o  I n c l u d e  

more  t h a n  n e u r o s i s ,  p s y c h o n e u r o s i s ,  p s y c h o p a t h y ,  p s y c h o s i s ,  05  m e n t a l  
o r  e m o t i o n a l  d i s e a s e  o r  d i s o r d e r .

67 JjL " S k i l l e d  n u r s i n g  c a r e , "  " i n t e r m e d i a t e  c a r e , "  " p e r s o n a l  c a r e , "
"home c a r e , "  and  o t h e r  s e r v i c e s  s h a l l  b e  d e f i n e d  i n  r e l a t i o n  t o  t h e  

l e v e l  o f  s k i l l  r e q u i r e d ,  t h e  n a t u r e  o f  t h e  c a r e  and  t h e  s e t t i n g  i n  

w h i c h  c a r e  m us t  b e  d e l i v e r e d .

B t F j . A l l  p r o v i d e r s  o f  s e r v i c e s ,  i n c l u d i n g  b u t  n o t  l i m i t e d  t o  " s k i l l e d  

n u r s i n g  f a c i l i t y , "  " e x t e n d e d  c a r e  f a c i l i t y , "  " i n t e r m e d i a t e  c a r e  

f a c i l i t y , "  " c o n v a l e s c e n t  n u r s i n g  h o m e , "  " p e r s o n a l  c a r e  f a c i l i t y , "  and  

"home c a r e  a g e n c y "  s h a l l  b e  d e f i n e d  i n  r e l a t i o n  t o  t h e  s e r v i c e s  a n d  
f a c i l i t i e s  r e q u i r e d  t o  b e  a v a i l a b l e  and  t h e  l i c e n s u r e  o r  d e g r e e  

s t a t u s  o f  t h o s e  p r o v i d i n g  c r  s u p e r v i s i n g  t h e  s e r v i c e s .  T h e

d e f i n i t i o n  may r e q u i r e  t h a t  t h e  p r o v i d e r  b e  a p p r o p r i a t e l y  l i c e n s e d  o r  
c e r t i f i e d .

D r a f t i n g  N o t e :  S t a t e  l a w s  r e l a t i n g  t o  n u r s i n g  a n ’ o t h e r  f a c i l i t i e s  and

a g e n c i e s  a r e  n o t  u n i f o r m .  A c c o r d i n g l y ,  s p e c i f i c  r e f e r e n c e  t o  o r  i n c o r p o r a t i o n  

o f  t h e  i n d i v i d u a l  s t a t e  l a w  may b e  r e q u i r e d  i n  s t r u c t u r i n g  e a c h  d e f i n i t i o n .

Comment :  T h i s  s e c t i o n  i s  i n t e n d e d  t o  s p e c i f y  r e q u i r e d  d e f i n i t i o n a l  e l e m e n t s  o f

s e v e r a l  t e r m s  commonly  f o u n d  i n  l o n g - t e r m  c a r e  i n s u r a n c e  p o l i c i e s ,  w h i l e  

a l l o w i n g  some f l e x i b i l i t y  i n  t h e  d e f i n i t i o n s  t h e m s e l v e s .

Section 6. Policy Practices and Provisions

A .  R e n e w a b i l i t y . Th e  t e r m s  " g u a r a n t e e d  r e n e w a b l e "  an d  " n o n c a n c e l l a b l e "

s h a l l  n o t  b e  u s e d  i n  a n y  i n d i v i d u a l  l o n g - t e r m  c a r e  i n s u r a n c e  p o l i c y

w i t h o u t  f u r t h e r  e x p l a n a t o r y  l a n g u a g e  i n  a c c o r d a n c e  w i t h  t h e  

d i s c l o s u r e  r e q u i r e m e n t s  o f  S e c t i o n  7 o f  t h i s  r e g u l a t i o n .

(1 )  No s u c h  p o l i c y  i s s u e d  t o  an  i n d i v i d u a l  s h a l l  c o n t a i n  r e n e w a l

p r o v i s i o n s  l e s s  f a v o r a b l e  t o  t h e  i n s u r e d  t h a n  " g u a r a n t e e d  

r e n e w a b l e . "  H o w e v e r ,  t h e  C o m m i s s i o n e r  may a u t h o r i z e  n o n r e n e w a l  

on  a  s t a t e w i d e  b a s i s ,  on  t e r m s  and  c o n d i t i o n s  deemed  n e c e s s a r y  

b y  t h e  C o m m i s s i o n e r ,  t o  b e s t  p r o t e c t  t h e  i n t e r e s t s  o f  t h e  

i n s u r e d s ,  i f  t h e  i n s u r e r  d e m o n s t r a t e s :

( a )  T h a t  r e n e w a l  w i l l  j e o p a r d i z e  t h e  i n s u r e r ' s  s o l v e n c y ;  o r

( b )  T h a t :

( i )  The  a c t u a l  p a i d  c l a i m s  a n d  e x p e n s e s  h a v e  s u b s t a n t i a l l y  

e x c e e d e d  t h e  p rem iu m  and i n v e s t m e n t  income  a s s o c i a t e d  

w i t h  t h e  p o l i c i e s ;  an d

( i i )  T h e  p o l i c i e s  w i l l  c o n t i n u e  t o  e x p e r i e n c e ^  s u b s t a n t i a l  

and  u n e x p e c t e d  l o s s e s  o v e r  t h e i r  l i f e t i m e ;  and

( i i i ) T h e  p r o j e c t e d  l o s s  e x p e r i e n c e  o f  t h e  p o l i c i e s  c a n n o t
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be s i g n i f i c a n t l y  im p r o v e d  o r  m i t i g a t e d  t h r o u g h

r e a s o n a b l e  r a t e  a d j u s t m e n t s  o r  o t h e r  r e a s o n a b l e  
m e th o d s ;  and

( i v )  The  i n s u r e r  h a s  made r e p e a t e d  and  g o c J  f a i t h  a t t e m p t s

t o  s t a b i l i z e  l o s s  e x p e r i e n c e  o f  t h e  p o l i c i e s ,

i n c l u d i n g  t h e  t i m e l y  f i l i n g  f o r  r a t e  a d j u s t m e n t s .

(2)  The  t e rm  " g u a r a n t e e d  r e n e w a b l e "  may b e  u s e d  o n l y  when t h e

i n s u r e d  has  t h e  r i g h t  t o  c o n t i n u e  t h e  l o n g - t e r m  c a r e  I n s u r a n c e

i n  f o r c e  b y  t h e  t i m e l y  p a y m e n t  o f  premiums  and when  t h e  i n s u r e r  

ha s  no  u n i l a t e r a l  r i g h t  t o  make a n y  change  i n  a n y  p r o v i s i o n  o f  

t h e  p o l i c y  o r  r i d e r  w h i l e  t h e  i n s u r a n c e  i s  i n  f o r c e ,  and c a n n o t  

d e c l i n e  t o  r e n e w ,  e x c e p t  t h a t  r a t e s  may be  r e v i s e d  b y  t h e

i n s u r e r  on a  c l a s s  b a s i s .

(3 )  Th e  t e r m  " n o n c a n c e l l a b l e "  may be u s e d  o n l y  when t h e  i n s u r e d  has  

t h e  r i g h t  t o  c o n t i n u e  t h e  l o n g - t e r m  c a r e  i n s u r a n c e  i n  f o r c e  b y

t h e  t i m e l y  p a y m e n t  o f  p rem iu ms  d u r i n g  w h i c h  p e r i o d  t h e  i n s u r e r

h a s  no r i g h t  t o  u n i l a t e r a l l y  make a n y  change  i n  a n y  p r o v i s i o n  o f  

t h e  i n s u r a n c e  o r  i n  t h e  p r em ium  r a t e .

B.  L i m i t a t i o n s  and  E x c l u s i o n s .  No p o l i c y  may be d e l i v e r e d  o r  i s s u e d  f o r  

d e l i v e r y  i n  t h i s  s t a t e  as  l o n g - t e r m  c a r e  i n s u r a n c e  i f  s u ch  p o l i c y

l i m i t s  o r  e x c l u d e s  c o v e r a g e  b y  t y p e  o f  i l l n e s s ,  t r e a t m e n t ,  m e d i c a l  

c o n d i t i o n  o r  a c c i d e n t ,  e x c e p t  a s  f o l l o w s :

(1 )  P r e e x i s t i n g  c o n d i t i o n s  o r  d i s e a s e s ;

( 2 )  M e n t a l  o r  n e r v o u s  d i s o r d e r s ;  h o w e v e r ,  t h i s  s h a l l  n o t  p e r m i t

e x c l u s i o n  o r  l i m i t a t i o n  o f  b e n e f i t s  on  t h e  b a s i s  o f  A l z h e i m e r ' s  
D i s e a s e ;

(3 )  A l c o h o l i s m  an d  d r u g  a d d i c t i o n ;

(4 )  I l l n e s s ,  t r e a t m e n t  o r  m e d i c a l  c o n d i t i o n  a r i s i n g  o u t  o f :

( a )  War  o r  a c t  o f  w a r  ( w h e t h e r  d e c l a r e d  o r  u n d e c l a r e d ) ;

( b )  P a r t i c i p a t i o n  i n  a f e l o n y ,  r i o t  o r  i n s u r r e .  t i o n ;

- :»
( c )  S e r v i c e  i n  t h e  armed  f o r c e s  o r  u n i t s  a u x i l i a r y  t h e r e t o ;

( d )  S u i c i d e  ( s a n e  o r  i n s a n e ) ,  a t t e m p t e d  s u i c i d e  o r  

i n t e n t i o n a l l y  s e l f - i n f l i c t e d  i n j u r y ;  o r

(e) A v ia tio n  ( th is  exclusion  applies only to non -fare -paying  
passengers).

%

(5 )  T r e a t m e n t  p r o v i d e d  i n  a g o v e r n m e n t  f a c i l i t y  ( u n l e s s  o t h e r w i s e  

r e q u i r e d  b y  l a w ) ,  s e r v i c e s  f o r  w h i c h  b e n e f i t s  a r e  a v a i l a b l e  

u n d e r  M e d i c a r e  o r  o t h e r  g o v e r n m e n t a l  p r o g ra m  ( e x c e p t  M e d i c a i d ) ,
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a n y  s t a t e  o r  f e d e r a l  w o r k e r s '  c o m p e n s a t i o n ,  e m p l o y e r ' s  l i a b i l i t y  

o r  o c c u p a t i o n a l  d i s e a s e  l a w ,  o r  a n y  m o to r  v e h i c l e  n o - f a u l t  l a w ,  

s e r v i c e s  p r o v i d e d  b y  a member o f  t h e  c o v e r e d  p e r s o n ' s  i m m e d i a t e  

f a m i l y  and  s e r v i c e s  f o r  w h i c h  no c h a r g e  i s  n o r m a l l y  made i n  t h e  
a b s e n c e  o f  i n s u r a n c e .

(6 )  T h i s  S u b s e c t i o n  B i s  n o t  i n t e n d e d  t o  p r o h i b i t  e x c l u s i o n s  and 

l i m i t a t i o n s  b y  t y p e  o f  p r o v i d e r  o r  t e r r i t o r i a l  l i m i t a t i o n s .

D r a f t i n g  N o t e :  P a r a g r a p h  (6 )  i s  i n t e n d e d  t o  p e r m i t  ( a )  e x c l u s i o n s  and

l i m i t a t i o n s  f o r  p a y m e n t  f o r  s e r v i c e s  p r o v i d e d  o u t s i d e  t h e  U n i t e d  S t a t e s  an d  (b )  

l e g i t i m a t e  v a r i a t i o n s  i n  b e n e f i t  l e v e l s  t o  r e f l e c t  d i f f e r e n c e s  i n  p r o v i d e r  

r a t e s .

