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L.D. 376

DATE: May 4, 1999 (Filing No. S§-197 )

BANKING AND INSURANCE
Reported by:

Reproduced and distributed under the direction of the Secretary
of the Senate.

STATE OF MAINE
SENATE
119TH LEGISLATURE
FIRST REGULAR SESSION

COMMITTEE AMENDMENT "A " to S.P. 140, L.D. 376, Bill, "An
Act to Require Disclosure to Insurance Consumers That Long-term
Care Insurance Policies Meet the Standards for the Deductibility
of Premiumsg"

Amend the bill by striking out the title and substituting
the following:

'An Act to Amend the Laws Relating to Long-term Care Insurance
and to Require Disclosure to Insurance Consumers that Long-term
Care Imsurance Policies are Tax-qualified for Purposes of Federal
and State Income Tax'

Further amend the bill by striking out everything after the
enacting clause and before the summary and inserting in its place
the following:

'Sec. 1. 24-A MRSA §5057 is enacted to read:

7 . 13

Thi X 1i only to poligies and certificates
i for nuary 1, 2 .

Sec. 2. 24-A MRSA c. 68-A is enacted to read:

CHAPTER 68-A

- IN E
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COMMITTEE AMENDMENT "f7" to S.P. 140, L.D. 376

after January 1., 2000, except it does not apply to certificates
issued under policies issued in other states to employer groups
as Qescribed in section 2804 and labor union groups as described
in section 2805, This chapter is not intended to supersede the
obligations of entities subject to this chapter to comply with
the substance of other applicable insurance laws to the extent
that these laws are not inconsistent with the requirements of
this chapter, except that laws and rules designed and intended to
apply to Medicare supplement insurance may not be applied to
long- m r ingurance., Notwithstanding this chapter, any
product advgrglsedl marketed or offered as long-term care

insurance is subiject to this chapter.
§5072. Definitions
As used in this chapter, unless the context otherwise
indicates, the following terms have the following meanings.
1, Applicant, 'Applicant" means:
A, In the case of an individual long-term care insurance
policy,. the persen who seeks to contract for henefits: or

B. _In the case of a group long-term care insurance peolicy.
the proposed certificate holder.

2., Certificate. "Certificate" means any certificate issued
under a group long-term care insurance policy.

T ~term re i r 11 " long-ter
care insurance policy" means a long-term care insurance policy
that is delivered or issued for delivery in this State to an
employer group, private purchasing alliance. labor union group,
association group, trustee group. credit wunion group or other
group as described in chapter 35.

4 ~term r i r 1i "Long-term re
i icy" n ivi r insuran 1i
or rider offered by a 1life or hgglgh insurer, fraternal benefit
society., mnonprofit hospital and medical service organization.
nonprofit health care service organization, prepaid health plan

rgani i health main rgani ion or her imilar

or ggnlzg; on authorized to issue fg or health 1nsur§ng§ that is

r
for r m r r__med. 1 r iagn i
reventi her i r bili iy maintenance or personal
care services provided in a setting other than an re uni

Page 2-LR0076(2)

COMMITTEE AMENDMENT



10

12

14

16

18

20

22

24

26

28

30

32

34

36

38

40

42

44

46

48

50

COMMITTEE AMENDMENT 'J7 " to S§.P. 140, L.D. 376

f ital "L ~term r insuran icy" i

A, An insurance policy or contract describe Medi
lem in n h r 67:
B. n_insuran i r contrac ffere rimaril
rovi i¢  hospital xpen coverage, basic gd'gg
surgical expense coverage, hospital confmgmgn; indemnity
T major medical expen v i ingom
or related asset-protection coverage, accident only
cover ified disease or specified iden ver

or limited benefit health coverage:; and

With r life insuranc n i ran i r
contract that accelerates the death bhenefit specifically for
one or more of the qgualifying events of terminal illness,
_gg_gg_ﬂ___gggg-;g,§ requiring extraordinary medical

nti x r t_insti nal ipem

MJMWAW
and does not condition the bemnefits or the eligibility for
those benefits upon the receipt of long-term care.

