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Chapter 26 A—Conducting the Limited Long-Term Care Examination

IMPORTANT NOTE:

The standards set forth in this chapter are based on established procedures and/or NAIC models, not on
the laws and regulations of any specific jurisdiction. This handbook is a guide to assist examiners in the
examination process. Since it is based on NAIC models, use of the handbook should be adapted to reflect
each state’s own laws and regulations with appropriate consideration for any bulletins, audit procedures,
examination scope and the priorities of examination. Further important information on this and how to use
this handbook is included in Chapter 1—Introduction.

This chapter applies to al-limited long-term care insurance policies;. This chapter does not apply to
including—qualified limited long-term care insurance contracts, group and individual annuities and life
insurance policies or riders that provide directly or supplement limited long-term care insurance. This
chapter also does not apply to life insurance contracts that accelerate benefits in the form of a lump sum
payment, in anticipation of death or some other specified occurrence.

This chapter provides a format for conducting limited long-term care insurance examinations. Procedures for
conducting other types of specialized examinations may be found in separate chapters.

The examination of limited long-term care insurance operations may involve any review of one or a combination
of the following business areas:

Operations/Management

Complaint Handling

Marketing and Sales

Producer Licensing

Policyholder Service

Appeal of Benefit Trigger Adverse Determination
Underwriting and Rating

Claims

IOMMOUOwW>

When conducting an exam that reviews these areas, there are essential tests that should be completed. The tests
are applied to determine if the entity is meeting standards. Some standards may not be applicable to all
jurisdictions. The standards may suggest other areas of review that may be appropriate on an individual state
basis.

When an examination involves a depository institution or their affiliates, the bank may also be regulated by
federal agencies such as the Office of the Comptroller of the Currency (OCC), the Federal Reserve Board, the
Office of Thrift Supervision (OTS) or the Federal Deposit Insurance Corporation (FDIC). Many states have
executed an agreement to share complaint information with one or more of these federal agencies. If the
examination results find adverse trends or a pattern of activities that may be of concern to a federal agency and
there is an agreement to share information, it may be appropriate to notify the agency of the examination findings.
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IIPRC-Approved Products
When conducting an exam that includes limited long-term care insurance products, rates, advertisements and

associated forms approved by the Interstate Insurance Product Regulation Commission (IIPRC) on behalf of a
compacting state, it is important to keep in mind the uniform standards, and not state-specific statutes, rules and
regulations, are applicable to the content and approval of the product. The IIPRC website is
www.insurancecompact.org and the uniform standards are located on its rulemaking record. Compacting states
have access through the NAIC System for Electronic Rate and Form Filing (SERFF) to product filings submitted
to the IIPRC for approval and use in their respective state or jurisdiction and can also use the export tool in
SERFF to extract relevant information. Each IIPRC-approved product filing has a completed reviewer checklist(s)
to document the applicable uniform standards compliance review. The IIPRC office should be included when a
compacting state(s) is concerned that an IIPRC-approved product constitutes a violation of the provisions,
standards or requirements of the IIPRC (including the uniform standards). Under the uniform standards, a limited
long-term care insurance product approved by the 1IPRC can be used in a compacting state’s partnership program
provided the company has obtained the necessary approval from the compacting state or made the necessary
certification to the compacting state, as applicable. Please note that the company must still comply with a
compacting state’s laws for minimum daily benefit amounts, minimum benefit periods and maximum elimination
periods when selling a limited long-term care insurance product approved by the IIPRC.

A. Operations/Management

Use the standards for this business area that are listed in Chapter 20—General Examination Standards, in addition
to the standards set forth below.
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STANDARDS
OPERATIONS/MANAGEMENT

Standard 1
The entity files all reports and certifications with the insurance department as required by applicable
statutes, rules and regulations.

Apply to: All limited long-term care companies
Priority: Essential
Documents to be Reviewed
Applicable statutes, rules and regulations
Insurance department records of reports and certifications made by the entity

Others Reviewed

NAIC Model References

Limited Long-Term Care Insurance Model Act (#640642)
Limited Long-Term Care Insurance Model Regulation (#641643)

Review Procedures and Criteria

Each insurer shall file with the insurance commissioner, prior to offering group limited long-term care insurance

to a resident of the state, evidence that the group policy or certificate has been approved by a state having
statutory or requlatory limited long-term care insurance requirements substantially similar to those adopted in the
state of issue (Model #643 Section 20 & Model 642 Section 5). (Note: Section 20 of the Limited Long-Term Care
Model Regulation (#643) requires an evidentiary filing only from discretionary groups.

Each insurer should file with the insurance commissioner a copy of any limited long-term care insurance
advertising intended for use in the state—whether through written, radio or television medium—for review or
approval to the extent required by state law. All advertisements should be retained for at least three years from the
date of first use.

Determine if replacement/lapse reporting is submitted by the entity as required. Items to be reported are:
e Top 10 percent of producers with the highest percentage of replacements and lapses; and
o Number of lapsed policies as a percentage of annual sales and policies in force at the end of the previous
calendar year.
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Determine that the entity complies with filing and certification requirements set forth by statutes, rules and
regulations for associations endorsing or selling limited long-term care insurance. Generally, these requirements
are imposed on an association group meeting the definition of a professional/trade/occupational association found
in Section 4E(2) of the Limited Long-Term Care Insurance Model Act (#640642).

Ensure that the insurer has filed all requested advertising with the insurance department regarding association sold
or endorsed limited long-term care insurance, as may be requested by the insurance department. Any such
advertising must disclose:
e The specific nature and amount of compensation that the association receives from the endorsement or
sale of the policy or certificate to its members; and
o A brief description of the process under which the policies and the issuing insurer were selected.

Determine that the entity submits suitability and rescission information as required by applicable statutes, rules
and regulations.

Determine the regulated entity has proper procedures in place to ensure its producers are properly trained and that
the training meets the minimum standards established by the applicable laws and regulations.

Insurers subject to the Limited Long-Term Care Insurance Model Act (#640642) shall maintain records with
respect to the training of its producers concerning the distribution of its partnership policies that will allow the
state insurance department to provide assurance to the state Medicaid agency that producers have received the
training contained in Subsection B(2)(a) as required by Subsection A of the Long-Term Care Insurance Model
Act (#640) and that producers have demonstrated an understanding of the partnership policies and their
relationship to public and private coverage of limited long-term care, including Medicaid, in a state. These records
shall be maintained in accordance with state record retention requirements and shall be made available to the
commissioner upon request. Pursuant to Model#642, Section 9 — Producer Training Reguirements are optional.

Most states have a limited long-term care partnership policy forms certification process in order for limited long-
term care partnership forms to be sold in their state.
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B. Complaint Handling

Use the standards for this business area that are listed in Chapter 20—General Examination Standards.

C. Marketing and Sales

Use the standards for this business area that are listed in Chapter 20—General Examination Standards, in addition
to the standards set forth below.
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STANDARDS
MARKETING AND SALES

Standard 1
The entity has suitability standards for its products, when-where required by applicable statutes, rules and
regulations.

Apply to: All limited long-term care products
Priority: Recommended

Documents to be Reviewed

Applicable statutes, rules and regulations
Producer records

Training materials

Procedure manuals

Underwriting/Policy files

Others Reviewed

NAIC Model References

Limited Long-Term Care Insurance Model Act (#640642)
Limited Long-Term Care Insurance Model Regulation (#641643)

Review Procedures and Criteria
Determine whether the entity makes multiple sales to individuals of the same product. Use random selection of
policyholders and have the entity run a policyholder history to identify the number of policies sold to those

individuals.

Determine if entity guidelines place limitations on multiple sales; i.e., limits on coverage, determination of
suitability, detection of predatory sales practices, etc.