C .  E x t e n s i o n  o f  B e n e f i t s .  T e r m i n a t i o n  o f  l o n g - t e r m  c a r e  i n s u r a n c e  s h a l l  

be.  w i t h o u t  p r e j u d i c e  t o  a n y  b e n e f i t s  p a y a b l e  f o r  i n s t i t u t i o n a l i z a t i o n  

i f  s u c h  i n s t i t u t i o n a l i z a t i o n  b e g a n  w h i l e  t h e  l o n g - t e r m  c a r e  i n s u r a n c e  

was i n  f o r c e  and  c o n t i n u e s  w i t h o u t  i n t e r r u p t i o n  a f t e r  t e r m i n a t i o n .  

S u ch  e x t e n s i o n  o f  b e n e f i t s  b e y o n d  t h e  p e r i o d  t h e  l o n g - t e r m  c a r e  

i n s u r a n c e  was i n  f o r c e  may be  l i m i t e d  t o  t h e  d u r a t i o n  o f  t h e  b e n e f i t  

p e r i o d ,  i f  a n y ,  o r  t o  p a y m e n t  o f  t h e  maximum b e n e f i t s  and  may be 

s u b j e c t  t o  a n y  p o l i c y  w a i t i n g  p e r i o d ,  an d  a l l  o t h e r  a p p l i c a b l e  

p r o v i s i o n s  o f  t h e  p o l i c y .

D. C o n t i n u a t i o n  o r  C o n v e r s i o n .

(1 )  G r o u p  l o n g - t e r m  c a r e  i n s u r a n c e  i s s u e d  i n  t h i s  s t a t e  on o r  a f t e r  

t h e  e f f e c t i v e  d a t e  o f  t h i s  s e c t i o n  s h a l l  p r o v i d e  c o v e r e d  

i n d i v i d u a l s  w i t h  a  b a s i s  f o r  c o n t i n u a t i o n  o r  c o n v e r s i o n  o f  

c o v e r a g e .

(2 )  F o r  t h e  p u r p o s e s  o f  t h i s  s e c t i o n ,  " a  b a s i s  f o r  c o n t i n u a t i o n  o f  

c o v e r a g e "  means a p o l i c y  p r o v i s i o n  w h i c h  m a i n t a i n s  c o v e r a g e  

u n d e r  t h e  e x i s t i n g  g r o u p  p o l i c y  w hen  s u c h  c o v e r a g e  w o u l d  

o t h e r w i s e  t e r m i n a t e  and  w h i c h  i s  s u b j e c t  o n l y  t o  t h e  c o n t i n u e d  

t i m e l y  p a y m e n t  o f  p rem iu m  when  d u e .  G roup  p o l i c i e s  w h i c h  

r e s t r i c t  p r o v i s i o n  o f  b e n e f i t s  a n d  s e r v i c e s  t o ,  o r  c o n t a i n  

i n c e n t i v e s  t o  u s e  c e r t a i n  p r o v i d e r s  a n d / o r  f a c i l i t i e s  may 

p r o v i d e  c o n t i n u a t i o n  b e n e f i t s  w h i c h  a r e  s u b s t a n t i a l l y  e q u i v a l e n t  

t o  t h e  b e n e f i t s  o f  t h e  e x i s t i n g  g r o u p  p o l i c y .  Th e  C o m m i s s i o n e r  

s h a l l  make a d e t e r m i n a t i o n  a s  t o  t h e  s u b s t a n t i a l  e q u i v a l e n c y  o f  

b e n e f i t s ,  and  i n  d o i n g  s o ,  s h a l l  t a k e  i n t o  c o n s i d e r a t i o n  t h e  

d i f f e r e n c e s  b e t w e e n  m anaged  c a r e  a n d  n o n -m a n a g e d  c a r e  p l a n s ,  

i n c l u d i n g ,  b u t  n o t  l i m i t e d  t o ,  p r o v i d e r  s y s t e m  a r r a n g e m e n t s ,  

s e r v i c e  a v a i l a b i l i t y ,  b e n e f i t  l e v e l s  and  a d m i n i s t r a t i v e  

c o m p l e x i t y .

(3 )  F o r  t h e  p u r p o s e s  o f  t h i s  s e c t i o n ,  " a  b a s i s  f o r  c o n v e r s i o n  o f  

c o v e r a g e "  means a p o l i c y  p r o v i s i o n  t h a t  an i n d i v i d u a l  whose  

c o v e r a g e  u n d e r  t h e  g r o u p  p o l i c y  w o u l d  o t h e r w i s e  t e r m i n a t e  o r  has  

b e e n  t e r m i n a t e d  f o r  a n y  r e a s o n ,  i n c l u d i n g  d i s c o n t i n u a n c e  o f  t h e  

g r o u p  p o l i c y  i n  i t s  e n t i r e t y  o r  w i t h  r e s p e c t  t o  an i n s u r e d
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c l a s s ,  and  who has b e e n  c o n t i n u o u s l y  i n s u r e d  u n d e r  t h e  group  

p o l i c y  ( an d  a n y  g roup  p o l i c y  w h i c h  i t  r e p l a c '  i )  , f o r  a t  l e a s e  

s i x  mon ths  i m m e d i a t e l y  p r i o r  t o  t e r m i n a t i o n ,  s h a l l  be  e n t i t l e d  
t o  t h e  i s s u a n c e  o f  a c o n v e r t e d  p o l i c y  b y  t h e  i n s u r e r  u n d e r  whose  

g r o u p  p o l i c y  he  o r  she  i s  c o v e r e d ,  w i t h o u t  e v i d e n c e  o f

i n s u r a b i l i t y .

(4)  F o r  t h e  p u r p o s e s  o f  t h i s  s e c t i o n ,  " c o n v e r t e d  p o l i c y "  means an 

i n d i v i d u a l  p o l i c y  o f  l o n g - t e r m  c a r e  i n s u r a n c e  p r o v i d i n g  b e n e f i t s  

i d e n t i c a l  t o  o r  b e n e f i t s  d e t e r m i n e d  by  t h e  C o m m i s s i o n e r  t o  be 

s u b s t a n t i a l l y  e q u i v a l e n t  t o  o r  i n  e x c e s s  o f  t h o s e  p r o v i d e d  u n d e r  

t h e  g r o u p  p o l i c y  f rom w n i c h  c o n v e r s i o n  i s  made.  Where  t h e  g ro u p  

p o l i c y  f rom  w h i c h  c o n v e r s i o n  i s  made r e s t r i c t s  p r o v i s i o n  o f

b e n e f i t s  and  s e r v i c e s  t o ,  o r  c o n t a i n s  i n c e n t i v e s  t o  u se  c e r t a i n  

p r o v i d e r s  a n d / o r  f a c i l i t i e s ,  t h e  C o m m i s s i o n e r ,  i n  m a k in g  a 

d e t e r m i n a t i o n  as  t o  t h e  s u b s t a n t i a l  e q u i v a l e n c y  o f  b e n e f i t s ,  

s h a l l  t a k e  i n t o  c o n s i d e r a t i o n  t h e  d i f f e r e n c e s  b e t w e e n  managed  

c a r e  and  n o n -m a n a g e d  c a r e  p l a n s ,  i n c l u d i n g ,  b u j  n o t  l i m i t e d  t o ,  

p r o v i d e r  s y s t e m  a r r a n g e m e n t s ,  s e r v i c e  a v a i l a b i l i t y ,  b e n e f i t  
l e v e l s  and  a d m i n i s t r a t i v e  c o m p l o x i t y .

(5 )  W r i t t e n  a p p l i c a t i o n  f o r  t h e  c o n v e r t e d  p o l i c y  s h d i l  be  made and

t h e  f i r s t  p r em ium  due ,  i f  a n y ,  s h a l l  b e  p a i d  as  d i r e c t e d  b y  t h e  

i n s u r e r  n o t  l a t e r  t h a n  t h i r t y - o n e  (31)  d a y s  a f t e r  t e r m i n a t i o n  o f  
c o v e r a g e  u n d e r  t h e  g ro up  p o l i c y .  I h e  c o n v e r t e d  p o l i c y  s h a l l  be 

i s s u e d  e f f e c t i v e  on t h e  d a y  f o l l o w i n g  t h e  t e r m i n a t i o n  o f

c o v e r a g e  u n d e r  t h e  g r o u p  p o l i c y ,  and  s h a l l  be  r e n e w a b l e

a n n u a l l y .

(6 )  U n l e s s  t h e  g r o u p  p o l i c y  f r o m  w h i c h  c o n v e r s i o n  i s  made r e p l a c e d

p r e v i o u s  g r o u p  c o v e r a g e ,  t h e  p r em ium  f o r  t h e  c o n v e r t e d  p o l i c y  

s h a l l  be  c a l c u l a t e d  o n  t h e  b a s i s  o f  t h e  i n s u r e d ' s  a ge  a t  

i n c e p t i o n  o f  c o v e r a g e  u n d e r  t h e  g r o u p  p o l i c y  f r o m  w h i c h

c o n v e r s i o n  i s  made. W h e r e  t h e  g r o u p  p o l i c y  f rom  w h i c h

c o n v e r s i o n  i s  made r e p l a c e d  p r e v i o u s  g r o u p  c o v e r a g e ,  t h e  prem ium 

f o r  t h e  c o n v e r t e d  p o l i c y  s h a l l  be  c a l c u l a t e d  on  t h e  b a s i s  o f  t h e  

i n s u r e d ' s  a ge  a t  i n c e p t i o n  o f  c o v e r a g e  u n d e r  t h e  g ro up  p o l i c y  

r e p l a c e d .

(7 )  C o n t i n u a t i o n  o f  c o v e r a g e  o r  i s s u a n c e  o f  a c o n v e r t e d  p o l i c y  s h a l l  

be  m a n d a t o r y ,  e x c e p t  w h e r e :

( a )  T e r m i n a t i o n  o f  g r o u p  c o v e r a g e  r e s u l t e d  f r o m  an  i n d i v i d u a l ' s  

f a i l u r e  t o  make a n y  r e q u i r e d  p a y m e n t  o f  p rem ium o r  

c o n t r i b u t i o n  when  d u e ;  o r

(b )  T h e  t e r m i n a t i n g  c o v e r a g e  i s  r e p l a c e d  n o t  l a t e r  chan

t h i r t y - o n e  (31)  d a y s  a f t e r  t e r m i n a t i o n ,  b y  § roup  c o v e r a g e  

e f f e c t i v e  o n  t h e  d a y  f o l l o w i n g  t h e  t e r m i n a t i o n  o f  c o v e r a g e :

( i )  P r o v i d i n g  b e n e f i t s  i d e n t i c a l  t o  o r  b e n e f i t s  d e t e r m i n e d  

b y  t h e  C o m m i s s i o n e r  t o  b e  s u b s t a n t i a l l y  e q u i v a l e n t  t o
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or In excess o f Chose provided by che term inating 
coverage; and

( i i )  The  p rem iu m  f o r  w h i c h  i s  c a l c u l a t e d  i n  a manner  

c o n s i s t e n t  w i t h  t h e  r e q u i r e m e n t s  o f  P a r a g r a p h  (6 )  o f  
t h i s  s e c t i o n .

(8 )  N o t w i t h s t a n d i n g  a n y  o t h e r  p r o v i s i o n  o f  t h i s  s e c t i o n ,  a c o n v e r t e d  

p o l i c y  i s s u e d  t o  a n  i n d i v i d u a l  who a t  t h e  t im e  o f  c o n v e r s i o n  i s  
c o v e r e d  b y  a n o t h e r  l o n g - t e r m  c a r e  i n s u r a n c e  p o l i c y  w h i c h  

p r o v i d e s  b e n e f i t s  o n  t h e  b a s i s  o f  i n c u r r e d  e x p e n s e s ,  may c o n t a i n  

a p r o v i s i o n  w h i c h  r e s u l t s  i n  a r e d u c t i o n  o f  b e n e f i t s  p a y a b l e  i f  

t h e  b e n e f i t s  p r o v i d e d  u n d e r  t h e  a d d i t i o n a l  c o v e r a g e ,  t o g e t h e r  

w i t h  che f u l l  b e n e f i t s  p r o v i d e d  b y  t h e  c o n v e r t e d  p o l i c y ,  w o u l d  

r e s u l t  i n  p a y m e n t  o f  more t h a n  100 p e r c e n t  o f  i n c u r r e d  e x p e n s e s .  

