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gﬁ@ BILL NO. LES

INTRODUCED BY 7% e F xé£;¢¢f,J:

A BILL FOR AN ACT ENTITLED: “THE LONG~TERM CARE INSURANCE
RCT; ESTABLISHING A PROGRAM TO BE ADMINISTERED BY THE
COMMISSIONER OF INSURANCE; GRANTING RULEMAKING AUTHORITY TO

CONDUCT THE PROGRAM; AND PROVIDING AN EFFECTIVE DATE."

STATEMENT OF INTENT

A statement of intent is required for this bill because
section 14 authorizes the commissioner of insurance of the
state of Montana to promulgate rules relating to the
disclosure of policy provisions, coverage, marketability,
and prohibited practices in the solicitation of long-tern
care insurance. The legislature intends that the rules whict
the commissioner adopts to implement this bill be designec
principally to protect the insurance-buying public it
Montana by reguiring insurers who offer long-term car:
insurance to accurately describe coverages provided by the
insurance product and to prohibit certain practice
reéarding coverage, renewal, and eligibility. Th
legislature further intends that the commissioner adop
those rules in accordance with 33-1-313, which grants th
commissioner general rulemaking authority and which permit

the commissioner:
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(1) to make only reasonable rules that do not extend,
madify, or conflict with any laws of this state or with any
reasonable implication of those laws; and

(2} to make or amend those rules only after a hearing

of which notice has been given as required by 33-1-703,

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

NEW SECTION. Section 'I.‘ Short title. [This act] may
be cited as the "Long-Term Care Insurance Act".

NEW SECTION. Section 2. Purpose. The purpose of [this
act] is to:

(1) promote the public interest:;

(2) promote the availability of long-term care

insurance;

(3) protect applicants for long-term care insurance
from unfair or deceptive sales or enrcllment practices;

{4) establish standards for long-term care insurance;

(5) facilitate public understanding and comparison of
long-term care insurance policies; and

(6) facilitate flexibility and innovaticn in the
development of long-term care insurance ccverage.

NEW SECTION. Section 3. Dpefinitions. As used in [this
act]l, the following definitions apply:

(1} "“Applicant" means:

(a) in the case o©of an individval long-term care

-2- INTRODUCED BILL
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insurance policy, the person who seeks to contract for the
insurance: and

(b) in the case of a group long-term care insurance
policy, the proposed certificate heolder.

{2) "Certificate™ means a document issued to a member
of the group covered under a group insurance policy that has
been delivered or issued for delivery in this state as
evidence that the individual named in the certificate is
covered under the policy.

{3} "Group long-term care insurance® means a long-term
care insurance policy that is delivered or issued for
delivery in this state and issued to:

{a)} (i) an employer;

{ii}) a laber organization;

{(iii) a trust egtablished by an employer or labor
organization; or

(iv) a trustee of a fund established by an employer or
labor organization or a combination thereof for:

{A) employees or former employees or a combination
thereof; or

(B} members or former members of the labor
organization or a combination thereof:

{b) a professional, trade, or occupational association
for its current, former, or retired members or combination

thereof, if the assaciation:
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{i}) is composed of individuals all of whom are or were
actively engaged in the same profession, trade, or
occupation; and

{ii) has been maintained in goed faith Eor purposes
other than obtaining insurance; or

(¢} an association, a trust, or the trustee of a fund
established, created, or maintained for the benefit of
members of one or more associations.

(i} Prior to advertising, marketing, or offering the
policy within this state, the association or the insurer of
the association shall Eile evidence with the commissioner
that the association has:

{A) a minimum of 100 persons at the outset;

{B) been organized and maintained in good faitn for
purpaoses ather than obtaining insurance;

(C} been in active existence for at least 1 year; and

(D) a constitution and bylaws reguiring that the
association hold regular meetings at least annually to
further purposes of the membership; except for credit
unions, the association collect dues or solicit
contributions from members; and the members have voting
privileges and representation on the governing board and
committees,

{ii) Thirty days after filing, the association |is

conaidered as having satisfied the organizational

-4~
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requirements unless the commissioner finds after hearing
that the assoclation does not satisfy the crganizarional
requirements.

(d) a group other than as described in subsections
(3)(a) through (3){c) if the commissicner déta:mines that
the:

{i} 1issuance of the group policy is not contrary to
the best interests of the pubiic;

(ii) issuance of the group policy would result in
economies of acquisition or administration; and

(iii) benefits are reasonable in relation to the
premiums charged.

(4) ™“Long-term care insurance":

{a) means a policy as defined in subsection (5) that
is advertised, marketed, offered, or designed to provide
coverage for not less than 12 consecutive months for a
covered person, on an expense-incurred, indemnity, prepaid,
or other basis, for a necessary or medically necessary
diagnostic, preventive, therapeutic, rehabilitative,
maintenance, or personal care service provided in a setting
other than an acute care unit of a hospital:; and

{b) includes group and individual insurance policies
or riders, whether issued by an insurer, fraternal benefit
society, health service corporation, prepaid health plan,

health maintenance organization, or similar organization.
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{(3) "Policy" means a policy as defined in 33-15-102, a
membership contract as defined in 33-30-101, a health care
services agreement as defined in 133-31-102 delivered or
issued for delivery in this state by an insurer, fraternal
benefit society, health service corporation, prepaid health
plan, health maintenance organization, ar similar
organization.

{(6) “Preexisting condi&ion" means a conditicn far
which medical advice or treatment was recommended by or
received from a provider of health care services witnin 6
months preceding the effective date of coverage of an

insured person.

NEW SECTION. Section 4. Extraterritorial
jurisdiction. A group long-term care insurance policy or
certificate may not be delivered or issued for delivery to a
resident of Montana under a group policy issued in anocher
state to a group described in [section 3(3){d}] unless it 1is
approved by:

{l) the commissioner; or

{2} the insurance requlatory cfficial of the state in
which the group long-term care Lasurdance policy was
delivered or 1issued for delivery and that state has
statutory and regulatory long-term care insurance
requirements substantially similar to those adopted in

Montana.
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NEW SECTION. Section B. bpisclosure and performance
standards for leng-term care insurance. (1) The commissioner
may by rule adopt standards for full and fair disclosure,
setting forth the manner, content, and disclcsures required
to be made in a long-term care insurance policy, including
but not limited to:

(a)' terms of renewability;

{b) initial and subsequént conditions of eligibility;

{c) nonduplication of coverage provisions;

{d) coverage of dependents;

{(e) preexisting conditions;

{f) termination of insurance;

{g) continuation or conversion;

(h) probationary periods;

{i) limitations;

{}) exceptions;

(k) reductions;

{L) elimination periecds;

(m) requirements for replacement;

{n) recurrent conditions; and

{0} definition of terms.

(2) A group long-term care insurance policy must
include a provision relating to conversion on termination of
eligibility as described in 33-22-508.

{3) A policy must comply with {this act] if it:
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{(a) is offered primarily to provide basic medicare
supplement coverage, basic hospital expense coverage, basic
medical~surgical expense coverage, hospital confinement
indemnity coverage, major medical expense coverage,
disability income protection coverage, accident cnly
coverage, specified disease or specified accident coverage,
or limited benefEit health coverage; and

{b) offers long-term ca}e insurance benefits for at

least 6 months.

