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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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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 | nsurance Act.

Section 2. Statenent 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 fromunfair
or deceptive sales or enrollnment practices, to establish
standards for long-termcare insurance, to facilitate public
under st andi ng and conpari son of |long-termcare insurance
policies, and to facilitate flexibility and innovation in the
devel opnent of |ong-term care insurance coverage.

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

19910H0506B0563 - 2 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

requi renents 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.” Al of the follow ng:

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

(2) In the case of a group long-term care insurance
policy, the proposed certificate hol der.

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

"Conmm ssioner." The Insurance Conmm ssioner of the
Conmonweal t h.

"Functionally necessary."” The appropriateness of services
directed to address the individual's inability to performtasks
required for daily living, as defined through regul ation, and
the individual's need for continuous care or supervision.

"Group long-termcare insurance.” A long-termcare insurance
policy which is delivered or issued for delivery in this
Commonweal th and issued to any of the foll ow ng:

(1) Enployers or |abor organizations or a trust or to
the trustees of a fund established by enployers or |abor
organi zati ons, for enployees or former enployees, or for
menbers or fornmer nenbers, of the |abor organi zations.

(2) Any professional, trade or occupational association
for its nenbers or forner or retired nmenbers if the

associ ati on:
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1 (i) 1is conposed of individuals, all of whomare or

2 were actively engaged in the same profession, trade or

3 occupation; and

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

6 (3) An association or a trust or the trustee of a fund
7 establ i shed or maintained for the benefit of nenbers of

8 associ ations. The quality under this paragraph:

9 (1) The insurer of the association or associations
10 nmust file evidence with the conm ssioner that the

11 associ ation or associ ations have at the outset a m ni num
12 of 100 persons and have been organi zed and nmai ntained in
13 good faith for purposes other than that of obtaining

14 i nsurance, have been in active existence for at |east one
15 year, and have a constitution and byl aws which provide
16 t hat :

17 (A) the association or associations hold regul ar
18 nmeetings not less than annually to further purposes
19 of the menbers;
20 (B) except for credit unions, the association or
21 associ ations collect dues or solicit contributions
22 from nmenbers; and
23 (© the nenbers have voting privil eges and
24 representation on the governing board and conmttees.
25 (1i) Thirty days after filing, the association or
26 associations will be deenmed to satisfy organizational
27 requi renents unl ess the comm ssioner nmakes a finding that
28 t he association or associations do not satisfy those
29 or gani zati onal requirenents.
30 (4) A group other than as described in paragraphs (1),
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(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
(iti1) 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
functionally necessary or nedically necessary diagnostic,
preventive, therapeutic, rehabilitative, maintenance or personal
care services provided in a setting other than an acute care
unit of a hospital. The termincludes group and i ndividual
policies or riders issued by insurers, fraternal benefit
societies, nonprofit health, hospital and nedical service
corporations, prepaid health plans, health maintenance
organi zations or simlar organizations. The term does not
i ncl ude any insurance policy which is offered primarily to
provi de basic Medi care suppl enent coverage, basic hospital
expense coverage, basic nedical -surgi cal expense coverage,
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.

"Medically necessary.” As described in terns of
appropri ateness of treatnment of the insured s condition,

i ncl udi ng nonnedi cal support services, based on current

st andards of acceptable nedical practice. The term excl udes
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benefits for care or services which are primarily for the

conveni ence of the insured or the person's physician.

Section 5. Extraterritorial jurisdiction; group |ong-termcare
i nsur ance.

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 the
Commonweal th or another state having statutory and regul atory
| ong-term care insurance requirenments substantially simlar to
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, term nation of insurance, continuation or
conversion, probationary periods, limtations, exceptions,
reductions, elimnation periods, requirenents for replacenent,
recurrent conditions and definitions of terns.

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

(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
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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
may use a definition of "preexisting condition”™ which is nore
restrictive than a definition of "preexisting condition" that
means a condition for which nedical advice or treatnent was
recommended by or received froma provider of health care
services, within six nonths preceding the effective date of
coverage of an insured person.

(2) No long-termcare insurance policy may exclude
coverage for a loss or confinenment which is the result of a
preexi sting condition unless such |oss or confinenent begins
within six nonths followng the effective date of coverage of
an insured person.

Section 7. Comm ssioner's duties.

The comm ssioner may extend the |[imtation periods set forth
in section 6 as to specific age group categories in specific
policy forms upon findings that the extension is in the best
interest of the public.

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
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application, fromunderwiting in accordance with that insurer's
establ i shed underwiting standards. Unless otherw se provided in
the policy or certificate, a preexisting condition, regardl ess
of whether it is disclosed on the application, need not be
covered until the waiting period described in section 6(c)(2)
expires. No long-termcare insurance policy or certificate may
excl ude or use waivers or riders of any kind to exclude, limt
or reduce coverage or benefits for specifically named or

descri bed preexisting di seases or physical conditions beyond the
wai ting period described in section 6(c)(2).

Section 9. Prior institutionalization.

No |l ong-termcare insurance policy nay condition any benefits
on a prior stay in an institution or a prior chronic condition.
Section 10. Loss rati os.

The conmm ssioner may adopt regul ations establishing | oss
rati o standards for |ong-term care insurance policies provided
that a specific reference to long-termcare insurance policies
is contained in the regul ation.

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

I ndi vidual |ong-termcare insurance policyhol ders and group
certificate holders who contribute to the cost of their |ong-
termcare coverage shall have the right to return the policy
within 30 days of its delivery and to have the prem um refunded
if, after exam nation of the policy or certificate, the
pol i cyhol der or certificate holder is not satisfied for any
reason. Long-term care insurance policies and applicable group
certificates shall have a notice, promnently printed on the
first page of the policy or certificate, stating in substance
that the policyholder or certificate holder shall have the right

to return the policy or certificate within 30 days of its
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delivery and to have the premumrefunded if, after exam nation
of the policy or certificate, the policyholder or certificate
hol der is not satisfied for any reason.

Section 12. Qutline of coverage provisions.

(a) Requirenent.--An outline of coverage shall be delivered
to a prospective applicant for long-termcare insurance at the
time of initial solicitation through means which prom nently
direct the attention of the recipient to the docunent and its
pur pose.

(b) Format.--The conm ssioner shall prescribe a standard
format, including style, arrangenent and overall|l appearance, and
the content of an outline of coverage.

(c) Agent solicitations.--In the case of agent
solicitations, an agent nust deliver the outline of coverage
prior to the presentation of an application or enrollnment form

(d) Direct response solicitations.--1n the case of direct
response solicitations, the outline of coverage must be
presented in conjunction with any application or enroll nment
form

(e) Contents of outline.--The outline of coverage shal
i nclude all of the follow ng:

(1) A description of the benefits and coverage provided
in the policy.
(2) A statenent of the exclusions, reductions and

[imtations contained in the policy.

(3) A statenment of the terns under which the policy or
certificate may be continued in force or discontinued,

i ncluding any reservation in the policy of a right to change

prem um Continuation or conversion provisions of group

coverage shall be specifically described.
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(4) A statenent that the outline of coverage is a
summary only, not a contract of insurance, and that the
policy or group master policy contains governing contractual
provi si ons.

(5) A description of the terns under which the policy or
certificate may be returned and prem um refunded.

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

Section 13. Marketing and advertising 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 14. 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 15. Applicability.

This act shall apply to all policies delivered or issued for
delivery in this Comonwealth on or after the effective date of
this act.

Section 16. Effective date.

This act shall take effect in 60 days.
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