Such  p r o v i s i o n  s h a l l  o n l y  b e  i n c l u d e d  i n  t h e  c o n v e r t e d  p o l i c y  i f  

t h e  c o n v e r t e d  p o l i c y  a l s o  p r o v i d e s  f o r  a  p rem iu m  d e c r e a s e  o r  

r e f u n d  w h i c h  r e f l e c t s  t h e  r e d u c t i o n  i n  b e n e f i t s  p a y a b l e .

(9 )  The  c o n v e r t e d  p o l i c y  may p r o v i d e  t h a t  t h e  b e n e f i t s  p a y a b l e  u n d e r  

t h e  c o n v e r t e d  p o l i c y ,  t o g e t h e r  w i t h  t h e  b e n e f i t s  p a y a b l e  u n d e r  
t h e  g r o u p  p o l i c y  f r o m  w h i c h  c o n v e r s i o n  i s  made ,  s h a l l  n o t  e x c e e d  

t h o s e  t h a t  w o u l d  h a v e  b e e n  p a y a b l e  h a d  t h e  i n d i v i d u a l ' s  c o v e r a g e  

u n d e r  t h e  g ro up  p o l i c y  r e m a i n e d  i n  f o r c e  a n d  e f f e c t .

(10 )  N o t w i t h s t a n d i n g  a n y  o t h e r  p r o v i s i o n  o f  t h i s  s e c t i o n ,  a n y  i n s u r e d  

i n d i v i d u a l  w hose  e l i g i b i l i t y  f o r  g r o u p  l o n g - t e r m  c a r e  c o v e r a g e  

i s  b a s e d  upon  h i s  o r  h e r  r e l a t i o n s h i p  t o  a n o t h e r  p e r s o n ,  s h a l l  

b e  e n t i t l e d  t o  c o n t i n u a t i o n  o f  c o v e r a g e  u n d e r  t h e  g r o u p  p o l i c y  

upon  t e r m i n a t i o  > o f  t h e  q u a l i f y i n g  r e l a t i o n r h i p  b y  d e a t h  o r  

d i s s o l u t i o n  o f  m a r r i a g e .

(11 )  F o r  t h e  p u r p o s e s  o f  t h i s  s e c t i o n :  a  " M a n a g e d - C a r e  P l a n "  i s  a 

h e a l t h  c a r e  o r  a s s i s t e d  l i v i n g  a r r a n g e m e n t  d e s i g n e d  t o  

c o o r d i n a t e  p a t i e n t  c a r e  o r  c o n t r o l  c o s t s  t h r o u g h  u t i l i z a t i o n  
r e v i e w ,  c a s e  managemen t  o r  u s e  o f  s p e c i f i c  p r o v i d e r  n e t w o r k s .

Section 7. Required Disclosure Provisions

R e n e w a b i l i t y .  I n d i v i d u a l  l o n g - t e r m  c a r e  i n s u r a n c e  p o l i c i e s  s h a l l  

c o n t a i n  a  r e n e w a b i l i t y  p r o v i s i o n .  S u c h  p r o v i s i o n  s h a l l  b e  

a p p r o p r i a t e l y  c a p t i o n e d ,  s h a l l  a p p e a r  on  t h e  f i r s t  p a g e  o f  t h e  

p o l i c y ,  a n d  s h a l l  c l e a r l y  s t a t e  t h e  d u r a t i o n ,  w h e r e  l i m i t e d ,  o f  

r e n e w a b i l i t y  and  t h e  d u r a t i o n  o f  t h e  t e r m  o f  c o v e r a g e  f o r  w h i c h  t h e  

p o l i c y  i s  i s s u e d  a n d  f o r  w h i c h  i t  may b e  r e n e w e d .  T h i s  p r o v i s i o n  

s h a l l  n o t  a p p l y  t o  p o l i c i e s  w h i c h  do n o t  c o n t a i n  a r e n e w a b i l i t y  

p r o v i s i o n ,  a n d  u n d e r  w h i c h  t h e  r i g h t  t o  n o n r e n e w  i s  r e s e r v e d  s o l ' l y  

t o  t h e  p o l i c y h o l d e r .

%
D r a f t i n g  N o t e :  The  l a s t  s e n t e n c e  o f  t h i s  s u b s e c t i o n  i s  i n t e n d e d  t o  a p p l y  t o

l o n g - t e r m  c a r e  p o l i c i e s  w h i c h  a r e  p a r t  o f  o r  c o m b i n e d  w i t h  l i f e  i n s u r a n c e
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p o l i c i e s ,  s i n c e  l i f e  i n s u r a n c e  p o l i c i e s  g e n e r a l l y  d o  n o t  c o n t a i n  r e n e w a b i l i t y  
p r o v i s i o n s .

B. R i d e r s  a n d  E n d o r s e m e n t s .  E x c e p t  f o r  r i d e r s  o r  e n d o r s e m e n t s  b y  w h i c h  

che i n s u r e r  e f f e c t u a t e s  a  r e q u e s t  made i n  w r i t i n g  b y  che i n s u r e d  
u n d e r  an i n d i v i d u a l  l o n g - t e r m  c a r e  i n s u r a n c e  p o l i c y ,  a l l  r i d e r s  o r  

e n d o r s e m e n t s  a d d e d  t o  an i n d i v i d u a l  l o n g - t e r m  c a r e  i n s u r a n c e  p o l i c y  

a f t e r  d a t e  o f  i s s u e  o r  a t  r e i n s t a t e m e n t  o r  r e n e w a l  w h i c h  r e d u c e  o r  

e l i m i n a t e  b e n e f i t s  o r  c o v e r a g e  i n  t h e  p o l i c y  s h a l l  r e q u i r e  s i g n e d  

a c c e p t a n c e  b y  t h e  i n d i v i d u a l  i n s u r e d .  A f t e r  t h e  d a t e  o f  p o l i c y  

i s s u e ,  a n y  r i d e r  o r  e n d o r s e m e n t  w h i c h  i n c r e a s e s  b e n e f i t s  o r  c o v e r a g e  

w i t h  a c o n c o m i t a n t  i n c r e a s e  i n  p rem ium d u r i n g  t h e  p o l i c y  terra m u s t  be 

a g r e e d  t o  i n  w r i t i n g  s i g n e d  b y  Che i n s u r e d ,  e x c e p t  i f  t h e  i n c r e a s e d  

b e n e f i t s  o r  c o v e r a g e  a r e  r e q u i r e d  b y  l a w .  W he r e  a s e p a r a t e  

a d d i t i o n a l  premium i s  c h a r g e d  f o r  b e n e f i t s  p r o v i d e d  i n  c o n n e c t i o n  

w i t h  r i d e r s  o r  e n d o r s e m e n t s ,  s u c h  p rem iu m  c h a r g e  s h a l l  be  s e c  f o r t h  

i n  che  p o l i c y ,  r i d e r  o r  e n d o r s e m e n t .

C .  Paym en t  o f  B e n e f i t s .  A  l o n g - t e r m  c a r e  i n s u r a n c e  p o l i c y  w h i c h  

p r o v i d e s  f o r  t h e  p a ym e n t  o f  b e n e f i t s  b a s e d  on s t a n d a r d s  d e s c r i b e d  as 

" u s u a l  a n d  c u s t o m a r y , "  " r e a s o n a b l e  and  c u s t o m a r y "  o r  w o r d s  o f  s i m i l a r  

i m p o r t  s h a l l  i n c l u d e  a  d e f i n i t i o n  o f  s u c h  t e r m s  and  an  e x p l a n a t i o n  o f  

s u c h  t e r m s  i n  i t s  a c c o m p a n y in g  o u t l i n e  o f  c o v e r a g e .

D. L i m i t a t i o n s .  I f  c  l o n g - t e r m  c a r e  i n s u r a n c e  p o l i c y  o r  c e r t i f i c a t e  

c o n t a i n s  a n y  l i m i t a t i o n s  w i t h  r e s p e c t  t o  p r e e x i s t i n g  c o n d i t i o n s ,  su ch  

l i m i t a t i o n s  s h a l l  a p p e a r  as  a  s e p a r a t e  p a r a g r a p h  o f  che p o l i c y  o r  
c e r t i f i c a t e  and  s h a l l  b e  l a b e l e d  a s  " P r e e x i s t i n g  C o n d i t i o n  

L i m i t a t i o n s . "

E .  O t h e r  L i m i t a t i o n s  o r  C o n d i t i o n s  on E l i g i b i l i t y  f o r  B e n e f i t s .  A  

l o n g - t e r m  c a r e  i n s u r a n c e  p o l i c y  o r  c e r t i f i c a t e  c o n t a i n i n g  a n y  

l i m i t a t i o n s  o r  c o n d i t i o n s  f o r  e l i g i b i l i t y  o t h e r  t h a n  t h o s e  p r o h i b i t e d  

i n  [ i n s e r t  c i t a t i o n  t o  s t a t e  l a w  c o r r e s p o n d i n g  t o  S e c t i o n  6D (2 )  o f  

t h e  L o n g - T e r m  C a r e  I n s u r a n c e  M o d e l  A c t l  s h a l l  s e t  f o r t h  a d e s c r i p t i o n  

o f  s u c h  l i m i t a t i o n s  o r  c o n d i t i o n s ,  i n c l u d i n g  a n y  r e q u i r e d  number  o f  

d a y s  o f  c o n f i n e m e n t ,  i n  a  s e p a r a t e  p a r a g r a p h  o f  t h e  p o l i c y  o r  

c e r t i f i c a t e -  and  s h a l l  l a b e l  s u c h  p a r a g r a p h  " L i m i t a t i o n s  o r  C o n d i t i o n s

- o n  E l i g i b i l i t y  f o r  B e n e f i t s . "

♦ * * • •- v»i J*.

S e c t io n  8.______ P r o h ib i t io n  A g a in s t  P o s t -C la in s  U n d e rw r it in g

A .  A l l  a p p l i c a t i o n s  f o r  l o n g - t e r m  c a r e  i n s u r a n c e  p o l i c i e s  o r 

c e r t i f i c a t e s  e x c e p t  t h o s e  w h i c h  a r e  g u a r a n t e e d  i s s u e  s h a l l  c o n t a i n  

c l e a r  an d  u namb iguous  q u e s t i o n s  d e s i g n e d  t o  a s c e r t a i n  t h e  h e a l t h  

c o n d i t i o n  o f  t h e  a p p l i c a n t .

B. d )  I f  an a p p l i c a t i o n  f o r  l o n g - t e r m  c a r e  i n s u r a n c e  c o n t a i n s  .1
q u e s t i o n  w h i c h  a s k s  w h e t h e r  t h e  a p p l i c a n t  h a s  h a d  m e d i c a t i o n  

p r e s c r i b e d  b y  a p h y s i c i a n ,  i t  m us t  a l s o  a s k  t h e  a p p l i c a n t  t o  

l i s t  t h e  m e d i c a t i o n  c h a t  h a s  b e e n  p r e s c r i b e d .
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(2 )  I f  t h e  m e d i c a t i o n s  l i s t e d  I n  s u c h  a p p l i c a t i o n  w e re  known b y  che 

i n s u r e r ,  o r  s h o u l d  h a v e  b e e n  known a t  t h e  t i m e  o f  a p p l i c a t i o n ,  

t o  be  d i r e c t l y  r e l a t e d  t o  a m e d i c a l  c o n d i t i o n  f o r  w h i c h  c o v e r a g e  

w o u l d  o t h e r w i s e  be  d e n i e d ,  t h e n  t h e  p o l i c y  o r  c e r t i f i c a t e  s h a l l  

n o t  be  r e s c i n d e d  f o r  t h a t  c o n d i t i o n .

