PRI OR PRI NTER S NO. 2339 PRINTER S NO. 3437

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1830 e

| NTRODUCED BY PI STELLA, ROBI NSON, HALUSKA, F. TAYLOR, VAN HORNE
KCSI NSKI, COLAlI ZZO, DeWEESE, GODSHALL, d GLI OITl, JOSEPHS,
FOX, BELARDI, TIGUE, KUKOVI CH, PRESTON, DALEY, THOMAS, RYBAK
DeLUCA, CORRI GAN, MHALE, COWNELL, MELIQ, BATTI STO VEQON,
CAPPABI ANCA, M CHLOVI C, PESCI, TRELLO HERMAN, MNAI ALE,
HOANLETT, HAYDEN, FREEMAN, I TKIN, J. TAYLOR AND E. Z. TAYLOR
JUNE 30, 1989

AS REPORTED FROM COWM TTEE ON YOUTH AND AG NG HOUSE OF
REPRESENTATI VES, AS AMENDED, APRI L 24, 1990
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AN ACT
Relating to long-termcare insurance; providing for limts,
di scl osure and performance standards; and prescribing powers
and duties of the Insurance Conmi ssioner.
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Section 9. Prior institutionalization.
Seetton—10—Determnation—of—benefits— <—
SECTI ON 10. LOSS RATI CS. <—
Section 11. Right to return; free | ook provision.
Section 12. CQutline of coverage provisions.
Seetton—13—AdditHonal—terms—in—certifieate- <—
Seet+on—1t4—Marketng—and—adverttsthrg—proht-brted—
Seet+on—15—Admnatstrat+veprocedures—
Seetton—16—SeverabrHy—
Seet+on—+/—AppheabrHHy—
Seetton—18—FEHectivedate-
SECTI ON 13. MARKETI NG AND ADVERTI SI NG PROHI Bl TED. <—
SECTI ON 14. ADM NI STRATI VE PROCEDURES.
SECTI ON 15. SEVERABI LI TY.
SECTI ON 16. APPLI CABI LI TY.
SECTION 17. EFFECTI VE DATE

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
Section 1. Short title.

This act shall be known and may be cited as the Long-Term
Care I nsurance Act.
Section 2. Statenment of purpose.

The purpose of this act is to pronote the public interest, to
pronote the availability of long-termcare insurance policies,
to protect applicants for long-termcare insurance, as defined,
fromunfair or deceptive sales or enrollnment practices, to
establish standards for long-termcare insurance, to facilitate
publ i ¢ understandi ng and conpari son of |ong-term care insurance
policies, and to facilitate flexibility and innovation in the

devel opnent of |ong-term care insurance coverage.
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Section 3. Scope of act.

This act is not intended to supersede the obligations of
entities subject to this act to conply with the substance of
ot her applicable insurance | aws insofar as they do not conflict
with this act, except that |aws and regul ati ons desi gned and
intended to apply to Medicare suppl enent insurance policies
shall not be applied to long-termcare insurance. A policy which
is not advertised, marketed or offered as |ong-termcare
i nsurance or nursing honme insurance need not neet the
requirenents of this act.

Section 4. Definitions.

The foll ow ng words and phrases when used in this act shal
have the neanings given to themin this section unless the
context clearly indicates otherw se:

"Applicant.” The term neans:

(1) in the case of an individual |long-termcare
i nsurance policy, the person who seeks to contract for
benefits; and

(2) in the case of a group long-termcare insurance
policy, the proposed certificate hol der.

"Certificate.” Any certificate issued under a group |ong-
termcare insurance policy, which policy has been delivered or
i ssued for delivery in this Comobnweal t h.

"Conmi ssioner." The Insurance Conmm ssioner of the
Commonweal t h.

