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This Bureau of Insurance (BOI) report is in response to a letter received February 25, 

2016 from the Maine Legislative Joint Standing Committee on Insurance and Financial 

Services (IFS).  As outlined in the letter, this report reviews Maine’s current laws and 

regulations pertaining to Long Term Care (LTC) Insurance; analyzes recent National 

Association of Insurance Commissioners (NAIC) changes to the Long-term Care 

Insurance Model Regulation and the Model Bulletin on Alternative Filing Requirements 

for Long-term Care Premium Rate Increases; and provides recommendations for 

statutory or regulatory action. 
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I. MAINE’S LONG-TERM CARE INSURANCE MARKET

The long-term care insurance market presents many challenges for policyholders, 

insurance carriers, public policy makers, and regulators alike in Maine and throughout 

the United States.   

Companies that began selling policies in the early 1980s in Maine, and nationally, did 

not accurately anticipate future increases in health care costs or sustained low interest 

rates, or the low lapse rates and longevity of policyholders.  These factors became clear, 

when companies eventually began paying benefits, that policies had been underpriced 

for the rich benefits they provided1.  As a result, after years of stable premiums, 

consumers began to see significant rate increases.  These increases have burdened 

consumers who have worked hard and planned ahead, especially retirees on fixed 

incomes. 

Given the factors noted above, the market for long term care insurance dwindled 

rapidly once companies began to pay benefits and accumulate claims experience. A 

survey by America’s Health Insurance Plans in the year 2000 reported that 125 insurers 

were selling long-term care insurance in the United States.   By 2014 only 15 insurers 

sold more than 2,500 individual long term care insurance policies in the United States.2  

Today, there are only ten companies writing individual policies in this market in Maine. 

The failure of companies to accurately project costs and consumer behavior has resulted 

in insolvency for a number of companies.  Prime examples of that are Penn Treaty 

Network America Insurance Company (PTNA) and its subsidiary, American Network 

Insurance Company.  On July 27, 2016 the Pennsylvania Insurance Commissioner 

1
 Long term care insurance is what is known as a “long tail” line of insurance, that is, reserves are 

established and held for the payment of claims many years in the future.  Interest earned on reserves is 
accordingly another important pricing factor for insurers.  

2
 “The State of Long-Term Care Insurance, The Market, Challenges and Future Innovations”, National 

Association of Insurance Commissioners and the Center for Insurance Policy and Research, May 2016, p. 
12.
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petitioned a Pennsylvania court to place PTNA and American Network Insurance 

Company into liquidation.  According to the Petition, it is undisputed that these 

companies are insolvent. “As of May 2016, PTNA has admitted assets of less than $454 

million, liabilities exceeding $4.28 billion, and a resulting surplus deficit of more than 

$3.82 billion. The Company is insolvent by more than $3.82 billion and that insolvency 

will deepen over time.”3 

Maine Long-Term Care Insurance Rate Review 

Maine Rule 420 applies to long-term care insurance policies issued prior to October 1, 

2004.  These products were priced with a minimum loss ratio of 60% (the amount that 

must be spent directly on benefits).   

During the mid-2000s, the NAIC adopted new rating standards designed to encourage 

insurers to set better initial rates, by increasing the standards for insurers to obtain 

subsequent rate relief.  These standards apply to Maine policies issued on or after 

October 1, 2004, as outlined in Maine Rule 425.  These “post rate-stabilization” policies 

are required to have a minimum loss ratio of 85% for future premiums after a rate 

increase.  

Maine has not adopted the most recent model revisions or bulletin, adopted by the 

NAIC on June 10, 2014, however, the Bureau already administratively applies many of 

the concepts embodied in these revisions and carriers voluntarily make filings in accord 

with other NAIC provisions.  Nevertheless, to the extent these revisions are at least as 

stringent as current Maine requirements the Bureau will be proposing amendment to 

existing Rule Chapters 420 and 425 to incorporate them. 

Currently, companies must receive approval prior to increasing rates on long-term care 

insurance policies issued in Maine.  Form and rate filings may be made, at the insurer’s 

                                                           
3
 Only American Network Insurance Company was licensed and did business in Maine. Preliminary 

information suggests that American Network has approximately 50 Maine policies in effect. 
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option, with either the BOI or the Interstate Insurance Product Regulation Commission 

(IIPRC), which has adopted the 2014 revisions to the NAIC model into its review 

guidelines.  Long-term care policies approved by the IIPRC for proposed rate increases of 

15% or more must be reviewed and approved by each compacting state.4 

Those policies that are not under Maine Bureau of Insurance jurisdiction are individual 

policies sold or issued in other states (even when the policyholder later moves to 

Maine), employer group policies issued in other states, and policies approved by the 

IIPRC for proposed rate increases less than 15%. 

For rate filings under Maine’s jurisdiction, Bureau staff carefully review the requested 

increase and then send it to an actuarial consulting firm for independent review.  The 

carrier must provide specific information supporting its rate request.  Companies are 

not permitted to recoup past losses through premium increases.  

The type of review conducted by the Bureau will depend upon whether the filing applies 

to pre or post rate-stabilization policies.  After careful review of a proposed rate 

increase, the Bureau may disapprove a proposed rate increase, approve a lower 

increase, or approve the filing as submitted if actuarially justified. Carriers are 

encouraged to spread larger increases (greater than 15%) over several years – with full 

disclosure to policyholders – in an effort to reduce the impact of a rate increase. 

Most long-term care insurers offer consumers reduced benefits as an alternative to rate 

increases, for both the older legacy policies and the post-stabilization policies.  By 

reducing benefits, such as inflation protection (from 5% to 3%, for example) or lifetime 

payments (to a fixed number of years), a policyholder can often avoid or lessen a 

                                                           
4
 On September 1, 2016, the IIPRC published proposed amendments to nine uniform standards relating to 

long term care insurance.  These proposed amendments may be found at 
http://www.insurancecompact.org/compact rlmkng docket.htm.   
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premium increase.  A contingent non-forfeiture benefit5, available in some instances for 

larger increases meeting a prescribed threshold, allows a policyholder to stop paying 

premiums while retaining benefits – up to the total premium paid-in under the policy.   

STAKEHOLDER INPUT 

The Maine Bureau of Insurance is supportive of creative initiatives that present 

constructive fixes for the long-term care insurance market, such as innovative benefit 

designs and pricing structure, and is continuing to actively explore these ideas with 

stakeholders on both a state and national level.   

The Bureau held a public forum on long-term care insurance May 9, 2016 at the Augusta 

Civic Center, which was available via live-stream over the internet.  Written 

presentations and statements as well as the webcast recording are posted to the 

Bureau’s website.6  The forum featured Bureau presentations about the rate review 

process, Maine’s Long-Term Care Insurance Partnership Program7 and new claims 

processing requirements. Consumers submitted written and in-person comments about 

their experiences as policyholders. Individuals representing the insurance industry, 

MaineCare, and consumer advocate organizations presented their views on the 

challenges presented by the long-term care situation in Maine. 

On a national level, Maine is a member of the NAIC’s Senior Issues Task Force and its 

Long Term Care Innovation Subgroup.  The goal of the Subgroup is to develop 

actionable, realistic policy options that will increase the popularity of private insurance 

                                                           
5
 A nonforfeiture clause is a clause in an insurance policy that allows for the insured to receive all or a 

portion of the benefits or a partial refund on the premiums paid if the insured misses premium payments, 
causing the policy to lapse. 
6
 http://www.maine.gov/pfr/insurance/LTC/Long Term Care Webcast.html  

7
 Maine’s Long Term Care Partnership program is intended to reduce reliance on MaineCare as a funding 

vehicle for long-term care costs. It allows purchasers of qualifying partnership program policies to retain 
assets in the amount of paid out policy benefits, thereby increasing MaineCare eligibility spend-down 
thresholds.  
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and provide additional asset protection options for more middle-income Americans, 

using potential product modifications and appropriate incentives.8 

Below, in brief, are some of the ideas presented to the Subgroup that will be considered 

moving forward.  

Innovation 

 Policies that have simpler benefit choices, standardized benefit packages,

standardized definitions and exclusions, and more affordable options.

 “Retirement LTC insurance” – a product lower in cost, designed to cover 2-4

years of benefits after a deductible or exclusion period is met, and includes

coinsurance.  Funds may be used from retirement accounts to pay premiums and

early withdrawals would be penalty free.  Standard inflation protection would be

updated annually, non-level premiums would be updated for growth in the

Consumer Price Index, and carriers would be required to revise premiums up or

down every three years, based on actuarial assumptions.

8
 More specifically, the Innovation Subgroup has the following 2016 Charges: 

- Examine the future of financing long term care given the significant impact of long term care
costs on state budgets through state Medicaid programs, including an assessment of the role the
private market should play.

- Review the number of alternative products structures being developed and, in some cases, sold
by companies (i.e., LTC/life combination products, term products, and universal LTC policies).
Consider whether these are viable alternative products and what other types of products may
assist in financing long term care costs. This does not include examination of rating issues facing
the legacy long-term-care insurance products.

- Examine whether amendments are needed to current NAIC models or regulations, whether there
is a need for new models or regulations to accommodate a changing market, or whether federal
action may be necessary and should be encouraged.

- Discuss the legal and regulatory barriers that may need to be overcome to improve the
functioning of the private long-term care insurance market to assist in financing long term
care needs.

- Consider the pricing issues with any potential new long term care financing products and
whether the pricing of these products creates a stable market.

- Work with private insurance companies, consumers, and consumer advocates about the
future role of insurance in financing long term care given the history of long term care
insurance over the last few decades, including the role they see for the private market and
the types of products that are most appealing to them.
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 “Term funded product” - premiums would gradually rise until a set age and then 

level off.  

 Develop a high deductible LTC insurance product (with a longer-than-typical 

waiting period).  

 Index LTC insurance premiums and benefits, reducing inflation risk and the initial 

reserves necessary for companies to start offering LTC insurance.  

 Allow Medicare Supplement Insurance carriers to include long-term care 

coverage, as an option for consumers.  

 “Family Long-Term Care Account” – an individual or family savings product 

designed with a long-term care insurance element added.  

 Design a LTC insurance policy that “looks like” a health insurance policy (high 

deductible, coinsurance, tax-advantaged savings fund that accumulates over 

time, out-of-pocket maximum, provider networks, integration/coordination with 

all providers).  

Affordability and Availability  

 Provide incentives to employers who sponsor retirement plans to also offer LTC 

insurance on an opt-out basis.  For example, employers who offer LTC insurance 

might be offered a safe harbor (to limit fiduciary liability) and expanded “catch-

up” contributions if the employer automatically enrolls employees (who would 

have the ability to opt-out).  

 Permit retirement plan participants (ages 45 and older) to make a distribution 

from a 401(k), 403(b) or IRA to purchase LTC insurance with no early withdrawal 

penalty.  

 States could offer LTC insurance to public employees.  

 Allow LTC insurance to be sold through state and federally operated online 

health insurance marketplaces similar to those operated for medical insurance 

under the Affordable Care Act.  
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 Allow federal tax deduction up front (rather than for expenses over 7.5% of AGI) 

each year a LTC insurance policy is in force.  

 Allow more flexibility in plan design regarding inflation protection, including an 

option of no inflation protection for partnership qualified plans.  

 Permit LTC insurance to be available for purchase through cafeteria plans.  

 Consider elimination of the requirement to offer a 5% compound benefit 

increase option.  

 Consider making shorter-term maximum benefit plans (<1 year) tax qualified, to 

allow market expansion through lower-priced, shorter duration products that 

may fill a gap for consumers.  

Other  

 Clearer regulatory guidelines regarding rate increases might attract companies 

back into the private LTC insurance market.  

 Consider developing a multi-state reinsurance pool as a backstop. Fund the pool 

through a small assessment on each insurer to offer protection to the industry, 

while potentially lowering premiums.  

 Promote consumer education regarding the importance of planning for LTC 

needs, and options for financing LTC.  NAIC should create and make available to 

all public and private outlets one or a series of standardized and generic 

educational presentations that could be used by states, employers, agents and 

others.  

 Make LTC insurance training part of a producer’s general life and health 

insurance training.  

 Consider retooling and rebranding private LTC insurance; it’s not nursing home 

insurance any more but maybe it shouldn’t be LTC insurance either.  

 Reexamine the amount of disclosure a consumer receives at the time of sale to 

ensure that key messages are not lost in the extensive required disclosures.   
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III. ANALYSIS 

Analysis of Current Maine Statute and Regulations Compared to the NAIC Model 641 

Revisions 

Revisions to NAIC Model 641 (Appendix B) were adopted by the Health Insurance and 

Managed Care Committee of the NAIC on June 10, 2014.  The changes to the model 

regulation include: 

1.  For initial rate filings, Section 10 of the revised model requires a 10% 

minimum composite moderately adverse experience (MAE) margin.  The 

model previously did not stipulate a minimum.   The new 10% minimum 

margin encourages more conservative pricing to reduce the need for future 

rate increases. While the minimum is not explicitly required by Maine’s 

regulations, many carriers are including it in their initial rate filings. However, 

the Bureau does not allow it to be as justification for subsequent rate 

increases.  

2. Section 15 modifies reporting requirements to require the insurer to submit 

an annual actuarial certification to the Bureau attesting to the sufficiency of 

the current premium rate structure.    This requirement applies to newly 

issued policies and annually, thereafter.  This annual review of claims 

experience by an independent actuary is intended to encourage an insurer to 

file a rate increase when needed, rather than delay the request, which could 

result in a larger rate increase later.  The effect of delaying a justified 

increase for several years raises the amount that can be justified, so it is in 

the best interest of both carriers and consumers to implement them as they 

are needed.  Maine currently requires carriers to annually certify premium 

sufficiency after a rate increase for post-rate stabilization policies but only for 

three years.  The Bureau will be proposing to adopt this change. 
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3. Section 20 loosens certifications requirements to permit the regulator to

consider and approve a rate increase that is lower than required under the

rate-stabilization requirements.  The drafting note in this section also

indicates that, in lieu of a large increase, a series of smaller increases

implemented over time are permitted.  In general, consumers who have filed

long-term care increase complaints have stated that they prefer several

smaller rate increases over time rather than one large rate increase. A

revision was made to the premium rate schedule increase section to allow an

insurer to request a lower rate increase than otherwise required by their

premium sufficiency certification to accommodate multiple smaller

increases.  The Bureau has been accepting lower rate increases under the

Superintendent’s discretion, with disclosure to the policyholder that future

rate increases could be needed.  The Bureau also already encourages

phased-in increases for large rate approvals, but will be proposing to adopt

the change to codify the practice.

4. Section 20.1 increases the minimum loss ratio requirement for post-rate

stabilization blocks of business.  The previous model had a 58% minimum

required loss ratio for past premium and claims when an increase is

proposed.  The revision increases the minimum past claim to premium loss

ratio for post-stabilization policies to the greater of (1.) the original 58% or

(2.) the target loss ratio established by the insurer in their initial rate filing for

the block of business.9  Maine currently holds carriers to this standard as part

of the rate review process; however the Bureau will be pursuing its formal

adoption by regulation.

5. Section 27 strengthens consumer disclosure requirements at the time of a

rate increase by requiring that the policyholder notice include an offer to

9
 An 85% lifetime loss ratio requirement also applies prospectively to the blocks of business with rate 

increases. Thus, post rate-stabilization blocks of business, which have been affected by rate increases, are 
subject to a higher dual loss ratio requirement. 
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reduce benefits and the effect of reducing benefits for partnership policies.  