NEW SECTION. Section 6. Prohibited practices  and
policy provisions. A long-term care insurance peolicy may
not:

{l1) be canceled, nonrenewed, or otherwise terminated
on the grounds of the age or the deterioration of the mental
or physical health of an insured or a certificate holder;

{2) contain a provision establishing a new waitinc
period if existing coverage is converted to or replaced by :
new or other form within the same company, except witt
respect to an increase in bemefits voluntarily selected by
the insured isdiwvidual or greup policyholder; or

(3} provide coverage for only skilled nursing care o
provide substantially more coverage for skilled nursing car:
in a facility than coverage for lower levels of care.

NEW SECTION, Segtion 7. Preexistiag conrditios -

definition. {13 A long-term care insurance peolicy o
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certificate other than a policy or certificate issued to a
group as defined in [section 3(3){a)] may not use a
definition of preexisting condition which is more
restrictive than the definition in [section 3].

{2) A long-term care insurance policy or certificate
may not exclude coverage for a loss or confinement that is
the result of a preexisting condition unless the loss or
confinement begins within 6 months following the effective
date of coverage of an insured person.

(3) The commissioner may extend the limitaticn periods
in subsections (1) and (2) as to specific age group
categories in specific policy forms 1f extending the
limitation periocds 1is in the best interests of the public.

{4) An insurer may use an application form designed to
elicit the complete health history of an applicant and on
the basis of the answers on that application perform
undecrwriting in accordance with the insurer's established
underwriting standards. Unless otherwise provided in the
long-term care insurance policy or certificate, a
preexisting condition, regardless of whether it is disclosed
on the application, need not be covered until the waiting
period described in subsection (2) expires. A long-term care
insurance policy or certificate may not exclude or use a
waiver or rider of any kind to exclude, limit, or reduce

coverage or benefits for gspecifically named or described
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preexisting ' diseases or physical conditions beyond the
waiting period described in subsection (2).

NEW SECTION. Section 8. Pprior hospitalization ar
institutionalization. (1) A long-term care insurance policy
may not be delivered or issued for delivery in Montana 1if
the policy conditions eligibility for a benefit:

fa} on a prior hospitalization requirement; or

{b) provided in an in;titutional care setting on the
receipt of a higher level of institutional care.

(2) A long-term care insurance policy containing a
limitation or c¢ondition for eligibility other than those
prohibited in subsection (1) must clearly label, in a
separate paragraph of the policy or certificate entitled
"Limitations or Conditions on Eligibility for Benefits", the
limitations or ceonditions, including the required number of
days of confinement.

{a} A long-term care insurance policy that contains a
benefit advertised, marketed, or offered as a home health
care benefit may not condition receipt of a benefit on a
prior institutionalization requirement.

(b} A long-term care insurance policy that conditions
eligibility of noninstitutional benefits <¢n the oprior
receipt of institutional care may not require a prior

institutional stay of more than 30 days For which benefits

are paid.

-10-
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(3) A long-term care insurance policy that provides a
benefit only following institutionalization may not
condition the benefit upon admission to a facility for the
same or a related condition within a period of less than 30

days after discharge from the institution.

NEW SECTION. Section 9. Loss ratio standards. The
commissioner may by rule establish loss ratio standards for

long-term care insurance policies.

NEW secrion. Section 10. Rright to return policy --
free lock. (1) A person insured under an individual
long-term care insurance policy has the right to return the
policy within 10 days of its delivery and to have the
premium refunded if, after examining the policy, the insured
is not satisfied for any reason. An individual long-term
care insurance policy must have a notice prominently printed
on the first page of the policy or attached to it stating
that the insured has the right to return the policy within
10 days of its delivery and to have the premium refunded if,
after examining the policy, the insured is not satisfied for
any reason.

(2} A person insured under a long-term care insurance
policy issued pursuant to a direct response solicitation has
the right to return the policy or certificate within 30
days of its delivery and to have the premium refunded if,

after examining the policy, the insured is not satisfied for
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any reason. A long-term care insurance policy or certificate
issued pursuant to a direct response sclicitation must have
a notice prominently printed on the first page or attached
to it stating that the insured has the right to return the
policy within 30 days of its delivery and to have the
premium refunded if, after examining the policy, the insured
is not satisfied for any reason.

NEW SECTION. Section 11: Outline of coverage. {1} An
insurer shall deliver an outline of coverage to a
prospective applicant for long-term care insurance at the
time of initial solicitation through means that prominently
direct the attention of the recipient to the document and
its purpose.

(a)} The commissioner shall prescribe a standard
format, including style, arrangement, and overall
appearance, and the content of the outline of coverage.

{b) In the case of agent sclicitacions, an agent shall
deliver the outline of coverage prior to the presentation of
an application or enrollment form.

{c) In the case of direct response solicitations. the
insurer shall deliver the outline of coverage upon the
earlier of the .pplicant's request or the delivery of the
policy.

{2) The outline of coverage must include:

fa) a desciiption of the principal benefits and

-12-
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coverage provided in the policy;

(b)Y a statement of the principal exclusions,
reductions, and limitations contained in the policy;

{c) a statement of the terms under which the policy or
certificate, or both, wmay be continued in force or
discontinued, including any reservation in the policy of a
right to change premiums. Continuation or conversion
provisions of a group policy must be specifically described.

{d) a statement that the outline of coverage is a
summary only of the policy issued or applied for, not a
contract of insurance, and that the policy or group master
policy contains governing contractual provisions;

(e) a description of the terms under which the policy
or certificate may be returned and premium refunded; and

({fy a brief description cf the relationship of cost of
care and benefits.

NEW SECTION. Section 12. Required content far
certificate. A certificate issued pursuant to a group
long-term care insurance policy that is delivered or issued
for delivery in this state must include:

{1) a description of the principal benefits and
coverage provided in the policy;

(2) a statement of the principal exclusicns,
reductions, and limitations centained in the poliey: and

(3) a statement that the group master policy
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determines governing contractual provisions.

NEW SECTION. Section 13. compliance reqguired. A
policy may not be advertised, marketed, or offered in this
state as long-term care insurance or nursing home insurance
unless it complies with {this act].

NEW SECTION. Section 14. Rules. The commissioner may
adopt rules necessary to implement [this act].

MEW SECTION. Section 15. Extension of authority., any
existing authority to make rules on the subject of the
provisions of [this act] is extended to the provisions of

{this act].

NEW SECTION. Section 16. codification instruction.
(This act] is intended to be codified as an integral part of
Title 33, chapter 22, and the provisions of Title 33,
chapter 22, apply to [this actl.

MEW SECTION. Section 17. Severability. If a part ot
{this act] is invalid, all valid parts that are severable
from the invalid part remain in effect. Iif a part of [this
act)] is invalid in one or more of iks applications, the part
remains in effect in all valid applications that are
severable from the invalid applications.

NEW SECTION. Section 18. applicability. [This act]
applies to policies delivered or issued for delivery in this
state on or after the effective date of {this actl]l. [This

act] is not intended to supersede the obligations of

-14-
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entities subject to [this act] to comply with the substance
of other applicable insurance laws inscfar as they do not
conflict with [this act], except that laws and regulations
designed and intended to apply to medicare supplement
iﬁsurance policies may not be applied to long-term care
insurance. A policy that is not advertised, marketed, or
offered as long-term care insurance or nursing home
insurance need not meet the réquirements of [this act].

NEW SECTION. Section 19. Effective date. [Sections 6,
B, and this section] are effective cne year after passage
and approval.

-£nd-
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STATE OF MONTANA -~ FISCAL HNOTE
Form BD-15
Tn compliance with a written request, there is hereby submitted a Fiscal Note for $B298, as introduced.

DESCRIPTION OF PROPOSED LEGISLATION:

The iong-term care insurance act; establishing a program tc be administered by the commissioner of insurance;
granting rulemaking authoritv to conduct the program; and providing an effective date.