"FUNCT!I ONALLY NECESSARY." THE TERM MEANS THE APPROPRI ATENESS
OF SERVI CES DI RECTED TO ADDRESS THE | NDI VI DUAL' S | NABI LI TY TO
PERFORM TASKS REQUI RED FOR DAILY LIVING AS DEFI NED THROUGH
REGULATI ON, AND THE | NDI VI DUAL' S NEED FOR CONTI NUOUS CARE OR
SUPERVI SI ON.

19890H1830B3437 - 3 -
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1 "Group long-termcare insurance.” A long-termcare insurance
2 policy which is delivered or issued for delivery in this

3 Commonweal th and issued to any of the follow ng:

4 (1) One or nore enployers or |abor organizations, or to
5 a trust or to the trustees of a fund established by one or

6 nore enpl oyers or | abor organi zations, or a conbi nation

7 t hereof, for enpl oyees or former enpl oyees, or a conbination
8 t hereof, or for menmbers or former menbers, or a conbination

9 t hereof, of the | abor organizations.

10 (2) Any professional, trade or occupational association
11 for its nenbers or forner or retired nmenbers, or conbi nation
12 t hereof, if such association:

13 (i) is conposed of individuals, all of whomare or
14 were actively engaged in the same profession, trade or

15 occupation; and

16 (i1i) has been maintained in good faith for purposes
17 ot her than obtaining insurance.

18 (3) An association or a trust or the trustee of a fund
19 est abl i shed, created or maintained for the benefit of nenbers
20 of one or nore associations. Prior to advertising, nmarketing
21 or offering such policy within this Commonweal th, the <—
22 asseectati-on—or—assoectationss—er the insurer of the
23 associ ation or associations;- shall file evidence with the <—
24 conmi ssi oner that the association or associations have at the
25 outset a mnimum of 100 persons and have been organi zed and
26 mai ntai ned in good faith for purposes other than that of
27 obt ai ning i nsurance, have been in active existence for at
28 | east one year, and have a constitution and byl aws which
29 provi de that:
30 (1) the association or associations hold regul ar

19890H1830B3437 - 4 -
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nmeetings not less than annually to further purposes of
t he nmenbers;

(1i) except for credit unions, the association or
associ ations collect dues or solicit contributions from
menbers; and

(1i1) the nmenbers have voting privil eges and
representation on the governing board and conmttees.

Thirty days after such filing, the association or

associations will be deenmed to satisfy such organi zati onal

requi renents, unless the conm ssioner nmakes a finding that

t he association or associations do not satisfy those

or gani zati onal requirenents.

(4) A group other than as described in paragraphs (1),

(2) and (3), subject to a finding by the comm ssioner that:

(i) the issuance of the group policy is not contrary
to the best interest of the public;

(ii) the issuance of the group policy would result
in econom es of acquisition or adm nistration; and

(ti1) the benefits are reasonable in relation to the
prem uns char ged.

"Long-termcare insurance." Any insurance policy or rider
advertised, marketed, offered or designed to provide coverage
for not |ess than 12 consecutive nonths for each covered person
on an expense-incurred, indemity, prepaid or other basis for
one or nore FUNCTI ONALLY necessary or nedically necessary
di agnostic, preventive, therapeutic, rehabilitative, naintenance
or personal care services, provided in a setting other than an
acute care unit of a hospital. The termincludes group and
i ndi vidual policies or riders, whether issued by insurers,