Lou Moran
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ed- This paragraph removed

Develop—and-—use—Determine if the entity has developed and uses Changes submitted by Mary Lou Moran
suitability standards and procedures to determine whether the purchase or replacement of limited long-term care
insurance is appropriate for the needs of the applicant. Suitability standards-and procedures should include:
e Consideration of the advantages and disadvantages of insurant to meet the needs of the applicant; and
e Discussion with applicants of how the benefits and costs of limited long-term.care insurance compare
with long-term care insurance.
e Agent training in its suitability standards and procedures
e Maintain a copy of suitability standards and procedures and make them available for .inspection upon
request by the commissioner.

If the issuer determines that the applicant does not meet its financial suitability standards, or if the applicant has
declined to provide the information, the issuer.may reject the application.. However, if the applicant has declined
to provide financial information, the issuer may use.some other method to verify the applicant’s intent. Either the
applicant’s returned letter or a record of the alternate method of verification shall be.made a part of the applicant’s

file.

Note: Pursuant to Section 25H. of the Limited Long-Term Care Insurance Model Regqulation (#643), suitability
standards do not apply to life insurance policies or riders that accelerate benefits for limited long-term care as
defined in the Limited Long-Term Care Model Act; Section (# 642), Section 4(D).

Determine if the insurer is reporting suitability information to the insurance commissioner as required by
applicable statutes, rules and regulations.

Determine whether marketing materials encourage multiple issues of policies; for example, use of existing
policyholder list for additional sales of similar products to those held, birth date solicitations, scare tactics, etc.

Determine if negative enrollment practices are permitted and used by the entity.

Ensure the entity maintains a written statement specifying the standards of suitability used by the insurer and
provides the standards to its producers, and that both follow the standards. The standards should specify that no
recommendation should be made and/or no policy issued in the absence of reasonable grounds to believe that the
purchase of the policy is not unsuitable for the applicant (based on information known to the insurer or producer
making the recommendation).
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STANDARDS
MARKETING AND SALES
Standard 2
Policy forms provide required disclosure material regarding standards for benefit triggers.
Apply to: All limited long-term care products
Priority: Essential

Documents to be Reviewed

Applicable statutes, rules and regulations (Note: Reference applicable Interstate Insurance Product
Regulation Commission (IIPRC) uniform standards for products approved by the 1IPRC)

Claim procedure/Underwriting manuals
Claim files
Policy forms

Others Reviewed

NAIC Model References

Limited Long-Term Care Insurance Model Act (#640642)
Limited Long-Term Care Insurance Model Regulation (#641643)

Review Procedures and Criteria

Ensure the policy conditions the payment of benefits on a determination of the insured’s ability to perform
activities of daily living (ADLSs) and cognitive impairment.

Ensure that the policy contains the definition of ADLs, cognitive impairment and other key terms as required by
statutes, rules and regulations.

Determine that the eligibility for payment of benefits is not more restrictive than requiring either a deficiency in
the ability to perform not more than 3 of the ADLSs or the presence of cognitive impairment. Ensure that payment
of benefits is not more restrictive than those allowed by statutes, rules and regulations.

Ensure that the policy contains a clear description of the process for appealing and resolving benefit
determinations.
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STANDARDS
MARKETING AND SALES
Standard 3
Marketing for limited long-term care products complies with applicable statutes, rules and regulations.
Apply to: All limited £long-term care products
Priority: Essential

Documents to be Reviewed

Applicable statutes, rules and regulations (Note: Reference applicable Interstate Insurance Product
Regulation Commission (IIPRC) uniform standards for products approved by the 1IPRC)

All entity advertising and sales materials, including radio and audiovisual items, such as TV commercials,
telemarketing scripts and pictorial materials

Required reports filed with the insurance department

Marketing materials filed with the insurance department

Underwriting files or other files containing proof of issuance of outline of coverage

Review state statutes, rules and regulations to determine if state limited long-term care requirements

apply to annuity products with a limited long-term care element. If so, then the applicable Annuity
Disclosure Model Regulation (#245) would apply

Others Reviewed

NAIC Model References

Limited Long-Term Care Insurance Model Act (#640642)
Limited Long-Term Care Insurance Model Regulation (#641643)
Life Insurance Disclosure Model Regulation (#580)

Life Insurance Illustrations Model Regulation (#582)

Unfair Trade Practices Act (#880)

Review Procedures and Criteria
Verify that the entity uses applications for limited long-term care insurance policies or certificates containing

clear and unambiguous questions designed to ascertain the health condition of the applicant. (In most cases,
application forms should have been reviewed by the insurance department’s rates and forms division.)

Verify that the entity complies with right to return/“free look” requirements.

Verify that the outline of coverage is delivered to the applicant at time of initial solicitation through means that
prominently directs the attention of the recipient to the document and its purpose.
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Verify that at the time of policy delivery the insurer has delivered a policy summary for an individual life
insurance policy that provides limited long-term care benefits within the policy or by rider. In the case of direct
response solicitations, verify that the insurer has delivered the policy summary upon the applicant’s request, but
regardless of request has made delivery no later than at the time of policy delivery. In addition to complying with
all applicable requirements, ensure that the summary also includes:

e An explanation of how the limited long-term care benefit interacts with other components of the policy;

hendinededustionsrempadonih-bone s,

e Any exclusions, reductions and limitations on benefits of limited long-term care; and

e A statement that any limited long-term care inflation protection option required by the applicable state’s
statutes, rules and regulations regarding inflation protection option requirements comparable to Section
13 of the Limited Long-Term Care Insurance Model Regulation (#641643) is not available under this

policy.

In addition to the above, if applicable to the policy type, ensure that the summary includes the following:
o Addisclosure of the effects of exercising other rights under the policy; and
o Addisclosure of guarantees related to limited long-term care costs of insurance charges.;-and

lifes 1t

The required provisions of the policy summary may be incorporated into a basic illustration required to be
delivered in accordance with the applicable state’s basic illustration requirements comparable to Sections 7 and 8
of the Life Insurance Illustrations Model Regulation (#582) or into the life insurance policy summary, which is
required to be delivered in accordance with the applicable state’s life insurance policy summary requirements
comparable to Section 5 of the Life Insurance Disclosure Model Regulation (#580).

Verify that the entity complies with records maintenance and reporting requirements:

e Entity must maintain records for each producer of that producer’s amount of replacement sales as a
percentage of the producer’s total annual sales and the amount of lapses of limited long-term care
insurance policies sold by the producer as a percentage of the producer’s total annual sales;

o Every insurer shall report annually by June 30 the 10 percent of its producers with the greatest
percentages of lapses and replacements;

e Every insurer shall report annually by June 30 the number of lapsed policies as a percentage of its total
annual sales and as a percentage of its total number of policies in force as of the end of the preceding
calendar year; and

e _Every insurer shall report annually by June 30 the number of replacement policies sold as a percentage of

its total annual sales and as a percentage of its total number of policies in force as of the preceding
calendar year.;-ahd
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STANDARDS
MARKETING AND SALES
Standard 4
All advertising and sales materials are in compliance with applicable statutes, rules and regulations.
Apply to: All limited long-term care products
Priority: Essential

Documents to be Reviewed

Applicable statutes, rules and regulations (Note: Reference applicable Interstate Insurance Product
Regulation Commission (IIPRC) uniform standards for advertisements approved by the 1IPRC)

All company advertising and sales materials, including radio and audiovisual items, such as TV
commercials, telemarketing scripts and pictorial materials

Policy forms, including any required buyer’s guides, outline of coverage, limited long-term care insurance
personal worksheets and disclosure forms as they coincide with advertising and sales materials

Producer’s own advertising and sales materials

Others Reviewed

NAIC Model References

Limited Long-Term Care Insurance Model Act (#646642)
Limited Long-Term Care Insurance Model Regulation (#641643)
Unfair Trade Practices Act (#880)

Review Procedures and Criteria

Evaluate the company’s system for controlling advertisements. Every insurer should have and maintain a system
of control over the content, form and method of dissemination of all advertisements of its policies. All
advertisements, regardless of by whom written, created, designed or presented, are the responsibility of the
insurer.