ASSUMPTIONS:

1, Insurance companies are already writing long-term care insurance coverage.
2. Nc¢ additional FTE required.

3. Only expenditure associated with 5B298 would be rule making process.

I

No revenue.

FISCAL IMPACT: ¥Y90 FYG1
Current Froposed Current Proposed
Expenditures: Law Law Difference Law Law Difference
Operating Expenses 3§ -0- 3 -0- ] -0- § -0- $ 300 3 500

Funding: Insurance Regulatory Account

@ %u—%{g o%/f? (1l llgn & Tl  2/¢/9
RAY /SHACKLEFORD, /BUDGET DIRECTOR DATE WILLIAM E. FARRELL, PRIMARY SPONSOR  DATE/ 7
OFFICE OF BUDGET AND PROGRAM PLANNING

Fiscal Note for SB288, as introduced
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APPROVED BY COMM. ON

BUSINESS & INDUSTRY

SENATE BILL NO. 298

INTRODUCED BY FARRELL, SQUIRES, COHEN

a BILL FOR AN ACT ENTITLED: "THE LONG-TERM CARE INSURANCE
ACT: ESTABLISHING A PROGRAM TO BE ADMINISTERED BY THE
COMMISSIONER OF INSURANCE; GRANTING RULEMAKING AUTHORITY TO

CONDUCT THE PROGRAM; AND PROVIDING AN EFFECTIVE DATE."

S&ATEMEHT Qf INTENT

A statement of intent is required for this bill because
section 14 authorizes the commissioner of insurance of the
state of Montana to promulgate rules relating to the
disclosure of policy provisions, coverage, marketability,
and prohibited practices in the solicitation of long-term
care insurance. The legislature intends that the rules which
the commissioner adopts to implement this bill be designed
principally to protect the insurance-buying public in
Montana by reguiring insurers who offer long-term care
insurance to accurately describe coverages provided by the
insurance  product and to prohibit certain practices
regarding coverage, cenewal, and eligibility. The
legislature further intends that the commissioner adopt

those rules in accordance with 33-1-313, which grants the

commissioner general rulemaking authority and which permits
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(1) to make only reasonable rules that do not extend,
modify, or conflict with any laws of this state or with any
reasonable implication of those laws;: and

{2) to make or amend those rules only after a hearing

of which notice has been given as required by 33-1-703.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

NEW SECTION. Section 1. short title. [This act] may
be cited as the "Long-Term Care Insurance Act”.

NEW SECTION. Section 2. Purpose. The purpese of {this
act] is to:

(1) promote the public interest;

({2} promote the availability of

long-term care

insurance;

(3) preotect applicants for long-term care insurance
from unfair or deceptive sales or enrollment practices;

(4) establish standards for long-term care insurance;

{5) facilitate public understanding and comparison of
long-term care insurance policies; and

(6) facilitate £flexibility and innovation in the
development of long-term care insurance coverage.

NEW _SECTION. Section 3. pefinitions. As used in [this
act], the following definitions apply:

(1) "Applicant" means:

{a} in the case of an individual 1long-term care

-2- SB 298
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insurance peolicy, the person who seeks to contract for the
insurance: and

{b} in the case of a group long~term care insurance
pelicy, the proposed certificate holder.

(2) "Certificate" means a document issued to a member
of the group covered under a group insurance policy that has
been delivered or issued for delivery in this state as
evidence that the individual named in the certificate is
covered under the policy,

(3) "Group long-term care insurance" means a long-term
care insurance policy that is delivered or issued for
delivery in this state and issued to:

{a) (i) an employer;

(ii}) a labor organization;

{tii) a trust established by an employer or labor
organization; or

{iv) a trustee of a fund established by an employer or
labor organization or a combination thereof for:

(A) employees or former employees or a combination
thereof; or

(RA) members or former members of the labor
organization or a combination thereof;

{b) a professional, trade, or occupational association
for its current, former, or retired members or combination

thereof, if the association:
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(i) 1is composed of individuals all of whom are or were
actively engaged in the same profession, trade, or
occupation; and

{ii) has been maintained in good faith for purposes
other than obtaining insurance; or

(c} an association, a trust, or the trustee of a fund
established, created, or maintained for the benefit of
members of one or more associations.

(i) Prior to advertising, marketing, or offering the
policy within this state, the association or the insurer of
the association shall file evidence with the commissioner
that the association has:

(A) a minimum of 100 persons at the outset;

(B) been corganized and maintained in good faith for
purposes other than obtaining insurance;

(C) been in active existence for at least 1 year; and

(D} a constitution and bylaws requiring that the
association hold regular meetings at least annually to
further purposes of the membership; except Ffor credit
uniaons, the association collect dues or solicit
contributions from members; and the members have voting
privileges and representation on the governing board and
committees,

{ii} Thirty days after filing, the association is

considered as having satisfied the organizational

-4- SB 298
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requirements unless the commissioner finds after hearing
that the association does not satisfy the organizational
requirements.

{d) a group other than as described in subsections
{(3)({a) through (3){c) if the commissioner determines that
the:

{i) issuance of the group policy is not contrary to
the best interests of the public;

(ii) issuance of the group policy would result in
economies of acquisition or administration; and

(iii) benefits are reasonabie in relation to the
premiums charged.

(4) "Long-term care insurance":

(a) means a policy as defined in subsection (5) that
is advertised, marketed, offered, or designed to praovide
coverage for not less than 12 consecutive months for a
covered person, on an expense-incurred, indemnity, prepaid,
or other basis, for a necessary or medically necessary
diagnostic, preventive, therapeutic, rehabilitative,
maintenance, or personal care service provided in a setting
other than an acute care unit of a hospital; and

{b} includes group and individual insurance policies
cr riders, whether issued by an insurer, fraternal benefit
society, health service corporation, prepaid health plan,

health maintenance organization, or similar organization.
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{5) "Policy" means a policy as defined in 33-15-102, a
membership contract as defined in 33-30-101, & health care
services agreement as defined in 33-31-102 delivered or
issyed For delivery in this state by an insurer, fraternal
benefit society, health service corporation, prepaid health
plan, health maintenance arganization, or similar
organization.

(6) "Preexisting condition" means a condition for
which medical advice or treatment was recommended by or
received from a provider of health care services within 6
menths preceding the effective date of coverage of an
insured person.

NEW SECTION. Section 4. Extraterritorial
jurisdiction. A group long-term care insurance policy or
certificate may not be delivered or issued for delivery to a
resident of Montana under a group policy issued in another
state to a group described in (section 3(3)(d}] unless it is
approved by:

(1) the commissioner; or

{2) the insurance regulatory official of the state in
which the group long-term care insurance policy was
delivered or issued for delivery and that state has
statutory and requlatory long-term care insurance
requirements substantially similar to those adopted in

Montana.
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NEW SECTION. Section B. bpisclosure and performance
standards for long-term care insurance. (1) The commissioner
may by rule adopt standards for full and fair disclosure,
setting forth the manner, content, and disclosures reguired
to be made in a long-term care insurance policy, including
but not limited to:

{a) terms of renewability;

(b) initial and subsequent conditions of eligibility;

(c) nonduplication of coverage provisions;

{(d) coverage of dependents;

(e) preexisting conditions;

(£) termination of insurance;

{g) continuation or conversion;

{h) probationary periods;

(i} limitations;

(j) exceptions;

{k} reductions;

{l1) elimination periods;

{m) requirements for replacement;

{n) recurrent conditions: and

(o} definition of terms.