fraternal benefit societies, nonprofit health, hospital and

19890H1830B3437 - 5 -
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medi cal service corporations, prepaid health plans, health
mai nt enance organi zations or any simlar organization. The term
does not include any insurance policy which is offered primarily
to provi de basic Medicare suppl enent coverage, basic hospital
expense coverage, basic nedical -surgi cal expense cover age,
hospi tal confinenent indemity coverage, major nedical expense
coverage, disability incone protection coverage, accident only
coverage, specified disease or specified accident coverage or
limted benefit health coverage.
"MEDI CALLY NECESSARY." THE TERM SHALL BE DESCRI BED | N TERMS <—
OF APPROPRI ATENESS OF TREATMENT OF THE | NSURED S CONDI TI ON,
I NCLUDI NG NONMVEDI CAL SUPPORT SERVI CES, BASED ON CURRENT
STANDARDS OF ACCEPTABLE MEDI CAL PRACTI CE. THE TERM NMAY EXCLUDE
BENEFI TS FOR CARE OR SERVI CES WH CH ARE PRI MARILY FOR THE
CONVENI ENCE OF THE | NSURED OR THE PERSON S PHYSI CI AN.
"Policy." Any policy, contract, subscriber agreenent, rider
or endorsenent delivered or issued for delivery in this
Commonweal th by an insurer, fraternal benefit society, nonprofit
heal t h, hospital or nedical service corporation, prepaid health
pl an, heal th mai ntenance organi zation, or any simlar
or gani zati on.
Seet+en—5—t+mts—ot—greuptoeng-termeare+asurance— <—
SECTI ON 5. EXTRATERRI TORI AL JURI SDI CTI ON; GROUP LONG- TERM CARE <—
I NSURANCE
No group long-termcare insurance coverage nmay be offered to
a resident of this Commonweal th under a group policy issued in
anot her state to a group described in paragraph (4) of the
definition of "group long-termcare insurance" unless this
Commonweal th or another state having statutory and regul atory

| ong-term care insurance requirenents substantially simlar to

19890H1830B3437 - 6 -
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t hose adopted in this Comonweal th has nade a determ nation that

such requirenents have been net.

Section 6. Disclosure and performance standards for |ong-term
care insurance.

(a) GCeneral rule.--The comm ssioner may adopt regul ations
that include standards for full and fair disclosure, setting
forth the manner, content and required disclosures for the sale
of long-termcare insurance policies, ternms of renewability,
initial and subsequent conditions of eligibility, nonduplication
of coverage provisions, coverage of dependents, preexisting
conditions, termnation of insurance, continuation or
conversion, probationary periods, limtations, exceptions,
reductions, elimnation periods, requirenents for replacenent,
recurrent conditions and definitions of ternmns.

(b) Prohibitions.--No long-termcare insurance policy nmay:

(1) be cancel ed, nonrenewed or otherw se term nated on
the grounds of the age or the deterioration of the nental or
physi cal health of the insured individual or certificate
hol der;

(2) <contain a provision establishing a new waiting
period, in the event existing coverage is converted to or
repl aced by a new or other formw thin the same conpany,
except with respect to an increase in benefits voluntarily
sel ected by the insured individual or group policyhol der; or

(3) contain coverage for skilled nursing care only or
contain coverage that provides significantly nore skilled
care in a facility than coverage for |ower |evels of care.
(c) Preexisting condition.--

(1) No long-termcare insurance policy or certificate

shall use a definition of "preexisting condition" which is

19890H1830B3437 - 7 -



1 nore restrictive than a definition of "preexisting condition”

2 t hat neans a condition for which nedical advice or treatnent

3 was reconmmended by or received froma provider of health care

4 serviees—whih- <—
5 " . I i I ‘g . | :

6 : . | ho_i :

7 older—on—the—efiective—date—of—coverage—or

8 e I I i I ‘g . | :

9 : . | ho_i | :

10 age—on—theeffectivedateof coverage— SERVICES, WTHI N <—
11 SI X MONTHS PRECEDI NG THE EFFECTI VE DATE OF COVERAGE OF AN

12 | NSURED PERSON

13 (2) No long-termcare insurance policy may exclude

14 coverage for a loss or confinenment which is the result of a

15 preexi sting condition unless such |oss or confinenent begins

16 wi-t-hi-n <

22 age—on—theeffectivedateof coverage— WTHI N SI X MONTHS  <—
23 FOLLOWN NG THE EFFECTI VE DATE OF COVERAGE OF AN | NSURED