Ensure the company maintains, at its home or principal office, a complete file containing a specimen copy of
every printed, published or prepared advertisement of its individual policies and specimen copies of typical
printed, published or prepared advertisements of its blanket, franchise and group policies. There should be a
notation indicating the manner and extent of distribution and the form number of every policy advertised. All
advertisements should be maintained in the file for a period of either at least three years from the date the
advertisement was first used or later if required by state statutes, rules and regulations.
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Review advertising materials in conjunction with the appropriate policy form. Materials should not:

Misrepresent policy benefits, advantages or conditions by failing to disclose limitations, exclusions or
reductions, or use terms or expressions that are misleading or ambiguous;

Make unfair or incomplete comparisons with other policies;

Make false, deceptive or misleading statements or representations with respect to any person, company or
organization in the conduct of insurance business;

Offer unlawful rebates;

Use terminology that would lead prospective buyers to believe that they are purchasing an investment or
savings plan. Problematic terminology may include the following terms: investment, investment plan,
founder’s plan, charter plan, deposit, expansion plan, profit, profits, profit sharing, interest plan, savings
or savings plan;

Omit material information or use words, phrases, statements, references or illustrations, if such omission
or such use has the capacity, tendency or effect of misleading or deceiving purchasers or prospective
purchasers as to the nature or extent of any policy benefit payable, loss covered, premium payable or state
or federal tax consequences;

Use terms such as “non-medical” or “no medical examination required,” if the issue is not guaranteed,
unless the terms are accompanied by a further disclosure of equal prominence and juxtaposition that
issuance of the policy may depend on the answers to the health questions set forth in the application;

State that a purchaser of a policy will share in or receive a stated percentage or portion of the earnings on
the general account assets of the company;

State or imply that the policy or combination of policies is an introductory, initial or special offer, or that
applicants will receive substantial advantages not available at a later date, or that the offer is available
only to a specified group of individuals, unless that is a fact. Enrollment periods may not be described in
terms such as “special” or “limited” when the insurer uses successive enrollment periods as its usual
method of marketing its policies;

State or imply that only a specific number of policies will be sold, or that a time is fixed for the
discontinuance of the sale of the particular policy advertised because of special advantages available in
the policy;

Offer a policy that utilizes a reduced initial premium rate in a manner that overemphasizes the availability
and the amount of the reduced initial premium. When an insurer charges an initial premium that differs in
amount from the amount of the renewal premium payable on the same mode, all references to the reduced
initial premium should be followed by an asterisk or other appropriate symbol that refers the reader to that
specific portion of the advertisement that contains the full rate schedule for the policy being advertised:;
Imply licensing beyond limits, if an advertisement is intended to be seen or heard beyond the limits of the
jurisdiction in which the insurer is licensed;

Exaggerate, suggest or imply that competing insurers or insurance producers may not be licensed, if the
advertisement states that an insurer or insurance producer is licensed in the state where the advertisement
appears;

Create the impression that the insurer, its financial condition or status, the payment of its claims or the
merits, desirability or advisability of its policy forms or kinds of plans of insurance are recommended or
endorsed by any governmental entity. However, where a governmental entity has recommended or
endorsed a policy form or plan, that fact may be stated, if the entity authorizes its recommendation or
endorsement to be used in the advertisement;

State or imply that prospective insureds are or become members of a special class, group or quasi-group
and enjoy special rates, dividends or underwriting privileges, unless that is a fact; and

Misrepresent any policy as being shares of stock.
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Materials should:

o Clearly disclose the name and address of the insurer;

o If using a trade name, disclose the name of the insurer, insurance group designation, name of the parent
company of the insurer, name of a particular division of the insurer, service mark, slogan, symbol or other
device or reference, if the advertisement would have the capacity or tendency to mislead or deceive as to
the true identity of the insurer or create the impression that a company other than the insurer would have
any responsibility for the financial obligation under a policy;

Prominently describe the type of policy being advertised,;

Indicate that the product being marketed is insurance;

Comply with applicable statutes, rules and regulations;

Cite the source of statistics used;

Identify the policy form that is being advertised, where appropriate;

Clearly define the scope and extent of a recommendation by any commercial rating system;

Only include testimonials, appraisals or analysis if they are genuine, represent the current opinion of the

author, are applicable to the policy advertised and accurately reproduced to avoid misleading or deceiving

prospective insureds. Any financial interest by the person making the testimonial in the insurer or related

entity must be prominently disclosed; and

e Only state or imply endorsement by a group of individuals, society, association, etc., if it is a fact. Any
proprietary relationship or payment for the testimonial must be disclosed.

Determine if the company approves producer sales materials and advertising. Ensure that copies of sales material
other than company-approved materials, if permitted, are maintained in a central file. Determine if advertisements
or lead-generating calls falsely project the image that they were sent by a government agency.

Determine if the advertising and solicitation materials mislead consumers relative to the producer’s capacity as an
insurance producer. Improper terms may include “financial planner,” “i financial consultant”

investment advisor,
or “financial counseling,” if they imply the producer is primarily engaged in an advisory business in which
compensation is unrelated to sales, if such is not the case.

Review the use of the words “free,” “no cost,” “without cost,” “no additional cost,” “at no extra cost” or words of
similar import. Those words should not be used with respect to any benefit or service being made available with a
policy, unless it is a fact. If there is no charge to the insured, then the identity of the payor must be prominently
disclosed. An advertisement may specify the charge for a benefit or a service or may state that a charge is
included in the premium or use other appropriate language.

Ensure the advertisement does not contain a statement or representation that premiums paid for a limited long-
term-care insurance policy can be withdrawn under the terms of the policy. Reference may be made to amounts
paid into an advance premium fund, which-are intended to pay premiums at a future time, to the effect that they
may be withdrawn under the conditions of the prepayment agreement. Reference may also be made to withdrawal
rights under any unconditional premium refund offer.

Determine that company procedures and materials relative to limited long-term care products comply with right to
return/“free look™ requirements.

Review the company and producer’s Internet sites with the following questions in mind:

o Does the website disclose who is selling/advertising/servicing for the website?

o Does the website disclose what is being sold or advertised?

o If required by statutes, rules or regulations, does the website reveal the physical location of the
company/entity?

o Does the website reveal the jurisdictions where the advertised products are (or are not) approved, or use
some other mechanism (including, but not limited to, identifying persons by geographic location) to
accomplish an appropriate result?

e For the review of Internet advertisements:
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Run an inquiry with the company’s name;

Review the company’s home page;

Identify all lines of business referenced on the company’s home page;

Research the ability to request more information about a particular product and verify that the information
provided is accurate; and

e Review the company’s procedures related to producers’ advertising on the Internet and ensure that the
company requires prior approval of the producers’ web pages, if the company name is used.
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STANDARDS
MARKETING AND SALES

Standard 5
Company rules pertaining to producer requirements in connection with replacements are in compliance
with applicable statutes, rules and regulations.

Apply to: All limited long-term care products
Priority: Essential

Documents to be Reviewed

Applicable statutes, rules and regulations
Replacement register

Policy/Underwriting file

Loan and surrender files, if applicable

Others Reviewed

NAIC Model References

Life Insurance and Annuities Replacement Model Regulation (#613), if applicable
Limited Long-Term Care Insurance Model Regulation (#641643)

Review Procedures and Criteria

Review policy/underwriting files to determine if producers have identified replacement transactions on
applications.

Review replacement register and policy/underwriting files to determine if required disclosure forms have been
submitted on replacement transactions.

Review policy/underwriting files to confirm applicant’s receipt of replacement notice.

Review replacement disclosure forms for completeness and signatures as required.
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STANDARDS
MARKETING AND SALES

Standard 6
Company rules pertaining to company requirements in connection with replacements are in compliance
with applicable statutes, rules and regulations.

Apply to: All limited long-term care products

Priority: Essential

Documents to be Reviewed

Applicable statutes, rules and regulations
Replacement register

Policy/Underwriting file

Agency correspondence file/Agency bulletins
Agency procedural manual

Claim files

Agency sales/Lapse records

Company systems manual

Others Reviewed

NAIC Model References

Life Insurance and Annuities Replacement Model Regulation (#613), if applicable
Limited Long-Term Care Insurance Model Regulation (#641643)

Review Procedures and Criteria

Determine if the company has advised its producers of its replacement policy.