insur

1. Groups other than employer, union, trustee and
association groups. A group long-term care insurance policy may
not be offered to a resident of this State under a group policy
wmwmng_ than _a_._.smp_ng___g_g_pr u
a ri in n 4 1 nion gr ed in
ection 2 r T ri in i 2 r _an
association group as described in section 2805-A unless the
Superintendent has made a determination that the requirements of
this chapter have bheen met,

2 Tr T r long-term re insur m n
be offered to an employee of an employer covered under a group

wmwmwmum

ion 2 if lurali f th mpl mpl r

hi t 1 h inten h m rmination
that the requirements of this chapter have been met.

iation gr ' he followi i

long-term re_insuran i a iation gr
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COMMITTEE AMENDMENT "ff " to S.P. 140, L.D. 376

in her n iation £ mpl r if

plurality of the employer's employees are based _in this

§L1Ji___~Q§i_JLjL~§_Q§LLQLgQQQgL__JBL___QQ____QQLQ_E__QL_Q_
h he requirem £f thi hapter h m

§5074. Disclosure standards for long-term care insurance

The following standards appl to disclosur relatin
long-term re insurance.

1 Discl o h rintendent m rules

r : r : irem :
r rren conditions; n finition £ erms. Rul

pursuant to this section are routine technical rules as defined
in Titl h 7 h r II-A.

been £il with X h ri n T lin
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COMMITTEE AMENDMENT "“// " to S.P. 140, L.D. 376

arrangement, overall abogarance and content, prescr bgd by the

ri n he following in
A A ription f th rincipal nefi n v
provided in the policy or certificate:
ns an
A men f th erm nder which th 1i r
rtifi r h nti n r
i nti includin r T ion in th lic
right han remium Contin ion _ or conversion
provisions of group coverage must be specifically described:
D. A statement that the outline of coverage is a summary
n not a ntrac f insurance, and that the policy or
group master policy contains governing contractual
provisions:
E A ription rms under which th 1i r
certificate may be returned and premium refunded:
F A men wheth h i r rtifi is
i 1ifi £ r £ ral an
indjvidual income taxes: and
A brief ripti f the relationshi £ f car

n nefi

3. Qualification for purposes of federal and state

AM_M_M_M of all long-term care
1n n 1 b 1 1 m .1 o m nen

temen whether th 1i r rtifi ig_intended to
b ifi L 1 indivi incom
taxes,

4. Individual life insurance policy that provides long-term
care benefits. At the time of policy or certificate delivery. a

Mmmﬂwmww
1i rovi 1 rm_car nefi in th 1i by

WWQL_MML&_LM

insurer shall deliver the poli summary upon th 1i

r r rdl he i r 11 mak h
liv n h im £ i liver In
dition t iyin with 11 1i le ¢ iremen

summary also must include:
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COMMITTEE AMENDMENT '/] " to S.P. 140, L.D. 376
A A 1 ion f how h ng- T £i

i r with her mponen £f th 1i includin

B i ration n nefi h £
nefi n h ran d lifetim nefits, if any, for

xclusion r ion nd limi ion n nefi

D. A m indi in whether ng- r
inflation pr Qggg;;g option required by law is available

un i 1i an

E. If applicable to the policy or certificate type, the
summary must also include:

(1) A disclosure of the effects of exercising other
rights under the poligy:

£ ran ng- m
r f insur har : an

rren roj xi ifeti i

_&WWWL&

hi ion m in in i1l ion
_e_qugd_t_o_hﬁ_d_e_l;yg_e_d__u_l_aggg slgn_c_e_th_:hg._llj_gau_a_c.e
policy summary that is required to be delivered accordance
MMMJMME&WL
comparable statutory requirements in any other state.

rtifi long- i A
certificate jissued pursuant to a group long-term care insurance
13 1 is deli 3 i w el - his Stat

m incl :