24 PERSON.

25 Section 7. Conm ssioner's duties.

26 The comm ssioner may extend the |[imtation periods set forth

27 in section 6 as to specific age group categories in specific

28 policy forns upon findings that the extension is in the best

29 interest of the public. Fhe—ecommssioner—ay—adopt—+egulations <—

30 bLishi I . lards § I .
19890H1830B3437 - 8 -
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Licies.  ded 4 T : I
HRASHanree—pot+etes—+s—eontatred—+n—the regulat+en—
Section 8. Underwiting standards.
The definition of the term "preexisting condition"” under
section 6(c) does not prohibit an insurer fromusing an
application formdesigned to elicit the conplete health history
of the applicant, and, on the basis of the answers on that
application, fromunderwiting in accordance with that insurer's
establ i shed underwiting standards. UNLESS OTHERW SE PROVIDED IN <—
THE POLI CY OR CERTI FI CATE, A PREEXI STI NG CONDI TI ON, REGARDLESS
OF WVHETHER | T | S DI SCLOSED ON THE APPLI CATI ON, NEED NOT BE
COVERED UNTI L THE WAI TI NG PERI OD DESCRI BED | N SECTI ON 6(C) (2)
EXPI RES. NO LONG TERM CARE | NSURANCE POLI CY OR CERTI FI CATE MAY
EXCLUDE OR USE WAI VERS OR RI DERS OF ANY KIND TO EXCLUDE, LIMT
OR REDUCE COVERAGE OR BENEFI TS FOR SPECI FI CALLY NAMED OR
DESCRI BED PREEXI STI NG DI SEASES OR PHYSI CAL CONDI TI ONS BEYOND THE
WAI TI NG PERI OD DESCRI BED I N SECTION 6(C)(2).
Section 9. Prior institutionalization.
No |l ong-term care insurance policy shall condition ANY <—

benefits on a prior stay in an institution or a prior chronic

condi ti on.

19890H1830B3437 - 9 -



SECTI ON 10. LOSS RATI CS.

THE COW SSI ONER MAY ADOPT REGULATI ONS ESTABLI SHI NG LOSS
RATI O STANDARDS FOR LONG TERM CARE | NSURANCE POLI CI ES PROVI DED
THAT A SPECI FI C REFERENCE TO LONG TERM CARE | NSURANCE POLI ClI ES
I S CONTAI NED | N THE REGULATI ON.

Section 11. Right to return; free | ook provision.

a)—Resetssion—pertod—-I ndi vidual |ong-termcare insurance
pol i cyhol ders AND GROUP CERTI FI CATE HOLDERS WHO CONTRI BUTE TO

© o0 N oo o A~ wWw N P

THE COST OF THEI R LONG TERM CARE COVERACE shal | have the right

=Y
o

to return the policy within 30 days of its delivery and to have
the premumrefunded if, after exam nation of the pelHey—the
peeyhelder POLI CY OR CERTI FI CATE, THE PCLI CYHOLDER OR

[ S S
w N

CERTI FI CATE HOLDER is not satisfied for any reason. rnadividual

H
o

Feng-term LONG TERM care i nsurance policies AND APPLI CABLE GROUP

=Y
(63}

CERTI FI CATES shall have a notice, prominently printed on the
first page of the policy or attached-therete CERTIFI CATE

N
N O

stating in substance that the policyhol der OR CERTI FI CATE HOLDER

=Y
oo

shall have the right to return the policy OR CERTI FI CATE wi thin

=
O

30 days of its delivery and to have the prem umrefunded if,

N
o

after exam nation of the policy OR CERTI FI CATE, the policyhol der

N
=

OR CERTI FI CATE HOLDER is not satisfied for any reason.