Determine if the company has separate commission schedules for replacement business, pursuant to applicable
state statutes, rules and regulations. Note: Some states limit the compensation payable on replacement business to
no more than that payable on renewal policies.

Determine if the company has provided timely notice to the existing insurers of the replacement.

Examine the company system of identifying undisclosed replacements for effectiveness.

Determine if the company has the capacity to produce the data required by replacement regulation to assess
producer replacement activity.
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Determine if the company has issued letters in a timely manner to policyholders advising of the effects of
preexisting conditions on covered benefits.

Review policy/underwriting files to determine if the company is retaining required records for required time
frames.

Examine company procedures for verifying producer compliance with requirements on replacement transactions.

Review claim files to determine if the company provides required credit for preexisting conditions or probationary
periods on replacements.
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D. Producer Licensing

Use the standards—for-this-business—area-Producer Licensing Standard 2 that are-tsted-is provided in Chapter
20—General Examination Standards.

E. Policyholder Service

Use the standards for this business area that are listed in Chapter 20—General Examination Standards, in addition
to the standards set forth below.
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STANDARDS
POLICYHOLDER SERVICE
Standard 1
Policy renewals are applied consistently and in accordance with policy provisions.
Apply to: All limited long-term care products
Priority: Essential

Documents to be Reviewed

Applicable statutes, rules and regulations (Note: Reference applicable Interstate Insurance Product
Regulation Commission (IIPRC) uniform standards for products approved by the 1IPRC)

Underwriting/Policy file
Underwriting/Administrative procedure manuals

Others Reviewed

NAIC Model References

Limited Long-Term Care Insurance Model Requlation (#643)

Review Procedures and Criteria

Review renewal business to determine if the entity’s procedures for handling renewals are in accordance with
applicable statutes, rules and regulations.

Ensure that individual policies or certificates do not contain renewal provisions other than *guaranteed
renewable” or “noncancellable,” and that these terms are adequately defined in the policy or certificate.

Review the underwriting/policy file to determine if premium notices were sent in a timely and accurate manner.

Review mailroom records for billings sent by the entity to ensure they were sent in a timely manner.
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STANDARDS
POLICYHOLDER SERVICE

Standard 2
Nonforfeiture upon lapse and reinstatement provisions is applied consistently and in accordance with
policy provisions.

Apply to: All limited long-term care products
Priority: Essential
Documents to be Reviewed

Applicable statutes, rules and regulations (Note: Reference applicable Interstate Insurance Product
Regulation Commission (IIPRC) uniform standards for products approved by the I1PRC)

Underwriting/Administrative files

Others Reviewed

NAIC Model References

Limited Long-Term Care Insurance Model Act (#649642)
Limited Long-Term Care Insurance Model Regulation (#641643)

Review Procedures and Criteria

Determine if the required notification of lapse or termination is sent to the proper addressee(s), within the required
time frames and that the required information is provided, per applicable statutes, rules and regulations.

Ensure that the entity receives designation of a person(s), other than the insured, to receive notice of lapse or
termination of the policy or certificate for nonpayment of premiums or a written waiver by the insured not to
designate an additional person(s) to receive notice.

Ensure that the insurer notifies existing insureds of their right to change their written designation at least once
every two years, or as specified by state statutes, rules and regulations.

Verify that nonforfeiture and reinstatement provisions were applied consistently and in a non-discriminatory
manner. Nonforfeiture provisions upon lapse and reinstatements should be applied per policy provisions and in
accordance with applicable statutes, rules and regulations.

Ensure that the policy includes a provision that provides for reinstatement of coverage in the event of lapse, if the
entity has provided evidence that the policyholder was cognitively impaired or had a loss of functional capacity
before the grace period contained in the policy expired. This option should be made available to the insured for a
period of 5 months after the date of termination.
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STANDARDS
POLICYHOLDER SERVICE

Standard 3
Nonforfeiture options are communicated to the policyholder and correctly applied in accordance with the
policy contract.

Apply to: All limited long-term care

products—csseeplotnsumneepelelosorriderscoptnlnngoeeclernicd
a 0 ne l ong erm-Carelnsura Aog HE40
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Priority: Essential
Documents to be Reviewed

Applicable statutes, rules and regulations (Note: Reference applicable Interstate Insurance Product
Regulation Commission (IIPRC) uniform standards for products approved by the 11PRC)

Underwriting/Administrative file
Entity procedures manual

Others Reviewed

NAIC Model References

Limited Long-Term Care Insurance Model Act (#640642)
Limited Long-Term Care Insurance Model Regulation (#641643)

Review Procedures and Criteria

Determine if the entity offers applicants the opportunity to purchase a limited long-term care policy that includes
a nonforfeiture benefit, as required by applicable statutes, rules and regulations.

If the applicant declines the nonforfeiture benefit, ensure that the entity provides a contingent benefit upon lapse
of the policy for a specified period following a substantial increase in premium rates, as required and defined by
applicable statutes, rules and regulations.

Ensure that a policy offered with nonforfeiture benefits contains the same coverage elements, eligibility, benefit
triggers and benefit length as a policy without the nonforfeiture benefit.

Determine if the entity provides notice as required by applicable statutes, rules and regulations prior to the due
date of the premium reflecting a substantial premium increase.

Ensure that the entity offers the proper nonforfeiture benefit; and nonforfeiture credit-ane-attained-age-rating, as
required by applicable statutes, rules and regulations.

Determine if the policy contains the proper time frames for nonforfeiture benefit and the contingent benefit upon
lapse, as required by applicable statutes, rules and regulations.

Determine if the correct nonforfeiture option is provided in case of policy lapse.
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Review correspondence with policyholders to determine if options were explained adequately.

If there are questions related to nonforfeiture values, refer to applicable statutes, rules and regulations regarding
the calculation of nonforfeiture values.

Review the entity’s procedures and policies regarding the handling of each type of nonforfeiture transaction
(including whether the request may be made verbally).

Ensure that the entity notifies policyowners of material changes to any nonforfeiture benefits in accordance with
applicable statutes, rules and regulations.
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STANDARDS
POLICYHOLDER SERVICE

Standard 4
Policyholder service for limited long-term care products complies with applicable statutes, rules and
regulations.

Apply to: All limited £long-term care products
Priority: Essential
Documents to be Reviewed

Applicable statutes, rules and regulations (Note: Reference applicable Interstate Insurance Product
Regulation Commission (IIPRC) uniform standards for products approved by the I1PRC)

Underwriting/Policy file
Underwriting/Administrative procedures manuals
Procedure manuals

Others Reviewed

NAIC Model References

Limited Long-Term Care Insurance Model Act (#640642)
Limited Long-Term Care Insurance Model Regulation (#641643)
Unfair Trade Practices Act (#880)

Review Procedures and Criteria

Verify that the entity offers nonforfeiture benefits.
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F. Appeal of Benefit Trigger Adverse Determination

Use the standard set forth below.
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STANDARDS
APPEAL OF BENEFIT TRIGGER ADVERSE DETERMINATION

Standard 1
Insurers shall be in compliance with applicable state statutes, rules and regulations regarding appeal of
adverse benefit trigger determination.

Apply to: All limited long-term care insurers

Priority: Essential

Documents to be Reviewed

Company’s written procedures explaining administration of appeals process and template denial letters
Internal company procedures which describe the appeals process

Applicable statutes, rules and regulations

Request copies of correspondence on actual claimants who have appealed benefit trigger decisions (e.g.,
request for appeal, acknowledgement of appeal, appeal outcome communicated) after state statutes, rules

and regulations became effective

Others Reviewed

NAIC Model References

Limited Long-Term Care Insurance Model Regulation (#641643)
Review Procedures and Criteria

Ask insurer how it describes its appeal procedures to the insured.