A.__ A description of the principal benefits and coverage
vided in ti licys

M@.&L&Wﬂ

imi i i h 1i

LLWLJM&LW

1
MMWQ
will r th ifi hol r

cost.
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COMMITTEE AMENDMENT "/7" to S.P. 140, L.D. 376

ng: loOSE

A. Be canceled, nonrenewed or otherwise terminated on the

wwmmw
b 1l health he insur in 1:
B. Contain rovision lishin new waitin ri in
the event existing coverage is converted to or replaced by a
new or other form within the same cgmpgny. except with
r n i i nefi n il
he insur indivi 1l or grou oli lder: or
C. Provi vera for skille nursin car r
rovi ignificantly more covera for skill re i
facgility than for lower levels of care.
2. Preexisting condition. A long-term insuranc olic
r _certifi m i r for pr istin nditions

rdan with the followi

A pol ;Qy or certificate may not defi _£§~,_2~§§nl§§lﬂg
condltlon" in a lnanne ;hg; § more restricti yg ; an th g
£ wing; "Pr n"

which medical advice or tr gg;mgn; was _recommended by or
received from a provider of health care services within 6

months preceding the effective date of coverage of an
insured person.
B. A policy or certificate may not exclude coverage for a
1 nfinemen h i he r 1 f xistin
ndition un h r nfinemen i within 6
months following the effective date of coverage of an
insur rson
. Th finition of "preexistin ition" i ragraph A
does not prohibi n insurer from in n 1i ion form
designed to elicit the complete health history of an
applicant and, on i £ h nsw n
application, from underwriting in accordance with that
ingurer' lish nderwritin ndar Unle
Q@LL&L_MQ_L_L&__MY__Q__M_QQ&L__
reexistin n ion rdl f whether it i e
n i i n r ntil iti
ri ri in ragraph B expires. A 1 ~-term r
insurance 1i r srtifi m n xcl r
waiver r rider £f any kin xcl limit or reduce,
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COMMITTEE AMENDMENT '"7f™ to S.P. 140, L.D. 376

1

coverage or benefits for specifically named or described
E_ﬁﬂn_ﬁi__gﬁ_SLjEEEE&L,JL*_JﬂHﬂSuEL__JELjLibgﬂﬁ__bﬁzggﬂ__th

w in i in ragraph B
Th rintendent m xten he limi ion peri
_JLJL__L~_1Eu3gLi2hi_lL_iBQ_Ji_EALh_JEQQLQ_JZL_EEQQLQJL_QQQ
r i ifi 1i forms upon fin hat
h X ion is i inter h lic.

ng- m r in 1i r rtifi h ntain

provisions regarding prior hospitalization or
institutionalization must comply with the following requirements.

A, A ng- m re i n 1i r
be delivered or issued for delivery in this State if the
policy:

(1) Conditions eligibility for any benefits on a prior
hospitalization regquirement;

(2) Conditions eligibility for benefits provided i g
institutional care setting on the «r ipt of h1 h

f insti i re; or

ndition igibili r_an nefi r than
waiver of premi ~confinemen -acu are or
r rati nefi n rior insti i lization

B. A _long-term care insurance policy or certificate
containing post-confinement, post-acute care or recuperative
benefi m rly 1 1 h limi ions or ition
including any required number of days of confinement, in a
Separate par £ 13 r rtifi ntitl
"Limitations or Conditions on Eligibility for Benefits."

C. A long-term re i ran 1i rtifi ri
iti ligibili f noni i ional nefit

h rior r i £f insti ional re m n r ire a

prior institutional f more than

4 Free- isi A ican -
insurance have the right to return the policy or certificate
within 3 £f i liver n h h remi refun
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COMMITTEE AMENDMENT “/f" to S.P. 140, L.D., 376

if r inati £ th l'c r rtifi he lican
is_no isfi £ ny r A 1 r r inguran
policy or certificate must have a notice prgmem;_y_aa_n;gd_g_
h i r h 1i r in
in icant h igh n_th
oli r rtifi within £ i liver n h
th remi ref i fter examination of th 1i by
certificate, the applicant is not satisfied for any reason.
£i n r ) o n 1 ~term r
nefi An im ng-term r b i h i funde
hrou 1if i ran 1i T ifi h
acceleration h nefit is i nefi n
monthl r b rovi h olicyholder r
certificate holder. The report must include:

