HB- 5349, As Passed House, June 8, 2006

SUBSTI TUTE FOR
HOUSE BI LL NO 5349
(As anended June 8, 2006)

[ADbill to amend 1956 PA 218, entitled
"The insurance code of 1956,"
by amendi ng sections 1204c, 3915, 3927, 3935, and 3942 (MCL 500. 1204c,
500. 3915, 500. 3927, 500.3935, and 500.3942), section 1204c as anended by
2006 PA 109 and sections 3915, 3927, 3935, and 3942 as added by 1992 PA
84, and by addi ng sections 1204f, 3906, 3910, 3910a, 3910b, 3925, 3926,
3926a, and 3941la. ]

THE PECPLE OF THE STATE OF M CHI GAN ENACT

1 [ Sec. 1204c. (1) As used in this section:
2 (a) "Hour" neans a period of time of not |ess than 50 m nutes.
3 (b) "Insurance producer" neans a |life-health agent or property-

4 casualty agent.
5 (c) "Life-health agent” means a resident or nonresident individual

6 i nsurance producer |icensed for life, limted life, nortgage redenption,
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House Bill No. 5349 (H 3) as anmended Jﬁne 8, 2006

1 accident and health, or any conbination thereof.

2 (d) "Property-casualty agent" nmeans a resident or nonresident

3 individual insurance producer or solicitor |icensed for autonobile, fire,
4 multiple lines, any limted or mnor property and casualty line, or any
5 conbination thereof.

6 (2) Unless the insurance producer has renewed his or her license

7 pursuant to subsection (4), an insurance producer's hours of study

8 accrued under this section shall be reviewed for |icense continuance as

9 foll ows:

10 (a) If the insurance producer's |license nunber ends in "1" as
11 foll ows:
12 (i) I'f the insurance producer's |last nane starts with Ato L, on

13 January 1, 1995 and on January 1 every 2 years thereafter.

14 (ii)) I'f the insurance producer's |ast nane starts with Mto Z, on

15 January 1, 1996 and on January 1 every 2 years thereafter.

16 (b) If the insurance producer's |license nunber ends in "2" as
17 foll ows:
18 (1) I'f the insurance producer's last nane starts with Ato L, on

19 February 1, 1995 and on February 1 every 2 years thereafter.

20 (ii) I'f the insurance producer's |ast nane starts with Mto Z, on

21 February 1, 1996 and on February 1 every 2 years thereafter.

22 (c) If the insurance producer's |license nunber ends in "3" as

23 fol |l ows:

24 (i) I'f the insurance producer's |last nane starts with Ato L, on
25 March 1, 1995 and on March 1 every 2 years thereafter.

26 (i) If the insurance producer's last nane starts with Mto Z, on

27 March 1, 1996 and on March 1 every 2 years thereafter.
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House Bill No. 5349 (H 3) as amended June 8, 2006 (1 of 6)
1 (d) I'f the insurance producer's license nunber ends in "4" as
2 foll ows:
3 (i) I'f the insurance producer's |last nane starts with Ato L, on
June 1, 1995 and on June 1 every 2 years thereafter
(i) If the insurance producer's last nane starts with Mto Z, on
June 1, 1996 and on June 1 every 2 years thereafter
(e) If the insurance producer's |license nunber ends in "5" as
foll ows:
(i) If the insurance producer's |last nane starts with Ato L, on
July 1, 1995 and on July 1 every 2 years thereafter
(ii)) I'f the insurance producer's |ast nane starts with Mto Z, on
July 1, 1996 and on July 1 every 2 years thereafter
(f) I'f the insurance producer's license nunber ends in "6" as
foll ows:
(1) I'f the insurance producer's last nane starts with Ato L, on
August 1, 1995 and on August 1 every 2 years thereafter.
(i) If the insurance producer's last nane starts with Mto Z, on
August 1, 1996 and on August 1 every 2 years thereafter.
(g) If the insurance producer's |license nunber ends in "7" as
foll ows:
(i) If the insurance producer's |last nane starts with Ato L, on
Septenber 1, 1995 and on Septenber 1 every 2 years thereafter.
(i) If the insurance producer's last nane starts with Mto Z, on
Septenber 1, 1996 and on Septenber 1 every 2 years thereafter.
(h) If the insurance producer's |license nunber ends in "8" as
foll ows:
(i) If the insurance producer's |last nane starts with Ato L, on
Cctober 1, 1995 and on October 1 every 2 years thereafter.
(ii)) I'f the insurance producer's |ast nane starts with Mto Z, on
Cctober 1, 1996 and on October 1 every 2 years thereafter.
(i) I'f the insurance producer's license nunber ends in "9" as
foll ows:
(1) I'f the insurance producer's |last nane starts with Ato L, on
Novenber 1, 1995 and on Novenber 1 every 2 years thereafter
(i) If the insurance producer's last nane starts with Mto Z, on
Novenber 1, 1996 and on Novenber 1 every 2 years thereafter
(j) If the insurance producer's |license nunber ends in "0" as
foll ows:
(i) If the insurance producer's |last nane starts with Ato L, on
Decenber 1, 1995 and on Decenber 1 every 2 years thereafter
(ii)) I'f the insurance producer's |ast nane starts with Mto Z, on
Decenber 1, 1996 and on Decenber 1 every 2 years thereafter
(3) If an insurance producer's hours of study would be revi ewed

according to the schedul e under subsection (2) within 23 nonths after

i ssuance of the initia
first schedul ed date follow ng the issuance of the initial
be reviewed on the next schedul ed review date follow ng the first

shal |

revi ew date according to the schedul e under subsection (2),
i nsurance producer
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House Bill No. 5349 (H 3) as anmended June 8, 2006 (2 of 6)

(4).

(4) Except as provided in subsections (11) to (14), before the
revi ew date of each applicable 2-year period provided for under subsection
(2) or (3), an insurance producer wi shing to renew his or her |icense shal
renew his or her license by attending or instructing not |ess than 24 hours
of continuing education classes approved by the conm ssioner or 24 hours of
home study if evidenced by successful conpletion of course work approved by
the comm ssioner. O the 24 hours of continuing education required, not
| ess than 3 hours shall be in ethics in insurance classes or course work.

(5) After reviewi ng recommendations made by the council under
section 1204b, the conmm ssioner shall approve a program of study if the
conm ssi oner determ nes that the programincreases know edge of insurance
and rel ated subjects as foll ows:

(a) For a life-health agent program of study, the program offers
instruction in 1 or nore of the foll ow ng:

(1) The fundanmental considerations and major principles of life
i nsur ance.

(ii) The fundanmental considerations and major principles of health
i nsur ance.

(1i1) Estate planning and taxation as related to insurance.

(iv) I'ndustry and | egal standards concerning ethics in insurance.

(v) Legal, legislative, and regulatory matters concerning insurance,
t he i nsurance code, and the insurance industry.

(vi) Principal provisions used in life insurance contracts, health
i nsurance contracts, or annuity contracts and differences in types of
cover ages.

(vii) Accounting and actuarial considerations in insurance.

(viii) Principles of agency managenment, excluding tel emarketing or
ot her marketing instruction.

(ix) THE FUNDAMENTAL CONSI DERATI ONS, MAJOR PRI NCI PLES, AND STATUTORY
REQUI REMENTS OF LONG TERM CARE | NSURANCE.

(b) For a property-casualty agent program of study, the program
offers instructions in 1 or nore of the foll ow ng:

(1) The fundanmental considerations and major principles of property
i nsur ance.

(1i)) The fundamental considerations and major principles of casualty
i nsur ance.

(iii) Basic principles of risk nmanagenent.

(iv) I'ndustry and | egal standards concerning ethics in insurance.

(v) Legal, legislative, and regulatory matters concerning insurance,
t he insurance code, and the insurance industry.

(vi) Principal provisions used in casualty insurance contracts, no-
fault insurance contracts, or property insurance contracts and differences
in types of coverages.

(wvii) Accounting and actuarial considerations in insurance.

(wviii) Principles of agency managenent, excluding tel emarketing or
ot her marketing instruction.

(6) A provider of a program of study for insurance producers
appl ying for approval or reapproval fromthe comm ssioner under this
section shall file, on a formprovided by the conm ssioner, a description
of the course of study including a description of the subject natter and
course materials, hours of instruction, location of classroom
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House Bill No. 5349 (H 3) as amended June 8, 2006 (3 of 6)
qual ifications of instructors, and mexi mum student-instructor ratio and
shal | pay a nonrefundable $25.00 filing fee. Any material change in a
program of study shall require reapproval by the comm ssioner. If the
information in an application for approval or reapproval is insufficient
for the conm ssioner to determ ne whether the programof study neets the
requi renents under subsection (5), the conm ssioner shall give witten
notice to the provider, within 15 days after the provider's filing of the
application for approval or reapproval, of the additional information
needed by the conmm ssioner. An application for approval or reapproval shal
be consi dered approved unl ess di sapproved by the conmm ssioner within 90
days after the application for approval or reapproval is filed, or within
90 days after the receipt of additional information if the information was
requested by the conm ssioner, whichever is |ater

(7) A provider of a program of study approved by the comm ssioner
under this section shall pay a provider authorization fee of $500.00 for
the first year the provider's program of study was approved under this
section and a $100. 00 provider renewal fee for each year thereafter that
the provider offers the approved program of study.

(8) A person dissatisfied with an approved program of study may
petition the conm ssioner for a hearing on the program or the conm ssioner
on his or her own initiative may request a hearing on a program of study.
If the comm ssioner finds the petition to have been submtted in good
faith, that the petition if true shows the program of study does not
satisfy the criteria in subsection (5), or that the petition otherw se
justifies holding a hearing, the conm ssioner shall hold a hearing pursuant
to chapter 4 of the adm nistrative procedures act of 1969, 1969 PA 306, MCL
24.271 to 24.287, within 30 days after receipt of the petition and upon not
| ess than 10 days' written notice to the petitioner and the provider of the
program of study. |If the conm ssioner requests a hearing on a program of
study on his or her own initiative, the conm ssioner shall hold a hearing
pursuant to chapter 4 of the admi nistrative procedures act of 1969, 1969 PA
306, MCL 24.271 to 24.287, upon not |ess than 10 days' witten notice to
the provider of the program of study.

(9) If after a hearing under subsection (8) the conm ssioner finds
that the program of study does not satisfy the requirenents under
subsection (5), the comm ssioner shall state, in a witten order mail ed
first-class to the petitioner and provider of the program of study, his or
her findings and the date upon which the conm ssioner will revoke approval
of the program of study which date shall be within a reasonable tine of the
i ssuance of the order

(10) A certificate of attendance or instruction of an approved
program of study or a certificate of successful conpletion of course work
shall be filed as directed by the conm ssioner on a form prescribed by the
conmm ssi oner and shall indicate the nane and nunber of the course of study,
t he nunber of hours, dates of conpletion, and the name and nunber of
school s attended or taught by the insurance producer or the evidence of
successful conpletion of course work. A representative of the approved
program of study shall file the formand a fee of $1.00 per hour for course
credit for each insurance producer license renewal as directed by the
conm ssioner within 30 days after the insurance producer conpletes the
program A copy of the formshall also be mailed first-class to the
i nsurance producer who attended, taught, or successfully conpleted the
program of study. The comm ssioner nmay enter into contracts to provide for
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the adm nistrative functions of this subsection.