C . E x c e p t  f o r  p o l i c i e s  o r  c e r t i f i c a t e s  w h i c h  a r e  g u a r a n t e e d  i s s u e :

d 1) The  f o l l o w i n g  l a n g u a g e  s h a l l  be  s e t  o u t  c o n s p i c u o u s l y  and  i n  

c l o s e  c o n j u n c t i o n  w i t h  t h e  a p p l i c a n t ' s  s i g n a t u r e  b l o c k  on an 
a p p l i c a t i o n  f o r  a l o n f c - t e r m  c a r e  I n s u r a n c e  p o l i c y  o r  
c e r t i f i c a t e :

Caution: If voux answers on this application are incorrect or
untrue, fcompany) has the right to deny benefits or rescind vour 
policy.,

(2 )  T h e  f o l l o w i n g  l a n g u a g e ,  o r  l a n g u a g e  s u b s t a n t i a l l y  s i m i l a r  t o  t h e 

f o l l o w i n g ,  s h a l l ,  be  s e t  o u t  c o n s p i c u o u s l y  on t h e  l o n g - t e r m  cart.  

I n s u r a n c e  p o l i c y  o r  c e r t i f i c a t e  a t  t h e  t im e  o f  d e l i v e r y :

Caution: The issuance of this long-term care insurance fpolicvl
fcertificate! i3 based upon vour responses to the questions on 
vour application. A copy of your fapplication! fenrollment 
foral fis enclosed] fvag retained by you vfaen you applied!. If 
your answers are incorrect or untrue, the company has the right 
to deny benefits or rescind your policy. The best tine to clear 
up any questions .'i j now, before a elajjt arises! If. for any 
reason, any of vour answers are incorrect, contact the company 
at this address: Tinsert addresal

13) Pr i o r  t o  i s s u a n c e  o f  a l o n g - t e r m  c a r e  p o l i c y  o r  c e r t i f i c a t e  to  

an  a p p l i c a n t  a ^ e  e i g h t y  180) o r  o l d e r ,  t h e  i n s u r e r  s h a l l  o b t a i n  

one  o f  t h e  f o l l o w i n g :

l a )  A  r e p o r t  o f  a p h y s i c a l  e x a m i n a t i o n :  

l b )  A n  a s s e s s m e n t  o f  f u n c t i o n a l  c a p a c i t y :

1c) A n  a t t e n d i n g  p h y s i c i a n ' s  s t a t e m e n t :  o r  

I d )  C o p i e s  o f  m e d i c a l  r e c o r d s .

D. A  c o p y  o f  t h e  c o m p l e t e d  a p p l i c a t i o n  o r  e n r o l l m e n t  fo rm  I w h l c h e v e r  i s

a p p l i c a b l e )  s h a l l  b e  d e l i v e r e d  t o  t h e  i n s u r e d  no l a t e r  t h a n ,  a t  t h e  

t i m e  o f  d e l i v e r y  o f  t h e  p o l i c y  o r  c e r t i f i c a t e  u n l e s s  i t  was  r e t a i n e d  

b y  t h e  a p p l i c a n t  a t  t h e . t i m e  o f  a p p l i c a t i o n .

JL____Ev - r v  i n s u r e r  o r  o t h e r  e n t i t y  s e l l i n g  o r  I s s u i n g  l o n g - t e r m  c a r e
i n s u r a n c e  b e n e f i t s  s h a l l  m a i n t a i n  a r e c o r d  o f  a l l  p o l i c y  o r  

c e r t i f i c a t e  r e s c i s s i o n s ,  b o t h  s t a t e  an d  c o u n t r y w i d e ,  e x c e p t  t h o s e  

w h i c h  t h e  I n s u r e d  v o l u n t a r i l y  e f f e c t u a t e d  and  s h a l l  a n n u a l l y  f u r n i s h
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t h i s  i n f o r m a t i o n  t o  che I n s u r a n c e  C o m m is s i o n e r i n  t h e  f o r m e
p r e s c r i b e d  b v  che N a t i o n a l  A s s o c i a t i o n  o f  I n s u r a n c e C o m m i s s l o n e r s .

S e c t i o n  9 H in i n u m  S t a n d a r d s  f o r  Horae H e a l t h  C a r e  B e n e f i t s i n  I ^ n g - T e r m  C a r e
I n s u r a n c e P o l i c i e s

Aj. A  l o n g - t e r m  c a r e  i n s u r a n c e  o o l i c v  o r  c e r t i f i c a t e r u a v  n o t .  i f  i t
p r o v i d e s  b e n e f i t s  f o r  home h e a l t h  c a r e  s e r v i c e s . l i m i t  o r  e x c l u d e
b e n e f i t s :

C l )  By  r e q u i r i n g  t h a t  t h e  i n s u r e d / c l a i m a n t  w o u l d  n e e d  s k i l l e d  c a r e

i n  a s k i l l e d  n u r s i n g  f a c i l i t y  i f  home h e a 1 t h  c a r e  s e r v i c e s  were
n o t  p r o v i d e d :

(2) By  r e o u i r i n e  t h a t  t h e  i n s u r e d / c l a i m a n t  f i r s t  o r  s i m u l c a n e o u s l v

r e c e i v e  n u r s i n g  a n d / o r  t h e r a p e u t i c  s e r v i c e s  i n  a home or  

c o m m u n i t y  s e t t i n g  b e f o r e  home h e a l t h  c a r e  s e r v i c e s  a r e  c o v e r e d :

( 3) By  l i m i t i n g  e l i g i b l e  s e n / i c e s  t o  s e r v i c e s  p r o v i d e d  b v  r e g i s t e r e d

n u r s e s  o r  l i c e n s e d  p r a c t i c a l  n u r s e s :

( M  Bv r e q u i r i n g  t h a t  a n u r s e  o r  t h e r a p i s t  p r o v i d e  s e r v i c e s  c o v e r e d

b v  t h e  p o l i c y  C h a t  c a n  be p r o v i d e d  b v  a home h e a l t h  a i d e ,  o r

o t h e r  l i c e n s e d  o r  c e r t i f i e d  home c a r e  w o r k e r  a c t i n g  w i t h i n  t h e  

s c o p e  o f  h i s  o r  h e r  l i c e n s u r e  o r  c e r t i f i c a t i o n .

(5 )  Bv  r e q u i r i n g  t h a t  t h e  i n s u r e d / c l a i m a n t  h a v e  an a c u t e  c o n d i t i o n
b e f o r e  home h e a l t h  c a r e  s e r v i c e s  a r e  c o v e r e d :

(6 )  Bv  l i m i t i n g  b e n e f i t s  t o  s e r v i c e s  p r o v i d e d  b v  M e d i c a r e - c e r t i f i e d

a g e n c i e s  o r  p r o v i d e r s .

B . Home h e a l t h  c a r e  c o v e r a g e  may  be  a p p l i e d  t o  t h e  nonhome h e a l t h  c a r e

b e n e f i t s  p r o v i d e d  i n  t h e  o l i c v  o r  c e r t i f i c a t e  when d e t e r m i n i n g 

maximum c o v e r a g e  u n d e r  che t e rms  o f  che p o l i c y  o r  c e r t i f i c a t e .

D r a f t i n g  N o t e :  S u b s e c t i o n  B p e r m i t s  t h e  home h e a l t h  c a r e  b e n e f i t s  t o  be

c o u n t e d  t o w a r d  t h e  maximum l e n g t h  o f  l o n g - t e r m  c a r e  c o v e r a g e  u n d e r  t h e  p o l i c y . 

The s u b s e c t i o n  i s  n o t  i n t e n d e d  t o  r e s t r i c t  home h e a l t h  c a r e  t o  a p e r i o d  o f  t i m e

w h i c h  w o u l d  make che  b e n e f i t  i l l u s o r y .  I t  i s  s u g g e s t e d  t h a t  f e w e r  t h a n  ^0
v i s i t s  a m oun t  t o  an  i l l u s o r y  home h e a l t h  c a r e  b e n e f i t .

S e c t i o n  10.  R e q u i r e m e n t  t o  O f f e r  I n f l a t i o n  P r o t e c t i o n

A .  No  i n s u r e r  may o f f e r  a l o n g - t e r m  c a r e  i n s u r a n c e  p o l i c y  u n l e s s  t h e

i n s u r e r  a l s o  o f f e r s  t o  che p o l i c v h o l d e r  t h e  o p t i o n  t o  p u r c h a s e  \
p o l i c y  c h a t  p r o v i d e s  f o r  b e n e f i t  l e v e l s  t o  i n c r e a s e  w i t h  b e n e f i t  

maximums o r  r e a s o n a b l e  d u r a t i o n s  w h i c h  a r e  m e a n i n g f u l  t o  a c c o u n t  f o r  

r e a s o n a b l y  a n t i c i p a t e d  i n c r e a s e s  i n  t h e  c o s t s  o f  L o n g - t e r m  c a r e
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s e r v i c e s  c o v e r e d  b v  che p o l i c y .  I n s u r e r s  muse o f f e r  t o  e a c h  

p o l i c y h o l d e r ,  ac  che t i m e  o f  p u r c h a s e ,  che o p t i o n  t o  p u r c h a s e  3 
p o l i c y  w i t h  an i n f l a t i o n  p r o t e c t i o n  f e a t u r e  no l e s s  f a v o r a b l e  t h a n  
one  o f  che f o l l o w i n g :

d )  I n c r e a s e s  b e n e f i t  l e v e l s  a n n u a l l y ,  f i n  a  manner  s o  c h a t  T h e
i n c r e a s e s  a r e  compounded  a n n u a l l y  1:

(2) Gua r a n t e e s  t h e  i n s u r e d  i n d i v i d u a l  che r i g h t  t o  p e r i o d i c a l l y  

i n c r e a s e  b e n e f i t  l e v e l s  w i t h o u t  p r o v i d i n g  e v i d e n c e  t f

i n s u r a b i l i t y  o r  h e a l t h  s t a t u s  50  l o n g  as  t h e  o p t i o n  f o r  t h e
p r e v i o u s  p e r i o d  has  n o t  b e e n  d e c l i n e d :  o r

(3 )  C o v e r s  a s p e c i f i e d  p e r c e n t a g e  o f  a c t u a l  o r  r e a s o n a b l e  c h a r g e s .

B . W here  r he p o l i c y  i s  i s s u e d  t o  a g r o u p ,  t h e  r e q u i r e d  o f f e r  i n

S u b s e c t i o n  A  a b o v e  s h a l l  be  made t o  t h e  gr oup  p o l i c y h o l d e r :  e x c e p t ,
i f  t h e  p o l i c y  i s  i s s u e d  t o  a g roup  d e f i n e d  i n  f S e c t i o n  4 E d )  o f  t h e  

a c t ]  o c h e r  t h a n  t o  a c o n t i n u i n g  c a r e  r e t i r e m e n t  c o m m u n i t y ,  t h e
o f f e r i n g  s h a l l  b e  made t o  e a c h  p r o p o s e d  c e r t i f i c a t e h o l d e r .

C . T h e  o f f e r  i n  S u b s e c t i o n  A  a b o v e  s h a l l  n o t  be  r e q u i r e d  o f :

(1 )  L i f e  i n s u r a n c e  p o l i c i e s  o r  r i d e r s  c o n t a i n i n g  a c c e l e r a t e d

l o n g - t e r m  c a r e  b e n e f i t s ,  n o r

(2) E x p e n s e  i n c u r r e d  l o n g - t e r m  c a r e  i n s u r a n c e  p o l i c i e s .