Ask for copies of correspondence on actual claimants who have appealed benefit trigger decisions (e.g., request
for appeal, acknowledgement of appeal, appeal outcome communicated) after state statutes, rules and regulations
became effective.

In the event the insurer has determined that the benefit trigger of a limited long-term care insurance policy has not
been met, verify that the insurer has provided a clear, written notice to the insured and the insured’s authorized
representative, if applicable, of all of the following:
e The reason that the insurer determined that the insured’s benefit trigger had not been met;
e The insured’s right to internal appeal and the right to submit new or additional information relating to the
benefit trigger denial with the appeal request within 120 calendar days of receipt of the notice; and
e The insured’s right, after exhaustion of the insurer’s internal appeal process, to have the benefit trigger

determination—+reviewed-under-the-independent-reviewprocess to contact their state insurance department

and their State Health Insurance Program (SHIP) office.

Ensure that the individual or individuals making the internal appeal decision are not the same individual or
individuals who made the initial benefit determination.
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Verify that the insurer, within 30 calendar days of the insurer’s receipt of all necessary information upon which a
final determination can be made, has completed and sent written notice of the internal appeal decision to the
insured and the insured’s authorized representative, if applicable.

If the insurer’s original determination is upheld upon internal appeal, ensure that the notice of the internal appeal
decision describes any additional internal appeal rights offered by the insurer.

If the insurer’s original determination is upheld after the internal appeal process has been exhausted, and new or
additional information has not been provided to the insurer, the insured has the right to contact their state
insurance department and their State Health Insurance Proqram (SHIP) offlce pursuant to appllcable state

statutes, rules and requlatlons ,

© 2019 National Association of Insurance Commissioners Page 26 of 45



Attachment 2
Chapter 26A Limited Long-Term Care Chapter 12-11-19

(§H+P9— Thls paraqraph removed b

Verify that if any new or additional information not previously provided to the insurer is submitted by the insured
or the insured’s authorized representative, the insurer. e|ther (D) conS|ders and afflrms or 2 overturns its beneflt
trlgger determlnatlon verify

along%nththﬁnsurepsranalysrs—ef—sue#m#ermaaon—Thls sentence removed bv Marv Lou Moran

If the insurer overturns its benefit trigger determination, verify that the insurer has provided notice to the

mdependent—reweworgamzaﬂonandthe |nsured and the lnsured S authorlzed representatlve if appllcable and the

commlssmner of its deC|S|on

msuredrmetethe%eneﬁttngger ThIS sentence removed bv Marv Lou Moran

msurer—&deersma This sentence removed bv Marv Lou Moran

© 2019 National Association of Insurance Commissioners Page 27 of 45



Attachment 2
Chapter 26A Limited Long-Term Care Chapter 12-11-19

G. Underwriting and Rating

1. Purpose

The underwriting portion of the examination is designed to provide a view of how the entity treats the
public and whether that treatment is in compliance with applicable statutes, rules and regulations. It is
typically determined by testing a random sampling of files and applying various tests to the sampled files.
It is concerned with compliance issues. The areas to be considered in this kind of review include:
o Rating practices;
Underwriting practices;
Use of correct and properly filed and approved forms and endorsements;
Termination practices;
Unfair discrimination;
Use of proper disclosures, outlines of coverage and delivery receipts;
Reinsurance; and
Marketing and sales materials.

2. Techniques

During an examination, it is necessary for examiners to review a number of information sources,
including:
¢ Rating manuals and rate cards;
Underwriting manuals, guidelines and classification manuals;
Medical underwriting manuals;
Individual and group issued and renewed policy files;
Policy summaries;
Replacement and conservation materials;
Documentation of required disclosures and delivery receipts;
Individual and group canceled policy files and certificates;
Documentation of premium refund upon election of “free look” period;
Recessions occurring prior to a claim;
Policy forms, endorsements and applications, along with appropriate filings;
Producer licensing information;
Producer compensation agreements, where applicable;
Premium statements and billing statements;
Group trust arrangements, where applicable;
Declined applications and notices;
Individual and group lapsed policy files and notices;
Individual and group nonforfeiture files and notices;
Reinsurer policies/treaties; and
Reinsurer guidelines and manuals.

For the purposes of this chapter, “underwriting file” means the file or files containing the new business
application, renewal application, certificates or evidences of coverage, including binders, rate calculation
sheets, billings, medical information, credit information, inspection or interview reports, all underwriting
information obtained or developed, policy summary page, endorsements, cancellation or reinstatement
notices, correspondence and any other documentation supporting selection, classification, rating or
termination of the policy.
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In selecting samples for testing, individual policies should generally not be combined with group policies.
Because these two areas are generally not homogeneous, any conclusions or inferences made from the
results of sampling may not be valid if combined. The examiner should be familiar with the process for
gathering and processing underwriting information and the quality controls for the issuance of policies,
endorsements and premium statements. The list of files from which a sample is to be drawn may be
generated through a computer run or, in some cases, through a policy register covering the period of time
selected in the notice of the examination.

Next, determine the entity’s policy population (policy count) by line of business. Review a random
selection of business for application of a particular test or apply specific tests to a census population using
automated tools. (In the event specific files are chosen for a target review, the examiner must be certain
that the examination results are clearly identified as representative of the target selection.) The examiner
should maintain a list of the various tests to be applied to each file in the sample. This will aid in
consistency by ensuring that each test is considered for each file in the sample.

If exceptions are noted, the examiner must determine if the exception is caused by such practices as the
use of faulty automated rating systems, or the development and use of improperly or vaguely worded
manuals or guidelines. When exceptions are noted, it is advisable to determine the scope and extent of the
problem. The examiner’s responses should maximize objectivity; the examiner should avoid replacing
examiner judgment for entity judgment.

a. Rating Practices

It is necessary to determine if the entity is in compliance with rating systems that have been filed
with and, in some cases, approved by the insurance department. Where rates are not required to
be filed with an applicable regulatory agency, it is prudent to determine if rates are being applied
consistently and in accordance with the entity’s own rating methods. In general, rates should not
be unfairly discriminatory. Wide-scale application of incorrect rates by an entity might raise
financial solvency questions or be indicative of inadequate management oversight. Deviation
from established rating plans might also indicate that an entity is engaged in unfair competitive
practices. Inconsistent application of rates or classifications can result in unfair discrimination.

If rating exceptions are noted, the examiner must determine if the exception is caused by such
practices as the use of faulty automated rating systems or the use of improperly worded, vague or
obsolete rating manuals. When exceptions are noted, it is advisable to determine the scope and
extent of the problem.

Occasionally, the examiner may need to review loss statistics to determine if premiums are fair
and reasonable in relation to the associated claims experience. When possible, the examination
team should make use of audit software to verify the correct application of specific rating
components and the consistent use of rates. This allows for a more thorough review and can save
time during the examination process. All new automated audit applications that are developed
should be submitted to the NAIC File Repository, in order to assist in building a comprehensive
set of audit programs.

The rating practices for renewal policies and newly issued policies should be reviewed. The
examination team should also review premium notices and billing statements. The examiner
should ensure the proper application of rate increases or rate decreases.

The examiner should also ensure that the underwriting files contain sufficient information to
support the rates that have been developed.
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b. Underwriting Practices

The examiner should review relevant underwriting information; e.g., the entity’s underwriting
manuals, underwriting guidelines, underwriting bulletins, declination procedures, agency
agreements and correspondence with producers. Interoffice memoranda and entity minutes that
may furnish evidence of anti-competitive behavior may also be requested. In addition to
reviewing the content of the above information for indications of unfairly discriminatory
practices, the examination team also should use the above information to determine the entity’s
compliance with its own manuals and guidelines. The examiner should confirm that the entity’s
underwriters and producers consistently apply the entity guidelines for all business selected or
rejected. The examination team should verify that the entity has correctly classified insured
individuals.