The Bureau already requires this as part of the rate review process.10 

6. Section 28 reduces contingent nonforfeiture benefit triggers for older pre-

stability policies; and for policyholders with issue ages of 54 and younger. It 

lowers the rate increase trigger of cumulative rate increases from the current 

110 - 200 percent to 100 percent.  Maine already requires a contingent 

nonforfeiture benefit for pre-stability policies similar to the NAIC’s provision 

for post-stability policies, and many carriers voluntarily offer the limited 

contingent nonforfeiture for large rate increase requests.  The model 

changes could aid more consumers who decide to let their policies lapse 

following a rate increase, by providing an opportunity to receive a paid up 

coverage benefit. The Bureau will be proposing this change.  

Analysis of Current Statute and Regulations Compared to NAIC Bulletin  

Model Bulletin: Announcement of Alternative Filing Requirements for Long-Term Care 

Premium Rate Increases was adopted by the NAIC on June 10, 2014 (Appendix B).    The 

provisions suggested in the bulletin include: 

Approval of Rate Increases: The first section of the bulletin that addresses rate increases 

discusses a review of actuarial assumptions to determine if rate increases are necessary.  

This section allows the state to charge the insurer if the state uses an independent 

actuary to review the assumptions.  The Bureau currently contracts with an 

independent actuarial firm to review actuarial assumptions but does not pass the cost 

on to the insurer.  

The following portion of the rate section provides that either: (1.) the entire requested 

increase be approved with no further increases for three years, or (2.) there be a series 

                                                           
10

 Model consumer disclosure requirements associated with long-term care insurance rate increases are 
currently under review by the NAIC’s Long-Term Care Consumer Disclosure Subgroup of the Senior Issues 
Task Force.  
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of scheduled rate increases that are actuarially equivalent to the single amount 

requested.  The Bureau currently encourages phased-in increases when the request is 

greater than 15%.   

Requirement to Administer Contingent Benefit Upon Lapse: This requirement applies 

the contingent benefit upon lapse to pre-stability policies.  It also requires that increases 

meeting the minimum contingent benefit upon lapse threshold be treated as triggers 

whether the rate is implemented all at once or whether phased-in over time.  Maine’s 

Rule 425 already requires these provisions.    

For policies that have been in force for twenty years or more, consistent with the 

Bulletin, the Bureau will propose to require the insurer to provide the contingent 

benefit upon lapse benefit.  For any policies not in place for twenty years any 

percentage value in excess of 100% would be reduced to 100%.  These changes could 

provide more consumers who decide to let their policies lapse following a rate increase 

with an opportunity to receive a paid up coverage benefit. 

Policyholder Notification of Premium Increase:  This section requires the insurer to file 

the premium increase notification letter with the Bureau with the premium increase 

filing request and stipulates what should be stated in the letter.  Maine already requires 

the policyholder notification letters to be submitted prior to approving a rate increase, 

and staff review the letters for compliance with the model law.  (The Bureau is a 

member of the NAIC subgroup reviewing suggested disclosures for policyholder 

notices.) 

Application of New Loss Ratio Standards: This section requires the use of the 60%/80% 

dual loss ratio for pre-stabilized rate policies, with the 60% requirement applied to the 

initial filing and the 80% applied to subsequent increases.  Maine already has more 

stringent dual loss ratio requirements for pre-stability policies requiring 60%/85% loss 

ratios and adjustment of past premium increases back to the initial basis to prevent 

insurers from recouping past losses. 
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Consideration of New Approaches: This section encourages consideration of other 

options that may be available to policyholders to mitigate the impact of rate increases. 

The Bureau continues to seek stakeholder input to long-term care insurance problems. 
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CONCLUSION 

Many challenges confront the ongoing viability of long-term care insurance as a 

meaningful component of financing long term care.  The Bureau of Insurance is actively 

engaged on a state and national level in the effort to seek solutions to these challenges. 

There are some provisions in the 2014 revisions to the NAIC Long-term Care Insurance 

Model Regulation and the Model Bulletin on Alternative Filing Requirements for Long-

term Care Premium Rate Increases that could be beneficial to consumers and enhance 

state uniformity for rate review. Although Maine has administratively incorporated 

many of these provisions into the current rate review process and carriers are 

voluntarily abiding by others, the Bureau will be proposing amendments to existing Rule 

Chapters 420 and 425 to incorporate the 2014 model and bulletin provisions – except in 

instances when the current Maine rules are more stringent than the Model.  

Some further reading on challenges and possible solutions for the market include: 

 The NAIC’s Center for Insurance Policy and Research May 2016 publication: “The 

State of Long Term Care Insurance, The Market, Challenges and Future 

Innovations”.11  This study of the national market has twenty-one authors 

representing industry, consumer advocate, academic and regulatory interests.  . 

 The NAIC’s Long-Term Care Actuarial Working Group Pricing Subgroup’s 

September 2016 survey of state long term care rating regulations and practices.  

Forty-nine states, the District of Columbia and the IIPRC responded.  The survey 

results are contained in the Appendix to this Report.  

                                                           
11 As October 2016 this study may be found online at 

http://www.naic.org/documents/cipr current study 160519 ltc insurance.pdf.   A disclaimer notes that 
this study represents the opinions of the author(s) and is the product of professional research. It is not 
intended to represent the position or opinions of the NAIC or its members, nor is it the official position of 
any staff members. Any errors are the responsibility of the author(s). 
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Draft: 7/24/ 14 
Rel'istons to A lode/ 6.J I 

N/\ IC Proceedings- Summer 20 14 

1\doptt:d by the Health Insurance and Managed Care (B) Commiuee. 6/ 10/14 
Adopted hy the Senior Issues (8) T:~sk Force. J/29/14 

Underlining nnd overstrikes show the chnngcs from the existing model. 

Attachment Twn 
Ex~cutiv.: (EX) Committee nnd Plenary 

8/ 19/ 14 

LONG-TERM CARE INSURANCE MODEL REGULATION 

Table of Contents 

Set:tion 4. 

Section 10. 

Section 15. 

Section 19. 

Section 20. 
Section 20. 1 

Section 27. 
Section 28. 

Section 4. 

...... 
Delinitions 

• •••• 
Initial Filing Requirements 

... .... 
Reporting Requirements 

• •••• 
l.oss Ratio 

• •••• 
Premium Rate Schedule Increases 
Premium Rate Schedule Increases fo r Policies Subject to Loss Ratio Limits Re lated to Original Filings 

41**** 
Right to Reduce Coverage and Lower Premiums 
Nonlorfciturc Benelil Requirement 

• •••• 
Definitions 

For the purpose of this regulation, the terms "long-term care insurance." ··qualified long-term care insurance." "group long
term care insurance,'' "commissioner,'' "applicant." "policy" and "certilieale'' shall have the meanings set lo rth in section 4 or 
the NAIC Long-Term Care Insurance Model Act. In addition. the fo llowing definitions apply. 

Drafting Note: Where the word ··commissioner" appears in this regulation. the :lppropriate designation lor the chief 
insurance supervisory official of the state should be subst ituted. To the extent that the model act is not adopted, the full 
definition of the above terms contained in that model act should be incorporated into this section. 

A. "Ben~ fi t trigger··. lor the purposes of independent review. means a contractual pmvision in the insured's 
policy of long-term care insurance conditioning the payment of benefits on a determination of the insured's 
abi lity to pcrtorm activities of dai ly living and on cognitive impairment. For purposes of a tux-qualified 
long-term care insurance contract. as defined in 5.Section 7702B of the lnh:rnal Rewnut: Code of 19&6. as 
amended. "benefit trigger" shall include a determination by a licensed IH:a lth care practitioner that an 
insured is a chronically ill individual. 

Drafting Note: This definition is not intended to be a required definitional element of a long-term care insurance policy. but 
rather intended to clarify the scope and intent of s~cction J I . The requirement for a description of the benefit rriggcr in the 
policy or certificate is currently found in sSeetion 8. 

B. ( I ) ''Exceptional increase" means only those increases filed by an insurer as exceptional for which the 
commissioner dclermim:s the need lo r lh<.' premium rate increase is justified: 

(a) Dut: to changes in laws or regulotiuns app licable tu lung-term care coverage in this stale: 
or 

0 2014 National Association of Insurance Commissioners 
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Attachment Two 
Executive {EX) Committee und Plenary 

S/191!4 

{b) Due to inc reused and unexpected utilization thnt atTects the majority of insurers of similar 
products. 

(2) Except as provided in ,S.scetion~ 20 and 20.1. exceptional increases are subject to the same 
rcquireml:nts llS other premium rate schedule incre~:~ses. 

(J) The commissioner muy request a rt:view by an independent uctuary or a rrolessional actuarial 
lwdy of the basis for a request that an in!.:reuse be consid!.:red an excertional increase. 

(4) The commissioner, in determining that the necessary bi:lSis /Or an e.xceptional incrense exists, shill! 
also determine uny pol!!ntial otTsets to higher claims costs. 

Drafting Note: The commissioner may wish to review the reque:1t with other commissioner$. 

C. "Incidental," as used in ,S-section.s, 20J nnd 20.JJ, means thut the value of the long-term care benefits 
prtwided is less than ten percent (I 0%) oft he total \'i:!lue of the bcnelits provided over thl: !ile olthc policy. 
These V<1lucs shall be measured as of the dntc of issue. 

Drafting Note: The phrase ;'value of the b~nefits" is used in de lining ''incidentol" to make the definition more gcner<1l!y 
applicable. In simple cases where the base policy and the long-term care benefits have separately identifiable premiums, the 
premiums cun be directly compared. In other cases, annual cost of insunmce charges might be available for comparison . 
.Some cuses may involve comparison of present vuluc of benefits. 

D. "lndcpt!ndent review organization" means an organization thot conducts independent reviews of long-term 
care benefit trigger decisions. 

E. "Licensed heHlth cure professional" means an individual qualified by education and experience in an 
appropriate field, to dctcnninc, by record review, an insured's actual lunctional or cognitive impninnent. 

Drafting Note: For purposes oCs:'icction 31, it may be nppropriate for certain licensi.:!d health cQre professionals. such as 
physical therapists, occupntional thernpists. neurologists, physical medicine specialists, nnd rehabilitation medicine 
spcci~:~Jists. to review a benefit trigger determination. However, some of these health care professionals may not mct!t the 
definition of a licensed health care practitioner under-s~ection 7702B(e)(4) of the Internal Revenue Code, For tax-qualified 
long-tenn care insurant!e contracts, only a licensed health care prolessional who meets lhe delinition oJ'a licensed health care 
practitioner may cenify that an individunl is n chronically ill individual. 

r-. "Quulifled actuary" means a member in good standing oftht! American Acad!!m)' of Actuaries, 

G. "Similar policy lhrms'' means ull of the long-term care insurance policies and certificates issued by an 
insurer in the same long-term care benefit classification as the policy tbrm being considered. Certificates 
of groups that meet the definition in [insert reference to -s.S,ection 4E(l) of the NAIC Long-Tem1 Care 
Model Act] are not considered similar to ccrtiticates or policies otherwise issued as long-term care 
insurance, but are similar to other comparable certificates with tht: same long-term care benefit 
classifiCations. For purposes ol' determining similar policy !Orms, long-term care bene !it classilications are 
detincd as tO I lows: institutional long-term care benefits only, non-institutional long-term care bcncJ-its only. 
or comprehensivt long-term care benefits. 

Section 10. 

A. 

fnitial Filing Requirements 

This section applies to any long-term care policy issued in this swte on or after [insert date that is 6 months 
after adoption orthe amended r!!gu!Htion} except that Subsection 8{2)fdl and Subsection 8(3) applv to anv 
long-term cure policy issued in this state on or after [insert date that is six (6) months after adoption of the 
amtn.ded ree:ulationl. 

© 2014 Na1ional Associmion of Insurance Commissioners 2 

Regulator Use Only 
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Executive {EX) Committee and Plenary 

S/19/14 

B. An insurer shall provide the infOrmation listed in this subsection to the commissioner [30 days] prior to 
making a long-term c<~re insurance form available for sale. 

Drafting Note: States should consider whether n time period other than JO days is desirable. An alternative time period 
would be the time period required for policy form upproval in the. applicable state regulation or law. 

(1) A copy of the disclosure documents required in Section 9; and 

(2) An actuarial certification consisting of at least the following: 

(a) A statement that the initial premium rate schedule is sufficient to cover anticipated costs 
under moderutely adverse experience and that the premium rate schedule is reasonubly 
expl.!cted to be suslilinable over the !iJ'c of the lbrm with no futurl.! premium incn.:ascs 
anticirated: 

(b) A statement tho.t the policy design and coverage provided have been rc:vicwed and taken 
into consideration; 

(c) A statement that th~ underwriting and claim5 adjudication procc5ses have heen reviewed 
t:~nd taken into consideration: 

{d) :\ esAlfJ[I:!te deserifJtie~thi:! l=lasis fer eofltraet ressFOI:!S tAat ar~aw-fl.-.te.-.B~ 
~ f'erm. t8 int:IH6e: 
A statement that the premiums contain at !cnst the minimum murein for moderately 
adverse exPerii:nce defined in (i) or the specification of and justification for a !ower 
marein as required bv (ii). 

(i) ~~latiens ~rs"idea s~j>Me 
Eleftetffin-e+-tfle..resero'e 3R'Hmnts te l=le be lEI; 
A comnnsite mare in shall not be less thnn 10% of lifetime claims. 

(ii) A-£'."'·''·"''·''- •.ha•, lh' assum~lier.s """ fur ros~oBiaie roa.;tma\JI' ntargiw.; 
fttr-a4-w~f3~ 
A comrosite mare:in that is less than 10%, mav he justified in uncommon 
cireumstances. The proposed amount. full justificiltion of the proposed ilmount 
and methods to monitor developing experience that would be the basis for 
withdrawal ofaprroval for such lower margins must be submitteJ. 

(iii) ,\ swtement tRat tAe net "Hll:latien [3FBIHil:lm fer rent! rd :·ears He2s not incre:a.:e 
(e:::.:e~t fur attainecl aee rath:g , ·h~re [3eFAlitt~8); and 
A composite margin lower than otherwise considered appropriate fbr the stand
alonl.! long-term care policy mav be justified for long-term care benefits 
provided throu2.h a life policv or an annuitv contract. Such lower composite 
margin. if utilized. shall be justified bv appropriate actuarial demonstmtion 
addressing margins and volatilitY when considering the entiretv of the product. 

D•·aftino Note: For the justification required in (iii) above_ examples or such considerations. i!'applieablc to tile nroducl und 
companv, mieht ht= found in Societv of Actuaries research studies entitled ··ouamit1cation of the Natural Hedge 
Characteristics of Combination Life or Annuity Products Linked to Long-Term Care Insurance" (20 I 2) and ••Understanding 
the Volatility of Experience and Pricine Assumptions in Lone:-Term Care Insurance Programs" (20 14). 

Civ) ,\ statement that the tlil'ferentle batwet.~ anEI tAl:! Ai:!l .. ah:mtion 
[3F<!A'liHH'l fer renev·al .:eaFS is sl::lftiEiElAt te ee.rar enfleeteel reRewal e;;13eRses; er 
ir sueA a statt:ment cannet Be n1aEle, a r;emFJleL.• Heserij'ltien e r tl1c sitHnlitHTS 
" 1here this Ele~:~s Ret s.::e::~r; 
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A greater mnrgin may be appropriate in circumstances where the cornpunv has 
less credible experience to support its assumptions used to determine the 
premium rates. 

Drafting Note: Actual mare:ins may be included in several actuarial assumptions (e.l!. mortalitv. lapse. underwritinl! 
selectiOn wear-oft: etc.) in addition to some of the margin in the morbidity assumption. The composite margin is the total or 
such margins over best-estimate assumptions . 