D . I n s u r e r s  s h a l l  i n c l u d e  t h e  f o l l o w i n g  i n f o r m a t i o n  i n  o r  w i t h  t h e  
o u t l i n e  o f  c o v e r a g e :

(1 )  A  g r a p h i c  c o m p a r i s o n  o f  t h e  b e n e f i t  l e v e l s  o f  a p o l i c y  t h a t  

i n c r e a s e s  b e n e f i t s  o v e r  t h e  p o l i c y  p e r i o d  w i t h  a p o l i c y  t h a t  

d o e s  n o t  i n c r e a s e  b e n e f i t s .  T h e  g r a p h i c  c o m p a r i s o n  s h a l l  s h o w  

b e n e f i t  l e v e l s  o v e r  a t  l e a s t  a t w e n t y  C20> y e a r  p e r i o d .

(2 )  A n y  e x p e c t e d  premium i n c r e a s e s  o r  a d d i t i o n a l  pr em iums t o  p a v  f o r  

a u t o m a t i c  o r  o p t i o n a l  b e n e f i t  i n c r e a s e s .  I f  premium i n c r e a s e s  

o r  a d d i t i o n a l  pr em iums w i l l  be  b a s e d  on  t h e  a t t a i n e d  age  o f  t h e  

a p p l i c a n t  a t  t h e  t im e  o f  t h e  i n c r e a s e ,  t h e  i n s u r e r  s h a l l  a l s o  

d i s c l o s e  t h e  m a g n i t u d e  o f  t h e  p o t e n t i a l  pr em iums t h e  a p p l i c a n t  

w o u l d  n e e d  t o  o a v  a t  a g e s  75. and  85 f o r  b e n e f i t  I n c r e a s e s .

An  i n s u r e r  may u se  a r e a s o n a b l e  h y p o t h e t i c a l .  o r  a g r a p h i c  

d e m o n s t r a t i o n ,  f o r  t h e  p u r p o s e s  o f  t h i s  d i s c l o s u r e .

D r a f t i n g  N o t e :  I t  i s  i n t e n d e d  t h a t  m e a n i n g f u l  I n f l a t i o n  p r o t e c t i o n  be

p r o v i d e d .  I t  i s  s u g g e s t e d  t h a t  a min imum o f  f i v e  p e r c e n t  (5X) (compounded^  

a n n u a l  c o s t  i n c r e a s e  be  u s e d  as  a b a s e  f o r  d e t e r m i n i n g  f u t u r e  c o s t s  and 

prem iums .  M e a n i n g f u l  b e n e f i t  mln imums o r  d u r a t i o n s  c o u l d  I n c l u d e  p r o v i d i n g  

i n c r e a s e s  t o  a t t a i n e d  a g e ,  o r  f o r  a p e r i o d  su ch  as  a t  l e a s t  20 y e a r s ,  o r  f o r
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s o m e  m u l t i p l e  o f  t h e  p o l i c y ' s  m a x i m u m  b e n e f i t .  o r  t h r o u g h o u t  t h e  p e r i o d  o f  
c o v e r a g e .

S e c t i o n  8 :  11. R e q u i r e m e n t s  f o r  R e p l a c e m e n t

A .  Q u e s t i o n  C o n c e r n i n g  R e p l a c e m e n t .  I n d i v i d u a l  and  d i r e c t  r e s p o n s e  
s o l i c i t e d  l o n g - t e r m  c a r e  i n s u r a n c e  a p p l i c a t i o n  fo rm s s h a l l  i n c l u d e  a 

q u e s t i o n  d e s i g n e d  t o  e l i c i t  i n f o r m a t i o n  as  t o  w h e t h e r  che p r o p o s e d  

i n s u r a n c e  p o l i c y  i s  i n t e n d e d  t o  r e p l a c e  a n y  o c h e r  a c c i d e n t  and  

s i c k n e s s  o r  l o n g - t e r m  c a r e  i n s u r a n c e  p o l i c y  p r e s e n t l y  i n  f o r c e .  A 

s u p p l e m e n t a r y  a p p l i c a t i o n  o r  o c h e r  f o rm  t o  be  s i g n e d  b y  che a p p l i c a n t  
c o n t a i n i n g  s u c h  a  q u e s t i o n  may b e  u s e d .

B. S o l i c i t a t i o n s  O t h e r  t h a n  D i r e c t  R e s p o n s e .  Upon d e t e r m i n i n g  t h a t  a 

s a l e  w i l l  i n v o l v e  r e p l a c e m e n t ,  an i n s u r e r ;  o c h e r  chan  an i n s u r e r  

u s i n g  d i r e c t  r e s p o n s e  s o l i c i t a t i o n  m e t h o d s ,  o r  i t s  a g e n t ;  s h a l l
f u r n i s h  t h e  a p p l i c a n t ,  p r i o r  t o  i s s u a n c e  o r  d e l i v e r y  o f  t h e

i n d i v i d u a l  l o n g - t e r m  c a r e  i n s u r a n c e  p o l i c y ,  a n o t i c e  r e g a r d i  ig 

r e p l a c e m e n t  o f  a c c i d e n t  and  s i c k n e s s  o r  l o n g - t e r m  c a r e  c o v e r a g e .  One 

c o p y  o f  s u c h  n o t i c e  s h a l l  be  r e t a i n e d  b y  t h e  a p p l i c a n t  and  an

a d d i t i o n a l  c o p y  s i g n e d  b y  t h e  a p p l i c a n t  s h a l l  be  r e t a i n e d  b y  t h e  

i n s u r e r .  T h e  r e q u i r e d  n o t i c e  s h a l l  b e  p r o v i d e d  i n  t h e  f o l l o w i n g

m anne r :

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

A c c o r d i n g  t o  ( y o u r  a p p l i c a t i o n ]  ( i n f o r m a t i o n  y o u  h a v e  f u r n i s h e d ] ,  y o u  i n t e n d  t o  

l a p s e  o r  o t h e r w i s e  t e r m i n a t e  e x i s t i n g  a c c i d e n t  a n d  s i c k n e s s  o r  l o n g - t e r m  c a r e  

i n s u r a n c e  a n d  r e p l a c e  i t  w i t h  a n  i n d i v i d u a l  l o n g - t e r m  c a r e  i n s u r a n c e  p o l i c y  t o

be i s s u e d  b y  ( c o m p a n y  name] I n s u r a n c e  Company .  Y o u r  new  p o l i c y  p r o v i d e s  t e n

(19) t h i r t y  <'30) d a y s  w i t h i n  w h i c h  y o u  may d e c i d e ,  w i t h o u t  c o s t ,  w h e t h e r  y o u  

d e s i r e  t o  k e e p  t h e  p o l i c y .  F o r  y o u r  own i n f o r m a t i o n  a n d  p r o t e c t i o n ,  y o u  s h o u l d  

be  a w a r e  o f  an d  s e r i o u s l y  c o n s i d e r  c e r t a i n  f a c t o r s  w h i c h  may - f f e c t  t h e

i n s u r a n c e  p r o t e c t i o n  a v a i l a b l e  t o  y o u  u n d e r  t h e  new  p o l i c y .

1 .  H e a l t h  c o n d i t i o n s  w h i c h  y o u  may p r e s e n t l y  h a v e  ( p r e e x i s t i n g  

c o n d i t i o n s ) , may n o t  b e  i m m e d i a t e l y  o r  f u l l y  c o v e r e d  u n d e r  t h e  new  

p o l i c y .  T h i s  c o u l d  r e s u l t  f.n d e n i a l  . o r ,  d e l a y  i n  p a y m e n t  o f  b e n e f i t s  

u n d e r  t h e  new  p o l i c y ,  w h e r e a n  a s i m i l a r  c l a i m  m i g h t  h a v e  b e e n  p a y a b l e  

u n d e r  y o u r  p r e s e n t  p o l i c y .

2.  Y o u  may w i s h  t o  s e c u r e  t h e  a d v i c e  o f  y o u r  p r e s e n t  i n s u r e r  o r  i t s

a g e n t  r e g a r d i n g  t h e  p r o p o s e d  r e p l a c e m e n t  o f  y o u r  p r e s e n t  p o l i c y .  

T h i s  i s  n o t  o n l y  y o u r  r i g h t ,  b u t  i t  i s  a l s o  i n  y o u r  b e s t  i n t e r e s t  t o  

make s u r e  y o u  u n d e r s t a n d  a l l  t h e  r e l e v a n t  f a c t o r s  I n v o l v e d  i n  

r e p l a c i n g  y o u r  p r e s e n t  c o v e r a g e .

3.  I f ,  a f t e r  due  c o n s i d e r a t i o n ,  y o u  s t i l l  w i s h  t o  t e r m i n a t e  y o u r  p r e s e n t  

p o l i c y  an d  r e p l a c e  i t  w i t h  new c o v e r a g e ,  b e  c e r t a i n  t o  t r u t h f u l l y  and  

c o m p l e t e l y  a n s w e r  a l l  q u e s t i o n s  on t h e  a p p l i c a t i o n  c o n c e r n i n g  y o u r
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m e d i c a l  h e a l t h  h i s t o r y .  F a i l u r e  t o  i n c l u d e  a l l  m a t e r i a l  m e d i c a l  

i n f o r m a t i o n  on an  a p p l i c a t i o n  may p r o v i d e  a b a s i s  f o r  t h e  company  t o  

d e n y  a n y  f u t u r e  c l a i m s  and  t o  r e f u n d  y o u r  premium as t h o u g h  y o u r  
p o l i c y  h a d  n e v e r  b e e n  i n  f o r c e .  A f t e r  t h e  a p p l i c a t i o n  has  b e e n  

c o m p l e t e d  and  b e f o r e  y o u r  s i g n  i t ,  r e r e a d  i t  c a r e f u l l y  t o  be  c e r t a i n  
t h a t  a l l  i n f o r m a t i o n  has  b e e n  p r o p e r l y  r e c o r d e d .

The a b o v e  " N o t i c e  t o  A p p l i c a n t "  was d e l i v e r e d  t o  me on:

( D a t e )

( A p p l i c a n t ' s  S i g n a t u r e )

C.  D i r e c t  R e s p o n s e  S o l i c i t a t i o n s .  I n s u r e r s  u s i n g  d i r e c t  r e s p o n s e  

s o l i c i t a t i o n  m e th o d s  s h a l l  d e l i v e r  a n o t i c e  r e g a r d i n g  r e p l a c e m e n t  o f  

a c c i d e n t  and  s i c k n e s s  o r  l o n g - t e r m  c a r e  c o v e r a g e  t o  t h e  a p p l i c a n t  upon  
i s s u a n c e  o f  t h e  p o l i c y .  The  r e q u i r e d  n o t i c e  s h a l l  b e  p r o v i d e d  i n  t h e  
f o l l o w i n g  m a n n e r :

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

A c c o r d i n g  t o  [ y o u r  a p p l i c a t i o n ]  [i n f o r m a t i o n  y o u  h a v e  f u r n i s h e d ] ,  y o u  i n t e n d  t o  

l a p s e  o r  o t h e r w i s e  t e r m i n a t e  e x i s t i n g  a c c i d e n t  an d  s i c k n e s s  o r  l o n g - t e r m  c a r e  

i n s u r a n c e  an d  r e p l a c e  i t  w i t h  t h e  l o n g - t e r m  c a r e  i n s u r a n c e  p o l i c y  d e l i v e r e d  

h e r e w i t h  i s s u e d  b y  [company name] I n s u r a n c e  Company.  Y o u r  new  p o l i c y  p r o v i d e s  
t h i r t y  (30 )  d a y s  w i t h i n  w h i c h  y o u  may d e c i d e ,  w i t h o u t  c o s t ,  w h e t h e r  y o u  d e s i r e  

t o  k e e p  t h e  p o l i c y .  F o r  y o u r  own i n f o r m a t i o n  an d  p r o t e c t i o n ,  y o u  s h o u l d  be 

aware  o f  an d  s e r i o u s l y  c o n s i d e r  c e r t a i n  f a c t o r s  w h i c h  may a f f e c t  t h e  i n s u r a n c e  
p r o t e c t i o n  a v a i l a b l e  t o  y o u  u n d e r  t h e  new  p o l i c y .