30 he i | halt | I - I Li
19890H1830B3437 - 10 -



Section 12. Qutline of coverage provisions.
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(A) REQUI REMENT. - - AN QUTLI NE OF COVERAGE SHALL BE DELI VERED
TO A PRCSPECTI VE APPLI CANT FOR LONG TERM CARE | NSURANCE AT THE
TIME OF NI TI AL SOLI CI TATI ON THROUGH MEANS WHI CH PROM NENTLY
DI RECT THE ATTENTI ON OF THE RECI PI ENT TO THE DOCUMENT AND | TS
PURPOSE.

(B) FORMAT. --THE COVM SSI ONER SHALL PRESCRI BE A STANDARD
FORVAT | NCLUDI NG STYLE, ARRANGEMENT AND OVERALL APPEARANCE, AND
THE CONTENT OF AN OUTLI NE OF COVERAGE.

(© AGENT SOLI CI TATIONS. --1 N THE CASE OF AGENT
SOLI C TATI ONS, AN AGENT MJST DELI VER THE QOUTLI NE OF COVERAGE
PRI OR TO THE PRESENTATI ON OF AN APPL| CATI ON OR ENROLLMENT FORM

(D) DI RECT RESPONSE SOLI CI TATIONS. --1 N THE CASE OF DI RECT
RESPONSE SCOLI Cl TATI ONS, THE OUTLI NE OF COVERAGE MUST BE
PRESENTED | N CONJUNCTI ON W TH ANY APPLI CATI ON OR ENRCLLMENT
FORM

(E) CONTENTS OF QUTLI NE. -- THE OUTLI NE OF COVERAGE SHALL
| NCLUDE ALL OF THE FOLLOW NG

(1) A DESCRIPTION OF THE BENEFI TS AND COVERAGE PROVI DED

IN THE PQOLI CY.

(2) A STATEMENT OF THE EXCLUSI ONS, REDUCTI ONS AND

19890H1830B3437 - 12 -
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LI M TATI ONS CONTAI NED | N THE PQLI CY.
(3) A STATEMENT OF THE TERMS UNDER VWHI CH THE POLI CY OR
CERTI FI CATE, OR BOTH, MAY BE CONTI NUED I N FORCE OR
DI SCONTI NUED, | NCLUDI NG ANY RESERVATION I N THE POLI CY OF A
RI GHT TO CHANGE PREM UM CONTI NUATI ON OR CONVERSI ON
PROVI SI ONS OF GROUP COVERAGE SHALL BE SPECI FI CALLY DESCRI BED.
(4) A STATEMENT THAT THE OUTLINE OF COVERAGE IS A
SUMVARY ONLY, NOT A CONTRACT OF | NSURANCE, AND THAT THE
POLI CY OR GROUP MASTER POLI CY CONTAI N GOVERNI NG CONTRACTUAL
PROVI SI ONS.
(5) A DESCRIPTION OF THE TERMS UNDER VWH CH THE POLI CY OR
CERTI FI CATE MAY BE RETURNED AND PREM UM REFUNDED.
(6) A BRIEF DESCRI PTION OF THE RELATI ONSHI P OF COST OF
CARE AND BENEFI TS.
Section 44 13. Marketing and adverti sing prohibited. <—
No policy may be advertised, marketed or offered as |ong-term
care or nursing home insurance unless it conplies with the
provi sions of this act.
Section 45 14. Admnistrative procedures. <—
Regul ati ons adopted pursuant to this act shall becone
effective in the manner provided in the act of July 31, 1968
(P.L.769, No.240), referred to as the Conmonweal th Docunents
Law.
Section 46 15. Severability. <—
The provisions of this act are severable. |If any provision of
this act or its application to any person or circunstance is
held invalid, the invalidity shall not affect other provisions
or applications of this act which can be given effect w thout
the invalid provision or application.

Section 47 16. Applicability. <—

19890H1830B3437 - 13 -
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The requirenments of this act shall apply to all policies
delivered or issued for delivery in this Comonweal th on or
after the effective date of this act.

Section 48 17. Effective date.

This act shall take effect in 60 days.
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