(11) The comm ssioner shall waive the continuing education
requirenents of this section for an insurance producer if the producer is
unable to conply with the continuing education requirenents of this section
due to mlitary service or if the conm ssioner determ nes that enforcenent
of the requirenments would cause a severe hardshi p. The conmi ssi oner shal
wai ve the continuing education requirenments of this section for the
foll owi ng i nsurance producers:

(a) An insurance producer who is licensed to wite only travel or
baggage i nsurance policies and whose enploynment is for a purpose other than
the sale of those policies.

(b) An insurance producer who is licensed to wite only limted
line credit insurance.

(12) The conm ssioner may enter into reciprocal continuing
education agreenents with insurance conm ssioners from ot her states.

(13) If an insurance producer has not net his or her continuing
education requirenents by the expiration date of his or her license, the
i nsurance producer shall have a 90-day grace period in which to neet the
continui ng education requirenents of this section. During the 90-day grace
period, the insurance producer shall not solicit or sell new policies of
i nsurance, bind coverage, or otherw se act as an insurance producer except
that the insurance producer nmay continue to service policies previously
sold and may receive comm ssions on policies previously sold. If the
i nsurance producer has not net his or her continuing education requirenents
by the expiration of the 90-day grace period, the insurance producer's
Iicense shall be cancel ed. An insurance producer whose |icense has been
cancel ed under this section may reapply for license to act as an insurance
producer under section 1204, except that the program of study requirenents
under section 1204 shall not be wai ved.

(14) An insurance producer who has sold his or her insurance
busi ness and who has not net the continuing education requirenents of this
section shall not solicit or sell new policies of insurance, bind coverage,
or otherw se act as an insurance producer except that the insurance
producer may continue to service policies previously sold and nay receive
commi ssions on policies previously sold as well as receive parti al
conm ssions on policies of insurance sold by a purchasing insurance
producer. An insurance producer who is in the process of selling his or her
i nsurance busi ness and who has not net the continuing education
requi renents of this section shall not solicit or sell new policies of
i nsurance, bind coverage, or otherw se act as an insurance producer except
t hat the insurance producer may continue to service policies previously
sold and may receive comm ssions on policies previously sold as well as
receive partial comm ssions on policies of insurance sold by a purchasing
i nsurance producer, for a period not to exceed 12 nonths after the selling
i nsurance producer's |icense review date under subsection (2). An insurance
producer whose |icense has been cancel ed and who wi shes to resune
soliciting or selling new policies of insurance, bind coverage, or
ot herwi se act as an insurance producer and who has not net the continuing
education requirenents within the i medi ately precedi ng 2-year period may
reapply for license to act as an insurance producer under section 1204.

SEC. 1204F. (1) EACH I NSURER THAT SELLS, SOLICITS, OR NEGOTI ATES
LONG TERM CARE | NSURANCE SHALL ENSURE THAT EACH PRODUCER WHOSE DUTI ES
| NCLUDE SELLI NG SOLICITING OR NEGOTI ATI NG LONG TERM CARE | NSURANCE
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House Bill No. 5349 (H 3) as amended June 8, 2006 (5 of 6)
COVPLETES A PROGRAM OF | NSTRUCTI ON AS DESCRI BED I N SUBSECTI ON (3) BEFORE
SELLI NG SOLIClI TI NG OR NEGOTI ATI NG LONG TERM CARE | NSURANCE.

(2) A PROGRAM OF | NSTRUCTI ON REQUI RED UNDER THI S SECTI ON MAY BE

PROVI DED | N CONJUNCTI ON W TH OTHER PRODUCER TRAI NIl NG OR SEPARATELY. TO
SATI SFY SUBSECTI ON (1), A PRODUCER MAY DOCUMENT TO AN | NSURER THAT HE OR
SHE HAS OBTAI NED TRAI NI NG AS DESCRI BED | N SUBSECTI ON (3) FROM ANY OF THE
FOLLOW NG

(A) ANY I NSURER THAT SELLS, SOLICI TS, OR NEGOTI ATES LONG TERM CARE

I NSURANCE.

(B) A PROGRAM OF | NSTRUCTI ON QUALI FI ED UNDER SECTI ON 1204A.
(© A PROGRAM OF | NSTRUCTI ON QUALI FI ED UNDER SECTI ON 1204C.
(3) A PROGRAM OF | NSTRUCTI ON REQUI RED UNDER THI S SECTI ON SHALL

CONSI ST OF TOPI CS RELATED TO LONG TERM CARE | NSURANCE AND LONG TERM CARE
SERVI CES, | NCLUDI NG BUT NOT LIMTED TGO ALL OF THE FOLLOW NG

(A) STATE REGULATI ONS AND REQUI REMENTS, | NCLUDI NG, BUT NOT LI M TED

TO, LAWS RELATI NG TO ADULT FI NANCI AL EXPLO TATI ON.

(B) AVAI LABLE LONG TERM CARE SERVI CES AND PROVI DERS.
(©) CHANGES OR | MPROVEMENTS I N LONG TERM CARE SERVI CES OR

PROVI DERS.

(D) ALTERNATI VES TO THE PURCHASE OF PRI VATE LONG TERM CARE

I NSURANCE.

(E) DI FFERENCES I N ELIG BI LI TY FOR BENEFI TS AND TAX TREATMENT

BETWEEN PCLI Cl ES | NTENDED TO BE FEDERALLY QUALI FI ED AND THOSE NOT | NTENDED
TO BE FEDERALLY QUALI FI ED.

(F) THE EFFECT OF | NFLATION I N ERODI NG THE VALUE OF BENEFI TS AND

THE | MPORTANCE OF | NFLATI ON PROTECTI ON.

(G CONSUMER SUI TABI LI TY STANDARDS AND GUI DELI NES.
(4) A PROGRAM OF | NSTRUCTI ON REQUI RED UNDER THI S SECTI ON SHALL NOT

I NCLUDE ANY TRAI NI NG THAT IS SOLELY ORI ENTED TO THE SALES OR MARKETI NG OF AN
I NSURER- SPECI FI C LONG TERM CARE PRODUCT. |

4
5
6
7
8
9

10
11
12
13
14
15
16
17

SEC. 3906. (1) AN I NDI VIDUAL LONG TERM CARE PCLI CY OR
CERTI FI CATE SHALL NOT BE | SSUED UNTI L THE | NSURER HAS RECEI VED
FROM THE APPLI CANT EI THER A WRI TTEN DESI GNATI ON OF AT LEAST 1
PERSON, IN ADDI TI ON TO THE APPLI CANT, WHO | S TO RECEIl VE NOTI CE OF
LAPSE OR TERM NATI ON OF THE POLI CY OR CERTI FI CATE FOR NONPAYMENT
O PREM UM OR A WRI TTEN WAI VER DATED AND SI GNED BY THE APPLI CANT
ELECTI NG NOI' TO DESI GNATE ADDI TI ONAL PERSONS TO RECEI VE NOTI CE.
THE APPLI CANT MAY DESI GNATE AT LEAST 1 PERSON WHO IS TO RECEI VE
THE NOTI CE OF TERM NATI ON, IN ADDI TI ON TO THE | NSURED. A
DESI GNATI ON SHALL NOT CONSTI TUTE ACCEPTANCE OF ANY LIABILITY ON
THE THI RD PARTY FOR SERVI CES PROVI DED TO THE | NSURED. THE FORM
USED FOR THE WRI TTEN DESI GNATI ON SHALL PROVI DE SPACE CLEARLY
DESI GNATED FOR LI STI NG AT LEAST 1 PERSON. THE DESI GNATI ON SHALL
| NCLUDE EACH PERSON S FULL NAME AND HOME ADDRESS. FOR AN
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18
19
20
21
22
23
24
25
26
27

APPLI CANT WHO ELECTS NOT TO DESI GNATE AN ADDI TI ONAL PERSCN, THE
WAl VER SHALL STATE: " PROTECTI ON AGAI NST UNI NTENDED LAPSE. |
UNDERSTAND THAT | HAVE THE RI GHT TO DESI GNATE AT LEAST 1 PERSON
OrHER THAN MYSELF TO RECEI VE NOTI CE OF LAPSE OR TERM NATI ON OF
THI' S LONG TERM CARE | NSURANCE PCLI CY FOR NONPAYMENT OF PREM UM |
UNDERSTAND THAT NOTI CE WLL NOT BE G VEN UNTIL 30 DAYS AFTER A
PREM UM IS DUE AND UNPAID. | ELECT NOT' TO DESI GNATE A PERSON TO
RECEI VE THI'S NOTI CE. " THE | NSURER SHALL NOTI FY THE | NSURED OF THE
RI GHT TO CHANGE THI S WRI TTEN DESI GNATI ON, NO LESS OFTEN THAN ONCE
EVERY 2 YEARS.
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(2) I'F THE PQOLI CYHOLDER OR CERTI FI CATEHOLDER PAYS PREM UM
FOR A LONG TERM CARE | NSURANCE PCLI CY OR CERTI FI CATE THROUGH A
PAYROLL OR PENSI ON DEDUCTI ON PLAN, SUBSECTI ON (1) DCES NOT APPLY
UNTI L 60 DAYS AFTER THE PCLI CYHOLDER OR CERTI FI CATEHOLDER | S NO
LONGER ON SUCH A PAYMENT PLAN. THE APPLI CATI ON OR ENROLLMENT FORM
FOR SUCH POLI CI ES OR CERTI FI CATES SHALL CLEARLY | NDI CATE THE
PAYMENT PLAN SELECTED BY THE APPLI CANT.
(3) AN I NDI VI DUAL LONG TERM CARE POLI CY OR CERTI FI CATE SHALL
NOT LAPSE OR BE TERM NATED FOR NONPAYMENT OF PREM UM UNLESS THE
| NSURER, AT LEAST 30 DAYS BEFORE THE EFFECTI VE DATE OF THE LAPSE
OR TERM NATI ON, HAS G VEN NOTI CE TO THE | NSURED AND TO THOSE
PERSONS DESI GNATED UNDER SUBSECTI ON (1), AT THE ADDRESS PROVI DED
BY THE | NSURED FOR PURPOSES OF RECEI VI NG NOTI CE OF LAPSE OR
TERM NATI ON. NOTI CE SHALL BE G VEN BY FI RST- CLASS UNI TED STATES
MAI L, POSTAGE PREPAI D, AND NOTI CE SHALL NOT BE G VEN UNTIL 30
DAYS AFTER A PREM UM | S DUE AND UNPAI D. NOTI CE SHALL BE
CONSI DERED G VEN 5 DAYS AFTER THE DATE OF MAI LI NG
(4) A LONG TERM CARE | NSURANCE PCLI CY OR CERTI FI CATE SHALL
PROVI DE FOR REI NSTATEMENT OF COVERAGE | F THE | NSURER | S PROVI DED
PROOF THAT THE PCLI CYHOLDER OR CERTI FI CATEHOLDER WAS COGNI Tl VELY
| MPAI RED OR HAD A LOSS OF FUNCTI ONAL CAPACI TY BEFORE THE GRACE
PERI GD CONTAI NED IN THE PCLI CY EXPIRED. THI S OPTI ON SHALL BE
AVAI LABLE TO THE | NSURED | F REQUESTED W THI N 5 MONTHS AFTER
TERM NATI ON AND SHALL ALLOW FOR THE COLLECTI ON OF PAST DUE
PREM UM WHERE APPROPRI ATE. THE STANDARD OF PROCF OF COGNI Tl VE
| MPAI RVENT OR LOSS OF FUNCTI ONAL CAPACI TY SHALL NOT' BE MORE
STRI NGENT THAN THE BENEFI T ELIA BILITY CRITERI A ON COGNI Tl VE
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| MPAI RVENT OR THE LGOSS OF FUNCTI ONAL CAPACI TY CONTAINED I N THE
POLI CY AND CERTI FI CATE.