.g.FRftiR~=- !"'ste1 \\'Aen tft~ Elirraened Betv·een tAe gross weffiium anEI rAe rene·; a! net valuatien flFemimns is not Sl:lffieient ta 
co· er e:<j')eck~l rene'"tll ;m~enses, tAe Elescrij3tian J3rG"hieEI ct:ml6 EleffiERstrate tAt! t:·J3e <mEl lew! af cAanc;e in tRe reser ·e 
ass~:~mptions that ,.oulE:I Be neeessary fer the Elifferenet? to Be suffieient. 

(c) (i) 

ft-) ,In aggregate ~istri8l:lli-efl.-e..Hlitft€.it~Sti<JS 1nay Be usee as lf:lRg as 
t-fl.e-...ttn-00-J: I: · i ng grfl ss [3 re IH i-!:l·R¥.T-+1*1i-A-!il.ffi.---.a---r~ 8 I:· N'lRS i st e n-t 
r0lati ansl=ti~; 

(II) lr lhe gross ~r~rRiHA'!$ Fer eeriain ag~ gnHI[35 HfJfHlHF toe~ inconsistent 
vrH-R-t+ti~tF\ffiT!Jnt, tHe C81l'lmissien2F ma:· r~tjuest a 6eml'-HSB'a-t-4m 
unEier Subsastion G haseEI en a stanEian:i age-4i-s-t-r-i.fmtien; am! 

A statement the~t the premium rate schedok: is not Jess than the premium rate 
schedule for existing similar policy !Om1s also available from the insurer ~xcept 
!Or reasonable differences attributnble to benefits: or 

(ii) A comparison of the premium scheduks tor similar policy forms th"' are 
currently avnilnble from the insurer with an explanation oftllc differences. 

Drafting Note: In the event a series o!' incrc<1ses is be in». applied to nnothcr policv form. intermediate premium levels arc not 
to he used _in this comparison .. 

Drafting J"'ote: ft is not expected that the insurer will need to provide a comparison of every age and set of benefits, period of 
payment or elimination period. A broad range of expt:eted combinntions is to be providt:d in a manner designed to provide a 
thir presentntion for review by the commissioner. 

(t) A statement thHt reserve requirements have been reviewed and considered. Support for 
this statement shall include: 

(il Sufficient detail or sample calculations provided so ns to have a complete 
depiction of the reserve amounts to be ht:!d: <1nd 

Ciil A statement that the diffCrencc between the gross premium and the net valuation 
rn:mium for renewal venrs is sufficient to cover expecteU renewal expenses: or 
if such a statement cannot be made. a comrlcte description of the situations 
where this does not occur. An aggrei!Hle distribution or anticipated issut!s mav 
be used as Ion!! as the undcrlving gross premiums maintain a n::asonablv 
consistent relationship. 

(]) An acruarinl memorandum prepared. dated and si~:.mcd by the member of the Academy or 
Actuaries shall he included and shall address and support each sreci!ic item required as part of the 
actuarial certificn.tion and provide at least the following information: 

(a) An explanation or the review perfOrmed by the actuarv prior to making the statements in 
Paraeraph C2l(b) and (c), 

{b) A complete description of pricing assumptions: and 
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(c) Sources and levels or margins incorporated into the gross premiums that arc the basis for 
the statement in Paragraph (2)(a) of the actuarial certification and an explanation of the 
unalvsis and testing perfOrmed in dctenninine the surticiencv ol'thc mare ins. Deviations 
in margins between <Jges. sexes, plans or states shall he clear\v described. Deviations in 
margins required to be described are other than those nroduced utili?.ing L!Cncra\Jy 

accepted actuarial methods l'or smoothing and interpolating eross premium scales.· 

(c.]) A demonstration that the ~rross premiums include the minimum composite margin 
specitil!d in Paragraph (2){1..1). 

C. ( 1) TAe r:e1mrtissien8-f--ffia~St .aH aetHarial ElemAHStratien that 8enelits are rc?asonaBle in re!atien 
to flF~n1i1:1n1s. T!12 a:H:larial Elc?I7H1n~tratiBn ;hall imdHElt~ either weRliHm an8 elaim ~?:flerienec? Elll 

s+fltH.a.F....tl~-4Fm-s,-a-Eljttst-o.Q--ffir any flF~Itliiim or l?erwlit EliiTuent<!S, rele"Hnt HAt! ererJil:t~ 

fre-Fn..e.tfler stt1tlies, ar BetA. 
In anv review of the actuarial certitication and actuarial mt!morandum. the commissioner mav rcqm:st 
review bv an actuary with experience in lone-term care pricine who is independent of the companv. In the 
event the commissinm:r asks lOr additional infonnation as a result ol' anv re\·iew the neriod in Subsection 
B does not include the neriod durin!! which the insurer is prcpnrin2 the requested information. 

Drafting Note: The commission~;:r may i:!CCept a revii!W done lbr another smte or states if such review is for the same oolicv 
form or where anv differences in benefits and premiums nrc not m<Jtcrial and such review was completed \\'ithin ciehtccn 
months of the date or the actuarial certification in Subsection 8(2) above. 

{-2) lA the er~11t tiN eemmissiGner as!:.:; fer aBElitiGAal iAH:lrmatiBA--UA-El-e-r-t-J:H..:;-rrrB-"isieA. tAe-[JerieEi iA 
£u8s~:don 13 cle~.i ROt ineltJde the? fl~FioEl- r;lurifl,; "'hh:A tAL' insurer is j31"~13arinc. tl1~ r~EjlltiSt~rJ 

information. 

-~-A:ing ~--ate: The eom~"Lf-fHay "'is~: to fla"o th~ aetHarial ElemeAstratien rG¥iewee-fry-an imleflaHEk!-!H--a€fttar-y-i-R 
tAes~ iflStanee-s--where 0'1e ElemeRstratieA Seas net aEIElres.; fHII~tte-SHB-As tAat trigger~Ei tAe F~f!H~.>t fer tAe estuarial 
ElemDAStration. 

Section IS. 

A. 

13. 

C. 

D. 

r-. 

Reporting Requirements 

Every insurer shallmnintflin records for each agent of that agent's amount ofreplr~ccmcnt soles as a percent 
of the ugent'::; total annual sale:; nnd the amount of lapses or long-tenn care insurance policies sold hy the 
ngent ns a percent of the agent's total annual sales. 

Every insurer shull report annually hy June 30 the ten percent (10%) of its agents with the greatest 
percentages of lapses and replacements as measured by Subsection A above. (Appendix G) 

Repm1cd replacement and lapse rates do not alone constitute a violation of insurance laws or necessarily 
imr!y wrongdoing. The re pons are for the purpose or reviewing more closely agent -uctivities reg(lrding the 
sale of long-term cnre insurance. 

Every insurer shall report annually hy June 30 the number or lapsed polides ::IS a percent of its total annual 
sales and as a percent of its total number of policies in force as of the end of the preceding cnlcndur year. 
(Appendix G) 

Every insurer shall report. annually by June 30 the number of replacement policies sold as a percent or its 
totala.nnul:ll sales and as a percent oJ' its total number of policies in force as of the pn:ceding calendar year. 
(Appendix G) 

Every insurer shall report annually by June JO. for qualified long-term cure insurance contructs, the number 
ol" claims denied for each class or business, e;.,:pressed as a percentage or claims denied. (Appendix E) 
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G. ror purposes of this section: 

( 1) ''Policy" means only long-term care insurance; 

(2) Subject lo Parugraph (3), "cl!:lim" means a request for payment of benefits under an in rorce policy 
regardless of whether the benefit claimed is covered under the policv or any terms or conditions of 
th~ policy have been met; • 

(3) "Denied" means lhe insun::r reruses to pay a claim for any reason other than !'or claims not rnid for 
fi:lilure to meet the waiting period or because ofun applicable preexisting condition: and 

(4) "Report" means on a statewide basis. 

H. Reports required under this section shall be filed with the commissioner. 

!. A.nnual rate cenification requirements. 

(J) This Subsection applies to any long-term care poliev issued in this state on or after !insert date that 
is six (6} months after adoption of the amended regulation]. 

(2) The following nnnual submission requirements npply subsequent to initial rntc filings fOr 
individual long-term.care insurance policies made under this section. 

(a) An actuarial certification prepared. dated and siencd bv n member of the American 
Acadcmv of Actuaries who provides the information shall b~ included and shall nrovidl! 
at least the followine information: 

(i) A statement of the surticicncy ofth~ current premium rate schedule includine: 

(1} For the rate. schedules current!\' marketed. 

a. The premium rate schedule continues to be sufficient to cover 
anticipated costs under modenltelv advl!rse experience und 
that the premium rntc schedule is rcusonablv expected to he 
sustainable over the liiC of the form with no future premium 
increases anticipated· or 

b. If the above statemt!nl cannot he made a stutement that 
mnre.ins for moderatch• adverse experience mav no lonecr be 
sufficient. In this situation. the insurer shall nrnvide to the 
commissioner. within sixtv (6()) davs of the date the actuarial 
certification is submitted to the commissioner. a plan of 
action. including a time frame. for the re-establishment of 
adequate nmrgins for modcrutch· adverse experience so that 
the ultimate premium rate schedule would be reasonahlv 
t!Xpected to be sustainable over the future life of the form with 
no future premium increases anticipated. Failure to submit a 
nlan or action to the commissioner within sixtv (60) davs or to 
complv with the time frame stated in the plan of action 
constitutes grounds for the commissioner to withdraw or 
modit)' its approval or the J"orm for nuurc sales pursuant to 
!Reference State fbrm aoproval aurhoriD' and administrative 
nrocedures ru/esl. 

CCl20 14 National Associotion of Insurance Commissioners 6 

Regulator Use Only 



3-22 NAIC Proceedings- Summer 2014 

Attachment Two 
Ex{.!cutivc (EX) Committee and Plenary 

8/19/14 

Drafting Note: ln accordance with the unticipatcd changes to Section 10. in situations where the orcmium rates have been 
apnroved with Jess than the normal minimum margin for moderate IV adverse experience. anv adverse e:-.:perience should be 
reviewed to determine irthe lower margins can be continued for new business. 

(!J) For the rate schedules that are no longer mnrketed. 

a. That the premium rate schedule continues to be sunicicnt to 
cover anticipated costs under best estimate nssumntions: or 

b. Thm the premium rat(.;' schedule mav no longer be sufficient. 
In this situation. the insurer shall provide tn the commissiont!r. 
within sixty C60) days of the dme the actuarial certification is 
submitted to the commissioner. a plan of action. including n 
timl! frame. for the n.:-establishment of adegm:ltc mandns for 
moderately adverse cxncricncc. 

(ii) A description of the review performed that led to the swtcmcnt. 

{b) An actuarial memorandum dated and signed by a member of the: ;\mericun Acadt!nw uf 
Actuaries who prepares the intOrm<~tion shall be prep<~rcd to support the actunrinl 
certification and provide at least the following information: 

(i) A detailed explanation of the data sources and review ncrformcd by the nctuary 
prio.r to making ~he st~tement in Pam graph (])(a). 

(ii) A complete description or experience assumptions and their relationship to the 
initial pricine assumotions. 

Dr~ fting Note: /\SOP No. 18, thc NAIC Guidance Manual (or the Rating Aspects oOhe Long-Term Care Insurance Mode! 
Regulation nnd the Acudcmv ol' Actuaries Practice Note "Lone-Term Care lnst1rancc, Complinncc with the NAJC Lone
Term Care Insurance 1\•!odcl Regulation Relating to Rntc Stabilitv'' all rrovide tktails concerning the kev pricing 
assumptions. underlying actuarial judl!ments and the manner in which experience should bt! monitored. 

(iii) A _description or the credibility oJ'the experience data. 

(ivl An explanation or the analvsis and testine performed in det~.;rmining the current 
presence of margins. 

{c) The actuarial certification required pursuant to Parm~raph {2)(a) must be based on 
calendar \'ear dnta and ::oubmitted annualh• no later thun ivluv 1st of each vear starling in 
the second vcar following the vcar in which the initial rate schedules arc first used. The 
acrunrial memorandum required pursuunt to Paragraph (2)Cbl must be submittl!d at least 
once even• three {3) vears with the certification. 

Draftin:;: Note: The commissioner mav wish to have the actuarial demonstration reviewed by an independent actuao• in 
those fnstances where the demonstration does not ce11ifv to the mnintenanc~.; of mare ins. 

Section 19. 

A. 

Loss Ratio 

This section shall apply to all long-term care insurance policies or certificates except those 
covered ·under Sections 10~ an&-20 and 20.1. 

B. Benefits under long-term care insurance policies shall be deemed reasonable in relation to 
premiums provided the expected loss ratio is at least sixty percent (60%), calculated in a 
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ma nner which provides for adequate reserving of the long-term care insurance risk. Tn 
evaluating the expected loss ratio, due consideration sha ll be given to all relevant factors, 
including: 

(l) Statistical cr edibility of incmred claims experience and earned premiu ms; 

(2) 'T' he period for which ra tes are computed to provide coverage; 

(3) Ex-perienced and project.ed trends; 

l4) Concentra tion of experience witlun eal'ly policy duration ; 

(5) Expected cla im fluctua tion ; 

(6) Experience r efunds, adjustments or dividends; 

(7) Renewability features; 

(8) All appropriate expense fa ctors; 

(9) Interest; 

( L 0) Experimenta l na ture of the coverage: 

(11) Policy r eserves: 

( 12) Mix of business by ris k classificahon; and 

(13) P roduct features such as long elimination periods. high deductibles and high 
maximum lim its. 

C. Subsection B shall not apply to life insur ance policies tha t accele ra te benefits for long-term 
care. A life insurance policy that flmds long-term care benefits entire ly by acceler a ting the 
death benefi t is considered t.o provide reasonable benefits in rela tion to premiums paid, if the 
policy complies wi th a ll of the following provisions: 

(1) 'T'he interest ct·edited internally to determine cash value accumulations, including 
loug-term care, if any, a re guanmteed not to be less than the mini mum guara nteed 
interest r a te for cash value accumulations without long-term care set for th in the 
policy; 

(2) The portion of the policy t.hat provides life insurance benefits meets the nonforfeiture 
requirements of [cite to state's standard nonforfeiture law similar to the NAI C's 
Standard Nonforfeiture Law for Life Insurance]; 

(3) The policy meets the disclosure r equil·ements of Sections 61 , 6J. and 6K of the NAIC 
Long-Term Ca re Ins urance Model Act; 

(4) Any policy illus tra tion that meets the applicable requiremen ts of the NATC Life 
Insurance Illustrations Model Regulation ; and 

(5) An actuaria l memor andum IS filed with the m su.rance department that includes: 

(a) A description of the basis on which the long-term care ra tes we1·e determmed; 

~! 20 14 Natiom1l Association of Insurance Commissioners l! 



3-24 NAIC' Proceedings - Summer 2014 

(b) A description of the basis fol' the reserves; 

Attachmt·nt Two 
Executive (EX) Committee und Plenary 

l!/ 1911 4 

(c) A summary of the type of policy, benefits, renewability, general marketing 
n1ethod, and limits on ages of issuance; 

(d) A description and u table of each actuarial assumption used. F or expenses, an 
insurer must include percent of pt·emium dolla rs per policy and dollars pe1· 
unit. of benefits, if any: 

(e) A description and a table of t.he anticipated policy reserves and additional 
reserves to be helcl in each future year for active lives; 

(f) The estimated average annual premium per policy and the average issue age; 

(g) A statement as to whether u nderwriting is performed at the time of 
application. The statemen t shall indicate whether underwriting is used and. 
if used, the statement shall include a descnption of the type or types of 
underwriting used, s uch as medical u nderwriting or functional assessment 
underwriting. Concerning a gr oup policy, t.he stat·ement s hall indica te 
whether the enrollee or an y dependent will be underwritten and when 
underwriting occurs; and 

(11) A description of the effect of the long·-term care policy prov1s1on on the 
required premiums. nonforfeiture values and reserves on the underlying life 
insw·ance policy, both for active lives and those in long-term care claim 
status. 