(2) A group long-term care insurance policy must
include a provision relating to conversion on termination of
eligibility as described in 33-22-508.

{3) A policy must comply with [this act] if it:
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{a) 1is offered primarily to provide basic medicare
supplement coverage, basic hospital expense coverage., basic
medical-surgical expense coverage, hospital confinement
indemnity coverage, major medical expense coverage,
disability income protection coverage, accident only
coverage, specified disease or specified accident coverage,
or limited benefit health coverage; and

(b) offers long-term care insurance benefits for at
least 6 months.

NEW SECTION. Section 6. Prohibited practices and
policy provisions. A long-term care insurance policy may
not:

{1) be canceled, nonrenewed, or otherwise terminated
on the grounds of the age or the deterioration of the mental
or physical health of an insured or a certificate holder;

{2) contain a provision establishing a new waiting
period if existing coverage is converted to or replaced by a
new or other form within the same company, except with
respect to an increase in benefits voluntarily selected by
the insured individual or group policyholder; or

{3) provide coverage for only skilled nursing care or
provide substantially more coverage for skilled nursing care
in a facility than coverage for lower levels of care.

NEW SECTION. Section 7. Preexisting condition -

definition. (1) A long-term care insurance policy or
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certificate other than a policy or certificate issued to a
group as defined in [section 3(3}{a)] may not use a
definition of preexisting condition which is more
restrictive than the definition in [section 31].

{2} A long-term care insurance policy or certificate
may not exclude coverage for a loss or confinement that is
the result of a preexisting condition unless the loss or
confinement begins within 6 months following the effective
date of coverage of an insured person.

{3) The commissioner may extend the limitation periods
in subsections (1) and (2} as to specific age group
categories in specific policy forms 1if extending the
limitation periods is in the best interests of the public.

{4) An insurer may use an application form designed to
elicit the complete health history of an applicant and on
the basis of the answers on that application perform
underwriting in accordance with the insurer's established
underwriting standards. Unless otherwise provided 1in the
long~term care insurance policy or certificate, a
preexisting condition, regardless of whether it is disclosed
on the application, need not be covered until the waiting
period described in subsection (2) expires. A long-term care
insurance policy or certificate may not exclude or use a
waiver or rider of any kind to exclude, 1limit, or reduce

coverage or benefits for specifically named or described
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preexisting diseases or physical conditions beyond the

waiting period described in subsection ({2).

NEW SECTION. Section 8. erior hospitalization or
institutionalization. (1) A long-term care insurance policy
may not be delivered or issued for delivery in Montana if
the policy conditions eligibility for a benefit:

{a) on a prior hespitalization requirement; or

{b) provided in an institutional care setting on the
receipt of a higher level of institutional care.

{2) A long-term care insurance policy containing a
limitation or condition for eligibility other than those
prohibited in subsection (1) must clearly label, in a
separate paragraph of the policy or certificate entitled
"Limitations or Conditions on Eligibility for Benefits", the
limitations or conditicons, including the required number of
days of confinement.

{(a) A long-term care insurance policy that contains a
benefit advertised, marketed, or offered as a home health
care benefit may not condition receipt ¢f a benefit on a
prior institutionalization requirement.

{b) A long-term care insurance policy that conditions
eligibility of noninstitutional benefits on the prior
receipt of institutional care may not require a prior
institutional stay of more than 30 days for which benefits

are paid.
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(3) A long-term care insurance pclicy that provides a

benefit only following institutionalization may not
cendition the benefit upon admission to a facility for the
same or a related condition within a pericd of less than 30

days after discharqe from the institution,

NEW SECTION. Section 9. Loss ratio standards. The
commissioner may by rule establish loss ratio standards for

long-term care insurance policies.

NEW SECTION. Section 10. Right to return policy --
free look. (1) A person insured under an individual
long-term care insurance policy has the right to return the
policy within 10 days of its delivery and to have the
premium refunded if, after examining the policy, the insured
is not satisfied for any reason. An individual long-term
care insurance policy must have a notice prominently printed
on tiie first page of the policy or attached to it stating
that the insured has the right to return the policy within
10 days of its delivery and to have the premium refunded if,
after examining the policy, the insured is not satisfied for
any reason.

{2} A person insured under a long-term care Linsurance
policy issued pursuant to a direct response solicitation has
the right to return the policy or certificate within 30
days of its delivery and to have the premium refunded |if,

after examining the policy, the insured is not satisfied for
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any reason. A long-term care insurance policy or certificate
issued pursuant to a direct response solicitation must have
a notice prominently printed on the first page or attached
to it stating that the insured has the right to return the
policy within 30 days of its delivery and to have the
premium refunded if, after examining the policy, the insured

is not satisfied for any reason.

NEW SECTION. Section 11. Outline of coverage. (1) an
insurer shall deliver an outline of coverage to a
prospective applicant Ffor long-term care insurance at the
time of initial solicitation through means that prominently
direct rhe attention of the recipient to the document and
its purpose.

(a) The commissioner shall prescribe a standard
format. including style, arrangement, and overall
appearance, and the ceontent of the outline of coverage.

{b) 1In the case of agent solicitations, an agent shall
deliver the outline of coverage prior to the presentation of
an application or earollment form.

(c} In the case of direct response solicitations, the
insurer shall deliver the outline of coverage upon the
earlier of the applicant's request or the delivery of the
policy.

{2) The outline of coverage must include:

(a) a description of the principal benefits and
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coverage provided in the policy:

(by a statement of the principal exclusions,
reductions, and limitations contained in the policy;

{c) a statement cf the terms under which the policy or
certiFicate, or poth, may be continued in force or
discontinued, including any reservation in the policy of a
right to change premiums. Continuation or conversion
provisions of a group policy must be specifically described.

(d) a statement that the outline of coverage is a
summary only of the policy issued or applied for, not a
contract of insurance, and that the policy or group master
policy contains governing contractual provisions;

{e) a description of the terms under which the policy
or certificate may be returned and premium refunded: and

(Ey a brief description of the relationship of cost of

care and benefits.

NEW SEcTION. Section 12. Required content for
certificate. A certificate issued pursuant to a group
long-term care insurance policy that is delivered or issued
for delivery in this state must include:

(1) a description of the principal benefits and
coverage provided in the policy;

(2) a statement of the principal exclusions,

reductions, and limitations contained in the policy; and

(3) a statement that the group master policy
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determines governing contractual provisions.

NEW SECTION., Section 13. compliance required. A

policy may not be advertised, marketed, or offered in this
state as long-term care insurance Or nursing home insurance

unless it complies with [this act].

NEW SECTION. Section 14. Rules. The commissioner may

adopt rules necessary to implement {(this act].

NEW SECcTION. Section 15. Extension of authority. Any

existing authority to make rules on the subject of the
provisions of {this act] is extended to the provisions of

[this act].

NEW SECTION. Section 16. codification instruction.

[This act] is intended to be codified as an integral part of
Title 33, chapter 22, and the provisions of Title 33,

chapter 22, apply to [this act].

WEW SECTION. Section 17. Severability. If a part of

[this act) is invalid, all valid parts that are severable

from the invalid part remain in effect. 1If a part of [this

act} is invalid in one or more of its applications, the part

remains in effect 1in all valid applications that are

severable from the invalid applications.

NEW SECTION. Section 18. Applicability, [This act]
applies to policies delivered or issued for delivery in this
state on or after the-effective-date-of~fthis-—aectt OCTOBER

1, 1989. [This act] 1is not intended to supersede the
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obligations of entities subject to {this act] to comply with
the substance of other applicable insurance laws insofar as
they do not conflict with [this act], except that laws and
regulations designed and intended to apply to medicare
supplement insurance policies may not be applied to
long-term care insurance. A policy that is not advertised,
marketed, or offered as long-term care insurance or nursing
home insurance need not meet the requirements of [this act].