(5) THI'S SECTI ON TAKES EFFECT OCTOBER 1, 2006 AND APPLIES TO
LONG TERM CARE POLI CI ES AND CERTI FI CATES | SSUED ON OR AFTER
OCTOBER 1, 2006.

SEC. 3910. (1) TH S SECTI ON DOES NOT APPLY TO LI FE | NSURANCE
PCLI C ES OR RI DERS CONTAI NI NG ACCELERATED BENEFI TS FOR LONG- TERM
CARE.

(2) EXCEPT AS PROVI DED I N SUBSECTION (3), A LONG TERM CARE
I NSURANCE PCLI CY SHALL NOT BE DELI VERED OR | SSUED FOR DELI VERY I N
THI S STATE UNLESS THE PCLI CYHOLDER OR CERTI FI CATEHOLDER HAS BEEN
OFFERED THE OPTI ON OF PURCHASI NG A POLI CY OR CERTI FI CATE
| NCLUDI NG A NONFORFEI TURE BENEFI T. AN OFFER SHALL BE I N WRI TI NG
| F THE NONFORFEI TURE BENEFI T IS NOT OTHERW SE DESCRI BED | N THE
QUTLI NE OF COVERAGE OR OTHER MATERI ALS G VEN TO THE PROSPECTI VE
PCLI CYHOLDER OR CERTI FI CATEHOLDER. THE OFFER OF A NONFORFEI TURE
BENEFI T MAY BE IN THE FORM OF A RIDER THAT | S ATTACHED TO THE
PCLI CY. I F THE POLI CYHOLDER OR CERTI FI CATEHOLDER DECLI NES THE
NONFORFEI TURE BENEFI T, THE | NSURER SHALL PROVI DE A CONTI NGENT
BENEFI T UPON LAPSE THAT SHALL BE AVAI LABLE FOR A SPECI FI ED PERI CD
OF TIME FOLLON NG A SUBSTANTI AL | NCREASE | N PREM UM RATES.

(3) WHEN A GROUP LONG TERM CARE | NSURANCE POLI CY | S | SSUED,
THE OFFER REQUI RED | N SUBSECTI ON (2) SHALL BE MADE TO THE GROUP
PCLI CYHOLDER. HONEVER, |F THE POLICY IS | SSUED AS GROUP LONG TERM
CARE | NSURANCE AS DEFI NED I N SECTI ON 3901(C) (iv), OTHER THAN TO A
CONTI NUI NG CARE RETI REMENT COMVUNI TY OR OTHER SI M LAR ENTITY, THE
OFFERI NG SHALL BE MADE TO EACH PROPOSED CERTI FI CATEHOLDER.
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SEC. 3910A. (1) THI'S SECTI ON DOES NOT APPLY TO LIFE
| NSURANCE POLI Cl ES OR RI DERS CONTAI NI NG ACCELERATED BENEFI TS FOR
LONG- TERM CARE.
(2) A POLICY OR CERTI FI CATE OFFERED W TH NONFORFEI TURE
BENEFI TS SHALL HAVE COVERAGE ELEMENTS, ELIG BILITY, BENEFIT
TRI GGERS, AND BENEFI T LENGTH THAT ARE THE SAME AS COVERAGE TO BE
| SSUED W THOUT NONFORFEI TURE BENEFI TS. THE NONFORFEI TURE BENEFI T
| NCLUDED | N THE OFFER SHALL BE THE BENEFI TS DESCRI BED I N
SUBSECTI ON (8).
10 (3) |F THE OFFER REQUI RED TO BE MADE UNDER SECTI ON 3910 IS
11 REJECTED, THE | NSURER SHALL PROVI DE A CONTI NGENT BENEFI T UPON
12 LAPSE AS DESCRIBED IN TH' S SECTI ON FOR | NDI VI DUAL AND GROUP
13 POLI G ES W THOUT NONFORFEI TURE BENEFI TS | SSUED ON AND AFTER
14 JANUARY 1, 2007.
15 (4) |F A GROUP POLI CYHOLDER ELECTS TO MAKE THE NONFORFEI TURE
16 BENEFI T AN OPTI ON TO THE CERTI FI CATEHOLDER, A CERTI FI CATE SHALL

© 00 N o o B~ W DN P

17 PROVI DE El THER THE NONFCORFEI TURE BENEFI T OR THE CONTI NGENT

18 BENEFI T UPON LAPSE.

19 (5) EXCEPT AS OTHERW SE REQUI RED, POLI CYHOLDERS SHALL BE

20 NOTI FI ED NOT' LESS THAN 45 DAYS BEFORE THE DUE DATE OF A PREM UM
21 | NCREASE AND OF THE AMOUNT OF THE | NCREASE.

22 (6) THE CONTI NGENT BENEFI T ON LAPSE |I'S TRI GGERED EVERY TI ME
23 AN I NSURER | NCREASES THE PREM UM RATES TO A LEVEL THAT RESULTS I N
24 A CUMJULATI VE | NCREASE OF THE ANNUAL PREM UM EQUAL TO OR EXCEEDI NG
25 THE PERCENTACE OF THE INSURED S | NI TI AL ANNUAL PREM UM AS FOLLOWS
26 BASED ON THE I NSURED S | SSUE AGE, AND THE POLI CY OR CERTI FI CATE
27 LAPSES WTHI N 120 DAYS OF THE DUE DATE OF THE PREM UM SO
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1 | NCREASED:

2 TRI GGERS FOR A SUBSTANTI AL PREM UM | NCREASE
3 PERCENT | NCREASE OVER
4 | SSUE AGE I NI TI AL PREM UM
5 29 AND UNDER 200%
6 30- 34 190%
7 35-39 170%
8 40- 44 150%
9 45- 49 130%

10 50-54 110%

11 55-59 90%

12 60 70%

13 61 66%

14 62 62%

15 63 58%

16 64 54%

17 65 50%

18 66 48%

19 67 46%

20 68 44%

21 69 42%

22 70 40%

23 71 38%

24 72 36%

25 73 34%

26 74 32%

27 75 30%

28 76 28%

29 77 26%

30 78 24%
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13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

79 22%
80 20%
81 19%
82 18%
83 17%
84 16%
85 15%
86 14%
87 13%
88 12%
89 11%
90 AND OVER 10%

(7) ON OR BEFORE THE EFFECTI VE DATE OF A SUBSTANTI AL PREM UM
| NCREASE AS DEFI NED | N SUBSECTI ON (6), THE | NSURER SHALL DO ALL
OF THE FOLLOW NG

(A) OFFER TO REDUCE POLI CY BENEFI TS PROVI DED BY THE CURRENT
COVERAGE W THOUT THE REQUI REVENT OF ADDI TI ONAL UNDERWRI TI NG SO
THAT REQUI RED PREM UM PAYMENTS ARE NOT | NCREASED.

(B) OFFER TO CONVERT THE COVERAGE TO A PAI D- UP STATUS W TH A
SHORTENED BENEFI T PERI OD AS PROVI DED | N SUBSECTI ON (8). THI'S
OPTI ON MAY BE ELECTED AT ANY TI ME DURI NG THE 120- DAY PERI OD UNDER
SUBSECTI ON (6).

(C) NOTI FY THE POLI CYHOLDER OR CERTI FI CATEHOLDER THAT A
DEFAULT OR LAPSE AT ANY TI ME DURI NG THE 120- DAY PERI OD UNDER
SUBSECTI ON (6) |'S CONSI DERED TO BE THE ELECTI ON OF THE OFFER TO
CONVERT UNDER SUBDI VI SI ON (B).

(8) BENEFI TS CONTI NUED AS NONFORFEI TURE BENEFI TS, | NCLUDI NG
CONTI NGENT BENEFI TS UPON LAPSE, ARE AS FOLLOWS:

H03022' 05 * (H- 3) DKH
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(A) FOR PURPOSES OF TH S SUBSECTI ON, ATTAI NED AGE RATING IS
DEFI NED AS A SCHEDULE OF PREM UMS STARTI NG FROM THE | SSUE DATE
THAT | NCREASES AGE AT LEAST 1% PER YEAR PRI OR TO AGE 50 AND AT
LEAST 3% PER YEAR BEYOND AGE 50.

(B) FOR PURPOSES OF THI'S SUBSECTI ON, THE NONFORFEI TURE
BENEFI T SHALL BE OF A SHORTENED BENEFI T PERI OD PROVI DI NG PAI D- UP
LONG TERM CARE | NSURANCE COVERAGE AFTER LAPSE. THE SAME BENEFI TS
SHALL BE PAYABLE FOR A QUALIFYI NG CLAIM BUT THE LI FETI ME MAXI MUM
DOLLARS OR DAYS OF BENEFI TS SHALL BE DETERM NED AS PROVI DED I N
SUBDI VI SION (C). AS USED IN THI'S SUBDI VI SI ON, " SAME BENEFI TS"
MEANS AMOUNTS AND FREQUENCY | N EFFECT AT THE TIME OF LAPSE BUT
NOT | NCREASED THEREAFTER.

(C) THE STANDARD NONFORFEI TURE CREDI T W LL BE EQUAL TO 100%
OF THE SUM OF ALL PREM UMS PAI D, | NCLUDI NG THE PREM UMB PAI D
PRI OR TO ANY CHANGES | N BENEFI TS. THE | NSURER MAY OFFER
ADDI TI ONAL SHORTENED BENEFI T PERI OD OPTI ONS, AS LONG AS THE
BENEFI TS FOR EACH DURATI ON EQUAL OR EXCEED THE STANDARD
NONFORFEI TURE CREDI T FOR THAT DURATI ON. HOWEVER, THE M NI MUM
NONFORFEI TURE CREDI T SHALL NOT BE LESS THAN 30 TIMES THE DAI LY
NURSI NG HOVE BENEFI T AT THE TIME OF LAPSE. | N ElI THER EVENT, THE
CALCULATI ON OF THE NONFORFEI TURE CREDI T |'S SUBJECT TO THE
LI M TATI ON OF SUBSECTI ON (9).