Ora fling Note: The los~ ratio repm'l.mg form for lnng·lerm cnre policies that wuB adopted in lOll() prov1des fnr reporti ng of lo~.s ratwR 
on group n» well a" individual polic1es. '111e amendment to Section l!l above which removes the word "indl\•1dunl": (I) rcOect.o the fact 

that loss ratios should be repor ted on all policws , tmd t !) establishes ~ 60% loss ratio for hoth group und individual pulicies. State:; 
muy w1sh teo apply n higher sto ndt•rd thon GO% to group poliCJC'S. 

****** 

Section 20. Premium Rate Schedule Increases 

Drafting Nntc: Section 20 applies to policies issued for effective dates prior to the dal<: !hal is six (6) months after adopti on 
of the amended regulation incorporating Section 20.1 (as e~clopted by the NAIC on I insert NAIC adoption d<itcll. Pol icies 
issued on or a tier that date should adhere to the requirements or Section 20. 1 instead of Section 20. Section 20 and Section 
20.1 are identical wiih the exceptions of Subsections II., C and G. 

A. This section sha ll apply as fo llows: 

(I) Except as provided in Paragraph (2). this section npplics to any long-term care policy or certificate 
issued in this state on or afler [insert date that is 6 months after adoption of the amt:ndt:d 
regulation] :md prior to I insert date thnt is six (6) months after adoption of the amended regulation 
incorporating Section 20. I !. 

(2) For certi licatcs issued on or after the effective date of this amended regulation under n group long
term care insurance policy as de lined in Section [insert reference to Section 4 E( I) of Lhe N/\ IC 
Long-Tc1m Care Insurance Model Act], which pol icy was in force at the rime this amended 
regulation became effective. the provisions or this section sha ll apply on the policy anniversary 
fol lowing I insert date thnt is 12 months after adoption of the amended regu lation! . 
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B. An insurer shall provide notice of a pending premium rate schedule increase, including an cxccptionnl 
increase, to the commissioner at kast [30] days prior to the notice to the policyholders and shall include: 

Drafting Note: In states where the commissioner is required to npprovc premium rate schedule increases, "shall provide 
notice" may he changed to "shall request approval." States should consider whether a time period other than JO days is 
desirable. An altcrnute time period would be the time period required for policy tbrm approval in the applicable stntc 
regulation or law. 

(1) Information required by Scction9: 

(2) CeJiilicntion by a qualified actuary that: 

(a) Jr the requested premium rate schedule increase is implemented and the underlying 
assumptions. which reflect moderately udverse conditions, arc realized. no further 
premium rnte schedule increases arc anticipated: 

(h) The premium rate filing is in compliance with the provisions orthis section: 

(c) The insurer mav request n premium rate schedule increase less than what is required 
under this section and tht! commissioner mav apnrove such premium rate schedule 
incfeasc. without submission of the certification in Subparagraph fa) of this paragraph. if 
the actuarial memorandum discloses the premium rate schedule increuse neccssarv to 
make the certi-~ication required under Subpurae:raph (a) of this paragmph. the premium 
rate schedule increase liline: smislies all other requirements or this section. ami is. in the 
opinion of the Commissioner. in the best interest of policyholders. 

Dr~fting Note: In any comparison of premiums under Section 1 O.B{2)(e} or Section 20.8(4). such lower premium or any 
subs~:<juem higher premium hused on u series ofincrc:ases should not be used. 

(3) An actuarial memorandumjustil)'ing the rate schedule: change request that includcs: 

(a) uretime projections or earned premiums and incurred claims based on the filed premium 
rate schedule increust:; and the method and assumptions used in determining the projected 
vulues, including renection or uny assumptions that deviate from those: used !hr pricing 
other formS Cl!JTently !1VtliJablc f()r sale; 

(i) Annual values for the five (5) years preceding and the three (3) years following 
the valuation date shu]\ be provided separately: 

(ii) The projections shall include !he development ol' the lil\:time loss rutin, unless 
the mte increase is an exceptional incrcnsc: 

(iii) The projections shall demonstrate compliance with Subsection C: and 

(iv) For exceptional increases, 

(I) The projected expt:ricnce should be limited to the incrt!uses in cluims 
e.'<pcnscs attributable to the approved reasons tbr lhc exceptional 
increase; and 

(II) In the event the commissioner determines as provided in Section 4A(4) 
that otfsets may t:Xist, the insurer shall use uprropriate net rrojccted 
experience; 

(b) Disclosure of how reserves have been incorporated in this rate increase whenever the rate 
increase will trigger contingent benefit upon lapse; 
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(c) Disclosure or the analysis performed to determine why a rail! adjustment is necessary, 
which pricing assumptions were not realized and why, and what other actions taken by 
the company have been relied on by the uctuary; 

(d) A statement thnt policy design, underwriting and claims adjudication practices have been 
takt:n into consideration; aHt1-

(e) In the event thnt it is necessary to maintain consistent premium rates for new certificates 
and ccrtificatl!S receiving a rate increase, the insurer wi!! need to file composite rules 
rc!kcting projections of new ccrtiticatcs:..Mf!. 

CO A dcmonstrHtion that !lctual and projected costs exceed costs anticipated at th!.! time or 
initial pricine under moderatelv adverse experience und that thl! comnosite mamin 
specified in Section JOBC2Hd) is projected to be exhausted. 

(4) A statement that renewal premium rate schedtJies are not greater than new business nremium rate 
schedules except tl1r differences attributable to benefits, unless su!lit:ient justification is provided 
to the commissioner: and 

(5} Sufficient information for review [and approvalJ of the premium rate schedule increase by the 
commissioner. 

C. All premium rate schedule increases shall be determined in accordance with the following requirements: 

( 1) Exceptional increases shall provide that seventy percent (70%) of the present value of projected 
additional premiums from the exceptional increase will be rerumed to policyholders in benl!fits; 

(2) Premium rate schedule increases shall be calculated such that the sum of the accumulated value of 
incum:d claims, without the inclusion of active life reserves, and the presr.::nl value of ruturc 
projected incurred claims, without the inclusion or active life reserves, will not be Jess than the 
sum of the tbllowing: 

(a) The accumulau.:d vulue of the initial earned premium times fifty-eight percent (58%); 

(b) ~ighty-livc percl!nt (85%) of the accumulated value of prior premium rate schedule 
increases on an earned hnsis: 

(c) The present value of future projected initial earm:d premiums times firty-eight percent 
(58%); and 

(d) Eighty-five percent (S5%) or the. present value of f'uturc projected premiums not in 
Subparagraph (c) on an cnmed basis; 

(J) In the event that a policy form has both exceptional fl.nd other increases. n1e values in Paragraph 
(2)(b) and (d) will also include seventy percent (7()!)1tl) for exceptional rate increase amounts: and 

(4) All present and accumulated volues used to dctl!nninc rnte increases shall usc the ma-...:imum 
valuation interest rate for contract reserves as specified in the [insert reference to state equivalent 
to the Hc<1lth Reserves lvfodcl Regulation Appendix A, Section IIA]. The actuary shall disclose as 
part of the actuarial memorandum the use of any appropriate aver1:1ges. 

D. For each rnte increase that is implemented, the insurer shall file fbr review !approvaJl by the commissioner 
updated projections, us defined in Subsection B(J)(a}, annually for the next three (J) years and include n 
comparison of actual results to projcctd vulucs. The commissioner may extend the period to greater than 
three (3} years if actual results are not consistent with projected values from prior projections. Par group 
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insurance policies that meet the conditions in Subsection K, the projections n:quired by this subsection 
shall be provided to the policyholder in lieu of filing with the commissioner, 

E. If any premium rate in the revised premium mte schedule is greater than 200 percent of the comparable rate 
in the initial premium schedule, lifetime projections, as defined in Subsection B(J)(u), shall he. !iled for 
review [upprova!) by the commissioner every five (5) years following the. end of the required period in 
Subsection D. For group insurance policies that meet the conditions in .Subsection K, the projections 
n:quired by this subsection shall be provided to the policyholder in lieu of filing witl1 tile commissioner. 

F. (I I !!'the commissioner h<Js determined th<ll the actual expcriencl! lbllowing a rate increas~.: does not 
acJequately mntch the projected experience and that the C\IITenl projections under moderately 
mJverse conditions demonstnlte that incurred clnims will not exceed proportions of premiums 
sp~.:cilicd in Subsection C, the commissioner may require the insurer to implcmt:nt any of the 
following: 

(a) Premium rate schedule adjustments; or 

(b) Other measures to reduce the difference between the projected and actual experience. 

Drafting Note: The terms ·'adequately match the projected experience" include more than a comparison between uctual and 
projected incurred claims. Other assumptions should also be taken into consideration, including lapse rates (including 
mortality), interest n1tes, margins for moderately adverse conditions, or any other assumptions used in thl! pricin.g of the 
product. It is 10 be cxpectl!d that the nctuul experience \Viii not exactly match the insurer's projections. During the period !bat 
projections are monitored as described in Subsections D and E, the commissioner should detennine that there is not un 
adcquute match if the diiTerences in l"arncd prl!miums and incurred claims are not in the sam~.: direction (both actual values 
l1ighcr or lower than projections) or the difference HS a percentage o fthe projected is not of the same order. 

(2) In determining whether the actual experience adequately mntches the projected experience, 
consideration should be given to Subsection B(J)(e), if applicable. 

G. If the majority of the policies or certificates to which the increase is applicable are eligible for the 
contingl!nt benefit upon lapse, the insurer shall file: 

II. 

( 1) A plan, subject to commissioner approval, for improved administration or claims processing 
designed to eliminate the potential lOr further deterioration or the policy form requiring funher 
premium rate schedule increases, or both, or to demonstrate that appropriate administration and 
chdms processing have been implemented or are in el'rt~ct: otherwise th~.: commissioner may 
impose the condition in Subsection 1--1 of this section: and 

(2) Th(! originnl nntidpated lifetime loss ratio, and the premium rate schedule incrcuse that would 
hHvc been calculated according to Subsection Chad the greater o!'thc original unticiputcd !i!Ctimc 
loss ratio or fifty-eight percent (58%) been used in thi.! calculations dl.!scribed in Subsection 
C(2)(a) and (c). 

(I) For a rate increase tiling that meets the tl1!!owing criteria, the commissioner shall review. lbr all 
policies included in the filing, the projected !apse rates and past lapse rutes during the twe!ve ( 12) 
months following each increase to determine ir significant adverse lapsation has occurred or is 
rrnticipuwd: 

{a) The rate increase is not the first rate increase requested fOr the spccilil! policy !(Jml or 
fom1s: 

(b) The rate increase is not unexceptional increase: und 

(c) The majority of the policil.!s or certificates to which the inl!rcase is applicable ore eligible. 
for the contingent benefit upon lapse 
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(2) In the event significant adver;:;c lap;:;ation has occurred, i;:; anticipated in the filing or i;:; evidenced 
in the actual results as presented in the updated projections provided by the insurer tllllowing the 
requc;:;ted rate increa;:;c, the commissioner may determine thut u rurc spired exists. Following the 
determination that a rate spiral exists, the commissioner !lHl)' require the insurer to om..:r, without 
underwriting, to all in force insureds subject to the rate increase the option to rcplucc existing 
coverage with one or more rensonahly comparahle products being orfered hy the insurer or it!i 
affiliates. 

(a) The o~cr shall: 

(i) Be subJect to the urproval or the commissioner; 

(ii) Be based on actuarially sound prineiplc!i, hut not be huscd on attained age; and 

(iii) Provide that maximum bencnts under any new policy ncceptcd by an insured 
shall be reduced hy compamble benefits :1lreudy paid uncll:r the existing policy. 

(b) The insurer shall maintain the experience or all the replncement insureds separate from 
the experience of insureds original!y issued the policy forms. In the event oJ'u request for 
a rate increase on the policy !brm, the rate increase shall be limited to the Jesser or: 

(i) The maximum rate increase determined based on the combined experience; and 

(ii) The maximum rate increase determined based unly on the experience or the 
insureds originally issued the form plus ten percent ( 1 0%1). 

I. If the commissioner determines that the insurer has exhibited a persistent practice of liling inadequate 
initial premium rates !Or long-term care insurance, the commissioner rnuy, in addition to the provisions or 
Suhsection H or this section. prohibit the insurer from dthcr of the following: 

Drafting i\'otc: Stares may want to consider exumining their statutes to determine whether n persistent pructicc of' tiling 
inadcqunte initial premium rates would be considered a violation or the state's unfair trade pmctice act nnd subject to the 
penalties m1der that act. 

(I) Filing and marketing comparable coverage ror a period of up to five (5) years; or 

(2) Offering all other slmilur coverages and limiting marketing or new applicntions to the products 
subject to recent premium rate schedule increases. 

J. Subsections A through I shall not apply to policies for which the long-term care bene !its provided by the 
policy are incidental, us defined in Section W.G, if the policy complies with all o/"the following provisions: 

(I) The interest credited internally to determine cash value accumulations. including long-lcrm care. if 
:.my, are guaranteed not to bl! less thun the minimum guaranteed interest nne for t•ash vuh1c 
accumulations without long-term care set forth in the policy: 

(2) The portion or the rolicy that provides insurance benefits other than long-tem1 cure covcruge 
meets the nonfortCiture requirements as applicable in any of the following: 

(u) !Cite state's standard nonfOrfeiture law similar to the NAIC's Standard Nonforfeiture 
Law tOr Life Insuranccl; 

(h) rctte state's standard nontbrl'eiture luw similur to the NAIC's Standard Nonfor!Citure 
Lnw tbr Individual Deferred Anm!ities], nnd 
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(c) [Cite state's section of the variable annuity regulation simi lor to Section 7 of the NAfC's 
J\'lodel Variable Annuity Regulation]; 

(3) Tin: policy meets the disclosure requirements of[citc appropriate sections in the state's long-term 
care insurance Jaw similar to Section 61, 6J, and 6K of the NA!C's Long-Term Care Insurance 
Model ActJ; 

(4) The portion or the policy that provides insurance bendits other than long-tenn care coverage 
meets the requirements as applicabll: in the rollowing: 

(n) Policy illustrations as required by [cite state's lire insurance illustrations regulation 
similar to the NAJC's Life Insurance Illustrations lv1otlcl Regulation]; 

(h) Disclosure requirements in [cite state's annuity disclosure regulation similur to the 
NAIC's Annuity Disclosurl: lvlodcl Regulation!: and 

(c) Disclosure requirements in [cite state's variahle annuity regulation similar to the NAJC's 
i'vlodcl Variable Annuity Regulution]. 

(5) An actuarial memorandum is filed with the insurance department that includes: 

(a) A description or the basis on which the long-tcnn cme rates were determined: 

(b) A description of the basis for the reserves: 

(c) A summary of the type of policy, benefits, renewubilhy, general marketing mcthod, tmd 
limits on ilgcs of issuance: 

{d) A dcscrirtion und a tuble or cHch uctuariHl assumption used. Por expenses, an insurer 
111l1St include percent of premium dollars per policy and do\lnrs per unit of bcnclits, if 
any: 

(c) A description and a t<J.blc of the anticipatcd policy reserves nnd additional reserves to he 
held in eaeh future year lbr active livl!s: 

(f) The estimated average annual premium per policy and thc average issue age: 

(g) A statement us to whether underwriting is performed at the time of application. The 
statement shall indicate whether underwriting is used and, if used, the statement shnll 
include a description of the type or types of underwriting used, such as medical 
underwriting or functionnl ussessment underwriting. Conc~rning a group policy. thc 
statement shall indicate \\'hether the enrollee or any depcndcm will be underwritten and 
when underwriting occurs; and 

(h) A description of the effect of the long-term care policy prOVISIOn on the required 
premiums, nonforl~iture \'tllue.<:; and reserves on the underlying insurance. policy, both !()r 
active Jives nnd thost: in long-term care claim status. 