NEW SECTION. Section 19. Effective date. [Sections 6,
B, and this section] are effective one vyear atter passage
and approval.

-End~
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SENATE BILL NO. 298

INTRODUCED BY FARRELL, SQUIRES, COHEN

A BILL FOR AN ACT ENTITLED: "THE LONG-TERM CARE INSURANCE
ACT; ESTABLISHING A PROGRAM TO BE ADMINISTERED BY THE
COMMISSIONER OF INSURANCE; GRANTING RULEMARING AUTHORITY TO

CONDUCT THE PROGRAM; AND PROVIDING AN EFFECTIVE DATE."

SfATEHENT OF INTENT

A statement of intent is required for this bill because
gsection 14 authorizes the commissioner of ingurance of the
state of Montana to promulgate rules relating to the
disclosure of policy provisions, coverage, marketability.
and prohibited practices in the solicitation of long-term
care insurance. The legislature intends that the rules which
the commissioner adopts to implement this bill be designed
principally to protect the insurance-buying public in
Montana by requiring insurers who offer long-term care
insurance to accurately describe coverages provided by the
insurance product and to prohibit certain practices
regarding coverage, renewal, and eligibility. The
legislature Eurther intends that the commissioner adopt
those rules in accordance with 33-1-313, which grants the

commissioner general rulemaking authority and which permits

lﬁgEgguluwnmwammi
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(1) to make only reasonable rules that do not extend,
modify, or conflict with any laws of this state or with any
reasonable implication of those laws; and

(2) to make or amend those rules only after a hearing

of which notice has been given as required by 33-1-703.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

NEW SECTION. Section 1. sShort title. ([This act] may
be cited as the "Long-Term Care Insurance Act”.

NEW SECTION. Section 2. Purpose. The purpose of [this
act] is to:

{l1). promote the public interest;

{2) promote the availability of long-term care
insurance;

{3) protect applicants for 1long-term care insurance
from unfair or deceptive sales or enrcllment practices;

{4) establish standards [for long-term care insurance;

{5) facilitate public understanding and comparison of
long-term care insurance policies; and

(6) facilitate flexibility and inpovation in the
development of long-term care insurance coverage.

NEW SECTION. Section 3. pefinitions. As used in [this
act), the following definitions apply:

(1) *"Applicant” means:

fa) in the case of an individual long-term care

-2- S8 298
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insurance policy, the persan who seeks to contract for the
insurance; and

(b} in the case of a group long-term care insurance
policy, the proposed certificate holder.

(2) "Certificate™ means a document issued to a member
of the group covered under a group insurance policy that has
been delivered or igsued for delivery in this state as
evidence that the individual named in the certificate is
covered under the policy.

{3) "Group lang-term care insurance" means a long-term
care insurance policy that is delivered or issued for
delivery in this state and issued to:

(a) {i) an employer;

{ii) a labor organization;

{iii) a trust established by an employer or labor
organization; or

(iv) a trustee of a fund established by an employer or
labor crganization or a combination thereof for:

(A} employees or former employees or a combination
thereof; or

(B) members or former members of the labor
organization or a combination thereof;

{b) a professional, trade, or occupational association
for its current, Eormer, or retired members or combination

thereof, if the association:
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(i} 1is composed of individuals all of whom are or were
actively engaged in the same profession, trade, or
occupation; and

{ii) has been maintained in good faith for purposes
other than obtaining insurance; or

{c) an association, a trust, or the trustee of a fund
established, created, or maintained feor the benefit of
members of one or more associations.

(L) Prior to advertising, marketing, or offering the
policy within this state, the association or the insurer of
the association shall file evidence with the commissioner
that the association has:

{({A) a minimum of 100 perscns at the cutset;

{R) been organized and maintained in good faith for
purposes other than obtaining insurance:

(C) been in active existence for at least 1 year; and

(D) a constitution and bylaws requiring that the
association hold regular meetings at least annually to
further purposes of the membership; except for credit
unions, the association collect dues or solicit
contributions from members; and the members have voting
privileges and representation on the governing board and
committees.

(1i) Thirty days after filing, the association Iis

considered as having satisfied the organizational
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requirements unless the commissioner finds after hearing
that the association does not satisfy the organizaticnal
requirements.

{d} a group other than as described in subsections
(3)(a) through (3)(c) 1if the commissioner determines that
the:

(i) issuance of the group policy is not contrary to
the best interests of the public;

{ii) issuance of the group policy would result in
economies of acquisition or administration; and

{iii) benefits are reasonable in relation to the
premiums charged,

{4) "Long-term care insurance":

fa) means a policy as defined in subsection (5) that
is advertised, marketed, offered, or designed to provide
coverage for not 1less than 12 consecutive months for a
covered person, on an expense-incurred, indemnity, prepaid,
or other basis, for a necessary or medically necessary
diagnostic, preventive, therapeutic, rehabilitative,
maintenance, or personal care service provided in a setting
other than an acute care unit of a hospital; and

{b) includes group and individual insurance policies
or riders, whether issued by an insurer, fraternal benefit
society, health service corporation, prepaid health plan,

health maintenance organization, or similar organization.

~5- 5B 298

[- - B - )

10
il
12
13
14
15

16,

17

18

19

20

21

22

23

24

25

5B 0298/02

(5) "Policy" means a policy as defined in 33-15-102, a
membership contract as defined in 33-30-101, a health care
services agreement as defined in 33-31-102 delivered or
issued for delivery in this state by an insurer, fraternal
benefit society, health service corporation, prepaid health
plan, health maintenance organization, or similar
organization.

(6) "“"Preexisting condition" means 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. ‘

NEW SECTION. Section 4. Extraterritorial
jurisdiction. A group long-term <care insurance policy or
certificate may not be delivered or issued for delivery to a
resident o©f Montana under a group policy issued in another
state to a group described in [section 3(3)(d}]} unless i1t is
approved by:

(1) the commissioner; or

{2) the insurance regulatory official of the state in
which the group long-term care insurance policy was
delivered or issued Ffor delivery and that state has
statutory and regulatory long-term care insurance
reguirements substantially similar to those adopted in

Mentana.
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NEW SECTION. Section 5. Dpisclosure and performance
standards for long-term care insurance. {1} The commissioner
may by rule adopt standards for full and fair disclosure,
setting forth the manner, content, and disclosures required
to be made in a long-term care insurance policy, including
but not limited to:

(a) terms of renewability;

{b) initial and subsequent conditions of eligibility;

{c) nonduplication of coverage provisions; "

(d) coverage of dependents;

(e} preexisting conditions:

{f) termination of insurance:

{g) continuatien or conversion;

(h) probationary periods;

(i) limitations:

{j) exceptions;

(k) reductions;

{l) elimination periods;

{m) requirements for replacement:

[n} recurrent conditions; and

(0) definition of terms.

(2) A group long-term care insurance policy must
include a provision relating to conversion on termination of
eligibility as described in 33-22-508.

(3) A policy must comply with [this act} if it:
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t{a) is offered primarily to provide basic medicare
supplement coverage, basic hospital expense coverage, basic
medical-surgical expense coverage, hospital confinement
indemnity coverage, major medical expense coverage,
disability income  protection coverage, accident only
coverage, specified disease or specified accident coverage,
or limited benefit health coverage; and

{b) offers long-term care insurance benefits for at

least 6 months.