A. Any long-term care benefits paid out during the month;

B. An explanati £ changes in the 1i includin

changes in Qgg;h benef ;;5 or cash values, due to long-term
r nefits b t: an

C The £ 1 -term r nefi existin r

s

remaining.

u 1i n rtifi o _Rul r

this subsection are routine technical rules as defined in ;; e
5 h r 37 r I1-A

Thi h r 1i to any policy, <certificate or rider

advertised, marketed or offered as long-term care or nursing home
insur

7 n 11li i

1 P ici r ifi in_ef 1
i r ifi n i f r

_&MM&&_MMME

nsurance policy or certifi r n rwi vali
_o_ng—_t_e_m__*ga_ns__g_mw claim upon a showing of
misrepr n i W m rial h tan for
coverage. ‘
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COMMITTEE AMENDMENT "/7" to S.P, 140, L.D. 376

2 Polici x rtifi in £ for T
months but less than 2 years. For a policy or certificate that
h i r m h 2 r
n i r m r in long-term r insuran lic r
MWMMM_JMQ
laim n howi f misx ion h rial

LLWMM&MM@M
for which benefits are sought.

3. Policies or certificates in effect for 2 years or more.

After 0lj ifi e h been in eff for 2
ear i r rtifi m o h
grounds of misrepresentation alone, The policy or certificate
m b n nly upon howin h in knowingl
and intentionally misrepresented relevant facts relating to the

insured's health,

4. Field-issued policies or cgr;1f1ga§g§, A long-term car
insuranc i r rtificate ma be field-is n
medi r health For th T f thi ion
"field-issued” means a policy or certificate igssued by an agent

X 3rd-par ministrator r n h rwritin
authority granted to the agent or 3rd-party administrator by an
insurer

£ i n i r I n
insurer 1 i nder h long-term r in
policy or r i fi n n r

in if r
i n th h i r
thi i 1 he remaini fi f
1if insur 1i h 1 benefi for 1 - m
care and the remaining death benefits under these policies are
governed by section § 2507 and 2615 relatin
incontestabili
insur In al r ev hi ion 1i 1if
insuran ici r fi for ng- m .
77 N i £i

1 ffer r ir X s provi in i 2
long-term care insurance pgl;_cx_..g__..__gg_tgg_cg_ts__may__gt.__bg
delivered or issued for delivery this State unless the
pgllgyhglge; or certificate holder __Qs__bgs_oiigﬁ_d__t_h_e_qp_t_mn_o_

rch olicy o rtifi h cl rfeitur
benefi ffer of itur nefit m i r
of ri i h h 1] I licyh by

r rtifi holder i n i i h
insurer shall i ntingen nefi n 1l mu
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COMMITTEE AMENDMENT "ﬁ " to S.P. 140, L.D. 376

m il £ ifi ri f time followin
r 13 1 n r 1 -term
insur 1i i 1 h ffer r x in ion 1
must be made to the group peolicyholder. If the group long-term
care insurance policy is issued to a group described in section
2 r inui x retirem ni X
her i m m h
certifi holder
3. Rul T} in 3 hall 3 ] ifyi

f nonforfeitur nefi to be offered as part
of long-term care _insurance policies and certificates, the
;gndargg for nonforfg';g re bgnefi;g g nd the stan Qg Qs regarding

in n r
specified period of g me during Wthh a contingent benefit upon
lapse i ilable he substantial premium r i h
tri r ntingen nefi on la a s! ri in
s ion 1 Rul hi ion by

routine technical rules as defi gd in Title 5, chapter 375,
ubch II-A

§5078. Rulemaking

h ri hal 1 m remi
ad : Lect licyholder 3 Lifi hold .
th n £ ntial r i n ligh minimum
standar for marketi i in n r by
compensation, insurance producer testing, penalties and reporting