(D) THE NONFORFEI TURE BENEFI T SHALL BEG N NOT LATER THAN THE
END OF THE TH RD YEAR FOLLOW NG THE POLI CY OR CERTI FI CATE | SSUE
DATE. THE CONTI NGENT BENEFI T UPON LAPSE SHALL BE EFFECTI VE DURI NG
THE FI RST 3 YEARS AS WELL AS THEREAFTER HONEVER FOR A POLICY OR
CERTI FI CATE W TH ATTAI NED AGE RATI NG, THE NONFORFEI TURE BENEFI T
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10

SHALL BEG N ON THE EARLI ER OF THE END OF THE TENTH YEAR FOLLOW NG
THE POLI CY OR CERTI FI CATE | SSUE DATE OR THE END OF THE SECOND
YEAR FOLLOW NG THE DATE THE POLI CY OR CERTI FI CATE |'S NO LONGER
SUBJECT TO ATTAI NED AGE RATI NG

(E) NONFORFEI TURE CREDI TS MAY BE USED FOR ALL CARE AND
SERVI CES QUALI FYI NG FOR BENEFI TS UNDER THE TERMB OF THE POLICY OR
CERTI FI CATE, UP TO THE LIM TS SPECI FI ED I N THE POLI CY OR
CERTI FI CATE.

(9) ALL BENEFI TS PAI D BY THE | NSURER WHI LE THE POLICY OR
CERTI FI CATE I'S I N PREM UM PAYI NG STATUS AND | N THE PAI D-UP STATUS
SHALL NOT EXCEED THE MAXI MUM BENEFI TS THAT WOULD BE PAYABLE I F
THE POLI CY OR CERTI FI CATE HAD REMAI NED | N PREM UM PAYI NG STATUS.

(10) THERE SHALL BE NO DI FFERENCE | N THE M NI MUM
NONFORFEI TURE BENEFI TS AS REQUI RED UNDER THI S SECTI ON FOR GROUP
AND | NDI VI DUAL POLI Cl ES.

(11) TH S SECTION | S EFFECTI VE JANUARY 1, 2007 AND SHALL
APPLY AS FOLLOWS:

(A) EXCEPT AS OTHERW SE PROVI DED I N SUBDI VI SION (B), THI'S
SECTI ON APPLI ES TO ANY LONG TERM CARE POLICY | SSUED I N THI S STATE
ON OR AFTER JANUARY 1, 2007.

(B) THI'S SECTI ON DOES NOT APPLY TO CERTI FI CATES | SSUED ON OR
AFTER JANUARY 1, 2007, UNDER A GROUP LONG TERM CARE | NSURANCE
POLI CY AS DEFI NED | N SECTI ON 3901(C) (i), WH CH POLI CY WAS | N FORCE
AT THE TIME THI S SECTI ON BECAMVE EFFECTI VE.

(12) PREM UMB CHARGED FOR A POLI CY OR CERTI FI CATE CONTAI NI NG
NONFORFEI TURE BENEFI TS OR A CONTI NGENT BENEFI T ON LAPSE ARE
SUBJECT TO THE LOSS RATI O REQUI REMENTS OF SECTI ON 3926A TREATI NG
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THE POLI CY AS A WHOLE.

(13) TO DETERM NE WHETHER CONTI NGENT NONFORFEI TURE UPON
LAPSE PROVI SI ONS ARE TRI GGERED UNDER SUBSECTI ON (6), A REPLACI NG
I NSURER THAT PURCHASED OR OTHERW SE ASSUMED A BLOCK CR BLOCKS OF
LONG TERM CARE | NSURANCE POLI CI ES FROM ANOTHER | NSURER SHALL
CALCULATE THE PERCENTACGE | NCREASE BASED ON THE | NI TI AL ANNUAL
PREM UM PAI D BY THE | NSURED WHEN THE PCLI CY WAS FI RST PURCHASED
FROM THE ORI G NAL | NSURER.

(14) FOR QUALI FI ED LONG TERM CARE | NSURANCE CONTRACTS THAT
ARE LEVEL PREM UM CONTRACTS, AN I NSURER SHALL OFFER A

© 00 N o o B~ W DN P

e
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NONFCORFEI TURE BENEFI T THAT MEETS ALL OF THE FOLLOW NG

(A) 1'S APPROPRI ATELY CAPTI ONED.

(B) PROVIDES A BENEFI T AVAI LABLE I N THE EVENT OF A DEFAULT
IN THE PAYMENT OF ANY PREM UMS AND STATES THAT THE AMOUNT COF THE
BENEFI T MAY BE ADJUSTED SUBSEQUENT TO BEI NG | NI TI ALLY GRANTED
ONLY AS NECESSARY TO REFLECT CHANGES | N CLAI M5, PERSI STENCY, AND

L T i e
N oo o b~ wWwN

| NTEREST AS REFLECTED I N CHANGES | N RATES FOR PREM UM PAYI NG
CONTRACTS APPROVED BY THE COW SSI ONER FOR THE SAME CONTRACT
FORM

N R R
o O o

(C) PROVI DES AT LEAST 1 OF THE FOLLOW NG

(i) REDUCED PAI D- UP | NSURANCE.

(ii) EXTENDED TERM | NSURANCE.

(iii) SHORTENED BENEFI T PERI OD.

24 (iv) OTHER OFFERI NGS APPROVED BY THE COWM SSI ONER THAT ARE
25 SIM LAR TO SUBPARAGRAPHS (i) TO (iii).

26 SEC. 3910B. (1) A LONG TERM CARE | NSURANCE POLICY OR

27 CERTI FI CATE SHALL PROVI DE THAT A POLI CYHOLDER OR

N NN
w N
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12
CERTI FI CATEHOLDER VWHO W SHES TO REDUCE COVERAGE AND LONER THE
POLI CY OR CERTI FI CATE PREM UM MAY CHOCSE AT LEAST 1 OF THE
FOLLOW NG OPTI ONS:

(A) REDUCI NG THE LI FETI ME MAXI MUM BENEFI T.

(B) REDUCI NG THE DAILY, WEEKLY, OR MONTHLY BENEFI T AMOUNT.

(2) I'N ADDI TI ON TO THE REDUCTI ON OPTI ONS LI STED I N
SUBSECTI ON (1), A LONG TERM CARE | NSURER MAY OFFER ADDI Tl ONAL
REDUCTI ON OPTI ONS THAT ARE CONSI STENT W TH THE PCLI CY OR
CERTI FI CATE DESI GN OR THE | NSURER S ADM NI STRATI VE PROCESSES.

(3) A LONG TERM CARE | NSURER SHALL | NCLUDE I N THE LONG TERM
CARE | NSURANCE POLI CY OR CERTI FI CATE A DESCRI PTI ON OF THE WAYS | N
VH CH COVERAGE MAY BE REDUCED AND THE PROCESS FOR REQUESTI NG AND
| MPLEMENTI NG A REDUCTI ON | N COVERAGE.

(4) THE AGE TO DETERM NE THE PREM UM FOR REDUCED COVERAGE
SHALL BE BASED ON THE AGE USED TO DETERM NE THE PREM UM5 FOR THE
COVERAGE CURRENTLY I N FORCE.

(5) A LONG TERM CARE | NSURER NMAY LIM T ANY REDUCTI ON IN
COVERAGE TO PLANS AVAI LABLE FOR THAT POLICY FORM AND TO THOSE FOR
VWH CH BENEFI TS W LL BE AVAI LABLE AFTER CONSI DERATI ON OF CLAI MS
PAI D OR PAYABLE.

(6) I'F A LONG TERM CARE | NSURANCE PCLI CY OR CERTI FICATE | S
ABQUT TO LAPSE, THE I NSURER SHALL PROVI DE WRI TTEN NOTI CE TO THE
| NSURED OF THE OPTIONS I N SUBSECTION (1) TO LOAER THE PREM UM BY
REDUCI NG COVERAGE AND OF THE PREM UMS APPLI CABLE TO THE REDUCED
COVERAGE OPTI ONS. THE | NSURER MAY | NCLUDE | N THE NOTI CE
ADDI TI ONAL OPTI ONS TO THOSE REQUI RED I N SUBSECTION (1). THE
NOTlI CE SHALL PROVI DE THE | NSURED AT LEAST 30 DAYS IN WHICH TO
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13
ELECT TO REDUCE COVERAGE, AND THE POLI CY OR CERTI FI CATE SHALL BE
REI NSTATED W THOUT UNDERWRI TI NG | F THE | NSURED ELECTS THE REDUCED
COVERAGE.

(7) THI'S SECTI ON APPLI ES TO LONG TERM CARE PQOLI CI ES AND
CERTI FI CATES | SSUED ON OR AFTER JANUARY 1, 2007.

Sec. 3915. A long-termcare insurance policy SO.D BEFCRE,
ON, OR AFTER JUNE 2, 1992 shall not condition benefits on any of
the foll ow ng:

(a) The prior institutionalization of the insured.

(b) Prior receipt of a higher level of institutional care.

SEC. 3925. (1) EXCEPT AS PROVI DED | N SUBSECTION (2), TH'S
SECTI ON APPLI ES TO ANY LONG TERM CARE PCOLI CY OR CERTI FI CATE
| SSUED IN TH S STATE ON OR AFTER JANUARY 1, 2007.

(2) FOR A LONG TERM CARE CERTI FI CATE | SSUED ON OR AFTER
JANUARY 1, 2007 UNDER A GROUP LONG TERM CARE | NSURANCE POLI CY
DESCRI BED I N SECTI ON 3901(C) (i), WHI CH POLICY WAS I N FORCE ON
JANUARY 1, 2007, THI S SECTI ON APPLI ES ON THE POLI CY ANNI VERSARY
DATE FOLLOW NG JANUARY 1, 2007.

(3) OTHER THAN LONG TERM CARE PQOLI CI ES OR CERTI FI CATES FOR
VWH CH NO APPLI CABLE PREM UM RATE OR RATE SCHEDULE | NCREASES CAN
BE MADE, AN I NSURER SHALL PROVI DE ON FORMS APPROVED BY THE
COW SSI ONER ALL OF THE FOLLOW NG | NFORMVATI ON TO THE APPLI CANT AT
THE TI ME OF APPLI CATI ON OR ENROLLMENT OR, |IF THE METHOD OF
APPLI CATI ON DOES NOT ALLOW FOR DELI VERY AT THAT TI ME, AN | NSURER
SHALL PROVI DE ON FORVS APPROVED BY THE COWM SSI ONER ALL OF THE
FOLLOW NG | NFORVATI ON TO THE APPLI CANT NO LATER THAN AT THE TI ME
COF DELI VERY OF THE POLI CY OR CERTI FI CATE:
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(A) A STATEMENT THAT THE POLI CY MAY BE SUBJECT TO RATE
| NCREASES | N THE FUTURE.

(B) AN EXPLANATI ON OF POTENTI AL FUTURE PREM UM RATE
REVI SI ONS, AND THE POLI CYHOLDER S OR CERTI FI CATEHOLDER S OPTI ON
IN THE EVENT OF A PREM UM RATE REVI SI ON.

(© THE PREM UM RATE OR RATE SCHEDULES APPLI CABLE TO THE
APPLI CANT THAT W LL BE I N EFFECT UNTIL A REQUEST IS MADE FOR AN
| NCREASE.