K. Subsections F and H shall not upply lo grour insurance policies as dcfined in Section linscrt rerl!rence to 
Seetion4G(l) o!'thc NA!C Long-Term Care lnsurunce Model Act] where: 

(I) The policies insure 250 or more persons and the policyholder has 5,000 or more eligible 
employees ol'n singlt: employer; or 
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(2) The policyho!clcr, and not the ccrtificatcholdcrs, puys a material ponion of the premium, which 
shu!! not be less than twemy percent (20%) of the total premium for the group in the calendar ycHr 
prior to thi! year a rutc increase is filed. 

Section 20.1 Premium Rate Schedule Lncreases for Policies Subject to Loss Ratio Limits Related to Original 

Drafting Note: Section 20.1 nnplies to policies issued for eft~ctive dates on or artcr the date that is six (6) months atlcr 
adoption or the amended reeulation incorponlting Section 20.1 Cas adopted bv the NAIC on [insen NAIC adoption date]). 
Policies issut:d prior to the date that is six (6) months after adoptfon of the- amended regulation should adhere to the 
requirements of Section 20 instead of Section 20.1. Section 20 and Section 20.! arc identical with the exception of 
Subsections A C and G. 

A. This section shall anplv us J'ollows: 

(I) Except us provided in Parat!rUph (2). this section uoplies to anv long-term cure no!icv or certificate 
issued in this state on or aticr [insert dnte that is six (6) months after adoption of the amended 
rceulation incorporating Section 20.1]. 

(2) For cenificmes issued on or after the eiTectivc date of this amended reeulation under a group long
term -cure insurance policv as defined in Section [insert referenct: to Section 4E( 1) of the NAIC 
Lone-Term Care Insurance Model Act]. which policv was in fOrce at the time this amended 
regulation-becanie e!Tectivc. the provisions of this section shall applv on the policv anniversary 
fOllowing !'insert clute that is twelve ( \2) months after adontion of' the amended regulation]. 

B. An insurer shu\! provide notice of' a pendim! premium rate schedule increase. includine an exccntional 
increase. to the commissioner at leust IJOJ davs prior to the notice to the nolicvholders and shall include: 

Drafting Note: In swtes where the commissioner is required to approve premium rate schedule increast.:s. "shall provide 
notice" muy he chan~ecl to '·shall request approval.'' States should consider whether n time period other than 30 davs is 
desirable. An alternate time period would be the time period requirt:d for policv form approvul in the fipplicuble state 
reeulation or lnw. 

(1) Information required bv Section 9: 

(2) Cenilication bv a qualified actuarv that: 

(a) If the rt:que.stcd premium rate schedule increase is implcrncnted and the undcrlving 
assumptions. which reflect moderatelv adverse conditions. arc realized. no further 
premium mte .schedule increases ure nnticipnted: 

(bl The premium rate filing is in compliance with the provisions of this section: 

Cel The insurer mav request a premium ratt.: schedule increast.: less than what is required 
undt.:r this .section and the commissioner may approve such premium mtc schedule 
increase. without submission of the certification in Subparugraph (a) of this nurae.raph. if 
the actuarial memorandum discloses the premium rate schedule increase ncccssarv to 
make the certification required under Subparagraph (a) of this paragraph. the premium 
rate scht:dulc increase riling satisfies all other requirements of this section. and is. in tht: 
opinion of the commissioner, in the best interest of policyholders. 

Drafting i\'ote: In anv comparison of premiums under Section 10.B(2)(c) or Section 20.R/4-). such lo\\'er premium or anv 
subseyuent hie.her premiu111 based on a .st:rie.s of increases should not be used. 

(3) An actuarinl memorundum justifving the rate .schedule cham!e request that includes: 
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(a) Lifetime projections or earned premiums and incurred clnims based on the lilcd premium 
rate schedule increase: and the method and assulllrtions used in determining the projected 
vulllt!S. including: rc!lection of' unv assumptions that deviutc from those used for pricing 
other forms currently available for sale: 

{j) Annual values for the five (5) years preceding and the three(]) vcnrs fOllowing 
the valuation date shall be provided scnnrntelv: 

(ii) The projections shnll include the development of the lifetime loss rntio. unless 
the rate increase is unexceptional increase; 

(iii) The projections shnll demonstrate compliance with Subsection C: nnd 

(iv) For exceptional increases. 

(J) The projected experience should be limited to the increases in clnims 
c:-.:penSt!S attributable to the approved reasons for the t!:\CCplional 
incre<Jsc: and 

fill ln the event the commissioner dett!rmines as provided in Section 4AC4) 
that o!Ic;ets mav c:-.:ist. the insurer shall usc appropriate net Proiccted 
experience: 

(b) Disclosure of how reserves have been incorporated in this rate increase whenever the rate 
increase will trigger continuent benefit upon lanse; 

(c) Disclosure of the analvsis pt!r!'ormcd to determine whv a rate adju~tment is nccessarv. 
which pricin2 rtssumptions were not realized and why. and what other actions taken bv 
the companv have been relied on !w the acttmrv; 

Cdl A statement tlmt policv dcsien. underwriting and claims adjudication nractices have been 
taken into consideration· 

(e) In the event that it is necessan• to maint<Jin consistent nremium rates for n~w certificates 
and ccrtiftcntes receiving a mte increase. the insurer will llt!ed to !ile composite rntcs 
rc!lccting projections of new certificates: and 

CO A demonstration that <Jctunl nnd projected costs exceed costs anticipated tit the time of 
initial pricing under moderatclv adverse experience and that the composite margin 
specified in Sec-tion 10812)(d) is projected to be exhausted. 

(4) A statt!tnt!nt that rt!newal premium rate schedules are not grt:ater than new husiness premium rnte 
schedules c:-.:ccpt tOr ditTerences arrributable to benefits. unless sunicient justification is provided 
to the commissioner: and 

(5) Sufticicnt infOrmation for review [and approval] of the premium rate schedule increase by the 
commis~inner. 

C. J\11 premium rate schedule incrt!ases sh~:~ll be determint!d in accordi:!nce with the fOllowing requirements: 

( l J R:-.:ceptional increases sh<-1ll oro vide that St!ventv percent !70%) of the oresent v:J.Iue of projected 
mlditionnl premiums from the exceptional increase \Viti be rctumcd to polic\•holdcrs in benefits: 

(2) Premium rate schedule increases shall be calculated such that the sum of' the lesser of (j) the 
nceumulntcd value of actual incurred claims. without the inclusion of nctive life rcsen•es. or (ii) 
the occumulated value or historic c:-.:pected eluims. without the indusion or active life rcser\'cs 
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plus the present value or the future: expected incurred claims. projected without the inclusion of 
activ!.! life reserves. will not be less than the: sum of the following: 

(a) The accumuluted value of the initial earned orcmium times the e.reatcr of {iJ 
tifty-eight percent (58%) and {ii) the lift:time loss ratio consistent with the 
orieina! t~line including margins for modcrutclv adverse experience; 

fb) Eighty-live pl!rccnt fS5%) of the accumulated value of prior premium rutc 
schedule increases on an earned basis: 

(c) The present value of future projected initial earned premiums times the greater 
of (i) lifty-cieht percent CSS%1) and CiiJ the lifetime loss ratio consistent with the 
ori"gina! filin"!! inc!udin!! margins for moderate!\' adverse cxm.:riencc; and 

(d) Eighty-tive percent (S5%) of the present value of future prokcted rm!miums not 
in Subparngr<1ph (c) of this parne.raph on an earned basis: 

(3) Expected claims shall be culculatcd based on the original tiling nssumptions assumed until new 
assumptions arc filed as part of a rate increase. New ussumptions shall he used ftll' all periods 
bevond each requested effective date of a rate increase. E-xpected claims ure calculated for t:Ut'h 
calendar year based on the in-force at the beginning: of tile calendar vcar. Expected claims shall 
include margins J'nr moderately adverse experience: dther amounts included in the claims that 
were used to determine the lifetime loss ratio consistent with the origimll !iling or us modi!icd in 
anv rate increase fili~g: 

(4) In the event thnt a policy form has both exccption<1! and other increases. the valu~s in Parm!niDh 
(2)(b) nnd (d) will also include seventv percent C70%l for exceptional rate increase <imounts: and 

(5) All present and accumulated values used to determine rate incre!:lses. including the lifetime loss 
ratio consistent with the original filing rell~.:ctin~ mar~ ins few moderately adverse experience. shall 
use the maximum valuation interest rate fbr contract reserves us specified in the [insert rcf'crcncc 
to state equivalent to the Health Reserves !'vlodel Regulation Appendix t\, Se-ction l!AJ. The 
actunrv shall disclose ns part ofthc nctuarinl memorandum the usc ofanv appropriate averages. 

D. For each rate increase that is impkmented. the insurer shall tile for review !approval] bv the commissioner 
updated projections. as defined in Subsection BC3)Ca1. annu<~lly tbr the next three (3) years and include n 
comparison of actual results to nrojected values. The commissioner may extend the period to greater than 
three (31 vcars if' actual results are not consistent with oroicctcd values from prior projections. For e.roup 
insumnce policies thut n1eet the conditions in Subsection K. the projections required bv this subsection 
shall he oro.vicle"d to the policvholder in lieu (lr filing with the commissioner. 

E. lfanv premium rate in the revised gn:mium rate schedule is greater than 200 percent of the conmarable rate 
in the initial nrcmium schedule. lifetime projections. ns defined in Subsection BC3Ho). shall be filed for 
review [approval] bv the commissioner everv live {5) vears following the end of the required period in 
Subsection D. For eroup insurance policies tllot meet thl.! conditions in Subsection K. the projections 
required bv this subsection shall be provided to the policvholdcr in lieu of filing with the commissiOner. 

F. Ill If the commissioner has determined that the actual experience fo\lowine a rate increase docs not 
adcguatelv match the projected experience and that the cutTent proiections under mod~ratelv 
ad\'erse conditions demonstrate that incurred cluims will not exceed proportions of premiums 
specified in Subsection C. the commissioner may require the insurer to imnlemenl anv ol' the 
following:: 

fa} Premium mte schedule adjustmenL'>' or 

(b) Other measures to reduce tbc difference between the projected and actual e:-:periencc. 
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Drafting Note: The: terms "adcquatclv match the Projected experience'' include more than a comparison between actual and 
projected incurred claims. Other assumptions should also be taken into consideration. including lapse rates {including 
mortality). intt:rcst rates. mnr£ins fi.1r moderately adverse conditions. or anv other assumptions used in the rricing of the 
product. It is to he expected that the actual cxoericnce will not cxactlv match the insurer's projections. During the period that 
projections an: monitored as described in Subsections D and E. the commissioner should determine that there is not an 
adequate match ilthe differences in earned premiums and incurred claims ore not in the same direction (both actual values 
higher or lower than rroje:ctions) or the difference as a percentage of the projected is not of the same order. 

(2) Jn determining whether the actual experien.ce udequatdv matches the projected experience. 
consideration should be eiven to Subsection 8(3)(c) ifarplicablr:. 

G. If the majoritv ol the policies or certificates to which the increase is aprlicable are eligible for the 
continecnt bene !it upon lapse. the insurer shall file a plan. subject to commissinncr :mrrovol. for improved 
administrution or claims processing desi2ncd to eliminate the potential for further deterioration of the 
policv J'orm requiring tluiher rremium rate schedule increases. or both. or to demonstrate that aPpropriate 
administration and claims processing have been imolcmcnted or arc in effect: otherwise the commissioner 
may impose the condition in Subsection H o!'this section. 

H. (II For a rate increase Jilin!:! that meets the following criteria. the commissioner shall review. for all 
policil.!s included in the tiling. the projected lanse rates and past lapse rates durin1! the twelve { 12) 
months fOllowing each increase to determine iJ' significant adverse lapsation has occurred or is 
anticinated: 

(a) The rate increase is not the first rate increase requested for the specinc policv !Orm or 
forms· 

(b) The rate increase is not an exceptional increase: and 

(c) The majoritv of the policies or certificates to which the increase is aonlicablc ure eligible 
for the contingent benefit upon lapse. 

(2) !n the event signi!'icant adverst:. lapsation has occurred. is anticinated in the tiline or is evidenced 
in the actual results as presented in the updated projections provided bv the insurer fOJ!owin!! the 
requested rate increase. the commissioner D1i.l\' detcrmlne that a rate snifal exists. Following the 
determination that a rate spiral exists. the commissioner mav require the insurer to onl.:r. without 
underwriting, to all in fOrce insureds subject to the rate increase the option to replace existing 
covcrugc with one or more reasonably comparable products bdne offered bv the insurer or its 
affiliates. 

(a) The oll'er shall: 

(i) lle subject to the apnroval of the commissioner: 

(ii) Be based on actuarial!\· sound princinles. but not be based on attained age: und 

(iii) Provide: that maximum benefits under anv new policy accepted by an insured 
shall be reduced by comnarab!c bene!its alreadv paid under the existine. nolicv. 

{b) The insurer shall maintain the experience of all the r~!place:ment insureds separate from 
the experiencl! of insureds orieinallv issued the policy fOrms. In the. event of a request Jbr 
a rate increase on the policv form. the rate increase shall be limited to the lesser or: 

(i) The maximum rate increase determined based on the combined experience: and 

(ii) The maximum rate increase dctennined based only on the expcri~nce of the 
insureds originallv issued the form plus ten percent ( 10%\. 
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/. If the commissioner determines that the insurer has exhibited n persistent practice or filing inadequate 
initial premium rates for lone-term care insurance. the commissioner may, in addition to the provisions of 
Subsection H of this section. prohibit the insurer from either of the followinu: 

Drartin2 Note: States may want to consider examining their statutes to determine whether a persistent practice of filing 
inadequate il1itial premium rates would be considered a \'iolation of the state's unfair trade pmctice act and subject to the 
penalties under that act. 

(]) Filine and mnrketine comparable coveraee for a period of up to five (5) vears: or 

(2) Ot1Cring all other similar covcraecs and limiting marketing ol' new applications to the products 
subject to recent premium rate schedule increases. 

J. Subsections A through l shall not spplv tn policies !Or which the lone-term care benefits nrovidcd lw the 
p(l\icv are incidental. as defined in Section 4C. if the policv complies with all of the following provisions: 

(]) The interest credited internallv to determine cash value accumulations. includine long-term care. il' 
am•. nrc eunrantccd not to be less than the minimum euarantccd interest rate for cash value 
accumulations without long-term cnre set forth in the po!icv; 

(2) The ponion of the po!icv that provides insurance benefits other than long-term cure covcnH?.C 
meets the nonforfeiture requirements as applicable in anv ol"the f'ollowine: 

(a) [Cite state's standard nonforfCiturc law similur to the NAIC's Standard Nonforfeiture 
Law for Life Insurance]: 

(bl [Cite stntc's standard nonforfeiture law similar to the NAIC's Standurd Nonj()rJCiturc 
Lnw for Individual Deferred Annuities]. and 

W [Cite state's section of the variable annuitv regulation similar to Section 7 of the NAJC's 
Model Variable Annuitv Regulation]; 

(3) The rolicv meets the disclosure rcguin.:rnems of[ cite appropriate sections in the state's long-term 
care insurance law similar to Section 6!. 6J. and 6K or the NAIC's Long-Tem1 Care Insurance 
Model Act]: 

(41 The portion of the no !icy that pmvides insurance benefits other than long-term care coverae:e 
meets the requirements as upplieablc in the following: 

(u) Policv illustrations as required bv !eire state's life insurance illustrations regulation 
simi!Hr to the NAJC's Li!C Insurance Illustnltions ivlode\ Rcgululionl: 

(b) Disclosure requirements in [cite state's annuitv disclosure ree:ulation similur to the 
NAIC's Annuitv Disclosure iviodel Regulation]· und 

(c) Disclosure requirements in [cite state's variable annuity regulation similnr to the N1\IC's 
tvfodcl V1:1riable Annuity Regulation]. 