1. H e a l t h  c o n d i t i o n s  w h i c h  y o u  may p r e s e n t l y  h a v e  ( p r e e x i s t i n g  

c o n d i t i o n s ) , may n o t  be  i m m e d i a t e l y  o r  f u l l y  c o v e r e d  u n d e r  t h e  new  

p o l i c y .  T h i s  c o u l d  r e s u l t  i n  d e n i a l  o r  d e l a y  i n  p a y m e n t  o f  b e n e f i t s  

u n d e r  t h e  n e w  p o l i c y ,  w h e r e a s  a  s i m i l a r  c l a i m  m i g h t  h a v e  b e e n  p a y a b l e  

u n d e r  y o u r  p r e s e n t  p o l i c y .

2.  Y o u  may w i s h  t o  s e c u r e  t h e  a d v i c e  o f  y o u r  p r e s e n t  i n s u r e r  o r  i t s  

a g e n t  r e g a r d i n g  t h e  p r o p o s e d  r e p l a c e m e n t  o f  y o u r  p r e s e n t  p o l i c y .  

T h i s  i s  n o t  o n l y  y o u r  r i g h t ,  b u t  i t  i s  a l s o  i n  y o u r  b e s t  i n t e r e s t  t o  

make s u r e  y o u  u n d e r s t a n d  a l l  t h e  r e l e v a n t  f a c t o r s  i n v o l v e d  i n  

r e p l a c i n g  y o u r  p r e s e n t  c o v e r a g e .

3.  [To be  i n c l u d e d  o n l y  i f  t h a  a p p l i c a t i o n  i s  a t t a c h e d  t o u c h e  p o l i c y . ]  

I f ,  a f t e r  d ue  c o n s i d e r a t i o n ,  y o u  s t i l l  w i s h  t o  t e r m i n a t e  y o u r  p r e s e n t  

p o l i c y  an d  r e p l a c e  i t  w i t h  new  c o v e r a g e ,  r e a d  t h e  c o p y  o f  t h e  

a p p l i c a t i o n  a t t a c h e d  t o  y o u r  new  p o l i c y  and  b e  s u r e  c h a t  a l l

13



q u e s t i o n s  a r e  a n s w e r e d  f u l l y  and  c o r r e c t l y .  O m i s s i o n s  o r  

m i s s t a t e m e n t s  i n  t h e  a p p l i c a t i o n  c o u l d  c a u s e  an o t h e r w i s e  v a l i d  c l a i m  

t o  be  d e n i e d .  C a r e f u l l y  c h e c k  t h e  a p p l i c a t i o n  and  w r i t e  t o  (company  

name an d  a d d r e s s ]  w i t h i n  t h i r t y  (30)  d a y s  i f  a n y  i n f o r m a t i o n  i s  n o t  

c o r r e c t  and  c o m p l e t e ,  o r  i f  a n y  p a s t  m e d i c a l  h i s t o r y  has  b e e n  l e f t  
o u t  o f  t h e  a p p l i c a t i o n .

(Company Name)

S e c t i o n  9 :  12. D i s c r e t i o n a r y  Pow ers  o f  C o o n i s s i o n e r

The C o m m i s s i o n e r  may up o n  w r i t t e n  r e q u e s t  and  a f t e r  an a d m i n i s t r a t i v e  h e a r i n g ,  

i s s u e  an  o r d e r  t o  m o d i f y  o r  s u s p e n d  a s p e c i f i c  p r o v i s i o n  o r  p r o v i s i o n s  o f  t h i s  

r e g u l a t i o n  w i t h  r e s p e c t  t o  a  s p e c i f i c  l o n g - t e r m  c a r e  i n s u r a n c e  p o l i c y  o r  
c e r t i f i c a t e  upon  a w r i t t e n  f i n d i n g  t h a t :

A .  T h e  m o d i f i c a t i o n  o r  s u s p e n s i o n  w o u l d  be  i n  t h e  b e s t  i n t e r e s t  o f  t h e  
i n s u r e d s ;  and

B. T h e  p u r p o s e s  t o  be  a c h i e v e d  c o u l d  n o t  b e  e f f e c t i v e l y  o r  e f f i c i e n t l y  

a c h i e v e d  w i t h o u t  t h e  m o d i f i c a t i o n  o r  s u s p e n s i o n ;  and

C.  (1 )  Th e  m o d i f i c a t i o n  o r  s u s p e n s i o n  i s  n e c e s s a r y  t o  che d e v e l o p m e n t

o f  an  i n n o v a t i v e  an d  r e a s o n a b l e  a p p r o a c h  f o r  i n s u r i n g  l o n g - t e r m  
c a r e ;  o r

(2 )  T h e  p o l i c y  o r  c e r t i f i c a t e  i s  t o  b e  i s s u e d  t o  r e s i d e n t s  o f  a l i f e  

c a r e  o r  c o n t i n u i n g  c a r e  r e t i r e m e n t  c o m m u n i t y  o r  some o t h e r

r e s i d e n t i a l  c o m m u n i t y  f o r  t h e  e l d e r l y  an d  t h e  m o d i f i c a t i o n  o r  

s u s p e n s i o n  i s  r e a s o n a b l y  r e l a t e d  t o  che s p e c i a l  n e e d s  o r  n a t u r e  

o f  s u c h  a c o m m u n i t y ;  o r

(3 )  T h e  m o d i f i c a t i o n  o r  s u s p e n s i o n  i s  n e c e s s a r y  t o  p e r m i t  l o n g - t e r m  

c a r e  i n s u r a n c e  t o  b e  s o l d  a s  p a r t  o f ,  o r  i n  c o n j u n c t i o n  w i c h ,  

a n o t h e r  i n s u r a n c e  p r o d u c t .

D r a f t i n g  N o t e :  T h i s  p r o v i s i o n  i s  i n t e n d e d  t o  p r o v i d e  che C o m m i s s i o n e r  w i t h

l i m i t e d  d i s c r e t i o n  a n d  f l e x i b i l i t y  t o  a ccom m oda te  s p e c i f i c  a n d  i n n o v a t i v e

l o n g - t e r m  c a r e  i n s u r a n c e  p r o d u c t s  w h i c h  a r e  shown  t o  b e  i n  Che p u b l i c ' s  b e s t  

i n t e r e s t .  T h i s  p r o v i s i o n  i s  i n t e n d e d  t o  b e  u s e d  s p a r i n g l y  f o r  t h i s  p u r p o s e .

S e c t i o n  10* 13 .  R e s e r v e  S t a n d a r d s

A .  When  l o n g - t e r m  c a r e  b e n e f i t s  a r e  p r o v i d e d  t h r o u g h  Che a c c e l e r a t i o n  o f

b e n e f i t s  u n d e r  g ro u p  o r  i n d i v i d u a l  l i f e  p o l i c i e s  o r  r i d e r s  t o  su ch

p o l i c i e s ,  p o l i c y  r e s e r v e s  f o r  s u c h  b e n e f i t s  s h a l l  b e  d e t e r m i n e d  i n  

a c c o r d a n c e  w i c h  [ c i t e  t h e  s t a n d a r d  v a l u a t i o n  l a w  f o r  l i f e  i n s u r a n c e ,  

w h i c h  c o n t a i n s  a s e c t i o n  r e f e r r i n g  t o  " s p e c i a l  b e n e f i t s "  f o r  w h i c h  

t a b l e s  m us t  b e  a p p r o v e d  b y  t h e  c o m m i s s i o n e r ] . C l a i m  r e s e r v e s  mus t
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a l s o  be  e s t a b l i s h e d  i n  t h e  c a s e  when  s u c h  p o l i c y  o r  r i d e r  i s  i n  c l a i m  

s t a t u s .

R e s e r v e s  f o r  p o l i c i e s  and  r i d e r s  s u b j e c t  t o  t h i s  s u b s e c t i o n  s h o u l d  be 

b a s e d  on t h e  m u l t i p l e  d e c r e m e n t  m o d e l  u t i l i z i n g  a l l  r e l e v a n t  

d e c r e m e n t s  e x c e p t  f o r  v o l u n t a r y  t e r m i n a t i o n  r a t e s .  S i n g l e  d e c r e m e n t  
a p p r o x i m a t i o n s  a r e  a c c e p t a b l e  i f  t h e  c a l c u l a t i o n  p r o d u c e s  e s s e n t i a l l y  

s i m i l a r  r e s e r v e s ,  i f  t h e  r e s e r v e  i s  c l e a r l y  more c o n s e r v a t i v e ,  o r  i f  

t h e  r e s e r v e  i s  i m m a t e r i a l .  The  c a l c u l a t i o n s  may t a k e  i n t o  a c c o u n t  

t h e  r e d u c t i o n  i n  l i f e  i n s u r a n c e  b e n e f i t s  due  t o  t h e  p a y m e n t  o f  

l o n g - t e r m  c a r e  b e n e f i t s .  H o w e v e r ,  i n  no e v e n t  s h a l l  t h e  r e s e r v e s  f o r  

t h e  l o n g - t e r m  c a r e  b e n e f i t  and  t h e  l i f e  i n s u r a n c e  b e n e f i t  be  l e s s  

t h a n  t h e  r e s e r v e s  f o r  t h e  l i f e  i n s u r a n c e  b e n e f i t  a s s u m in g  no 

l o n g - t e r m  c a r e  b e n e f i t .

I n  t h e  d e v e l o p m e n t  and  c a l c u l a t i o n  o f  r e s e r v e s  f o r  p o l i c i e s  and 

r i d e r s  s u b j e c t  t o  t h i s  s u b s e c t i o n ,  due  r e g a r d  s h a l l  b e  g i v e n  t o  t h e  

a p p l i c a b l e  p o l i c y  p r o v i s i o n s ,  m a r k e t i n g  m e th o d s ,  a d m i n i s t r a t i v e  
p r o c e d u r e s  a n d  a l l  o t h e r  c o n s i d e r a t i o n s  w h i c h  h a v e  an i m p a c t  on 

p r o j e c t e d  c l a i m  c o s t s ,  i n c l u d i n g ,  b u t  n o t  l i m i t e d  t o ,  t h e  f o l l o w i n g :

(1 )  D e f i n i t i o n  o f  i n s u r e d  e v e n t s ;

(2 )  C o v e r e d  l o n g - t e r m  c a r e  f a c i l i t i e s ;

(3 )  E x i s t e n c e  o f  home c o n v a l e s c e n c e  c a r e  c o v e r a g e ;

(4 )  D e f i n i t i o n  o f  f a c i l i t i e s ;

(5 )  E x i s t e n c e  o r  a b s e n c e  o f  b a r r i e r s  t o  e l i g i b i l i t y ;

(6 )  Premium w a i v e r  p r o v i s i o n ;

(7 )  R e n e w a b i l i t y ;

(8 )  A b i l i t y  t o  r a i s e  p r em ium s ;

(9 )  M a r k e t i n g  m e th o d ;

(10)  U n d e r w r i t i n g  p r o c e d u r e s ;

(11)  C l a i m s  a d j u s t m e n t  p r o c e d u r e s ;

(12)  W a i t i n g  p e r i o d ;

(13)  Maximum b e n e f i t ;

(14)  A v a i l a b i l i t y  o f  e l i g i b l e  f a c i l i t i e s ;

%
(15)  M a r g i n s  i n  c l a i m  c o s t s ;

(16)  O p t i o n a l  n a t u r e  o f  b e n e f i t ;
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(17) D e l a y  i n  e l i g i b i l i t y  f o r  b e n e f i t ;

(18)  I n f l a t i o n  p r o t e c t i o n  p r o v i s i o n s ;  and

(19)  G u a r a n t e e d  i n s u r a b i l i t y  o p t i o n .