File documentation should be sufficient to support the underwriting decisions made.
Underwriting decisions that are adequately documented generally afford the entity’s management
team with the opportunity to know what business it has selected through its underwriters and
producers. The examiner should verify that properly licensed and appointed (where applicable)
producers have been used in the production of the business. Underwriting guidelines may vary by
geographic areas in the jurisdiction and, therefore, such guidelines should be reviewed for each
applicable field office.

Any practice suggesting anti-competitive behavior may involve legal considerations that should
be referred to the insurance department’s counsel. Ultimately, the information obtained may be
useful in drafting legislation or regulations.

c. Use of Correct and Properly Filed Forms and Endorsements

The examination team should verify that all policy forms and endorsements used have been filed
with the appropriate regulatory authority, if applicable. In addition, the examination team should
verify the consistent and correct use of policy forms and endorsements. The examiner should be
mindful of possible outdated forms or endorsements. If coverage and riders requested by the
applicant are not issued, proper notification should be provided to the applicant. In some cases,
supplemental applications are appropriate.

d. Termination Practices

The examination team should review the entity’s policy cancellation and reinstatement practices
to determine compliance with applicable statutes, rules and regulations, as well as to determine
compliance with the entity’s own rules, guidelines and policy provisions.

Cancellation and lapsed policy processing should include a formal notice to the insured, including
secondary addressees, where elected by the insured. Adherence to policy provisions for renewal
language and for applicable grace periods should be reviewed.

The examination team should verify that premium refunds upon election of “free look” provisions
are handled correctly, uniformly and in a timely manner.

The examination team should review reinstatement offers and determine what the entity’s

practice is for offering reinstatement. In addition, the examination team should be mindful of
billing practices that may encourage policy lapses.
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e. Unfair Discrimination

The examination team should be mindful of entity underwriting practices that may be unfairly
discriminatory. The classification of insureds into rating or underwriting groups must be based on
sound business or actuarial principles. Failure to follow established rating and underwriting
guidelines may result in unintentional, yet unfair discrimination. Unfair trade practice acts and
related regulatory rules adopted by the applicable jurisdiction also may prohibit specific
underwriting practices.

f.  Use of Proper Disclosures, Buyer’s Guides and Outlines of Coverage

The examination team should review the entity’s use of required disclosure forms, buyer’s
guides, policy summaries, replacement notices, “free look™ periods and outlines of coverage. In
addition to the use of such required items, the examiner may wish to verify that the above items
contain the correct content and are in the correct format.

g. Reinsurance

Most state statutes include a feature that for many lines of business the entity is not permitted to
place more than 10 percent of its surplus to policyholders at risk on any one placement of
insurance. While this is primarily a solvency issue, it is one that market conduct examiners are in
an ideal position to test in view of the sampling of underwriting files.

Adherence to the requirement is easy to test, but requires familiarity with the structure and
content of the reinsurance treaties covering the business written by the entity. This item is
particularly important for companies that hold minimal policyholder surplus accounts (i.e.,
surplus of less than $10 million). It also may reflect on the care that the entity’s management
places on its selection of business, and represent a danger to the financial health of the entity.
Errors in this area should be forwarded to the appropriate state financial examiners. Any tests of
this type must be coordinated with the state’s financial examiners.

h. Marketing and Sales Materials

It is recommended that a review of all forms and materials be conducted by reviewing the
marketing and sales standards simultaneously during the underwriting and rating review.

3. Tests and Standards
The underwriting and rating review includes, but is not limited to, the following standards addressing

various aspects of the entity’s underwriting activities. The sequence of the standards listed here does not
indicate priority of the various standards.
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STANDARDS
UNDERWRITING AND RATING

Standard 1
All mandated definitions and requirements for group limited long-term care insurance are followed in
accordance with applicable statutes, rules and regulations.

Apply to: All group limited long-term care products
Priority: Essential
Documents to be Reviewed
Applicable statutes, rules and regulations
Underwriting files
Rating/Quote information provided electronically
Marketing materials
Correspondence to producers

Others Reviewed

NAIC Model References

Limited Long-Term Care Insurance Model Act (#640642)
Limited Long-Term Care Insurance Model Regulation (#641643)

Review Procedures and Criteria
If a group policy is issued to an employer or labor organization or association, determine if the group meets the
required criteria to qualify the association or organization as a bona fide organization established for the benefits

of its members.

Determine if all group limited long-term care policies offered in one state and issued in another state comply with
applicable extraterritorial jurisdiction statutes, rules and regulations.

Ensure that any group limited long-term care policy standard provisions that are applicable in the examining
jurisdiction are incorporated into the group policy. These provisions include, but are not limited to, grace periods,
periods of incontestability, required copies of applications, deemers of representations and not warranties, medical
or other evidence of insurability, provision for a certificate of insurance and conversion to an individual policy in
the event of termination or total disability.

© 2019 National Association of Insurance Commissioners Page 32 of 45




Attachment 2
Chapter 26A Limited Long-Term Care Chapter 12-11-19

STANDARDS
UNDERWRITING AND RATING

Standard 2
Pertinent information on applications that form a part of the policy is complete and accurate, and
applications conform to applicable statutes, rules and regulations.

Apply to: All limited long-term care products
Priority: Essential
Documents to be Reviewed

Applicable statutes, rules and regulations (Note: Reference applicable Interstate Insurance Product
Regulation Commission (IIPRC) uniform standards for products approved by the IIPRC)

All applications

Others Reviewed

NAIC Model References

Review Procedures and Criteria

Determine if the requested coverage is issued.

Determine if the entity has a verification process in place to determine the accuracy of application information.
Verify that applicable nonforfeiture options and inflation protection options are indicated on the application.
Verify that changes to the application and supplements to the application are initialed by the applicant.

Verify that supplemental applications are used, where appropriate.

Determine if the application complies with applicable statutes, rules and regulations regarding form and content.
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STANDARDS
UNDERWRITING AND RATING

Standard 3
The entity complies with specific requirements for AIDS-related concerns in accordance with applicable
statutes, rules and regulations.

Apply to: All limited long-term care products

Priority: Essential

Documents to be Reviewed

Applicable statutes, rules and regulations

Applications and related disclosure and consent forms

Health questionnaires for applicants

Medical underwriting guidelines

Entity guidelines regarding the handling of AIDS-related test results, if such tests are allowed

Others Reviewed

NAIC Model References

Limited Long-Term Caré Insurance Model Requlation (#643)

Review Procedures and Criteria

Ensure the entity does not use medical records indicating AIDS-related concerns to discriminate against
applicants without medical evidence of disease. Companies shall establish reasonable procedures related to the
administration of an AIDS-related test.

Medical underwriting guidelines may consider factual matters that reveal the existence of a medical condition. For
example, no adverse underwriting decision shall be based on medical records that only indicate the applicant
demonstrated AlIDS-related concerns by seeking counseling from a health care professional.

Disclosure forms signed by the applicant must clearly disclose the requirement, if any, for applicants to take an
AIDS-related test, and should be a part of the underwriting file. Applications must contain a consent form for
such testing.

Review any application forms and health questionnaires used by the entity or its producers for questions that
would require the applicant to provide information regarding sexual orientation.

Questions may ask if the applicant has been diagnosed with AIDS or ARC, if they are designed to establish the
existence of the condition, but are not to be used as a proxy to establish sexual orientation of the applicant.
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Ensure the entity or insurance support organization does not use the sexual orientation of an applicant in the
underwriting process or in the determination of insurability.

Underwriting guidelines must not consider an applicant’s sexual orientation a factor in the determination of
insurability.

Review a sample of underwriting files for denied applications in order to verify that denials were non-
discriminatory.

Review inspection reports to determine if they are being used in a discriminatory manner, or ordered on the basis
of the entity guidelines (e.g., based on the amount of insurance).

Neither the marital status, the living arrangements, the occupation, gender, medical history, beneficiary

designation, nor the ZIP code or other territorial classification may be used to establish the applicant’s sexual
orientation.
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STANDARDS
UNDERWRITING AND RATING

Standard 4
Policies, riders, amendments, endorsements, applications and certificates of coverage contain required
provisions, definitions and disclosures.