(51 An actuarial memorandum is filed with the insurance llepanment that includes: 

(a) A description oftbc basis on which the long-term cure mtes were determined: 

(b) A description o!'the basis for the reserves: 
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(c) A summary of the type of policv. benefits. renewahilirv. ecncml marketing method and 
limits on uges of issuance: 

{d) A dt:scription and v. table of {;Och actuarial assumption used. For expenses an insurer 
must includl.! percent of premium dollars per policy and dollars ner unit of benefits. if 

(c) A description and a table of the anticipated policv reserves and additional reserves to be 
held in each future vcar for active Jives: 

(Q The estimated average annunl premium per policv and the averaec issue age: 

(g) A statement as to whether undcrwritin2. is performed at the time of application. The 
statement shall indicate whether underwritine is used and. if used. the statement shall 
include u description or the tvpe or types of undcrwritine used. such us medical 
underw!'itine or limctionul assessment underwriting. Concerning u group policv. the 
statement shall indicate whether the enrollee or anv dependent will be underwritten and 
when underwritiri.g occurs: and 

(h) A description nf the effect of the long-term care pulicv provision on the required 
premiums nonforJ'eiiurc values and reserves on the underlyine insurance policv. both for 
active lives and those in lone-term care claim status. 

K. Subscctions F and H shall not applv to group insurance policies as ddined in Section !insert rcl'crence tn 
Section 4EC1) of the N1\IC Long-Term Cnre Insurance :tvlodcl Act] where: 

Section 27. 

A. 

C1) The rolicics insure 250 or more persons and the policvholdcr has 5 000 or more cli!:!ible 
employees ora single employer· or 

C2l The policyholder. and not the !.!ertificateholders. rnvs a mmerial portion of the premium which 
shall nOt be less thon twentv ncrccnt {?0%J) of the total premium Jbr the ~roup in the calendar vear 
prior to the vear a rate ·increase is filed. 

Right to Reduce Co,•erage and Lower Premiums 

(I) Every long-term care insurance policy and ccrti/icatc shall include a provtsmn that allows the 
policyholder or certificah:holder to reduce coverage and lower the polky or ccrti fie ate premium in 
m least one of the following ways: 

(a) Reducing the ma·dmum benefit: or 

(h) Reducing the daily, weekly or monthly benefit amount. 

(2) The insurer may ulso offer other reduction options that are consistent with the policy or certificute 
design or the carrier's administrative processes. 

(J) In the event th~.: reduction in coveruge involves the r~.:duction or elimination or the inl1ation 
protection provision. the insurer shHil allow the policvholdcr to continue the benefit amount in 
erfect at the time of the reduction. 

D. The provision shnll include ll description of' the n·ays in 11 'hieh EG"erage may l;;e ret:hleeEI ami !lie-process for 
requesting and implementing a reduction in coverage. 
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C. Tfle age te 8etermine tAe J3FBmium fur ~he retl~:~et~EI GB"IHBg~ sAall Be BaseS BAthe age l-l!·ee te tleteFFflin~ 
fJF2ffiiHms f'er tRe eererage <'Hrr:?ntl: · iA ffi ree. 
The premium for the reduced coverage shall: 

(1) Be based on the same aee and underwriting class used to dderminc tim premium for the covcragl: 
currentlv in force: and 

(2) Be consistent with the uporovcd rate table. 

D. The insurer may limit uny redtJction in coverage to plans or options available !br that policy rorm and to 
those for which benefits will be nvailnblc after consideration of claims paid or payable. 

E. If a polky or ccrtilicntc is about to lapse. the insurer shall provid!.! u written reminder to the policyholder or 
ccrtificatcholdcr of his or her right to reduce coverage nnd premiums in the notice required hy Section 
711(3) o/'this regulation. 

F. This Section does not arply to life insurance policies or ridt:rs cnntaining acct:lcratcd long-term care 
bcnetits. 

G. The requirements of Subsections A through r: tRis £::!ctisA shall apply to any Jong-tl!rm care policy issued in 
this state on or alter [insert date that is twelve (12} months after adoption oftht.: ftmcndcd regulation]. 

H. A premium increase notice required lw Section 9E of this rcgulution shall include: 

(]) /\n o!Ter to reduce policy benefits provided by the current coveral!c consistent with the 
requirements of this .section: 

(21 A disclosure statim! that all options available to the policyholder mav not be of equal value: and 

(J) In the case ora pa11ncrshio policy. a disc!osun.: thl:lt some benl!fit reduction options mav result in u 
loss in partnership status tho.t mny reduce policvholdt::r protections. 

I. The requirements nf Suhsection H shall apply to any rate increase implcmentl!d in this state on or after 
[insert date that is twelve (12) months al11.!radortion or the amended regulutionl. 

Dr<1fting Note: Compliance with this Section may be accomrli.shcd by policy rcrlaccmcnt, exchange or hy adding the 
required rrovision via amendment or endorsement to the rolicy. 

Section 28. 

A. 

Nonforfeiture Benefit Requirement 

Thi:; section doe:; not nrrly to life insurance rolicies or rider.<:; containing nccelcratcd long-term care 
benefits. 

B. To comply with the rcquiremc.nt to offer <1 nonforfeiture henelit pursuant to the provisions of [inscn 
reference to Section 8 of the NA!C Long-Term Care lnsumnce Model Act]: 

(I) A policy or certificate oJ'fered with nonfor/'eiture benefits shall hAve coverage clements, eligibility. 
henefit triggers and henefir length that ore the snmc as coverage to be issued without nonror/Citun! 
benetits. The nonforfdture benefit included in tht.: oft'cr shnll he the bt.:netit described in subsection 
E;and 

(2) The offer shall be in writing if the nonforl'citure benefit is not otherwise described in the Outline 
of Coverage or other materials given to the prospective policyholder. 

C. If' the ol1'cr required to be made under [insert rcf'crcncc to Section S of the NA!C Lang-Term Care 
Insurance tvrodcl Act] is rejected, the insurer shall pro\·ide the contingent benefit uron larse de:;cribed in 
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this Section. Even if this offer is accepted for a policy with a fixed or limited premium paying period, the 
contingent benefit on lapse in Subsection 0(4) shall still apply. 

(I} After rejection of tht: offer required under [insert reference to Section 8 of the NAIC Long-Term 
Care Insurance Model Act], for imlividual ant! group policies without nonlhrfeiture benefits issue-d 
after the effective dati.! of this section, the insurer shall provide o contingent benefit upon laps!.!, 

(2) In the event a group policyholder elects to make the nonforfeiture benefit an option to the 
ccnificatcholder. n certificate shall provide either the nonfOrfeiture hem::lit or the contingent 
bendit upon Japst:. 

{3) 1\ contingent benefit on lapse shall be triggered every time an insurer incrt!ases tht: premium ratt:s 
to a level which results in a cumulative increase at' the annual premium equal to or exceeding the 
p~rcentage of the insured's initial <~nnua! premium set forth below based on the insured*s issue 
age, nnd the policy or ccrtitieute lapses within !20 duys or the due date or the premium so 
increased, Unless otherwise required, policyholders shnl! be notified at least thirty (30} days prior 
to t!w due date of the premium ref1ecting thi.! nne incrt:ase. 

Triggers for fl Substnntial Premium Increase 
Percent Increase Over 

Issue Age lnitinl Premium 
29 and under 200% 
30-34 190% 
35-39 170% 
411-44 !50% 
45-49 130% 
50-54 110%, 
55-59 90% 
60 70% 
61 66% 
62 62% 
63 58% 
64 54% 
65 50% 
66 48% 
67 46% 
(,S 44 1% 

Triggers for a Substantial Premium Increase 

Issue J\ 0 e 
69 
70 
71 
72 
73 
74 
75 
76 
77 
78 
79 
80 
81 
82 
83 

Percent Increase Over 
Initial Premium 
42% 
40% 
38% 
36% 
34% 
32% 
30% 
28% 
26% 
24% 
22% 
20% 
19% 
18% 
17% 
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(4) A contingent benefit on lapse shall also be triggered fm rolicies with a fixed or limited premium 
raying reriod every titne an insurer increases the premium rates to 1:1 level thut results in a 
cumulative increase of' the annual premium equul to or exceeding the rercentagc or the insurcd·s 
initial annual premium set Jbrth below based on the insured's issue ugc, the policy or certi!icate 
lapses within 120 days of the due dute orthe prt:mium so increased, and the ratio in Paragraph 
(6)(b) is fony percent (40%) or more. Unless othcnvisc required, policyholders shall be notified at 
least thitiy (JO) days prior to the due date of the premium ref1ecting the rate increase. 

Trieeers for a Substantial Premium Increase 

Issue Aee 
Under 65 

65-80 
Over SO 

Percent Increase 
Over Initial Premium 

JO% 
!0% 

Thi::; provision shall be in nddition to the contingent benefit provided by Pnmgrarh (3) nbovc nnd 
where both um triggered, the benefit provided shatl be tn the option o!'the insured. 

(5) On or before the errective date of a substantial premium increa::;e as ddined in Parugraph (3) 
above. the insurer shall: 

(a) O!Ter to reduce policy benefits proyided by the current covl.!ragc v·itAl:lllt tAe r~(-juir~ment 
ef<~EIEiitieRal l:lRl'lervritiRg consistent with the rcguirerm:nts of Section 27 so thnt required 
premium rayments are not increased: 

Drafting Note: The insured's right to reduce policy benefits in the evem of the premium increa::;e docs not affect any other 
right to elect a reduction in benefits rrovidcd under the policy. 

(b) orrer 10 convert the coverage to a paid-up status wilh a shortened bendit period in 
accordance with the terms or Subsection E. This option may be elected at any time during 
tht! 120-day period referenced in Subsection 0(3); and 

(c) Notify the policyholder or certificatcholdcr that n default or lurse at any time during the 
120-day period referenced in Subsection D(3) shall be deemed to he the election of the 
offer to convert in Subpamg_raph (b) above unless the nutomatic option in Par<~graph 
(6)(c} applies. 

(6) On or before the effective dtlte of a substantial premium increase as defined in Parngraph (4) 
above, the insun:r shull: 

(a) Offer to reduce policy bene !its provided by the current eoverage "'itAe1::1t the requiren'lefH 
e+-a46-itieRal l:lHEI~rv·riting consistent with the requirements of Section 27 so that required 
premium payments nre not increased: 

Drafting Note: The insured's right to reduce policy benefits in the event of the premium incn:mse docs not nftCct nny other 
right to elect a reduction in bendits provided under thi.! rolicy. 

(b) Offer to convert the covl.!rage to a paid-up status where the amount rayablc for ench 
bem:fit is ninety percent (90%) or the nmount pa)'able in eflt:ct immediately prior to lupse 
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times the ratio of the numhcr of completed months of paid prem iums divtcled by the 
number of months in the premium paying period. This option may be elected at any time 
during the 120-day period rderenccd in Subsection D( 4 ): and 

(c) Notify the policyholder or ccrtilicateholder that a de fault or lupsc at any time Ultring the 
120-day period referenced in Subsection 0 (4) shall be deemed to be the election of the 
otTer to convert in Subparagraph (b) above if the ratio is forth percent (40%) nr more. 

(71 For any long-term care policy issm:d in this state on or aflcr [insen date that is six (6) months after 
adoption oftlu: amended regulation !. 

{a) In the event the policy or certificate was issued at least twemv (20) vcars prior to the 
cl'lcetive date of the incn:ase. o value of 0% shall b..: used in place of all values in tho.: 
above tnh lc: and 

(b) Values above 100% in the table in Paragraph (3 ) above shall be reduced to 100%. 

E. Benelits continued as nonforfei ture benelits, including contingent benefits upon lapse in accordance with 
Subsection 0 (3) hut not Subsection 0 (4 ). arc described in this subsection: 

( I) r or purposes of this subsection, attained age rnting is de li ned as a schedu le of premiums starting 
li·0rn the issue date which increases age at least one percent per year prior to age li lly (50). aml at 
lcast thret: percent (3%) per year beyond age lilly (50). 

(2) r or purpo~t:~ of this subsection, the nonforfeiture benefi t sh~ ll be of a shot1ened benelit period 
providing paid-up long-term care insurance coverage after lapse. The same henelits (amounts and 
frequency in c: rlect at the time of lapse but not increased therealler) will be payable lor a 
qualifYing cla im, but the li fetime maximum do llars or days of benefi ts shall be determined as 
specilit:d in Paragraph (3). 

(3) The standard nonforfei ture credi t wi ll be equal to 100% of the sum of all premiums paid, including 
the premiums paid prior to any chnnges in benefi ts. The insurer may otTer additiunul shortened 
benefit period options. as long as the bcndits tor each duration equal or exceed the standard 
nonlorfeiture credit for that duration. llowever. the minimum nonforfeitun:: credit shall not be less 
than thirty (30) times the: daily nursing home benefit at the time of lapse. In either event. thl· 
calculation oF the nonlorfeiturc credit is subject to the limitation of Subsection f. 

(4} (a) The nonforfeiture benefi t shall begin not later than the end of the third year following the 
policy or cert i ficat~ issue date. Th~ contingent beneli t upon laps~ sho JI he effective 
during the fi rst three (3) years as we ll as thereaner. 

(b) Notwithstanding Subparagraph (a) , ft1r " policy or certi fi cate with anai ned age rating. the 
nonforfeiture bt:nefit shall begin on the earlier of: 

(i) The end of the tenth year lbllowing the policy or cert ilicatc issue date: or 

(ii) The end or the second yeHr lb llowing the date the pol icy or certifica te is no 
longer subject to attained age rating. 

(5) Nonforfe iture credits may be used for all care and services qualifying for benefits under the terms 
of the policy or certi ficate, up to the limits specified in the policy or certificate. 

F. /\ II benefits pa id hy the insurer while the policy or ccrtiticate is in premium paying status and in the paid up 
status will not exc~ed the maximum benefits which would be payab le if the policy or cct1ificate had 
remained in premium paying status. 
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G. There shall be no ditlcrcncc in the minimum nontbrtciturc benefits ~s required under this section tbr group 
and individual polic ies. 

H. The requirements se t forth in this section shall become e!Tective twelve ( 12) months after adoption of this 
pruvision and shall apply as fo llows; 

( l ) Except as provided in Paragraph (2) and (3 ) below, the provisions of this section apply to any 
long-term care pol icy issued in thi s stnte on or after the c iTective date of this amended regulation. 

(2) f or certificates issued on or oiler th..: ertective date of this section. under a group long-term care 
insurance policy us defined in Section [insert reference to Sect inn 4E( I) or the NAJC Long-Term 
Care Insurance Modd 1\cl). which pol icy wus in force ut the tinw this amended regulation became 
cflcctive, lhe provisions of this section shall nul apply. 