(D) A GENERAL EXPLANATI ON FOR APPLYI NG PREM UM RATE OR RATE
SCHEDULE ADJUSTMENTS THAT SHALL | NCLUDE A DESCRI PTI ON OF VWHEN
PREM UM RATE OR RATE SCHEDULE ADJUSTMENTS W LL BE EFFECTI VE AND
THE RIGHT TO A REVI SED PREM UM RATE OR RATE SCHEDULE | F THE
PREM UM RATE OR RATE SCHEDULE | S CHANGED.

(E) 1 NFORVATI ON CONCERNI NG EACH PREM UM RATE | NCREASE ON THE
PCLI CY OR CERTI FI CATE OR SIM LAR PCLI CI ES OR CERTI FI CATES OVER
THE PAST 10 YEARS FOR TH S STATE OR ANY OTHER STATE THAT, AT A
M N MUM | DENTI FI ES ALL OF THE FOLLOW NG

(i) THE POLI Cl ES OR CERTI FI CATES FOR WH CH PREM UM RATES HAVE
BEEN | NCREASED.

(i) THE CALENDAR YEARS WHEN THE PCLI CY OR CERTI FI CATE WAS
AVAI LABLE FOR PURCHASE.

(1)) THE AMOUNT OR PERCENT OF EACH | NCREASE. THE PERCENTAGE
MAY BE EXPRESSED AS A PERCENTAGE OF THE PREM UM RATE PRI OR TO THE
| NCREASE AND MAY ALSO BE EXPRESSED AS M NI MUM AND MAXI MUM
PERCENTAGES | F THE RATE | NCREASE IS VARI ABLE BY RATI NG
CHARACTERI STI CS. AN | NSURER MAY EXCLUDE FROM THI S DI SCLOSURE
PREM UM RATE | NCREASES THAT ONLY APPLY TO BLOCKS OF BUSI NESS
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ACQUI RED FROM ANOTHER NONAFFI LI ATED | NSURER OR THE LONG- TERM CARE
POLI Gl ES OR CERTI FI CATES ACQUI RED FROM ANOTHER NONAFFI LI ATED
| NSURER WHEN THOSE | NCREASES OCCURRED PRI OR TO THE ACQUI SI TI ON.
| F AN ACQUI RI NG | NSURER FI LES FOR A RATE | NCREASE ON A LONG TERM
CARE POLI CY OR CERTI FI CATE ACQUI RED FROM A NONAFFI LI ATED | NSURER
OR A BLOCK OF POLIClIES OR CERTI FI CATES ACQUI RED FROM A
NONAFFI LI ATED | NSURER BEFORE THE LATER OF JANUARY 1, 2007 OR THE
END OF A 24- MONTH PERI OD FOLLOW NG THE ACQUI SI TI ON OF THE BLOCK
OF POLI Cl ES OR CERTI FI CATES, THE ACQUI RI NG | NSURER MAY EXCLUDE
THAT RATE | NCREASE FROM THI S DI SCLOSURE. HOWEVER, THE
NONAFFI LI ATED SELLI NG COVPANY SHALL | NCLUDE THE DI SCLOSURE OF
THAT RATE | NCREASE AS PROVI DED | N SUBPARAGRAPH (i). |F THE
ACQUI RI NG | NSURER FI LES FOR A SUBSEQUENT RATE | NCREASE, EVEN
W THI N THE 24- MONTH PERI OD, ON THE SAMVE POLI CY OR CERTI FI CATE
ACQUI RED FROM A NONAFFI LI ATED | NSURER OR BLOCK OF POLICl ES OR
CERTI FI CATES ACQUI RED FROM A NONAFFI LI ATED | NSURER THE ACQUI R NG
| NSURER SHALL MAKE ALL DI SCLOSURES REQUI RED BY THI'S SUBDI VI SI ON,
| NCLUDI NG DI SCLOSURE OF THE EARLI ER RATE | NCREASE.

(4) THE | NSURER MAY, IN A FAIR MANNER, PROVI DE EXPLANATORY
| NFORMATI ON RELATED TO THE RATE | NCREASES | N ADDI TI ON TO THAT
REQUI RED UNDER SUBSECTI ON ( 3).

(5) EXCEPT AS OTHERW SE PROVI DED I N THI S SUBSECTI ON, AN
APPL| CANT SHALL SI GN AN ACKNOW.EDGVENT AT THE TI ME OF APPLI CATI ON
THAT THE | NSURER MADE THE DI SCLOSURE REQUI RED UNDER SUBSECTI ON
(3). |F DUE TO THE METHOD OF APPLI CATI ON THE APPLI CANT CANNOT
SI GN AN ACKNOALEDGVENT AT THE TI ME OF APPLI CATI ON, THE APPLI CANT
SHALL SI GN AN ACKNOW.EDGVENT THAT THE | NSURER MADE THE DI SCLOSURE

H03022' 05 * (H- 3) DKH



16

REQUI RED UNDER SUBSECTI ON (3) NO LATER THAN AT THE TI ME OF
DELI VERY OF THE PCLI CY OR CERTI FI CATE.

(6) AN I NSURER SHALL PROVI DE NOTI CE OF AN UPCOM NG PREM UM
RATE SCHEDULE | NCREASE TO ALL POLI CYHOLDERS OR
CERTI FI CATEHOLDERS, | F APPLI CABLE, AT LEAST 45 DAYS PRIOR TO THE
| MPLEMENTATI ON OF THE PREM UM RATE SCHEDULE | NCREASE BY THE
I NSURER. THE NOTI CE SHALL | NCLUDE THE | NFORVATI ON REQUI RED BY
SUBSECTI ON (3) WHEN THE RATE | NCREASE | S | MPLEMENTED.

(7) A LONG TERM CARE | NSURER SHALL PROVI DE TO AN APPLI CANT A

© 00 N o o B~ W DN P
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LONG- TERM CARE | NSURANCE PERSONAL WORKSHEET APPROVED BY THE
COW SSI ONER THAT THE APPLI CANT CAN USE FOR HELP | N DETERM NI NG
VWHETHER LONG TERM CARE | NSURANCE SHOULD BE PURCHASED.

e =S
w N -

(8) A LONG TERM CARE | NSURER SHALL PROVI DE TO AN APPLI CANT
VHO IS 60 YEARS OF AGE OR OLDER OR WHO IS DI SABLED A CURRENT
BROCHURE, OR THE WEB ADDRESS WHERE THE BROCHURE CAN BE OBTAI NED

e
[ IO ) N N

AND THE TELEPHONE NUMBER FOR THE AGENCY THAT CAN PROVI DE THE
BROCHURE, FROM THE STATE' S MEDI CARE MEDI CAl D ASSI STANCE PROGRAM
THAT CONTAI'NS | NFORVATI ON ON THE AVAI LABI LI TY OF FREE AND

e
© o ~

| NDEPENDENT | NSURANCE PURCHASI NG AND PUBLI C BENEFI TS COUNSELI NG
SEC. 3926. (1) TH S SECTI ON APPLI ES TO ANY LONG TERM CARE
PCLI CY OR CERTI FI CATE | SSUED IN THI S STATE ON OR AFTER JANUARY 1,

N N DN
N B O

2007.

N
w

(2) AN I NSURER SHALL PROVIDE ALL OF THE FOLLOW NG
| NFORMATI ON TO THE COWM SSI ONER 30 DAYS PRI OR TO MAKI NG A LONG

NN
[62 B SN

TERM CARE | NSURANCE PQLI CY OR CERTI FI CATE AVAI LABLE FOR SALE:
(A) A COPY OF THE DI SCLOSURE DOCUMENTS REQUI RED I N SECTI ON

N DN
N O

3925.
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1 (B) AN ACTUARI AL CERTI FI CATI ON CONSI STI NG OF AT LEAST ALL OF
2 THE FOLLOW NG
3 (i) A STATEMENT THAT THE I NI TI AL PREM UM RATE SCHEDULE | S
4 SUFFI CI ENT TO COVER ANTI Cl PATED COSTS UNDER MODERATELY ADVERSE
5 EXPERI ENCE AND THAT THE PREM UM RATE SCHEDULE | S REASONABLY
6 EXPECTED TO BE SUSTAI NABLE OVER THE LI FE OF THE POLI CY OR
7 CERTI FI CATE WTH NO FUTURE PREM UM | NCREASES ANTI ClI PATED.
8 (i) A STATEMENT THAT THE PCLI CY OR CERTI FI CATE DESI GN AND
9 COVERAGE PROVI DED HAVE BEEN REVI EWED AND TAKEN | NTO
10 CONSI DERATI ON.
11 (i) A STATEMENT THAT THE UNDERWRI TI NG AND CLAI M5
12 ADJUDI CATI ON PROCESSES HAVE BEEN REVI EWED AND TAKEN | NTO
13 CONSI DERATI ON.
14 (iv) A COWLETE DESCRI PTI ON OF THE BASI S FOR CONTRACT
15 RESERVES THAT ARE ANTI Cl PATED TO BE HELD UNDER THE POLI CY OR
16 CERTI FI CATE, W TH SUFFI Cl ENT DETAI L OR SAVPLE CALCULATI ONS
17 PROVI DED SO AS TO HAVE A COVPLETE DEPI CTI ON OF THE RESERVE
18 AMOUNTS TO BE HELD, A STATEMENT THAT THE ASSUMPTI ONS USED FOR
19 RESERVES CONTAI N REASONABLE MARG NS FOR ADVERSE EXPERI ENCE, A
20 STATEMENT THAT THE NET VALUATI ON PREM UM FOR RENEWAL YEARS DCES
21 NOT | NCREASE EXCEPT FOR ATTAI NED- AGE RATI NG WHERE PERM TTED, AND
22 A STATEMENT THAT THE DI FFERENCE BETWEEN THE GROSS PREM UM AND THE
23 NET VALUATI ON PREM UM FOR RENEWAL YEARS | S SUFFI CI ENT TO COVER
24 EXPECTED RENEWAL EXPENSES OR | F SUCH A STATEMENT CANNOT BE MADE,
25 A COVWPLETE DESCRI PTI ON OF THE SI TUATI ONS WHERE THI S DOES NOT
26 OCCUR AN AGGREGATE DI STRI BUTI ON OF ANTI CI PATED | SSUES NMAY BE
27 USED AS LONG AS THE UNDERLYI NG GRCSS PREM UMS NAI NTAI N A
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REASONABLY CONSI STENT RELATI ONSHI P. | F THE GROSS PREM UMB FOR
CERTAI N AGE GROUPS APPEAR TO BE | NCONSI STENT WTH THI' S
REQUI REVENT, THE COWM SSI ONER MAY REQUEST A DEMONSTRATI ON UNDER
SUBSECTI ON (3) BASED ON A STANDARD AGE DI STRI BUTI ON.

(v) A STATEMENT THAT THE PREM UM RATE SCHEDULE |S NOT LESS
THAN THE PREM UM RATE SCHEDULE FOR EXI STING SI M LAR POLI Cl ES OR
CERTI FI CATES ALSO AVAI LABLE FROM THE | NSURER EXCEPT FOR
REASONABLE DI FFERENCES ATTRI BUTABLE TO BENEFI TS OR A COMPARI SON
OF THE PREM UM SCHEDULES FOR SI M LAR POLI Cl ES OR CERTI FI CATES
THAT ARE CURRENTLY AVAI LABLE FROM THE | NSURER W TH AN EXPLANATI ON
OF THE DI FFERENCES.