Apply to: All limited long-term care products
Priority: Essential
Documents to be Reviewed

Applicable statutes, rules and regulations (Note: Reference applicable Interstate Insurance Product
Regulation Commission (IIPRC) uniform standards for products approved by the I11PRC)

Underwriting/Administration file
Policies, riders, amendments, endorsements, applications and certificates of coverage

Others Reviewed

NAIC Model References

Limited Long-Term Care Insurance Model Act (#640642)
Limited Long-Term Care Insurance Model Regulation (#641643)

Review Procedures and Criteria

Determine if the policy contains the required terms and definition of such terms per applicable statutes, rules and
regulations, including, but not limited to:

e Guaranteed renewable and noncancellable;

e Activities of daily living, acute condition, adult day care, bathing, cognitive impairment, continence,
dressing, eating, hands-on assistance, home health care services, Medicare, mental or nervous disorder,
personal care, skilled nursing care, toileting and transferring.:ara¢ In addition, coverage specific to limited
long-term care benefits may include non-skilled nursing care by providers of service, including but not
limited to skilled nursing facility, extended care facility, convalescent nursing home, personal care
facility, specialized care providers, assisted living facility, and home care agency; and

¢ Reasonable and customary/usual and customary.

Determine if riders and endorsements added after the original date of issue, at reinstatement or renewal that
reduce or eliminate benefits or coverage (except as requested by the insured) require signed acceptance by the
insured.

Ensure that the entity has not established a new waiting period in the event existing coverage is converted or
replaced by a new or other form within the same entity, except with respect to an increase in benefits voluntarily
selected by the individual or group policyholder.

Ensure that the entity does not apply preexisting condition provisions more restrictive than “...a condition for
which medical advice or treatment was recommended by, or received from, a provider of health care services

© 2019 National Association of Insurance Commissioners Page 36 of 45




Attachment 2
Chapter 26A Limited Long-Term Care Chapter 12-11-19

within 6 months preceding the effective date of coverage of an insured person,” unless the insurance
commissioner has extended limitation periods.

A limited long-term care insurance policy or certificate, other than a policy or certificate issued to a defined
group, may not exclude coverage for a loss or confinement that is the result of a preexisting condition, unless such
loss or confinement begins within 6 months following the effective date of coverage of an insured person.

A limited long-term care insurance policy or certificate may not exclude or use riders or waivers to exclude, limit
or reduce benefits for specifically named or described preexisting conditions or physical conditions beyond the
defined waiting period.

Determine if the policy meets the requirements under applicable statutes, rules and regulations with regard to
prior hospitalization/institutionalization. The policy may not:
e Condition eligibility of any benefits on a prior hospitalization requirement, or, in the case of benefits
provided in an institutional care setting, on the receipt of a higher level of institutional care;
e Condition eligibility for benefits (other than waiver of premium, post-confinement, post-acute care or
recuperative benefits) on a prior institutionalization requirement;
e Condition eligibility of non-institutional benefits based on the prior receipt of institutional care on a prior
institutional stay of more than 30 days; and
¢ Condition the receipt of benefits following institutionalization upon admission to a facility for the same or
related conditions within a period of less than 30 days after discharge.

A policy or rider containing post-confinement, post-acute care or recuperative benefit shall contain in a separate
paragraph titled “Limitations or Conditions on Eligibility for Benefits” such limitations or conditions, including
any required number of days of confinement.

Determine if the policy contains any limitations regarding preexisting conditions, and, if so, ensure that they are
outlined in a separate paragraph titled “Preexisting Condition Limitations.”

Ensure that the policy measures the need for limited long-term care on the activities of daily living (ADLSs) and
cognitive impairment, and that they are described—along with any additional benefit triggers, benefits and entity-

required certification of functional dependency—in a separate paragraph titled “Eligibility for the Payment of
Benefits.”

If a limited long-term care policy provides benefits for home health care or community care services, ensure that
it meets the required minimum standards required by applicable statutes, rules and regulations.
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STANDARDS
UNDERWRITING AND RATING

Standard 5
Underwriting and rating for limited long-term care products complies with applicable statutes, rules and
regulations.

Apply to: All group limited Llong-term care products

Priority: Essential
Documents to be Reviewed

Applicable statutes, rules and regulations (Note: Reference applicable Interstate Insurance Product
Regulation Commission (IIPRC) uniform standards for products approved by the I1PRC)

Policy contract

Notice of cancellation/nonrenewal
Insurance department approval of forms
Underwriter’s file or notes on a system log
Insured’s request (if applicable)

Entity cancellation/nonrenewal guidelines
Certificate of mailing

Others Reviewed

NAIC Model References

Limited Long-Term Care Insurance Model Act (#640642)
Limited Long-Term Care Insurance Model Regulation (#641643)

Review Procedures and Criteria

Determine if the notice of cancellation/nonrenewal was valid according to policy provisions and applicable
statutes, rules and regulations.

Review entity procedures for cancellation/nonrenewal to determine if the entity is following its own guidelines.

Review cancellation and billing notices, grace period descriptions, reinstatement offers, lapse notices, etc., to
ensure the forms, if necessary, were approved by the insurance department.
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In addition to other applicable review procedures, verify the following:

e The entity has not cancelled, nonrenewed or otherwise terminated on the grounds of the age or the
deterioration of the mental or physical health of the insured individual or certificateholder;

e The entity has not established a new waiting period in the event existing coverage is converted to or
replaced by a new or other form within the same entity, except with respect to an increase in benefits
voluntarily selected by the insured individual or group policyholder;

e The entity does not provide coverage for skilled nursing care only or provide significantly more coverage
for skilled care in a facility than coverage for lower levels of care; and

e The entity does not apply preexisting condition provisions more restrictive than “...a condition for which
medical advice or treatment was recommended by, or received from, a provider of health care services
within 6 months preceding the effective date of coverage of an insured person,” unless limitation periods
have been extended by the insurance commissioner.

Verify that standards for incontestability periods are no more restrictive than as follows:
¢ Within 6 months, misrepresentations must be material;
e Within 2 years and more than 6 months, misrepresentation must be material and pertain to the condition
for which benefits are sought; and
e After 2 years, benefits are contestable only upon a showing that the insured knowingly and intentionally
misrepresented relevant facts relating to the insured’s health.

Verify that the entity’s underwriting practices reflect minimum requirements related to guaranteed renewability,
noncancellability and continuation or conversion.

Replacement of a group limited long-term care policy with another group limited long-term care policy shall offer
coverage to all persons covered under the previous group policy on its date of termination, with no preexisting
condition exclusions that would have been covered on the prior policy and shall not vary or otherwise depend on
the individual’s health or disability status, claim experience or use of limited long-term care services.

Verify that the entity provides notice to the designated person, in addition to the applicant, for termination of a
policy or certificate for nonpayment of premium.

Verify that the entity allows for reinstatement of coverage in the event of lapse if provided proof that the
policyholder or certificateholder was cognitively impaired or had a loss of functional capacity before the grace
period contained in the policy expired.

Verify that prior to issuance of a limited long-term care policy or certificate to an applicant age 80 or older, the
insurer obtains one of the following:

e A report of a physical examination;

e An assessment of functional capacity;

e An attending physician’s statement; or

e Copies of medical records.

Verify that the entity delivers a copy of the completed application or enrollment form (whichever is applicable) to
the insured no later than at the time of delivery of the policy or certificate, unless it was retained by the applicant
at the time of application.

Verify that the entity maintains a record of all policy or certificate rescissions, both state and countrywide, except
those that the insured voluntarily effectuated. The entity shall annually furnish this information to the insurance
commissioner in the format prescribed by applicable statutes, rules and regulations.

Verify that the premium charged does not increase due to increase of age beyond 65 or the duration the insured
has been covered under the policy.
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STANDARDS
UNDERWRITING AND RATING

Standard 6
The company’s underwriting practices are not unfairly discriminatory. The company adheres to applicable
statutes, rules and regulations and company guidelines in the selection of risks.