(3 ) The last sentence in Subsection C and Subsections 0(4) and 0(6) $hall upply to uny long-umn 
care insurance policy or certificate issued in this state after six (6) months nrtcr their ndnption, 
.:xcept new certificates on u group po licy as defined in Subs;:ction 4E( I) one ycar afte r adoption. 

I. Premiums charged for a policy or certificate containing nonforfeiture benelits or n contingent benefit on 
lapse shall be subject to the loss ratio requirements of Section 19, e~Secetion 20 or Section 20. 1. 
whichever is applicable. treating the policy as a whole. 

J. To determine whether contingent nonforfeiture upon lapse provisions are triggered under Subsection 0(3) 
or 0(4), a replacing insurer that purchased or otherwise assumed a block or blocks of' long-term care 
insurance policies from another insur..:r sh~ ll calculnte the percentage innease bus<::d on tho: ini ticli annual 
premium paid hy the insured when the pol icy was tirst purchased from the original insurer. 

K. J\ nonfortcihJrc benefit tor qual ified long-term care insurance contracts thnl arc level premium comracts 
shall he offered thm meets the lollowing requirements: 

( I) The nonforfeiture provision shall he appropriately captioned; 

(2) The nonf()rfciLUre provision shall provide a benefit available in the event of a default in the 
payment of any premiums and shall st:lle that the amount of the benefit may be adjusted 
subsequent to being initially granted only us necessary to renect changes in claims. persistency 
and interest as re nected in changes in rates for premium paying contracts approved by the 
commissioner fo r the same contract form: and 

(.1) The nnnforf\:iture pmvision shall provide at least one of the following: 

(a) Rcduccd paid-lip insurance; 

(b) Extend~:d term insurance; 

(c) Shortened benefit period: or 

(d) Other s imi lar offC:rings approved by the commissioner. 

***** 
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Topic  Maine’s Rule 425/420 NAIC Revised Model Regulation 

641/Model Bulletin  
Comments 

 

 
 

Moderately Adverse Experience 

Margin in Initial Filing  

No minimum. Model – section 10 requires a  minimum 

margin for moderately adverse 

experience of 10% 

Encourages more conservative 

pricing 

Annual Actuarial Certification Only after an rate increase and only for 3 

years – Rule 425 

Yes, both - Section 15 in Model requires 

the insurer to submit an annual 

actuarial certification regarding the 

sufficiency of the current premium rate 

structure. 

Annual review of experience 

encourages insurer to file for a rate 

increase when needed rather than 

delay, which could produce bigger 

increases later.  

3 year rate guarantee after rate 

increase 

No. Bulletin – Yes 

Model -no  

Delay could lead to bigger increases 

later.  

Approve series of Smaller increases No. Yes, both -section 20 in Model allows 

regulator to consider a rate increase 

that is lower than required under rate 

stabilization certification. 

We do this in practice even though 

our regulation doesn’t require us to. 

Smaller increases are generally more 

manageable for consumers than large 

ones.   

Contingent Nonforfeiture Benefit 

Upon Lapse 

Yes. Statutory requirement for mandatory 

offers of nonforfeiture benefits and, in the 

case of policyholders declining the offer, 

contingent nonforfeiture benefits upon 

lapse that must be made following a 

substantial increase in premium rates was 

enacted in 1999.  24-A M.R.S.A. section 

5077. Implementing rules were adopted in 

2004.  Slightly different provisions apply to 

Yes, both-section 28 in Model reduces 

contingent nonforfeiture benefit 

triggers for older policies and lowers the 

rate increase trigger to 100% for 

policyholders with issue ages 54 and 

younger.    

Changes may provide greater value to 

consumers who decide to lapse their 

policies following a rate increase.  
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Topic  Maine’s Rule 425/420 NAIC Revised Model Regulation 

641/Model Bulletin  
Comments 

 

 
 

policies issued prior to Oct. 1, 2004 and 

those issued thereafter.  

Special Contingent Benefit Upon 

Lapse for 20 year old policies 

No. Yes, both – Section 28(D) (7) in Model   

Application of Loss Ratio Standards Rule 420  - 60% based on propose increase 

from inception/85%  

Rule 425 – None for initial rates, 58%/85% 

for rate increases. Interstate Insurance 

Product Regulation Commission approves 

new products and rate increases not 

exceeding 15%. 

Bulletin - greater of 60% or the lifetime 

loss ratio used in the original pricing, 

applied to the current rate 

schedule/80% individual applied to any 

premium increase filed after that 

date/75% group.  

Model  – section 20.1 requires insurer 

to replace the “58” in the current 58/85 

test with the greater than 58% and the 

original lifetime loss ratio with the 

moderately adverse margin specified in 

the initial filing.  

 

 

 

 

 

 

Consumer Disclosures Yes.  Rule 425, but not as detailed.    

Rule 420 – we review notices and approve 

language.  

Model Section 27 – specific disclosures 

about effects of reducing benefits on 

partnership policies, reducing inflation 

protection, etc. 

NAIC LTC Disclosure group continuing 

to work on recommendations. 

Charging Insurer for Services of 

Independent Actuary 

No. Bulletin - Department may charge 

insurer for cost of independent actuary.  
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Survey of State Long-Term Care Rating Regulations & Practices

Survey Questions:
1. Do you have rate approval authority in the individual and/or group long-term care (LTC) markets?
2. a. Have you adopted the 2000 rate stabilization amendments to the NAIC Long-Term Care Insurance Model Regulation  (#641)?

  2. b.  Have you adopted the 2014 rate stabilization amendments to Model # 641?  
  2. c. If neither, do you have minimum statutory loss ratio requirements, and if so, what are they?
  2. d. Did your state utilize the model bulletin regarding alternative filing requirements for long-term care insurance premium rate increases, 
          and if yes, did your state issue the model out as a bulletin or did some or all of the model provisions require regulatory and/or 

procedural adoption?
3. Do you have LTC rate increase caps? if so what are they, and are they statutory in nature or only internal guidelines?
4. Provide a brief description of the major factors considered during review and analysis of LTC rate increases.

State 1 2a 2b 2c 2d 3 4

AK

Yes, we have Long Term 
Care premium rate filing 
authority; however, we 

have not developed any 
regulations yet to 

implement that process.

No No No No NA NA

AL No Yes No NA No No  Loss ratio.  If assumptions are appropriate.  Impact on 
consumer.  

AR Yes, both. No No 60%

Yes - Did not issue the model 
out as a bulletin. Required 
some or all of the model 
provisions to be adopted 

through regulatory and/or/ 
procedural mechanisms.

Our Commissioner looks at all 
increases above 10% and 

generally does not grant more 
than 25%.

Loss ratios, state and national data, credibility of data, 
past rate change history

AZ Individual, yes, group, no. Yes No, but will 
soon. NA

Yes - Did not issue the model 
out as a bulletin. Required 
some or all of the model 
provisions to be adopted 

through regulatory and/or/ 
procedural mechanisms.

No

Actuarial justification, certification that no further rate 
increases are anticipated, state v. national experience, 

# of AZ policyholders, historical aggregate rate increase 
% in AZ and other states.

CA Yes, both. Yes No NA

Yes - Did not issue the model 
out as a bulletin. Required 
some or all of the model 
provisions to be adopted 

through regulatory and/or/ 
procedural mechanisms.

No

Actual-to-expected ratios, portion of increase request 
attributed to lapse-mortality-morbidity, appropriateness 

of the initial pricing assumptions when made, 
justification of any pricing assumption changes.



CO Yes, both. Yes No NA No

.No explicit rate caps, but 
internal guidelines are that 
rate increases for a single 

year are not allowed > 25%. 
So a 70% rate increase 

allowed would need to be 
spread over multiple years.

Lifetime Loss Ratio (LT LR) projection is evaluated at 
multiple interest rate scenarios, not just the current low 
valuation rate, account for higher historic investment 

rates from inception. Limit an issuer from coming back 
after allowing a rate increase, require experience to 

deteriorate another 15% before coming back, cannot 
recoup prior losses. Review impact of rate changes due 

to changes in actuarial assumptions: Mortality, 
Morbidity, Voluntary Lapses, etc... Review LT LR 

projections by benefit levels (5% compounded, no-
inflation,Lifetime, 5-year,...)  Review LT LR projections 
at On-Rate Level premium (past rate increases applied 
back to year 1), LT LR at original assumptions versus 

current assumptions,... Ask for % of members on paid-
up status, how are they handled in calculations. Old 
closed plans with members at high average attained 

ages (near 80) - we are more likely to disapprove rate 
increases, can't make up premium late in policy life, 
review demographics. Limit ability of issuers to make 
up for past losses, spread losses between company & 
policyholders (review Kansas DOI type spreadsheet) 

Ask for list of what other states the company requested 
the increase, what other states have 

approved/disapproved the proposed rate increases. We 
will on occasion discuss the rate filings directly with 
another state insurance department that we know is 

reviewing the same proposed increases and data from 
a company. Review IBNR loads in most recent two 

years of actual historical claims to see how much those 
are loaded up, margins put in those reserves in rating. 
High level financial review to see company's financial 
condition: RBC, Surplus, Net Income and UW gain, 

Capital and Reserve levels and recent year's reserving 
actions.  

CT Yes, both. No No 60% individual, 
65% group No

No, but increases approved 
over 20% have to be phased 

in over 3 years.

 Historical CT & nationwide experience, an actual-to-
expected analysis from inception-to-date, etc.

DC Yes, both. No No 60% No  10% per year cap;  Statutory 
in nature

We first inquire why carriers need rate increases. If they 
(carriers)  cite one of the proh bited reasons from DOI’s 

Reg. Bulletin , then they get no relief for that part of 
their request. Then they (carriers)  get to have no more 

than 10% increase at a time ( annual cap)  ---   (and 
also we may carve out of the 10% the disallowed 

portion if they cite a forbidden reason).Then they put 
together figures showing that they will still be providing 

at least the Min Loss Ratios  (60%)   after the rate 
increase.Also,  the carrier justifies the “ adverse” lapse 

assumption, with maximum values allowed.



DE Yes, both. No No 65% Group, 60% 
Individual No

The Commissioner generally 
tries to cap rate increase to no 

more than 15%

The major factors considered are the loss ratio results 
which are developed by the Company projections and 

also by independent projection and inequality test. 

FL Yes, both. Yes
No, but will 
within 12 
months.

NA No No
We review differences between actual experience and 
pricing assumptions including but not limited to lapse, 

mortality, incidence, claim termination.

GA Yes, both. Yes No NA

Yes - Did not issue the model 
out as a bulletin. Required 
some or all of the model 
provisions to be adopted 

through regulatory and/or/ 
procedural mechanisms.

No

Most LTC rate increase proposals come from older 
blocks of business, priced and sold many years before 
modern Rate Stabilization, etc.   As such, we consider 
everything submitted as supporting documentation, but 
we generally concentrate on emerging cumulative loss 

ratio, actual to expected loss ratio, statistical 
significance and credibility of Georgia block in relation 

to national claims experience, discussion of a 
company’s particular performance characteristics in 

how their actual lapses, earnings on reserves, claims, 
degree of average length of benefit period of coverage, 
inflation protection trends and original LTC structural 

model and pricing design flaws are affecting the 
Georgia LTC block as actuaries present their lifetime 

loss ratio projections.

HI Yes, both. Yes No NA No reply No

LTC rate increase filings for policies sold after January 
1, 2008, the date our LTC rate stabilization statutes 

became effective, are reviewed as prescribed in statute.  
See HRS §431:10H-207.5. LTC rate increase filings for 
policies sold prior to January 1, 2008 are also reviewed 
as prescribed in statute. See HRS §431:10H-226.  As 
the statute is less clear, Commissioner discretion is 

applied where we believe the statute allows for 
interpretation.  Carriers must achieve a 60% loss ratio 

minimum when premiums are restated back to 
inception and adjusted for past rate increases and 
using original pricing interest rate in order for a rate 
increase to be considered.   The amount of the rate 
increase allowed is directly related to the amount by 
which the minimum loss ratio is exceeded.   If the 

carrier is not able to allow for plan benefit options to 
mitigate a justified large increase, we may further ask 
the carrier to collect the increase over  multiple years.     



IA Yes, both. Yes No NA No

There are no official caps, 
however, Iowa is very 

aggressive with the rate 
review process and over the 

last few years, we’ve 
negotiated virtually 100% of all 

large LTC increases to a 
significantly lower level, i.e., 
15 to 18 percent is the rough 

average.  

The rate review process for long term care insurance is 
similar to other lines of business, however, the long-tail  

projections involved in such a product complicate the 
process.  Given such projection lengths, the projection 
models can be sensitive to several inputs.  Some of the 

factors and issues we consider include, but are not 
limited to the following:  past experience and resulting 
loss ratios, projection of future anticipate experience 

(must be greater than the minimum so that past losses 
cannot be recouped), interest rates, morbidity, 

mortality, and lapse rates.  The lapse rate factor is a 
particularly sensitive input, and as you know – has been 
a significant factor in rate increase proposals over the 
last 20-years.  Other non-actuarial factors include the 

impact to the consumer, which is the main reason Iowa 
has an aggressive review process.  Our view is that 
many of these current policyholders wouldn’t have 

signed up for such coverage if a 200% rate increase 
was a possibility down the road.  Consequently, we 

have told the carriers that re-rates will be accomplished 
over a long period of time in phases.

ID

*   IDAPA 18.01.06.025.01 
requires insurer to notify 
director 30 days before 
rate increase, and there 
are qualifications the filing 
must meet. There is no 
prior approval authority.

Yes No NA ? No

Projected lifetime loss ratio (including 58/85 test), 
original loss ratio target at discount rate, justification for 

assumption changes, ratio of future premium to past 
premium, projected lifetime LR if proposed rates were 

from issue date, cumulative rate increases to date, 
cumulative rate actions of other states, PAD/margin, 
comparison to actively marketed products, number of 

remaining lives.

IIPRC Yes, both. Yes No NA No

The IIPRC has not yet received any rate increase 
requests for LTC policy forms approved by the IIPRC. 

 Should a rate increase be filed, requirements in 
Section 4 of the Rate Filing Standards apply. The major 

factors specified are changes in experience in 
comparison to assumptions and margins in the initial 

rate filing.

IL

No, but the LTC statute 
says that the Director may 
adopt rules and regulations 
establishing loss ratio 
standards for LTC 
insurance policies.

Yes No, but will. NA

Yes - Did not issue the model 
out as a bulletin. Required 
some or all of the model 
provisions to be adopted 

through regulatory and/or/ 
procedural mechanisms.

No

Mainly limited by the contents of the LTC regulation (50 
IAC 2012). We also request compliance with the SITF 

Model Bulletin. If prior rate increases have been 
generally higher than in other states, we request 

experience which has been adjusted to the Illinois rate 
basis.



IN Yes, both. No No 60% No
No, but we haven't allowed 
any increase over 20% over 

the past few years.

The major factors we use are comparison of A/E 
morbidity, persistency and interest.  We also look back 
at historical experience and look at the loss ratio had 
the proposed increase been effective from inception.  
We do not allow for a carrier to recoup past losses.  

There are a number of other factors, but these are they 
major ones. 

KS Yes, both. Yes No NA No No

KID takes in account many different factors when 
reviewing LTC rate filings including, but not limited to, 

best estimate assumptions future assumptions, 
assumptions used during initial rate development, size 

of remaining block, rate history, and reserves. 

KY Yes, both. Yes No NA No No

a)  does a reasonable relationship exist between 
benefits and premiums (this encompasses the review of 
past experience, all projection assumptions, review of 

transition between past experience and future 
experience for reasonableness), b) previous rate level, 
proposed rate level and current market rate level and c) 

impact of the increase on policyholders (equity by 
class, increase history in other states, benefit reduction 
options, benefit and premium impact of termination of 
inflation riders with review of contractual language). 