NEW SECTION. Section B. Prohibited practices and
policy provisions. A long-term care insurance policy may
not:

(1} be canceled, nonrenewed, or otherwise terminated
on the grounds of the aée or the deterioration of the mental
or physical health of an insured or a certificate holder;

{2) contain a provision establishing a new waiting
period if existing coverage is converted to or replaced by a
new or other form within the same company, except with
respect to an increase in benefits voluntarily selected by
the insured individual or group policyholder; or

(3} provide coverage for only skilled nursing care or
provide substantially more coverage for skilled nursing care

in a facility than coverage for lower levels of care.
NEW SECTION. Section 7. Preexisting condition  —-

definition, (1) A long-term care insurance policy or

-a- SB 298



10
11
12
13
14
15
16
17
1B
19
20
21
22
23
24
25

SB 0298/02

certificate other than a policy or certificate issued to a
group as defined in [section 3(3}(a)] may not use a
definition of preexisting candition which is more
restrictive than the definition in [section 3).

{2) A long-term care insurance policy or certificate
may not exclude coverage for a loss or confinement that is
the result of a preexisting condition unless the loss or
confinement begins within b months following the effectivg
date of coverage of an insured person.

(3) The commissioner may extend the limitation pericds
in subsections (1} and (2) as to specific age group
categories in specific policy forms if extending the
limitation periods is in the best interests of the public.

(4) An insurer may use an application form designed to
elicit the complete health history of an applicant and on
the basis of the answers on that application perform
underwriting in accordance with the insurer's established
underwriting standards. Unless otherwise provided in the
long-term care insurance policy ar certificate, a
preexisting condition, regardless of whether it is disclosed
on the application, need not be covered until the waiting
periocd described in subsection (2) expires. A long-term care
insurance policy or certificate may not exclude or use a
waiver or rider of any kind to exclude, 1limit, or reduce

coverage or benefits for specifically named or desc¢ribed
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preexisting diseases or physical conditions beyond the

waiting period described in subsection (2}.

NEW SECTION. Section 8. Prior hospitalization or
institutionalization. (1) A long-term care insurance policy
may not be delivered or issued for delivery in Montana if
the policy conditions eligibility for a benefit:

(a} on a prior hospitalization requirement: or

(b} provided in an institutional care setting on the
receipt of a higher level of institutional care.

{2) A long-term cace insurance policy containing a
limitation or condition for eligibility other than those
prohibited in subsection (1) must clearly label, in a
separate paragraph of the policy or certificate entitled
"Limitations or Conditions on Eligibility for Benefits", the
limitations or conditions, including the required number of
days of confinement.

(a) A long-term care insurance policy that contains a
benefit advertised, marketed, or offered as a home health
care benefit may not condition receipt of a benefit on a
prior institutionalization requirement.

{b) A long-term care insurance policy that conditicns
eligibility of noninstitutional benefits on the prior
receipt of institutional care may not require a prior
instituticonal stay of more than 30 days for which benefits

are paid.
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{3) A long-term care insurance policy that provides a

benefit only follewing institutionalization may not
condition the benefit upon admission to a facility for the
same or a related condition within a period of less than 30

days after discharge from the instituktion.

NEW SECTIOR. Section 9. Loss ratio standards. The
commissioner may by rule establish loss ratio standards for

long-term care insurance peolicies.

NEW SECTION. Section 10. Right to return policy ——
free Jook. (1) A person insured under an individual
long-term care insurance policy has the right to return the
policy within 10 days of its delivery and to have the
premium refunded if, after examining the policy, the insured
is not satisfied for any reason. An individual long-term
care insurance policy must have a notice prominently printed
on the first page ¢f the policy or attached to it stating
that the insured has the right to return the policf within
10 days of its delivery and to have the premium refunded if,
after examining the policy, the insured is not satisfied for
any reason,

(2) A person insured under a long-term care insurance
policy issued pursuant to a direct response solicitation has
the right to return the policy or certificate within 30
days of its delivery and to have the premium refunded 1if,

after examining the policy, the insured is not satisfied for
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any reason. A long-term care insurance policy or certificate
issued pursuant to a direct response solicitation must have
a notice prominently printed on the first page or attached
to it stating that the insured has the right to return the
policy within 30 days of its delivery and to have the
premium refunded if, after examining the policy, the insured

is not satisfied for any reason.

NEW _SECTION. Section 11. oOutline of coverage. (1) An
insurer shall deliver an outline of coverage to a
prospective applicant for long-term care insurance at the
time of initial solicitation through means that prominently
direct the attention of the recipient to the document and
its purpose.

la) The commissioner shall prescribe a standard

format, including style, arrangement, and overall
appearance, and the content of the outline of coverage.

(b} In the case of agent solicitations, an agent shalil
deliver the outline of coverage prior to the presentation of
an application or enrollment form.

(c) In the case of direct response solicitations, the
insurer shall deliver the outline of coverage upon the
earlier of the applicant's request or the delivery of the
policy.

{2) The outline of coverage must include:

(a) a description of the principal benefits and
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coverage provided in the policy;

(b) a statement of the praincipal exclusions,
reductions, and limitations contained in the policy;

(c) a statement of the terms under which the policy or
certificate, or both, may be continued in force or
discontinued, including any reservation in the policy of a
right to change premiums. Continuation or conversion
provisions of a group policy must be specifically described.

(d) a statement that the outline of coverage is &
summary only of the policy issued or applied for, not a
contract of insurance, and that the policy or group master
policy contains governing contractual provisions;

{e) a description of the terms under which the policy
or certificate may be returned and premium refunded; and

(£) a brief description of the relaticnship of cost of

care and benefits.

NEW SECTION. Section 12. Required content for
certificate. A certificate issued pursuant to a group
long-term care insurance policy that is delivered or issued
for delivery in this state must include:

(1} a description of the principal benefits and

coverage provided in the policy;

2y a statement of the principal exclusions,

reductions, and limitations contained in the policy; and

(3) a statement that the group master policy
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determines governing contractual provisions.

NEW SECTION. Section 13. compliance required. A
policy may not be advertised, marketed, or offered in this
state as long-term care insurance or nursing home insurance

unless it complies with {this act].

NEW SECTION. Section 14. Rules. The commissioner may

adopt rules necessary to implement [this act].

NEW SECTION. Section 15. Extension of authority. Any

existing authority to make rules on the subject of the
provisions of [this act] iS5 extended to the provisicns of

[this act].

NEW SECTION. Section 16. codification instruction.

[This act) is intended to be codified as an integral part of
Title 33, chapter 22, and the provisions of Title 33,

chapter 22, apply teo {this act].

NEW SecTIon. Section 17. severability. I1f a part of

[this act] is invalid, all valid parts that are severable
from the invalid part remain in effect. If a part of [this

act] is invalid in one or more of its applications, the part

remains in effect in all wvalid applications that are
severable from the invalid applications.
NEW SECTION. Section 18. applicability. [This act}

applies to policies delivered or issued for delivery in this

state on or after the-effective-date~of-fthis--aect} OCTOBER

1, 198%. [This act}] is not intended to supersede the
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obligations of entities subject to [this act] to comply with
the substance of other applicable insurance laws insofar as
they do not conflict with [this act], except that laws and
tegulations designed and intended to apply to medicare
supplement insurance policies may not be applied to
long-term care insuramce. A policy that is not advertised,
marketed, or offered as long-term care insurance or nursing
home insurance need not meet the requirements of [this act].

NEW SECTION. Section 19. Effective date. [Sections 6,
8, and this section] are effective one year after passage
and approval.