. £ ] ~ . Rul Jopted £t
this section are routine technical rules as defined in Title 5,
h r 37 r II-A.
§5079. Penalties

_B_iﬂdml_Q_*QlJﬂuLJﬂLE__232iLL4ﬂiJlAEﬁMBﬂLJHLJL_jLJJLLE_Q_
the laws of this insur by ran r h
violates any requirement of this ghgp;gr or rule adopted pursuant

hi r i r lation of 1 ~term
ingsuran r th in nsuran i fin
of up to the greater of 3 tim h 1 n i
for each poli i in th lation or $1

hi r 1i 1 -ter lici n
certificates issued or deliver in thi n_or fter

licies A . .

January 1 nd remaining i h T
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COMMITTEE AMENDMENT '"/7* to S.P. 140, L.D. 376

t h r iremen ch r h ici n n
certificates issued pursuant to those policies prior to January
1, 2000 continue in effect subsequent to the enactment of this
chapter,

All certificates of coverage i x liver
residents of this State after January 1, 2000 must meet the
r i n £ i r an ny rul e n

hi o r, ex h 1 -term car lici r rtificat
issued pursuant to a provision inclu in 1i roved in
accordance with chapter 68 giving a policyholder or certificate
holder a right to purchase or increase coverage at a later date
may be issued wi nefi consi nt with chapter 68 after
January 1, 2000.'

Further amend the bill by inserting at the end before the
summary the following:

'FISCAL NOTE

The Department of Professional and Financial Regulation will
incur some minor additional costs to adopt rules and administer
the new provisions governing long-term care insurance policies or
certificates issued on or after January 1, 2000. These costs can
be absorbed within the department's existing budgeted resources.

This bill may increase the number of c¢ivil violations filed
in the court system, The additional workload and administrative
costs associated with the minimal number of new cases filed can
be absorbed within the budgeted resources of the Judicial
Department. The collection of additional fines may also increase
General Fund revenue by minor amounts.'

SUMMARY

This amendment replaces the bill and changes the title. The
amendment enacts a new chapter of the Maine Insurance Code, the
Maine Revised Statutes, chapter 68-A to govern individual and
group long-term care insurance policies or certificates issued on
or after January 1, 2000. The amendment is based on a model law
of the National Association of Insurance Commissioners.
Long-term care insurance policies or certificates issued before
January 1, 2000 will continue to be governed by the provisions of
chapter 68 of the Maine Insurance Code.

The amendment requires that certain disclosures relating to
long-term care insurance be made to applicants, policyholders and
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COMMITTEE AMENDMENT "/ /" to S.P. 140, L.D. 376

certificate holders, including a specific disclosure as to
whether the policy or certificate is intended to be qualified for
purposes of federal and state individual income taxes. It
contains provisions regulating the coverage of preexisting
conditions under long-term care insurance policies and
certificates and prescribes standards for policy provisions
relating to prior hospitalization or institutionalization.

The amendment also contains provisions governing
nonforfeiture of benefits and the incontestability of long-term
care insurance policies and certificates. Applicants for
long-term care insurance are also given the right to return a
long-term care insurance policy within 30 days and to receive a
premium refund if the applicant is not satisfied with the policy
for any reason.

The Superintendent of Insurance is required to adopt rules
relating to premium adequacy, premium rates and minimum standards
for marketing, insurance producer compensation and testing,
penalties and reporting practices. The superintendent is also
given authority to adopt any necessary rules to implement various
provisions, including standards for disclosure and loss ratios.
These rules are designated routine technical rules and are not
subject to legislative review before final adoption.

The amendment makes insurers and insurance producers that
violate any provision of chapter 68-A subject to a fine of up to
the greater of 3 times the amount of the commission paid on each
policy involved in the violation or $10,000.

The amendment also adds a fiscal note to the bill.
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