A n y  a p p l i c a b l e  v a l u a t i o n  m o r b i d i t y  t a b l e  s h a l l  be  c e r t i f i e d  as 

a p p r o p r i a t e  as  a s t a t u t o r y  v a l u a t i o n  t a b l e  b y  a member o f  t h e  
A m e r i c a n  A ca de m y  o f  A c t u a r i e s ,

B. When l o n g - t e r m  c a r e  b e n e f i t s  a r e  p r o v i d e d  o t h e r  t h a n  as i n  S u b s e c t i o n

A  a b o v e ,  r e s e r v e s  s h a l l  be  d e t e r m i n e d  i n  a c c o r d a n c e  w i c h  [ c i t e  Law

r e f e r r i n g  t o  min imum h e a l t h  i n s u r a n c e  r e s e r v e s ,  t h e  N A IC  v e r s i o n  o f

w h i c h  r e q u i r e s  r e s e r v e s  " u s i n g  a t a b l e  e s t a b l i s h e d  f o r  r e s e r v e  

p u r p o s e s  b y  a q u a l i f i e d  a c t u a r y  and  a c c e p t a b l e  t o  t h e  c o m m i s s i o n e r " ! .

S e c t i o n  11 t 14. L o s s  R a t i o

B e n e f i t s  u n d e r  i n d i v i d u a l  l o n g - t e r m  c a r e  i n s u r a n c e  p o l i c i e s  s h a l l  be  deemed 

r e a s o n a b l e  i n  r e l a t i o n  t o  prem iums p r o v i d e d  t h e  e x p e c t e d  l o s s  r a t i o  i s  a t  l e a s t  

s i x t y  p e r c e n t ,  c a l c u l a t e d  i n  a manner  w h i c h  p r o v i d e s  f o r  a d e q u a t e  r e s e r v i n g  o f  

t h e  l o n g - t e r m  c a r e  i n s u r a n c e  r i s k .  I n  e v a l u a t i n g  t h e  e x p e c t e d  l o s s  r a c i o ,  due 
c o n s i d e r a t i o n  s h a l l  b e  g i v e n  t o  a l l  r e l e v a n t  f a c t o r s ,  i n c l u d i n g :

A . S t a t i s t i c a l  c r e d i b i l i t y  o f  i n c u r r e d  c l a i m s  e x p e r i e n c e  and  e a r n e d  
p r e m i u m s ;

B. T h e  p e r i o d  f o r  w h i c h  r a t e s  a r e  co m p u ted  t o  p r o v i d e  c o v e r a g e ;

C . E x p e r i e n c e d  and  p r o j e c t e d  t r e n d s ;

D. C o n c e n t r a t i o n  o f  e x p e r i e n c e  w i t h i n  e a r l y  p o l i c y  d u r a t i o n ;

E . E x p e c t e d  c l a i m  f l u c t u a t i o n ;

F . E x p e r i e n c e  r e f u n d s ,  a d j u s t m e n t s  o r  d i v i d e n d s ;

G. R e n e w a b i l i t y  f e a t u r e s ;

H. A l l  a p p r o p r i a t e  e x p e n s e  f a c t o r s ;  ..

I . I n t e r e s t ;

J . E x p e r i m e n t a l  n a t u r e  o f  t h e  c o v e r a g e ;

K. P o l i c y  r e s e r v e s ;

L . M i x  o f  b u s i n e s s  b y  r i s k  c l a s s i f i c a t i o n ;  and
*

M. P r o d u c t  f e a t u r e s  s u c h  as  l o n g  e l i m i n a t i o n  p e r i o d s ,  h i g h  d e d u c t i b l e s  

a n d  h i g h  maximum l i m i t s .
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D r a f t i n g  N o t e :  T h e  e n u m e r a t i o n  o f  t h e  t h i r t e e n  i t e m s  i n c l u d e s  f a c t o r s

t r a d i t i o n a l l y  n o t  a l l o w e d  i n  c a l c u l a t i n g  r a t e s .  B eca use  o f  t h e  d e s i r e  to  

f o s t e r  d e v e l o p m e n t  o f  t h e  l o n g - t e r m  c a r e  p r o d u c t ,  t h e  d r a f t e r s '  i n t e n t i o n  i s  
t h a t  t h e  c o n s i d e r a t i o n  o f  t h e s e  f a c t o r s  w i l l  p r o v i d e  s u f f i c i e n t  l a t i t u d e  t o  
a c h i e v e  t h e  s i x t y  p e r c e n t  l o s s  r a t i o .

S e c t i o n  12- 15. F i l i n g  R e q u i r e m e n t

P r i o r  t o  an  i n s u r e r  o r  s i m i l a r  o r g a n i z a t i o n  o f f e r i n g  g r o u p  l o n g - t e r m  c a r e  

i n s u r a n c e  t o  a  r e s i d e n t  o f  t h i s  s t a t e  p u r s u a n t  t o  S e c t i o n  5 o f  t h e  L o n g - T e r m  

Care  I n s u r a n c e  M o d e l  A c t ,  i t  s h a l l  f i l e  w i t h  t h e  C o m m i s s i o n e r  e v i d e n c e  t h a t  t h e  

g roup  p o l i c y  o r  c e r t i f i c a t e  t h e r e u n d e r  h a s  b e e n  a p p r o v e d  b y  a s t a t e  h a v i n g  

s t a t u t o r y  o r  r e g u l a t o r y  l o n g - t e r m  c a r e  i n s u r a n c e  r e q u i r e m e n t s  s u b s t a n t i a l l y  
s i m i l a r  t o  t h o s e  a d o p t e d  i n  t h i s  s t a t e .

S e c t i o n  13i  16. S t a n d a r d  F o r m a t  O u t l i n e  o f  C o v e r a g e

T h i s  s e c t i o n  o f  t h e  r e g u l a t i o n  i m p l e m e n t s ,  i n t e r p r e t s  and  makes s p e c i f i c ,  t h e  

p r o v i s i o n s  o f  ( S e c t i o n  6G o f  t h e  L o n g - T e r m  C a r e  I n s u r a n c e  M o d e l  A c t )  [ c i t e

p r o v i s i o n  o f  l a w  r e q u i r i n g  t h e  C o m m i s s i o n e r  t o  p r e s c r i b e  t h e  f o r m a t  and  c o n t e n t  

o f  an  o u t l i n e  o f  c o v e r a g e ]  i n  p r e s c r i b i n g  a s t a n d a r d  f o r m a t  an d  t h e  c o n t e n t  o f  
an o u t l i n e  o f  c o v e r a g e .

A .  T h e  o u t l i n e  o f  c o v e r a g e  s h a l l  b e  a  f r e e - s t a n d i n g  d o c u m e n t ,  u s i n g  no 

s m a l l e r  t h a n  t e n  p o i n t  t y p e .

B.  T h e  o u t l i n e  o f  c o v e r a g e  s h a l l  c o n t a i n  no m a t e r i a l  o f  an  a d v e r t i s i n g  
n a t u r e .

C .  T e x t  w h i c h  i s  c a p i t a l i z e d  o r  u n d e r s c o r e d  i n  t h e  s t a n d a r d  f o r m a t

o u t l i n e  o f  c o v e r a g e  may be e m p h a s i z e d  b y  o t h e r  means w h i c h  p r o v i d e

p r o m in e n c e  e q u i v a l e n t  t o  su ch  c a p i t a l i z a t i o n  o r  u n d e r s c o r i n g .

D. U s e  o f  t h e  t e x t  and  s e q u e n c e  o f  t e x t  o f  t h e  s t a n d a r d  f o r m a t  o u t l i n e  

o f  c o v e r a g e  i s  m a n d a t o r y ,  u n l e s s  o t h e r w i s e  s p e c i f i c a l l y  i n d i c a t e d .

E .  F o r m a t  f o r  o u t l i n e  o f  c o v e r a g e :

[COMPANY NAME)

[ADDRESS -  C I T Y  & STATE]

[TELEPHONE NUMBER]

LO NG -T ERM  CARE  INS UR ANCE  

O U T L IN E  O F  COVERAGE  

[ P o l i c y  Number  o r  G ro up  M a s t e r  P o l i c y  and  C e r t i f i c a t e  Number]
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[Except :  f o r  p o l i c i e s  o r  c e r t i f i c a t e s  w h i c h  a r e  g u a r a n t e e d  i s s u e ,  t h e  F o l l o w i n g  

c a u t i o n  s t a t e m e n t : ,  o r  lant tue^.e s u b s t a n t i a l l y  s i m i l a r ,  muse i p p e a r  i s  f o l l o w s  i n 
t h e  o u t l i n e  o f  c o v e r a g e . 1

C a u t i o n :  T h e  i s s u a n c e  o f  t h i s  l o n g - t e r m  c a r e  i n s u r a n c e  f p o l i c v ’ rc e r t i f i c a r e 1

i s  b a s e d  u p o n  y o u r  r e s p o n s e s  t o  t h e  q u e s t i o n s  on v o u r  a p p l i c a t i o n .  A c o p y  o f  
v o u r  f a p p l i c a t i o n  1 f e n r o l l m e n t  fo rm l  f I s  e n c l o s e d ]  fwas r e t a i n e d  b y  y ou  when  

you  a p p l i e d ]  . I f  y o u r  an sw e r s  a r e  i n c o r r e c t  o r  u n t r u e ,  t h e  company  has  t h e  

r i g h t  t o  d e n y  b e n e f i t s  o r  r e s c i n d  v o u r  p o i l c v .  The  b e s t  t im e  t o  c l e a r  up an y

q u e s t i o n s  i s  now, b e f o r e  a c l a i m  a r i s e s !  I f .  f o r  a n v  r e a s o n ,  a n y  o f  v o u r

a n s w e r s  a r e  i n c o r r e c t ,  c o n t a c t  che company  a t  t h i s  a d d r e s s :  F i n s e r t  a d d r e s s !

1. T h i s  p o l i c y  i s  [an i n d i v i d u a l  p o l i c y  o f  i n s u r a n c e ] ( [a g r o u p  p o l i c y ]  w h i c h  

was i s s u e d  i n  che [ i n d i c a t e  j u r i s d i c t i o n  i n  w h i c h  g r o u p  p o l i c y  was 
i s s u e d ] ) .

2. PURPOSE OF O U T L IN E  OF  COVERAGE.  T h i s  o u t l i n e  o f  c o v e r a g e  p r o v i d e s  a  v e r y  
b r i e f  d e s c r i p t i o n  o f  t h e  i m p o r t a n t  f e a t u r e s  o f  t h e  p o l i c y .  Y o u  s h o u l d  

com pare  t h i s  o u t l i n e  o f  c o v e r a g e  t o  o u t l i n e s  o f  c o v e r a g e  f o r  o t h e r

p o l i c i e s  a v a i l a b l e  t o  y o u .  T h i s  i s  n o t  an  i n s u r a n c e  c o n t r a c t ,  b u t  o n l y  a

summary o f  c o v e r a g e .  O n l y  t h e  i n d i v i d u a l  o r  g ro up  p o l i c y  c o n t a i n s  

g o v e r n i n g  c o n t r a c t u a l  p r o v i s i o n s .  T h i s  means t h a t  t h e  p o l i c y  o r  g r o u p  

p o l i c y  s e t s  f o r t h  i n  d e t a i l  t h e  r i g h t s  a n d  o b l i g a t i o n s  o f  b o t h  y o u  a n d  t h e  

i n s u r a n c e  com pany .  T h e r e f o r e ,  i f  y o u  p u r c h a s e  t h i s  c o v e r a g e ,  o r  a n y  o t h e r  

c o v e r a g e ,  i t  i s  i m p o r t a n t  t h a t  y o u  REAP  YOUR P O L IC Y  (OR C E R T I F I C A T E )  
C A R E F U L L Y !