(3) PRIOR TO THE EXPI RATI ON OF THE 30 DAYS UNDER SUBSECTI ON
(2), THE COWM SSI ONER MAY REQUEST AN ACTUARI AL DEMONSTRATI ON THAT
BENEFI TS ARE REASONABLE | N RELATI ON TO PREM UMS. THE ACTUARI AL
DEMONSTRATI ON SHALL | NCLUDE EI THER PREM UM AND CLAI M EXPERI ENCE
ON SIM LAR POLI Cl ES OR CERTI FI CATES, ADJUSTED FOR ANY PREM UM OR
BENEFI T DI FFERENCES, OR RELEVANT AND CREDI BLE DATA FROM OTHER
STUDI ES, OR BOTH. | F THE COMM SSI ONER ASKS FOR THI S ADDI Tl ONAL
| NFORMVATI ON, THE 30- DAY TI ME PER OD UNDER SUBSECTION (2) IS
TOLLED UNTIL THE COMM SSI ONER RECEI VES THE REQUESTED | NFORMATI ON.

SEC. 3926A. (1) EXCEPT AS PROVI DED | N SUBSECTION (2), THI'S
SECTI ON APPLI ES TO ANY LONG TERM CARE POLI CY OR CERTI FI CATE
| SSUED I N THI S STATE ON OR AFTER JANUARY 1, 2007.

(2) FOR CERTI FI CATES | SSUED ON OR AFTER JANUARY 1, 2007
UNDER A GROUP LONG TERM CARE | NSURANCE POLI CY DESCRI BED I N
SECTI ON 3901(C) (i), WHI CH POLICY WAS | N FORCE ON JANUARY 1, 2007,
THI' S SECTI ON APPLI ES ON THE POLI CY ANNI VERSARY DATE FOLLOW NG
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JANUARY 1, 2007.

(3) AN I NSURER SHALL PROVI DE NOTI CE OF A PENDI NG PREM UM
RATE SCHEDULE | NCREASE, | NCLUDI NG AN EXCEPTI ONAL | NCREASE, TO THE
COMM SSI ONER AT LEAST 30 DAYS PRIOR TO THE NOTI CE TO THE
POLI CYHOLDERS. THI'S NOTI CE TO THE COWM SSI ONER SHALL | NCLUDE ALL
OF THE FOLLOW NG

(A) | NFORVATI ON REQUI RED BY SECTI ON 3925.

(B) CERTIFI CATI ON BY A QUALI FI ED ACTUARY THAT I F THE
REQUESTED PREM UM RATE SCHEDULE | NCREASE IS | MPLEMENTED AND THE
UNDERLY!l NG ASSUMPTI ONS, VWH CH REFLECT MODERATELY ADVERSE
CONDI TI ONS, ARE REALI ZED, NO FURTHER PREM UM RATE SCHEDULE
| NCREASES ARE ANTI Cl PATED AND THAT THE PREM UM RATE FILING IS I N
COVPLI ANCE W TH THE PROVI SI ONS OF THI S SECTI ON.

(© AN ACTUARI AL MEMORANDUM JUSTI FYI NG THE RATE SCHEDULE
CHANGE REQUEST THAT | NCLUDES ALL OF THE FOLLOW NG

(i) LI FETI ME PROJECTI ONS OF EARNED PREM UMS AND | NCURRED
CLAI M5 BASED ON THE FI LED PREM UM RATE SCHEDULE | NCREASE AND THE
METHOD AND ASSUMPTI ONS USED | N DETERM NI NG THE PRQIECTED VALUES,
I NCLUDI NG REFLECTI ON OF ANY ASSUMPTI ONS THAT DEVI ATE FROM THOSE
USED FOR PRI CI NG OTHER POLI CI ES OR CERTI FI CATES CURRENTLY
AVAI LABLE FOR SALE. ANNUAL VALUES FOR THE 5 YEARS PRECEDI NG AND
THE 3 YEARS FOLLOW NG THE VALUATI ON DATE SHALL BE PROVI DED
SEPARATELY. THE PRQIECTI ONS SHALL | NCLUDE THE DEVELOPMENT OF THE
LI FETI ME LOSS RATI O, UNLESS THE RATE | NCREASE | S AN EXCEPTI ONAL
| NCREASE. THE PROQJECTI ONS SHALL DEMONSTRATE COMPLI ANCE W TH
SUBSECTI ON (4). FOR EXCEPTI ONAL | NCREASES, THE PRQJECTED
EXPERI ENCE SHALL BE LIM TED TO THE | NCREASES I N CLAI M5 EXPENSES
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ATTRI BUTABLE TO THE APPROVED REASONS FOR THE EXCEPTI ONAL | NCREASE
AND | F THE COW SSI ONER DETERM NES THAT OFFSETS MAY EXI ST, THE
| NSURER SHALL USE APPROPRI ATE NET PRQIECTED EXPERI ENCE.

(i) I'F THE RATE I NCREASE W LL TRI GGER CONTI NGENT BENEFI T
UPON LAPSE, DI SCLOSURE OF HOW RESERVES HAVE BEEN | NCORPCRATED I N
THI S RATE | NCREASE.

(iii) DI SCLOSURE COF THE ANALYSI S PERFORMED TO DETERM NE VWHY A
RATE ADJUSTMENT | S NECESSARY, VH CH PRI CI NG ASSUMPTI ONS WERE NOT
REALI ZED AND VHY, AND WHAT OTHER ACTI ONS TAKEN BY THE | NSURER

© 00 N o o b~ W DN P
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HAVE BEEN RELI ED ON BY THE ACTUARY.

(iv) A STATEMENT THAT POLI CY DESI G\, UNDERVWRI TI NG AND CLAI M5
ADJUDI CATI ON PRACTI CES HAVE BEEN TAKEN | NTO CONSI DERATI ON.

(V) TF IT 1S NECESSARY TO MAI NTAI N CONSI STENT PREM UM RATES
FOR NEW CERTI FI CATES AND CERTI FI CATES RECEI VI NG A RATE | NCREASE,
THE | NSURER W LL NEED TO FI LE COVPOSI TE RATES REFLECTI NG
PRQIECTI ONS OF NEW CERTI FI CATES.

(D) A STATEMENT THAT RENEWAL PREM UM RATE SCHEDULES ARE NOT
GREATER THAN NEW BUSI NESS PREM UM RATE SCHEDULES EXCEPT FOR
DI FFERENCES ATTRI BUTABLE TO BENEFI TS, UNLESS SUFFI Cl ENT

I e T = i = T R O e =
O ©O© 00 N oo o dM WwON P

JUSTI FI CATION IS PROVI DED TO THE COVMM SSI ONER

(E) SUFFI CI ENT | NFORVATI ON FOR REVI EW AND APPROVAL OF THE
PREM UM RATE SCHEDULE | NCREASE BY THE COW SSI ONER

(4) ALL PREM UM RATE SCHEDULE | NCREASES SHALL BE DETERM NED
I N ACCORDANCE W TH THE FOLLOW NG REQUI REMENTS:

(A) EXCEPTI ONAL | NCREASES SHALL PROVI DE THAT 70% OF THE
PRESENT VALUE OF PRQJIECTED ADDI TI ONAL PREM UMS FROM THE
EXCEPTI ONAL | NCREASE W LL BE RETURNED TO PCLI CYHOLDERS I N

N DN N D N N DN
N~ oo o b~ WO N P
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BENEFI TS.

(B) PREM UM RATE SCHEDULE | NCREASES SHALL BE CALCULATED SUCH
THAT THE SUM OF THE ACCUMULATED VALUE OF | NCURRED CLAI MBS, W THOUT
THE | NCLUSI ON OF ACTI VE LI FE RESERVES, AND THE PRESENT VALUE OF
FUTURE PRQJECTED | NCURRED CLAI MS, W THOUT THE | NCLUSI ON OF ACTI VE
LI FE RESERVES, W LL NOT BE LESS THAN THE SUM OF THE FOLLOW NG

(i) THE ACCUMULATED VALUE OF THE | NI TI AL EARNED PREM UM TI MES
58%

(ii) El GHTY- FI VE PERCENT OF THE ACCUMULATED VALUE OF PRI OR
PREM UM RATE SCHEDULE | NCREASES ON AN EARNED BASI S.

(iii) THE PRESENT VALUE OF FUTURE PRQJECTED I NI TI AL EARNED
PREM UMB TI MES 58%

(iv) ElI GHTY- FI VE PERCENT OF THE PRESENT VALUE OF FUTURE
PRQJECTED PREM UMS NOT | N SUBPARAGRAPH (iii) ON AN EARNED BASI S.

(C) IF A POLICY OR CERTI FI CATE HAS BOTH EXCEPTI ONAL AND
OTHER | NCREASES, THE VALUES I N SUBDI VI SI ON (B) (ii) AND (iv) SHALL
ALSO | NCLUDE 70% FOR EXCEPTI ONAL RATE | NCREASE AMOUNTS.

(D) ALL PRESENT AND ACCUMULATED VALUES USED TO DETERM NE
RATE | NCREASES SHALL USE THE MAXI MUM VALUATI ON | NTEREST RATE FOR
CONTRACT RESERVES AS SPECI FI ED | N SECTI ON 733(1). THE ACTUARY
SHALL DI SCLOSE AS PART OF THE ACTUARI AL MEMORANDUM THE USE OF ANY
APPROPRI ATE AVERAGES.