LA Yes, both. Yes No, but will. NA No No

The major factors that the actuarial department 
considers when reviewing a requested LTC rate 

increase includes: the incurred to date loss ratio, the 
experience development since the last requested rate 

increase, the accumulated history of rate increases and 
other aspects of actuarial judgment. The actuarial 

department places more emphasis on the incurred to 
date experience, believing that variance of future 

experience expands with duration (the expanding funnel 
of doubt).

MA

Although we do have 
authority to review LTCI 

products, we in 
Massachusetts are in the 
process of updating our 

LTCI regulations to 
incorporate many of the 
2000 rate stabilization 

amendments and do not 
have clear answers to the 

noted questions

No reply



MD Yes, both. Yes Working on 
adopting. NA No 15%, statutory.

Quantitative support for assumption changes, and new 
assumptions. Their impact to the life time loss ratio. 

Past experience and future projection by calendar year 
exhibit for the whole block. Discuss how the overall rate 

increase was determined.

ME Yes, both. Yes

No, but 
review 
already 
includes 
some RS 

2014 
provisions.

NA No No, but we suggest multi-year 
phase-in for large increases. 

Reasonableness of projection assumptions – voluntary 
lapse, mortality, morbidity, and interest. Experience 
exhibits including historical, projected, lifetime and 

actual to expected loss ratios. Distribution – breakdown 
by gender, inflation option, & benefit period

MI Yes, both. Yes No NA No No

We primarily review for compliance with statutory 
lifetime loss ratios.  Outside actuaries perform an 
independent calculation of lifetime loss ratio with 

consideration for credibility of Michigan vs. national 
experience.  MCL 500.3927 requires a minimum loss 

ratio of 60% and MCL 500.3926a has a 58/85 inequality 
requirement for rate increases for policies effective after 

6/1/2007.

MN Yes, both. Yes No NA No No

Minnesota Statutes section 62A.02, subd. 3 provides 
that benefits must be reasonable in relation to the 

premiums charged, rates must be adequate and not 
excessive, and the data provided must justify the rate.  
Minnesota requests extensive supporting information in 

the form of an objection letter in response to a rate 
increase request. 

MO

Not approval authority, but 
can review to ensure 

actuarially justified and not 
excessive.

Yes No NA No

Internal guidelines:  Any rate 
increase under 25% that is 

actuarially justified is 
approved.  Any rates over 

25% we ask the company to 
split the increase over a 
couple years.  We ask 

companies with large rate 
increases to demonstrate their 

hurt in the increase.

We request Missouri specific data.  If MO specific data 
is not actuarially sound, we allow the companies to 

provide contiguous state data to justify rate increases; 
companies cannot submit rates based on national data 

only.  Actuarially justified?  Last time since rate 
increase and whether actual performance reflected 

anticipated assumptions in the previous rate filing. The 
impact of large rate increases on shock lapse for closed 

blocks:  will closed block remain viable after 
implementation of large rate increase? Do not allow the 

combination of pre and post rate stabilization plan 
rates.

MS Yes, both. No No 60% No reply

Mississippi Bulletin 94-1 
applies to LTC which limits 

rate increases to 25% 
annually.

Restatement of nationwide earned premiums to 
Mississippi basis, credibility of experience, actual-to-
expected results for each assumption, comparison to 
original loss ratio expectations with the actual mix of 

business sold, comparison of rates in Mississippi 
versus the rates average rates approved nationwide, 

and a detailed review of assumptions and projections.



MT Yes, both. Yes No NA No No

Our analysis includes variations of lifetime loss ratio 
calculations and future loss ratios. The final method to 
minimize the recouping of past losses is based on the 
lifetime loss ratio with the assumption that all premium 

increases were assumed to occur since inception. 
Although no method is perfect, we believe this 
approach fairly takes into account what is most 
appropriate for the current policyholders and the 

company’s need to manage these blocks of business. 

NC Yes, both. Yes No NA

Yes - Did not issue the model 
out as a bulletin. Required 
some or all of the model 
provisions to be adopted 

through regulatory and/or/ 
procedural mechanisms.

Currently, we do not have LTC 
rate increase caps.  However, 
legislation just passed places 

a 25% per year cap on 
implementation of a LTCi rate 
change, regardless of the rate 
filing being approved that may 

justify a larger % increase.  
The legislation is effective 

October 1, 2017 and does not 
change the filing 

requirements; it simply places 
a limit on the % increase that 
an insured may see in a given 

year. 

Does the revised rate scale meet the statutory 
requirements (not excessive, not inadequate, not 

unfairly discriminatory; exhibit a reasonable relationship 
to the benefits provided)? Are the applicable minimum 
lifetime loss ratio standards reasonably anticipated to 

be met? How and to what extent has the past 
experience deviated from the originally anticipated 

experience? Is there enough credible past experience 
on the subject form to justify a rate increase? What 
percentage of the originally issued business for the 

subject policy form remains in force? Does the 
requested rate increase transfer an excessive amount 
of the cost of revised assumptions and/or past adverse 
experience to the remaining policyholders? How does 

the requested rate scale compare to the rate scale that 
would have produced the originally anticipated lifetime 

loss ratio if that rate scale had been in place from 
inception? How does the requested rate scale compare 
to the rates of similar products currently available from 

the company or any affiliate of the company? How does 
the history of past rate increase approvals in our state 
compare to the approved rate increases nationwide? 
(The experience in our state alone is not credible in 

most cases, so we rely on nationwide experience data. 
For rate stabilization business, what would the originally 
anticipated lifetime loss ratio have been, based on the 
original pricing assumptions applied to the business 
actually issued, if the earned premiums and incurred 

claims are discounted at the average maximum 
valuation rate of interest for the policies subject to the 
rate increase request?  For rate stabilization business 

what is the level of rate increase that would be required 
in order for the actuary to certify that no future rate 

increases are anticipated? What is the financial 
condition of the company?



ND Yes, both. Yes No NA No No
We examine experience history, projections, past 
increases, and various assumptions used in the 

projections.

NE Yes, both. No No 60% Yes - Issued the model out as a 
bulletin No

1) We lean our review heavily on the list of 
considerations in our statute in the Loss Ratio section 
because we have a “deemed reasonable” standard for 
premiums associated with a 60% Loss Ratio. 2) Mix of 

business. 3) Maturity of the block. 4) Policyholder 
communication and company intentions. 5) Impacts of 

past shock lapses and whether the company adjusts for 
these impacts. 

NH Yes, both. Yes No NA

Yes - Did not issue the model 
out as a bulletin. Required 
some or all of the model 
provisions to be adopted 

through regulatory and/or/ 
procedural mechanisms.

  Rates are capped based on 
age under rule INS 360o,   

Table  3601.1  
http://www.gencourt.state.nh.u
s/rules/state_agencies/ins360

0.html, 

          Age, length of contract, renewability, benefit 
level, lapse rates, projected new business, history, 
interest rates on cash valuation and reserve levels. 

NJ Individual, yes, group, no. Yes No NA No

We now limit LTC rate 
increases to 10% per year for 
up to 3 years.  These limits 

are based on internal 
guidelines adopted in May 

2016. Additional increases can 
be requested every three 

years.

Pre-rate stabilization LTC increases are based on 
lifetime loss ratios developed using an interest rate that 

is a meaningful measure of the insurer’s earnings on 
this block of business – not the average portfolio rate, 
statutory reserve rate, or bulletin rate.  In addition, all 
other loss ratio assumptions (e.g., lapse, morbidity, 
expenses) must be realistic and justified, based on 

credible experience. 

NM Yes, both. Yes No NA No

Subject to a maximum of 15%, 
we are generally granting the 
increases we project (usually 

using the filer's projection 
assumptions, but not always) 
will be necessary, if repeated 

annually (though only 
approved for one year at a 

time), to achieve the minimum 
permissible loss ratio (65% or 
58%/85%). These are internal 

guidelines.

It would not be possible to be brief; we are pretty 
thorough. However, as advice: always check the 

company's projections against those of previous filings.

NV Yes, both. Yes No NA

Yes - Did not issue the model 
out as a bulletin. Required 
some or all of the model 
provisions to be adopted 

through regulatory and/or/ 
procedural mechanisms.

No

Incidence rates, lapse rates, utilization rates, etc. 
Essentially, all their assumptions. Additionally, we 

review cash flow projections and how current 
assumptions differ from original assumptions.



NY Yes, both. No No

70% for group 
LTC, 65% for 
individual LTC 

ages 65 & over, 
and 60% for 

individual LTC 
ages 64 & under.  
If a premium rate 

increase is 
granted, the loss 

ratio on the 
increased portion 
of the premiums 

is 75%. 

No No

Projected future claims, accumulated loss ratios, 
projected loss ratios, lapse rates, morbidity, mortality 
and the interest rate environment.  The Department 
restricts the assumptions used in the projected loss 

ratios and the projections are examined by age as well 
as in total. 

OH Yes, both. Yes No NA No Internal, 15%.
Actuarial justification of any rate increase, what 

increases have been approved in the past compared to 
other states, impact to the consumer.

OK Yes, both. Yes No NA No reply Internal, 10% cap. Magnitude and history of prior rate increases.

OR Yes, both. Yes Yes NA Yes - Issued the model out as a 
bulletin No

Lifetime loss ratio. How many people are likely to drop 
(lapse) their policies before they make significant 

claims? Will a plan have enough Oregon policyholders 
to accurately set premiums based on Oregonians' 

claims or will Oregon members be part of a national 
pool? How will an "average" rate increase affect 

different policyholders since not everyone sees the 
same increase? In other words, how much of the 

increase will be shouldered by an 85-year-old 
compared to a 58-year-old? Are insurers including a 

margin of error in their rate setting so that policyholders 
are less likely to get an unexpected premium increase 
that forces them to drop coverage after years of paying 
premiums? Since March 1, 2006, insurers have had to 

certify that the premiums they charge will cover 
anticipated costs over the life of a policy. For policies 

issued before March 1, 2006, have companies 
complied with a requirement to offer consumers options 

if they seek a rate increase greater than 40 percent 
during any three-year period? Options include the right 

to trade reduced benefits for lower premiums. If a 
company seeks a rate increase, is at least 85 percent 
of the additional premium going to pay benefits versus 

administration and profit?



PA Yes, both. Yes No NA No

We do not have statutory caps 
but we do generally prefer to 
try to limit increases to about 

20% in any single year. 

We consider the projected lifetime loss ratio, past 
increases on the product, the company’s explanation of 
the need for the increase, the company’s solvency, and 

the mitigations options available to policyholders.

RI Yes, both. Yes In process of 
adopting NA No No

Actuarial justification.  If the rates are actuarially 
justified we look at the rate shock implications for 

consumers and attempt to minimize the rate shock with 
phased in rate increases and offers of benefit reduction 

in exchange for rate reduction.

SC Yes, both. Yes No NA No

South Carolina, with few 
exceptions, limits rate 

increases to a maximum of 
20%. Internal guideline.

A majority of the rate increase filings we receive are on 
old blocks of policies subject to the 60% minimum loss 
ratio standard. In reviewing these filings, we review for 
compliance with the 60% loss ratio standard, as well as 
review actual to expected loss ratios. We also review 

revised assumptions for reasonableness. 

SD Yes, both. Yes No NA No No

The major factors reviewed are the original pricing 
assumptions (lapse, morbidity, mortality, interest rate), 

current projection assumptions (lapse, morbidity, 
mortality, interest rate), historical rate increases, 

proposed rate increase, historical experience, actual to 
expected historical loss ratios, the actual projection of 
future experience and whether or not it is reasonable, 

the pertinent loss ratio tests (either lifetime loss ratio or 
58/85 test), credibility of state experience, credibility of 
nationwide experience, comparison of distribution of 

business between state vs nationwide in force, impact 
of both inflation option and lifetime period experience, 

margin for adverse deviation and how it is quantified by 
the Company, block of business (open or closed) and 

policy benefit descriptions. 

TN Yes, both. Yes No NA No

An internal guideline of 100% 
cap, between 40% and 80% 
we require the increase be 
split over 2 years and over 
80% must be split over 3 

years.

The expected loss ratio evaluating claims credibility, 
trends, claims fluctuation, expense factors, etc., 

inequality testing on the proposed rates, past rate 
increase history, and comparison of Tennessee rates to 

the nationwide rates.



TX Yes, both. Yes No, but will 
in 2017 NA No No

Since most LTC rate increases are driven by changes 
to key assumptions such as lapse, morbidity, and 

interest rate, the focus of our review is primarily on the 
adequacy of the supporting documentation for the 

changes to the assumptions.

UT Yes, both. Yes No NA No No

Technical aspects of the filing: Support for current 
assumptions; Demonstration that the experience 

diverges from the original assumptions; Loss ratio 
compliance using current best estimate assumptions; 
Drivers of the adverse experience; Consistency of the 

information with that in the prior filings.

VA Yes, both. Yes Yes NA

Yes - Did not issue the model 
out as a bulletin. Required 
some or all of the model 
provisions to be adopted 

through regulatory and/or/ 
procedural mechanisms.

No

Restatement of nationwide earned premiums to Virginia 
basis, cred bility of experience, actual-to-expected 

results for each assumption, comparison to original loss 
ratio expectations with the actual mix of business sold, 

comparison of rates in Virginia versus the rates average 
rates approved nationwide, and a detailed review of 

assumptions and projections.

VT Yes, both. Yes No NA No reply No

The Vermont Department of Financial Regulation 
performs actuarial review of rate filings and lifetime loss 

ratio exhibits as set forth in H-2009-01.  We do not 
allow companies to make up for past losses.  We 

require that cash flows and accumulations be 
discounted at the pricing interest rate.  We consider the 

consumer-facing criterion of affordability, and the 
criteria that the rate increase filing is not unjust, unfair, 

inequitable, misleading, or contrary to the laws of 
Vermont.

WA Yes, both. Yes No NA No No

We approve LTC rate increases if they are actuarially 
justified.  We consider the impact to consumers and 
may require the increase to be phased in over a few 

years.



WI

No, Wisconsin statutes 
provide that rates are 
filed.  We do have a 

consulting actuary that 
reviews LTC rate filings to 
verify that rate increases 
are actuarially justified.

Yes No NA No No

IIf the proposed rate increase appears to be based 
upon nationwide experience because the Wisconsin 
experience is not creditable, we ask the company to 
explain the fact that this ignores the poss bility that 
overall Wisconsin morbidity could be lower than the 

national averages.  We ask the company to explain loss 
ratios that make a rate increase look like Wisconsin is 
subsidizing  insureds in other states where similar rate 

increases have not been implemented.  We ask the 
company to demonstrate actuarial equivalence of the 
various options that have been proposed to make the 
proposed rate increase smaller.  We ask the company 
to describe the source of the assumptions being used 
in detail, especially to what extent the assumptions are 
based upon company experience and to what extent 
the experience is based upon Wisconsin data and 

justify any use of non-Company non Wisconsin 
experience.  Comments for a filing are based on each 

company and our consulting actuary’s questions.

WV Yes, both. Yes No NA No Internal - attempt to stay under 
20% in any year.

Overall losses and if the company is trying to recoup 
past losses.

WY

Notwithstanding a 
minimum loss ratio 

standard as established by 
state rules (60%), 

Wyoming does not have 
rate authority for LTC 

policies.

No No 60% No No

.  In addition to the minimum loss ratio standard, 
Wyoming will request carriers to offer a reduction in 

benefits or a nonforfeiture option with substantial rate 
increases.