—End-
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STANDING COMMITTEE REPORT

March 3, 1989
Page 1 of 2

Mr, Speaker: We, the committee on _Business and Economic

Development report that _SENATE BILL 298 {blue reference
copy), with statement of intent included, be concurred in as
amended .

Ropert Pavlovich, Chairman

[REP. SQUIRES CARRY THIS BILL ON THE HOUSE FLOOR]

And, that such amendments read:

1. Page 5, line 13.
Following: "{4)"
Insert; “"{a)”

2. Page 5, line 14.
Strike: "(a)"
Insart: “{i)"

3. Page 5, line 22.
strike: "(b)"
Insert: "“{ii)"

4. Page 6, line 1,

Following: page 5

Insert: "{b}) Long-term care insurance does not include an
insurance policy that is offered primarily to provide basic
maedicare supplement coverage, basic hospital expense
coverage, basic medical-surgical expense coverage, hospital
confinement indemnity coverage, major medical expense
coverage, disability income protection coverage, accident
only coverage, specified disease or specified accident
coverage, or limited benefit health coverage.

{(c) An insurance policy that is offered primarily to
provide basic medicare supplement coverage, basic hospital
expense coverage, basic medical-surgical expense coverage,
hospital confinement indemnity coverage, major medical
expense coverage, disability income protection coverage,
accident only coverage, specified disease or specified
accident coverage, or limited benefit health coverage and

G

S01310SC.HBV

March 3, 1989
Page 2 of 2

that also contains long-term care insurance benefits of a
duration of at least 6 months is not required to meet the

requirements of [this act] unless the premium allocable to
the long-term care insurance benefits contained in the

poliey is greater than 25% of the total policy premium,"

5. Page 6, line 20.
Following: "of"
Strike: “"the*
Insert: "a"

6. Page 6, lines 20 through 22.
Following: "state™ on line 20
Strike: remainder of line 20 through "and” on line 22

7. Page 6, line 22.
Strike: “state”

8. Page 7, line 24,

Following: "33-22-508"

Insert: "or include a provision for continuation of coverage that
maintains coverage under the existing group policy if the
coverage would otherwise terminate”

9. Page 7, line 25, through page 8, line 9,
Strike: subsection {3) in its entirety

10. Page 15, line 8.

Following: "act].”

Insert: "A policy that contains long-term care insurance benefits
of a duration of at least 6§ months must meet the
requirements of [this act] if the premium allocable to the
long-term care benefits is greater than 25% of the total
policy premium,”

11, Page 15, line 9.
Strike: "Sections 6,"
Insert: "Section®

12, Page 15, line 10,

Following:; "8"
Strike: “,"

HOUSE
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SENATE BILL NO. 298

INTRODUCED BY FARRELL, SQUIRES, COHEN

A BILL FOR AN ACT ENTITLED: “THE LONG-TERM CARE INSURANCE
ACT; ESTABLISHING A PROGRAM TO BE ADMINISTERED BY THE
COMMISSIONER OF INSURANCE; GRANTING RULEMAKING AUTHORITY TO

CONDUCT THE PROGRAM; AND PROVIDING AN EFFECTIVE DATE."

STATEMENT OF INTENT

A statement of intent is required for this bill because
section 14 authorizes the commissioner of insurance of the
state of Montana to promulgate rules relating to the
disclosure of policy provisions, coverage, marketability,
and preohibited practices in the solicitation of long-term
care insurance. The legislature intends that the rules which
the commissioner adopts to implement this bill be designed
principally to protect thé insurance-buying public in
Montana by requiring insurers who offer long-term care
insurance to accurately describe coverages provided by the
insurance product and to prohibit certain practices
regarding coverage, renewal, and eligibility. The
legislature further intends that the commissioner adopt

theose rules in accordance with 33-1-313, which grants the

commissioner general rulemaking authority and which permits
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(1) to make only reasonable rules that do not extend,
modify, or conflict with any laws of this state or with any
reascnable implication of those laws; and

(2) to make or amend those rules only after a hearing

of which notice has been given as reguired by 33-1-703.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

NEW SECTION. Section 1. Short title. [This act] may
be cited as the "Long-Term Care Insurance Act".

NEW SECTION. Section 2. Purpose. The purpose of [this
act] 1is to:

(1) promote the public interest;

{2) promote the availability ot long-term care
insurance;

(3) protect applicants for long-term care insurance
from unfair or deceptive sales or enrollment practices;

(4) establish standards for long-term care insurance;

(5) facilitate public understanding and comparison of
long-term care insurance policies; angd

(6} facilitate flexibility and innovation in the
development of long-term care insurance coverage.

NEW SECTION. Section 3. Definitions. As used in [this
act], the following definitions apply:

(1) "Applicant" means:

{a) in the case of an individual long-term care

-2- SB 298
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insurance policy, the person who seeks to contract for the
insurance; and

{b) in the case of a group long-term care insurance
policy, the proposed certificate holder.

{2) "Certificate” means a document issued to a member
of the group covered under a group insurance policy that has
been delivered or issued for delivery 1in this state as
evidence that the individual named in the certificate is
covered under the policy.

(3) "Group long-term cCare insurance” means a long-term
care insurance policy that is delivered or issued for
delivery in this state and issued to:

{a) (i) an employer;

(ii) a labor organization;

{iii) a trust established by an employer or labor
organization; or

{iv) a trustee of a fund established by an employer or
labor organization or & combination thereof for:

{A) employees or former employees or a combination
thereof; or

(B) members or former members of the labor
organization or a combination thereof;

(b) a professional, trade, or cccupational association
for its current, former, or retired members or combination

thereof, if the assocliation:
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(i) is composed of individuals all of whom are or were
actively engaged in the same profession, trade, or
cccupation; and

(ii) has been maintained in good faith for purposes
other than obtaining insurance; or

{c) an association, a trust, or the trustee of a fund
estahlished, created, or maintained for the benefit of
members of one or more associations,

(i} Prior to advertising, marketing, or offering the
policy within this state, the association or the insurer of
the association shall Ffile evidence with the commissioner
that the association has:

(A) a minimum of 100 persons at the outset;

{B) been organized and maintained in good faith for
purposes other than cbtaining insurance;

(C) been in active existence for at least 1 year; and

{D) a constitution and bylaws reguiring that the
association hold regular meetings at least annually to
further purposes of the membership: except for credit
unions, the association collect dues or solicit
contributions from members; and the members have voting
privileges and representation on the governing board and
committees.

(ii) Thirty days after filing, the asscciation is

considered as having satisfied the organizational
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requirements unless the commissioner finds after hearing
that the association dces not satisfy the organizational
reguirements.

(d) a group other than as described in subsections
{3)}(a) through (3)(c) 1if the commissioner determines that
the:

(1) issuance of the group policy is not contrary to
the best interests of the public:

(ii) issuance of the group policy would result in
economies of acquisition or administration; and

[iii} benefits are reascnable in relation to the
premiums charged.

(4) (A} “"Long-term care insurance":

tay{I) means a policy as defined in subsection (5)
that 1s advertised, marketed, offered, or designed to
provide coverage for not less than 12 consecutive months for
a covered person, on an expense-incurred, indemnity,
prepaid, or other basis, for a necessary or medically
necessary diagnostic, preventive, therapeutic,
rehabilitative, maintenance, or personal care service
provided in a setting other than an acute care unit of a
hospital; and

tb3(I1) includes group and individual insurance

policies or riders, whether issued by an insurer, fraternal

benefit society, health service corporation, prepaid health
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plan, health maintenance organization, or similar
organization.