(5) FOR EACH RATE | NCREASE THAT IS | MPLEMENTED, THE | NSURER
SHALL FILE FOR REVI EW AND APPROVAL BY THE COWM SSI ONER UPDATED
PRQJECTI ONS, AS DESCRI BED | N SUBSECTI ON (3) (C) (i), ANNUALLY FOR
THE NEXT 3 YEARS AND | NCLUDE A COMPARI SON OF ACTUAL RESULTS TO
PRQJECTED VALUES. THE COWM SSI ONER MAY EXTEND THE PERI OD TO
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GREATER THAN 3 YEARS | F ACTUAL RESULTS ARE NOT CONSI STENT W TH
PRQJECTED VALUES FROM PRI OR PRQJECTI ONS. FOR GROUP | NSURANCE
CERTI FI CATES THAT MEET THE CONDI TI ONS | N SUBSECTI ON (13), THE
PRQJECTI ON REQUI RED BY THI S SUBSECTI ON SHALL BE PROVI DED TO THE
POLI CYHOLDER | N LI EU OF FILING W TH THE COWM SSI ONER

(6) |F ANY PREM UM RATE | N THE REVI SED PREM UM RATE SCHEDULE
| S GREATER THAN 200% OF THE COVPARABLE RATE IN THE | NI TI AL
PREM UM SCHEDULE, LI FETI ME PRQJECTI ONS, AS DESCRI BED I N
SUBSECTI ON (3) (C) (i), SHALL BE FILED FOR REVI EW AND APPROVAL BY
THE COWM SSI ONER EVERY 5 YEARS FOLLOW NG THE END OF THE REQUI RED
PERI D | N SUBSECTI ON (5). FOR GROUP | NSURANCE CERTI FI CATES THAT
MEET THE CONDI TI ONS | N SUBSECTI ON (13), THE PROJECTI ONS REQUI RED
BY TH'S SUBSECTI ON SHALL BE PROVI DED TO THE POLI CYHOLDER I N LI EU
OF FILING WTH THE COMM SSI ONER

(7) |F THE COWM SSI ONER HAS DETERM NED THAT THE ACTUAL
EXPER ENCE FOLLON NG A RATE | NCREASE DOES NOT ADEQUATELY MATCH
THE PROJECTED EXPERI ENCE AND THAT THE CURRENT PROJECTI ONS UNDER
MODERATELY ADVERSE CONDI TI ONS DEMONSTRATE THAT | NCURRED CLAI MB
W LL NOT EXCEED PROPORTI ONS OF PREM UMS SPECI FI ED | N SUBSECTI ON
(4), THE COWM SSI ONER MAY REQUI RE THE | NSURER TO | MPLEMENT
PREM UM RATE SCHEDULE ADJUSTMENTS OR OTHER MEASURES TO REDUCE THE
DI FFERENCE BETWEEN THE PRQJECTED AND ACTUAL EXPERI ENCE. IN
DETERM NI NG WHETHER THE ACTUAL EXPERI ENCE ADEQUATELY MATCHES THE
PRQJECTED EXPERI ENCE, CONS| DERATI ON SHOULD BE G VEN TO SUBSECTI ON
(3) (O) (iii), |F APPLI CABLE.

(8) IF THE MAJORI TY OF THE POLI CI ES OR CERTI FI CATES TO VI CH
AN | NCREASE |'S APPLI CABLE ARE ELI Gl BLE FOR THE CONTI NGENT BENEFI T
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UPON LAPSE, THE | NSURER SHALL FILE BOTH OF THE FOLLOW NG W TH THE
COWM SSI ONER:

(A) A PLAN, SUBJECT TO COWM SSI ONER APPROVAL, FOR | MPROVED
ADM NI STRATI ON OR CLAI M5 PROCESSI NG DESI GNED TO ELI M NATE THE
POTENTI AL FOR FURTHER DETERI ORATI ON OF THE POLI CY OR CERTI FI CATE
REQUI Rl NG FURTHER PREM UM RATE SCHEDULE | NCREASES, OR BOTH, OR TO
DEMONSTRATE THAT APPROPRI ATE ADM NI STRATI ON AND CLAI M8 PROCESSI NG
HAVE BEEN | MPLEMENTED OR ARE | N EFFECT.

(B) THE ORI G NAL ANTI Cl PATED LI FETI ME LOSS RATI O, AND THE
PREM UM RATE SCHEDULE | NCREASE THAT WOULD HAVE BEEN CALCULATED
ACCORDI NG TO SUBSECTI ON (4) HAD THE GREATER OF THE ORI GI NAL
ANTI Cl PATED LI FETI ME LOSS RATI O OR 58% BEEN USED | N THE
CALCULATI ONS DESCRI BED | N SUBSECTI ON (4) (B) (i) AND (iii).

(9) THE COWM SSI ONER SHALL REVI EW FOR ALL POLICIES AND
CERTI FI CATES | NCLUDED IN A FILING THE PRQJECTED LAPSE RATES AND
PAST LAPSE RATES DUR NG THE 12 MONTHS FOLLOW NG EACH | NCREASE TO
DETERM NE | F SI GNI FI CANT ADVERSE LAPSATI ON HAS OCCURRED OR | S
ANTI Cl PATED FOR ANY RATE | NCREASE FI LI NG MEETI NG THE FOLLOW NG
CRI TERI A:

(A) THE RATE | NCREASE |'S NOT THE FI RST RATE | NCREASE
REQUESTED FOR THE SPECI FI C POLI CY OR CERTI FI CATE.

(B) THE RATE | NCREASE |'S NOT AN EXCEPTI ONAL | NCREASE.

(C) THE MAJORI TY OF THE POLICI ES OR CERTI FI CATES TO WHI CH
THE | NCREASE |'S APPLI CABLE ARE ELI G BLE FOR THE CONTI NGENT
BENEFI T UPON LAPSE.

(10) | F SI GNI FI CANT ADVERSE LAPSATI ON HAS OCCURRED, |S
ANTI Cl PATED IN THE FILING, OR IS EVIDENCED | N THE ACTUAL RESULTS
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AS PRESENTED | N THE UPDATED PRQJECTI ONS PROVI DED BY THE | NSURER
FOLLON NG THE REQUESTED RATE | NCREASE, THE COWM SSI ONER MAY
DETERM NE THAT A RATE SPI RAL EXI STS. FOLLOW NG THE DETERM NATI ON
THAT A RATE SPI RAL EXI STS, THE COMM SSI ONER MAY REQUI RE THE
I NSURER TO OFFER, W THOUT UNDERWRI TI NG, TO ALL I N FORCE | NSUREDS
SUBJECT TO THE RATE | NCREASE THE OPTI ON TO REPLACE EXI STI NG
COVERAGE WTH 1 OR MORE REASONABLY COVPARABLE PRODUCTS BEI NG
OFFERED BY THE | NSURER OR | TS AFFI LI ATES. AN OFFER UNDER THI S
SUBSECTI ON | S SUBJECT TO THE COWM SSI ONER' S APPROVAL, SHALL BE
BASED ON ACTUARI ALLY SOUND PRI NCI PLES, BUT SHALL NOT BE BASED ON
ATTAI NED AGE, AND SHALL PROVI DE THAT MAXI MUM BENEFI TS UNDER ANY
NEW PCLI CY OR CERTI FI CATE ACCEPTED BY AN I NSURED SHALL BE REDUCED
BY COVPARABLE BENEFI TS ALREADY PAI D UNDER THE EXI STI NG POLI CY OR
CERTI FI CATE. THE | NSURER SHALL MAI NTAI N THE EXPERI ENCE OF ALL THE
REPLACEMENT | NSUREDS SEPARATE FROM THE EXPERI ENCE OF | NSUREDS
ORI G NALLY | SSUED THE POLI CY OR CERTI FI CATE. | F A RATE | NCREASE
'S REQUESTED ON THE POLI CY OR CERTI FI CATE, THE RATE | NCREASE
SHALL BE LIM TED TO THE LESSER OF THE NMAXI MUM RATE | NCREASE
DETERM NED BASED ON THE COMBI NED EXPERI ENCE AND THE MAXI MUM RATE
| NCREASE DETERM NED BASED ONLY ON THE EXPERI ENCE OF THE | NSUREDS
ORI G NALLY | SSUED THE POLI CY OR CERTI FI CATE PLUS 10%

(11) IF THE COW SSI ONER DETERM NES THAT AN | NSURER HAS
EXH BI TED A PERSI STENT PRACTI CE OF FI LI NG | NADEQUATE | NI TI AL
PREM UM RATES FOR LONG TERM CARE | NSURANCE, THE COW SSI ONER, IN
ADDI TI ON TO THE PROVI SI ONS OF SUBSECTI ONS (9) AND (10), MAY
PROHI BI' T THE | NSURER FROM ElI THER OF THE FOLLOW NG

(A) FILING AND MARKETI NG COVWPARABLE COVERAGE FCR A PERI OD OF
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UP TO 5 YEARS.

(B) OFFERI NG ALL OTHER SI M LAR COVERAGES AND LI M TI NG
MARKETI NG OF NEW APPLI CATI ONS TO THE PRODUCTS SUBJECT TO RECENT
PREM UM RATE SCHEDULE | NCREASES.

(12) SUBSECTIONS (1) TO (11) DO NOT APPLY TO POLICIES OR
CERTI FI CATES FOR WHI CH THE LONG TERM CARE BENEFI TS PROVI DED BY
THE POLI CY OR CERTI FI CATE ARE | NCl DENTAL, |F THE POLI CY OR
CERTI FI CATE COMPLIES W TH ALL OF THE FOLLOW NG

(A) FOR ANY PLAN THAT MAY HAVE A CASH VALUE, THE | NTEREST
CREDI TED | NTERNALLY TO DETERM NE CASH VALUE ACCUMULATI ONS,
| NCLUDI NG LONG- TERM CARE, | F ANY, ARE GUARANTEED NOT TO BE LESS
THAN THE M NI MUM GUARANTEED | NTEREST RATE FOR CASH VALUE
ACCUMULATI ONS W THOUT LONG TERM CARE SET FORTH | N THE POLI CY OR
CERTI FI CATE.

(B) THE PORTI ON OF THE POLI CY OR CERTI FI CATE THAT PROVI DES
| NSURANCE BENEFI TS OTHER THAN LONG TERM CARE COVERAGE MEETS THE
NONFORFEI TURE REQUI REVENTS AS APPLI CABLE | N SECTI ON 4060 OR 4072.

(C) THE POLI CY OR CERTI FI CATE MEETS SECTI ONS 3928, 3933,
3951, AND 3953.

(D) THE PORTI ON OF THE POLI CY OR CERTI FI CATE THAT PROVI DES
| NSURANCE BENEFI TS OTHER THAN LONG TERM CARE COVERAGE MEETS, AS

© 00 N o o B~ W DN P
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APPLI CABLE, THE PCLI CY | LLUSTRATI ONS AND DI SCLOSURE REQUI REMENTS

N
w

UNDER SECTI ON 4038.

(E) AN ACTUARI AL MEMORANDUM | S FI LED W TH THE OFFI CE COF
FI NANCI AL AND | NSURANCE SERVI CES THAT | NCLUDES ALL OF THE
FOLLOW NG

(i) A DESCRI PTION OF THE BASI S ON WHI CH THE LONG TERM CARE

N N N DN
~N o o b~
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RATES WERE DETERM NED.

(i) A DESCRI PTI ON OF THE BASI S FOR THE RESERVES.

(iii) A SUMVARY OF THE TYPE OF POLICY, BENEFITS, RENEWABI LI TY,
GENERAL MARKETI NG METHOD, AND LI M TS ON AGES OF | SSUANCE.

(iv) A DESCRI PTI ON AND A TABLE OF EACH ACTUARI AL ASSUMPTI ON
USED. FOR EXPENSES, AN | NSURER SHALL | NCLUDE PERCENT OF PREM UM
DOLLARS PER POLI CY OR CERTI FI CATE AND DOLLARS PER UNI T OF
BENEFI TS, |F ANY.

(v) A DESCRI PTI ON AND A TABLE OF THE ANTI Cl PATED POLI CY OR
CERTI FI CATE RESERVES AND ADDI TI ONAL RESERVES TO BE HELD | N EACH
FUTURE YEAR FOR ACTI VE LI VES.

(vi) THE ESTI MATED AVERAGE ANNUAL PREM UM PER POLICY OR
CERTI FI CATE AND THE AVERAGE | SSUE AGE.