3. TERMS UNDER WHICH THE P O L IC Y  OR C E R T I F I C A T E  MAY BE RETURNED AND PREMIUM 

REFUNDED.

( a )  [ P r o v i d e  a b r i e f  d e s c r i p t i o n  o f  t h e  r i g h t  t o  r e t u r n - - " f r e e  l o o k "  
p r o v i s i o n  o f  t h e  p o l i c y . ]

( b )  [ I n c l u d e  a  s t a t e m e n t  t h a t  t h e  p o l i c y  e i t h e r  d o e s  o r  d o e s  n o t  c o n t a i n  

p r o v i s i o n s  p r o v i d i n g  f o r  a r e f u n d  o r  p a r t i a l  r e f u n d  o f  p rem ium upon  

t h e  d e a t h  o f  an  i n s u r e d  o r  s u r r e n d e r  o f  t h e  p o l i c y  o r  c e r t i f i c a t e .  

I f  t h e  p o l i c y  ’ c o n t a i n s  s u c h  p r o v i s i o n s ,  i n c l u d e  a d e s c r i p t i o n  o f  

t h e m . ]

4.  T H I S  I S  NOT M ED ICARE  SUPPLEMENT COVERAGE.  I f  y o u  a r e  e l i g i b l e  f o r  

M e d i c a r e ,  r e v i e w  t h e  M e d i c a r e  S u p p l e m e n t  B u y e r ' s  G u i d e  a v a i l a b l e  f r o m  t h e  

i n s u r a n c e  company .

( a )  [ F o r  a g e n t s ]  N e i t h e r  [ i n s e r t  company  name] n o r  i t s  a g e n t s  r e p r e s e n t  

M e d i c a r e ,  t h e  f e d e r a l  g o v e r n m e n t  o r  a n y  s t a t e  g o v e r n m e n t .

( b )  [ F o r  d i r e c t  r e s p o n s e ]  [ i n s e r t  com pany  name] i s  n o t  r e p r e s e n t i n g  

M e d i c a r e ,  t h e  f e d e r a l  g o v e r n m e n t  o r  a n y  s t a t e  g o v e r n m e n t .

5. LO NG -T ERM  CARE COVERAGE.  P o l i c i e s  o f  t h i s  c a t e g o r y  a r e  d e s i g n e d  t o  

p r o v i d e  c o v e r a g e  f o r  one o r  more n e c e s s a r y  o r  m e d i c a l l y  n e c e s s a r y  

d i a g n o s t i c ,  p r e v e n t i v e .  t h e r a p e u t i c ,  r e h a b i l i t a t i v e ,  m a i n t e n a n c e ,  o r
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p e r s o n a l  c a r e  s e r v i c e s ,  p r o v i d e d  i n  a s e t t i n g  o c h e r  t h a n  an  a c u t e  c a r e  

u n i t  o f  a h o s p i t a l ,  s u c h  as  i n  a n u r s i n g  home,  i n  t h e  c o m m u n i t y  o r  i n  t h e  

h o m e .

T h i s  p o l i c y  p r o v i d e s  c o v e r a g e  i n  t h e  form, o f  a  f i x e d  d o l l a r  i n d e m n i t y  
b e n e f i t  f o r  c o v e r e d  l o n g - t e r m  c a r e  e x p e n s e s ,  s u b j e c t  t o  p o l i c y  
( l i m i t a t i o n s }  [ w a i t i n g  p e r i o d s ]  an d  ( c o i n s u r a n c e ]  r e q u i r e m e n t s .  ( M o d i f y  

t h i s  p a r a g r a p h  i f  t h e  p o l i c y  i s  n o t  an i n d e m n i t y  p o l i c y . ]

6.  B E N E F I T S  PROV IDED  BY T H I S  P O L IC Y .

( a )  [ C o v e r e d  s e r v i c e s ,  r e l a t e d  d e d u c . t i b l e ( s ) , w a i t i n g  p e r i o d s ,  

e l i m i n a t i o n  p e r i o d s  a n d  b e n e f i t  max im ums . )

( b )  ( I n s t i t u t i o n a l  b e n e f i t s ,  b y  s k i l l  l e v e l . ]

( c )  ( N o n - i n s t i t u t i o n a l  b e n e f i t s ,  b y  s k i l l  l e v e l . ]

[Any  b e n e f i t  s c r e e n s  m us t  b e  e x p l a i n e d  i n  t h i s  s e c t i o n .  I f  t h e s e  s c r e e n s  

d i f f e r  f o r  d i f f e r e n t  b e n e f i t s ,  e x p l a n a t i o n  o f  che  s c r e e n  s h o u l d  a c com p any  

e a c h  b e n e f i t  d e s c r i p t i o n .  I f  an a t t e n d i n g  p h y s i c i a n  o r  o t h e r  s p e c i f i e d  

p e r s o n  m us t  c e r t i f y  a c e r t a i n  l e v e l  o f  f u n c t i o n a l  d e p e n d e n c y  i n  o r d e r  t o  

be  e l i g i b l e  f o r  b e n e f i t s ,  t h i s  t o o  m u s t  be  s p e c i f i e d .  I f  a c t i v i t i e s  o f  

d a i l y  l i v i n g  ( A D L s )  a r e  u s e d  t o  m e a s u r e  an  i n s u r e d ' s  n e e d  f o r  l o n g - t e r m  

c a r e ,  t h e n  t h e s e  q u a l i f y i n g  c r i t e r i a  o r  s c r e e n s  m u s t  b e  e x p l a i n e d . ]

7. L I M I T A T I O N S  AND E X C LU S IO N S .

[ D e s c r i b e :

( a )  P r e e x i s t i n g  c o n d i t i o n s ;

( b )  N o n - e l i g i b l e  f a c i l i t i e s / p r o v i d e r ;

( c )  N o n - e l i g i b l e  l e v e l s  o f  c a r e  ( e . g . ,  u n l i c e n s e d  p r o v i d e r s ,  c a r e  o r  

t r e a t m e n t  p r o v i d e d  b y  a f a m i l y  member,  e t c . ) ;

( d )  E x c l u s i o n s / e x c e p t i o n s ;

( e )  L i m i t a t i o n s . ]

[ T h i s  s e c t i o n  s h o u l d  p r o v i d e  a b r i e f  s p e c i f i c  d e s c r i p t i o n  o f  a n y  p o l i c y  

p r o v i s i o n s  w h i c h  l i m i t ,  e x c l u d e ,  r e s t r i c t ,  r e d u c e ,  d e l a y ,  o r  i n  a n y  o t h e r  

m a n n e r  o p e r a t e  t o  q u a l i f y  p a y m e n t  o f  t h e  b e n e f i t s  d e s c r i b e d  i n  (6 )  a b o v e . )

T H I S  P O L I C Y  MAY NOT COVER A L L  THE EXPENSES A S S O C IA T E D  W ITH  YOUR LONG -TERM  

CARE  NEEDS .

8. R E L A T I O N S H I P  O F  COST  O F  CARE  AND B E N E F I T S .  B e c a u s e  t h e  c o s t s vo f  l o n g - t e r m  
c a r e  s e r v i c e s  w i l l  l i k e l y  i n c r e a s e  o v e r  t i m e ,  y o u  s h o u l d  c o n s i d e r  w h e t h e r  

a n d  h o w  t h e  b e n e f i t s  o f  t h i s  p l a n  may b e  a d j u s t e d .  [As a p p l i c a b l e ,  

i n d i c a t e  t h e  f o l l o w i n g :
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( a )  T h a t  t h e  b e n e f i t  l e v e l  w i l l  n o t  i n c r e a s e  o v e r  t i m e ;

( b )  A n y  a u t o m a t i c  b e n e f i t  a d j u s t m e n t  p r o v i s i o n s ;

( c )  W h e t h e r  t h e  i n s u r e d  w i l l  be  g u a r a n t e e d  t h e  o p t i o n  t o  b u y  a d d i t i o n a l

b e n e f i t s  and  t h e  b a s i s  up o n  w h i c h  b e n e f i t s  w i l l  b e  i n c r e a s e d  o v e r
t i m e  i f  n o t  b y  a s p e c i f i e d  amoun t  o r  p e r c e n t a g e ;

( d )  I f  t h e r e  i s  s u c h  a g u a r a n t e e ,  i n c l u d e  w h e t h e r  a d d i t i o n a l  u n d e r w r i t i n g  

o r  h e a l t h  s c r e e n i n g  w i l l  be  r e q u i r e d ,  t h e  f r e q u e n c y  ana  amoun ts  o f

t h e  u p g r a d e  o p t i o n s ,  and  a n y  s i g n i f i c a n t  r e s t r i c t i o n s  o r  l i m i t a t i o n s ;

( e )  A n d  f i n a l l y ,  d e s c r i b e  w h e t h e r  t h e r e  w i l l  be  a n y  a d d i t i o n a l  premium 
c h a r g e  im p o s e d ,  and  how t h a t  i s  t o  b e  c a l c u l a t e d . ]

9. TERMS UNDER WHICH THE  P O L IC Y  (OR C E R T I F I C A T E )  HAY BE C ONT INUED  I N  FORCE OR 
D IS C O N T IN U E D .

[ ( a )  D e s c r i b e  t h e  p o l i c y  r e n e w a b i l i t y  p r o v i s i o n s ;

( b )  F o r  g r o u p  c o v e r a g e ,  s p e c i f i c a l l y  d e s c r i b e  c o n t i n u a t i o n / c o n v e r s i o n  
p r o v i s i o n s  a p p l i c a b l e  t o  t h e  c e r t i f i c a t e  and  g r o u p  p o l i c y ;

( c )  D e s c r i b e  w a i v e r  o f  p rem ium p r o v i s i o n s  o r  s t a t e  t h a t  t h e r e  a r e  n o t  

s u c h  p r o v i s i o n s ;

( d )  S t a t e  w h e t h e r  o r  n o t  t h e  company  h a s  a r i g h t  t o  c h a n g e  p r em iu m ,  and  

i f  s u c h  a  r i g h t  e x i s t s ,  d e s c r i b e  c l e a r l y  a n d  c o n c i s e l y  e a ch  

c i r c u m s t a n c e  u n d e r  w h i c h  prem ium may c h a n g e . ]

10., A L Z H E I M E R ' S  D IS E A S E  AND OTHER ORGAN IC  B R A IN  D ISORDERS .

[ S t a t e  t h a t  t h e  p o l i c y  p r o v i d e s  c o v e r a g e  f o r  i n s u r e d s  c l i n i c a l l y  d i a g n o s e d  

as  h a v i n g  A l z h e i m e r ' s  d i s e a s e  o r  r e l a t e d  d e g e n e r a t i v e  and  d e m e n t i n g  

i l l n e s s e s .  S p e c i f i c a l l y  d e s c r i b e  e a c h  b e n e f i t  s c r e e n  o r  o t h e r  p o l i c y  

p r o v i s i o n  w h i c h  p r o v i d e s  p r e c o n d i t i o n s  t o  t h e  a v a i l a b i l i t y  o f  p o l i c y  

b e n e f i t s  f o r  s u c h  a n  i n s u r e d . ]

11. PREMIUM.

[ ( a )  S t a t e  t h e  t o ' . a l  a n n u a l  p r em ium  f o r  t h e  p o l i c y ;

( b )  I f  t h e  p r em ium  v a r i e s  w i t h  an a p p l i c a n t ' s  c h o i c e  among b e n e f i t  

o p t i o n s ,  i n d i c a t e  che  p o r t i o n  o f  a n n u a l  p rem ium w h i c h  c o r r e s p o n d s  t o  

e a c h  b e n e f i t  o p t i o n . ]

12. A D D I T I O N A L  F EATU R ES .

[ ( a )  I n d i c a t e  i f  m e d i c a l  u n d e r w r i t i n g  i s  u s e d ;  >

( b )  D e s c r i b e  o c h e r  i m p o r t a n t  f e a t u r e s . ]
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