Apply to: All limited long-term care products
Priority: Essential

Documents to be Reviewed

Applicable statutes, rules and regulations

New business application

All underwriting information obtained
Company underwriting guidelines and bulletins
Declination procedures

Agency agreements and correspondence with producers
Riders or extensions of coverage

Interoffice memoranda and company minutes
Policy specifications page

Underwriter’s file or notes on a system log

Others Reviewed

NAIC Model References

Insurance Fraud Prevention Model Act (#680)

Limited Long-Term Care Insurance Model Act (#641642)

Model Regulation on Unfair Discrimination in Life and Health Insurance on the Basis of Physical or Mental
Impairment (#887)

Model Regulation on Unfair Discrimination on the Basis of Blindness or Partial Blindness (#888)

Unfair Discrimination Against Subjects of Abuse in Life Insurance Model Act (#896)

Unfair Trade Practices Act (#880)

Credit Reports and Insurance Underwriting White Paper
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Review Procedures and Criteria

Ensure the file documentation adequately supports the decisions made:

e The application should be complete and signed,;

o Determine when, and under what conditions the company requires motor vehicle reports, inspection
reports, credit reports, Medical Information Bureau (MIB) or other medical physician reports or other
underwriting information to confirm exposure or premium basis;

o Determine if the file contains the necessary information to support the classification, rating and selection
decision made; and

e Verify that when a policy is issued on a basis other than applied for, that notice of an adverse
underwriting decision is provided in accordance with applicable statutes, rules and regulations.

Review relevant underwriting information to ensure that no unfair discrimination is occurring, according to the
state’s definition of unfair discrimination.

Determine if the company is following its underwriting guidelines, and that the guidelines conform to applicable
statutes, rules and regulations, including, but not limited to:
e The insurer shall obtain one of the following prior to issuance of a policy or certificate to an applicant
aged 80 or older:
e A report of physical examination;
e An assessment of functional capacity;
e An attending physician’s statement; or
e Copies of medical records.
e All applications for limited long-term care, except policies issued on a guaranteed-issue basis, shall
contain clear and unambiguous questions designed to ascertain the health condition of the applicant; and
o If an application for limited long-term care coverage contains a question regarding whether the applicant
has had medication prescribed by a physician, the company shall also ask the applicant to list the
medication.

Determine if the company underwriting guidelines have been filed, where applicable.

Review interoffice memoranda for evidence of anti-competitive behavior, collusive practices or improper
replacement tactics.

Underwriting guidelines may vary by geographic areas in the jurisdiction and, therefore, such guidelines should
be reviewed for each office being examined.

Inconsistent handling of rating or underwriting practices, even if not intentional, can result in unfair
discrimination. Companies may not permit discrimination between individuals of the same class and equal health
status.

Ensure that underwriting requirements are not applied in an unfairly discriminatory manner.

Review guaranteed-issue criteria to ensure correct handling.

Review policy provisions for skilled nursing care to ensure that no restrictions are placed on the proper level of
care; i.e., the company does not provide only skilled nursing care or does not provide more coverage for skilled
care in a facility than coverage for lower levels of care.

Verify that the questions on applications are sufficiently clear and applicable to the coverage being requested.

Verify that Medical Information Bureau (MIB) information is not used as the sole basis for an underwriting
decision.
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Companies may not refuse to insure, continue to insure or limit coverage based on:

Sex;

Marital status;

Race;

Religion;

National origin;

Physical or mental impairment (except where based on sound actuarial principles or actual or reasonably

anticipated experience);

e Blindness or partial blindness only* (however, all other conditions, including the underlying cause of the
blindness or partial blindness, are subject to the same standards of sound actuarial principles or actual or
reasonably anticipated experience as a sighted person); and

e Abuse status.

*Note: Review individual state statutes, rules and regulations that may provide that an insurer may not refuse to
insure, refuse to continue to insure or limit the amount, extent or kind of coverage available to an individual solely
because of blindness or partial blindness.

Many jurisdictions have enacted legislation regarding subjects of abuse. Examiners should be familiar with their
statutes, rules and regulations in this area.

Examine new business applications for the required fraud statement.
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H. Claims

Use the standards for this business area that are listed in Chapter 20—General Examination Standards, in addition
to the standards set forth below.
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STANDARDS
CLAIMS
Standard 1
Claim files are handled in accordance with policy provisions and applicable statutes, rules and regulations.
Apply to: All limited long-term care products
Priority: Essential

Documents to be Reviewed

Applicable statutes, rules and regulations (Note: Reference applicable Interstate Insurance Product
Regulation Commission (IIPRC) uniform standards for products approved by the 1IPRC)

Company claim procedure manuals
Claim training manuals
Internal company claim audit reports

Insured’s requests (if applicable)

Claim bulletins and procedure manuals
Company claim forms manual
Claim files

Others Reviewed

NAIC Model References

Insurance Fraud Prevention Model Act (#680)

Limited Long-Term Care Insurance Model Act (#640642)

Unfair Claims Settlement Practices Act (#880)

Unfair Life, Accident and Health Claims Settlement Practices Model Regulation (#903)
Limited Long-Term Care Insurance Model Requlation (#643)

Review Procedures and Criteria

Review company procedures, training manuals and claim bulletins to determine if company standards exist and
whether standards comply with state statutes. Determine if company procedures provide for the detection and
reporting of fraudulent or potentially fraudulent insurance acts to the insurance commissioner.

Determine if claim handling meets applicable statutes, rules and regulations, including:

e Correct payees and addresses; and
o Correct benefit amounts.
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Ascertain whether the company has misrepresented relevant facts or policy provisions relating to coverages at
issue.

Determine if claim files are handled according to policy provisions.

If a claim under a limited long-term care insurance contract is denied, the issuer shall, within 60 days of the date
of a written request by the policyholder or certificateholder, or a representative thereof:

e Provide a written explanation of the reasons for the denial; and

o Make available all information directly related to the denial.

Determine if the insurer is in compliance with proper payment of “clean claims,” as defined in applicable state
statutes, rules and regulations. Verify that the insurer pays clean claims within 30 business days after receipt of a
clean claim. For claims that do not fall within the category of a clean claim, verify that the insurer has sent a
written notice acknowledging the date of receipt of the claim and containing one of the following provisions
within 30 business days:

e The insurer has declined to pay all or part of the claim and the specific reason(s) for denial; or

e That additional information is necessary to determine if all or any part of the claim is payable and the

specific additional information that is necessary.

Verify that the insurer has paid clean claims within 30 business days after receipt of all requested additional
information, or has sent a written notice that the insurer has declined to pay all or part of the claim within 30 days.
The notice should specify the specific reason(s) for denial.

If, upon review of insurer clean claim payment practices, an examiner determines that an insurer has failed to
comply with clean claim requirements, verify that the insurer has paid interest at the rate of one percent per month
on the amount of the claim that should have been paid but that remains unpaid 45 business days after the receipt
of the claim or, in the event the insurer has requested additional information, upon receipt of all requested
additional information.

Verify that the insurer has included interest payable in any late reimbursement without requiring the individual
who filed the original claim to make any additional claim for such interest.

It is an unfair practice to settle, or attempt to settle, a claim on the basis of an application that was materially
altered without the consent of the insured.

Confirm that a monthly report is issued to the policyholder whenever limited long-term care benefits are issued
through acceleration of death benefit provisions of a life insurance product.

Confirm that mandatory nonforfeiture benefits are offered.

Determine that eligibility for the payment of benefits is based on a deficiency in the ability to perform not more
than 3 of the activities of daily living (ADLS) or the presence of cognitive impairment.

Ensure that determination of deficiency is not more restrictive than:
¢ Requiring the hands-on assistance of another person to perform the prescribed ADLS; and
o For a cognitive impairment, supervision or verbal cueing by another person is needed to protect the
insured or others.

Ensure that licensed or certified professionals, such as physicians, nurses or social workers, perform assessments
of ADLs and cognitive impairment.
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