(vii) A STATEMENT AS TO WHETHER UNDERWRI TI NG | S PERFORVED AT
THE TI ME OF APPLI CATI ON. THE STATEMENT SHALL | NDI CATE WHETHER
UNDERWRI TING | S USED AND, | F USED, SHALL | NCLUDE A DESCRI PTI ON OF
THE TYPE OR TYPES OF UNDERVRI TI NG USED, SUCH AS MEDI CAL
UNDERVRI TI NG OR FUNCTI ONAL ASSESSVENT UNDERVRI TI NG FOR A GROUP
CERTI FI CATE, THE STATEMENT SHALL | NDI CATE WHETHER THE ENROLLEE OR
ANY DEPENDENT W LL BE UNDERWRI TTEN AND WHEN UNDERWRI TI NG OCCURS.

(viii) A DESCRI PTI ON OF THE EFFECT OF THE LONG TERM CARE
POLI CY OR CERTI FI CATE PROVI SI ON ON THE REQUI RED PREM UM,
NONFORFEI TURE VALUES, AND RESERVES ON THE UNDERLY! NG | NSURANCE
POLI CY OR CERTI FI CATE, BOTH FOR ACTI VE LI VES AND THOSE | N LONG
TERM CARE CLAI M STATUS.

(13) SUBSECTIONS (7), (8), AND (9) DO NOT APPLY TO A GROUP
| NSURANCE POLI CY DESCRI BED | N SECTI ON 3901(C) (i) | F THE POLI CY
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I NSURES 250 OR MORE PERSONS AND THE POLI CYHOLDER HAS 5, 000 OR
MORE ELI G BLE EMPLOYEES OF A SI NGLE EMPLOYER OR THE PCOLI CYHOLDER,
AND NOT THE CERTI FI CATE HOLDERS, PAYS A MATERI AL PORTI ON OF THE
PREM UM WH CH SHALL NOT BE LESS THAN 20% OF THE TOTAL PREM UM
FOR THE GROUP I N THE CALENDAR YEAR PRI OR TO THE YEAR A RATE
| NCREASE | S FI LED.

(14) EXCEPT AS OTHERW SE PROVI DED I N TH S SECTI ON,

EXCEPTI ONAL | NCREASES ARE SUBJECT TO THE SAME REQUI REMENTS AS
OTHER PREM UM RATE SCHEDULE | NCREASES. THE COWM SSI ONER MAY
REQUEST A REVI EW BY AN | NDEPENDENT QUALI FI ED ACTUARY OR A
PROFESSI ONAL QUALI FI ED ACTUARI AL BODY OF THE BASI S FOR A REQUEST
THAT AN | NCREASE BE CONSI DERED AN EXCEPTI ONAL | NCREASE. THE
COM SSI ONER, | N DETERM NI NG THAT THE NECESSARY BASI S FOR AN
EXCEPTI ONAL | NCREASE EXI STS, SHALL ALSO DETERM NE ANY POTENTI AL
OFFSETS TO H GHER CLAI Ms COSTS.

(15) AS USED IN THI S SECTI ON:

(A) "EXCEPTI ONAL | NCREASE" MEANS ONLY THOSE | NCREASES FI LED
BY AN I NSURER AS EXCEPTI ONAL FOR WH CH THE COWM SSI ONER
DETERM NES THE NEED FOR THE PREM UM RATE | NCREASE | S JUSTI FI ED
DUE TO CHANGES IN LAWS OR REGULATI ONS APPLI CABLE TO LONG TERM
CARE COVERAGE IN THI S STATE OR DUE TO | NCREASED AND UNEXPECTED
UTI LI ZATI ON THAT AFFECTS THE MAJORI TY OF | NSURERS OF SI M LAR
PRODUCTS.

(B) "1 NCI DENTAL" MEANS THAT THE VALUE OF THE LONG TERM CARE
BENEFI TS PROVI DED | S LESS THAN 10% OF THE TOTAL VALUE OF THE
BENEFI TS PROVI DED OVER THE LI FE OF THE PCLI CY OR CERTI FI CATE AS
MEASURED ON THE DATE OF | SSUE.
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(C© "QUALI FI ED ACTUARY" MEANS A MEMBER I N GOOD STANDI NG OF
THE AMERI CAN ACADEMY OF ACTUARI ES.

(D) "SIMLAR PCLI Cl ES" MEANS ALL OF THE LONG TERM CARE
| NSURANCE PCLI CI ES AND CERTI FI CATES | SSUED BY AN | NSURER | N THE
SAME LONG TERM CARE BENEFI T CLASSI FI CATI ON AS THE POLI CY OR
CERTI FI CATE BEI NG CONSI DERED. CERTI FI CATES OF GROUPS DESCRI BED I N
SECTI ON 3901(C) (i) ARE NOT CONSI DERED SIM LAR TO PCLICIES OR
CERTI FI CATES OTHERW SE | SSUED AS LONG TERM CARE | NSURANCE, BUT
ARE SI M LAR TO OTHER COVPARABLE CERTI FI CATES W TH THE SAME LONG
TERM CARE BENEFI T CLASSI FI CATI ONS. FOR PURPOSES OF DETERM NI NG
SIM LAR POLI G ES, LONG TERM CARE BENEFI T CLASSI FI CATI ONS ARE
DEFI NED AS FOLLOWS: | NSTI TUTI ONAL LONG TERM CARE BENEFI TS ONLY,
NONI NSTI TUTI ONAL LONG- TERM CARE BENEFI TS ONLY, OR COVPREHENSI VE
LONG- TERM CARE BENEFI TS.

Sec. 3927. (1) Benefits under individual |ong-termcare
i nsurance policies shall be considered reasonable in relation to
prem uns provided the expected loss ratio is at | east 60%
calcul ated in a manner that provides for adequate reserving of
the long-termcare insurance risk. In evaluating the expected
| oss ratio, due consideration shall be given to all rel evant
factors, including:

(a) Statistical credibility of incurred clains experience
and earned prem uns.

(b) The period for which rates are conputed to provide
cover age.

(c) Experienced and projected trends.

(d) Concentration of experience within early policy
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dur ati on.

(e) Expected claimfluctuation.

(f) Experience refunds, adjustnents, or dividends.

(g) Renewability features.

(h) Al appropriate expense factors.

(i) Interest.

(j) Experinental nature of the coverage

(k) Policy reserves.

(I) Mx of business by risk classification.

(m Product features such as long elimnination periods, high
deducti bles, and high maximumlimts.

(n) Prem uns charged and | osses incurred for other simlar
policies.

(2) This section does not apply to fixed indivisible prem um
l'ife insurance policies that fund | ong-termcare benefits
entirely by accelerating the death benefit.

(3) THI'S SECTI ON APPLI ES TO ALL LONG TERM CARE | NSURANCE
POLI CI ES OR CERTI FI CATES EXCEPT THOSE DESCRI BED | N SECTI ONS
3926(1) AND 3926A(1) AND (2).

Sec. 3935. An application for a long-termcare policy shal
contain the followi ng statenent printed, stanped, or as part of a
sticker permanently affixed to the application in capital letters
on the first page:

"For additional information about |ong-term care coverage
wite to the —M-echiganinsuranceburead— OFFI CE OF FI NANCI AL AND
| NSURANCE SERVI CES, P. O Box 30220, Lansing, M 48909 or call the

area agency on aging in your conmunity.".
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SEC. 3941A. (1) THI S SECTI ON DOES NOT APPLY TO LI FE
| NSURANCE POLI CI ES OR RI DERS CONTAI NI NG ACCELERATED BENEFI TS FOR
LONG- TERM CARE.

(2) EVERY I NSURER OR OTHER ENTI TY MARKETI NG LONG TERM CARE
| NSURANCE SHALL DO ALL OF THE FOLLOW NG

(A) DEVELOP AND USE SU TABI LI TY STANDARDS TO DETERM NE
VWHETHER THE PURCHASE OR REPLACEMENT OF LONG TERM CARE | NSURANCE
I S APPROPRI ATE FOR THE NEEDS OF THE APPLI CANT.

(B) TRAIN ITS PRODUCERS I N THE USE OF AND REQUI RE PRODUCERS

© 00 N o o B~ W DN P

10 TO USE I TS SU TABI LI TY STANDARDS.

11 (C© MAINTAIN A COPY OF I TS SUI TABI LI TY STANDARDS AND MAKE
12 THEM AVAI LABLE FOR | NSPECTI ON UPON REQUEST BY THE COWM SSI ONER.
13 (D) TO DETERM NE WHETHER THE APPLI CANT MEETS THE DEVELOPED
14 SUI TABI LI TY STANDARDS, THE | NSURER SHALL MAKE REASONABLE EFFORTS
15 TO OBTAIN ALL OF THE FOLLOW NG | NFORVATI ON:

16 (i) THE APPLI CANT' S ABILITY TO PAY FOR THE PROPOSED COVERAGE
17 AND OTHER PERTI NENT FI NANCI AL | NFORVATI ON RELATED TO THE PURCHASE
18 OF THE COVERACE.

19 (i) THE APPLI CANT' S GOALS OR NEEDS W TH RESPECT TO LONG TERM
20 CARE AND THE ADVANTAGES AND DI SADVANTAGES OF | NSURANCE TO MEET

21 THESE GOALS OR NEEDS.

22 (iii) THE VALUES, BENEFI TS, AND COSTS OF THE APPLI CANT' S

23 EXI STI NG | NSURANCE, | F ANY, WHEN COVPARED TO THE VALUES,

24 BENEFI TS, AND COSTS OF THE RECOMVENDED PURCHASE OR REPLACEMENT.
25 (3) I'F THE I NSURER DETERM NES THAT THE APPLI CANT DCES NOT
26 MEET I'TS SU TABI LI TY STANDARDS, OR | F THE APPLI CANT HAS DECLI NED
27 TO PROVI DE THE NECESSARY | NFORMVATI ON, THE | NSURER MAY REJECT THE
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APPLI CATI ON FOR LONG TERM CARE | NSURANCE.

Sec. 3942. (1) Every insurer marketing |long-termcare
i nsurance coverage in this state, directly or through its
producers, shall do all of the follow ng:

(a) Establish marketing procedures to assure that any
conpari son of policies by its —agents— PRODUCERS or ot her
producers are fair and accurate.

(b) Establish marketing procedures to assure excessive
i nsurance is not sold or issued.

(c) Display prominently by type, stanp, or other appropriate
nmeans, on the first page of the outline of coverage and policy
the foll ow ng:

"Notice to buyer: This policy may not cover all of the costs
associated with long-termcare incurred by the buyer during the
peri od of coverage. The buyer is advised to review carefully all
policy limtations.".

(d) I'nquire and otherwi se nmake every reasonable effort to
identify whether a prospective applicant or enrollee for |ong-
termcare insurance already has accident and sickness or |ong-
termcare insurance and the types and anmounts of such insurance.

(e) Establish auditable procedures for verifying conpliance
with this section

(2) AN | NSURER MARKETI NG LONG TERM CARE | NSURANCE COVERAGE
IN TH S STATE SHALL NOT USE THE TERM "LEVEL PREM UM' OR
"NONCANCELABLE" UNLESS THE | NSURER DCES NOT HAVE THE RI GHT TO
CHANGE THE PREM UM FOR THE PRODUCT BEI NG MARKETED.
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