{B) LONG-TERM CARE INSURANCE DOES__NOT INCLUDE AN

INSURANCE POLICY THAT IS OFFERED PRIMARILY TO PROVIDE BASIC

MEDICARE SUPPLEMENT COVERAGE, BASIC  HOSPITAL EXPENSE

COVERAGE, BASIC MEDICAL-SURGICAL EXPENSE COVERAGE, HOSPITAL

CONFINEMENT INDEMNITY COVERAGE, MAJOR MEDICAL EXPENSE

COVERAGE, DISABILITY INCOME PROTECTION COVERAGE, ACCIDENT

ONLY COVERAGE, SPECIFIED DISEASE OR SPECIFIED ACCIDENT

COVERAGE, OR LIMITED BENEFIT HEALTH COVERAGE.

{C) AN INSURANCE POLICY THAT IS OfFERED PRIMARILY TO

PROVIDE BASIC MEDICARE SUPPLEMENT COVERAGE, BASIC HOSPITAL

EXPENSE COVERAGE, BASIC MEDICAL-SURGICAL EXPENSE COVERAGE,

HOSPITAL CONFINEMENT INDEMNITY COVERAGE, MAJOR MEDICAL

EXPENSE COVERAGE, DISABILITY TINCOMF PROTECTION COVERAGE,

ACCIDENT ONLY COVERAGE, SPECIFIED DISEASE OR SPECIFIED

ACCIDENT COVERAGE, OR LIMITED BENEPIT HEALTH COVERAGE AND

THAT ALSO CONTAINS LONG-TERM CARE INSURANCE BENEFITS OF A

DURATION OF AT LEAST 6 MONTHS IS NCT REQUIRED TO_MEET THE

REQUIREMENTS OF [TH1S ACT] UNLESS THE PREMIUM ALLOCABLE TO

THE LONG-TERM CARE INSURANCE HENEFITS CONTAINED [N THE

POLICY 1S GREATER THAN 25% OF THE TOTAL POLICY PREMIUM.

{(5) "Policy" means & policy as defined in 33-15-102, a

membership contract as defined in 33-30-101, a health care

services agreement as defined in 33-31-102 delivered or
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issued for delivery in this state by an insurer, fraternal
benefit society, health service corporation, prepaid health
plan, health maintenance organization, or similar
organization.

(6) "Preexisting condition” means 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.

NEW SECTION. Section 4. Extraterritorial
jurisdiction. A group long-term care ilnsurance policy or
certificate may not be delivered or issued for delivery to a
resident of Montana under a group policy issued in another
state to a group described in (section 3{3)({d)] unless it is
approved by:

(1) the commissioner; or

{2) the insurance regulatory official of ehe B state
in-whieh-the--gqroup--itong-term--care--insdrance--poriecy-—-was
detivered—--or--tssued--for--detivery--and that state has
statutory and regulatory long-term care insurance
requirements substantially similar to those adopted in

Montana.

NEW SECTION. Section b. pisclosure and performance
standards for long-term care insurance. (1) The commissioner

may by rule adopt standards for full and fair disclosure,
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setting forth the manner, content, and disclosures required
to be made in a long-term care insurance peolicy, including
but not limited to:

{a) terms of renewability;

(b) initial and subsequent conditions of eligibility;

(¢) nonduplication of coverage provisions;

(@) coverage of dependents;

{e) preexisting conditions;

{£) termination of insurance;

{g) continuation or conversion;

{h) probationary periods;

(L) limitations;

{J} exceptions;

(k) reductions;

(1) elimination periods;

(m) requirements for replacement;

(n) recurrent conditions; and

(0) definition of terms.

(2) A group long-term care insurance policy must
include a provision relating to conversion on termination of

eligibility as described in 33-22-508 OR INCLUDE A PROVISION

FOR _CONTINUATION OF COVERAGE THAT MAINTAINS COVERAGE UNDER

THE EXISTING GROUP POLICY IF THE COVERAGE WOULD OTHERWISE

TERMINATE.

t33}--A-policy must-compty-with-fthis-act}t-tF-tke
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ta}--is-offered-primarity--to--provide--bhaste--medzeare
aupplement--coverager-basic-hospitai-expense-coverager-baste
medicat-surgreat--expense--coverage;--hospitai---confinement
indemnity---coveraga;-—--major---medicai---axpense--coverage;
disabiiity--inceme--protection---coverager---acecident-—-onty
coverzgey;—-specified-disease-or-specifisd-aceident-caverages
or-timited-benefit-health-coverager-and

tby-—-offers-tong—term-care-insurance--benefits—-for--at

teast-6&-monthsas

NEW SECTION. Section 6. Prohibited practices aad

policy provisions. A long-term care insurance policy may
not:

{1) be canceled, nonrenewed, or otherwise terminated
on the grounds of the age or the detericration of the mental
or physical health of an insured or a certificate holder;

{2) contain a provision establishing a new waiting
period if existing coverage is converted to or replaced by a
new or other form within the same company, except with
respect to an increase in benefits voluntarily selected by
the insured individual or group policyholder: or

(3) provide coverage for only skilled nursing care or
provide substantially more coverage for skilled nursing care
in a facility than coverage for lower levels of care.

NEW SECTION. Section 7. Preexisting condition --

definition. (1} A 1long-term care insurance policy or

—g- SB 298
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certificate other than a policy or certificate issued to a
group as defined in ([section 3(3)(a)] may not use a
definition of preexisting condition which is more
restrictive than the definition in [section 3}.

{2) A long-term care insurance policy or certificate
may not exclude coverage for a loss or confinement that 1is
the result of a preexisting condition unless the loss or
confinement begins within 6 months following the effective
date of coverage of an insured person.

{3) The commissioner may extend the limitation periods
in subsections (1) and (2) as to specific age group
categories in specific policy forms 1if extending the
limitation periods 1is in the best interests of the public.

{4) An insurer may use an application form designed to
elicit the complete health history of an applicant and on
the basis of the answers on that application perform
underwriting in accordance with the insurer's established
underwriting standards. Unless otherwise provided in the
long-term care insurance policy or certificate, a
preexisting condition, regardiess of whether it is disclosed
on the application, need not be covered until the waiting
period described in subsection (2) expires. A long-~term care
insurance policy or certificate may not exclude or use a
waiver or rider of any kind to exclude, limit, or reduce

coverage or benefits for specifically named or described
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preexisting diseases or physical conditions beyond the
waiting period described in subsection ({2).

NEW SECTION. Section 8. Prior hospitalization or
institutionalization. (1) A long-term care insurance policy
may not be delivered or issued for delivery in Montana if
the policy conditions eligibility for a benefit:

(a) on a pricr hospitalizaticon requirement; or

(b) provided in an instituticnal care setting on the
receipt of a higher level of instituticnal care.

(2) A long-term care insurance policy containing a
limitation or condition for eligibility other than those
prohibited in  subsection (1) must clearly 1label, in a
separate paragraph of the policy or certificate entitled
"Limitations or Conditions on Eligibility for Benefits", the
limitations or conditions, including the required number of
days of confinement.

(a) A long-term care insurance policy that c¢ontains a
benefit advertised, marketed, or offered as a home health
care benefit may not condition receipt of a benefit on a
prior institutionalization requirement.

{b) A long-term care insurance policy that conditions
eligibility of noninstitutional benefits on the prior
receipt of linstitutional care may not require a prior
institutional stay of more than 30 days for which benefits

are paid.
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{3) A long-term care insurance policy that provides a
benefit only following institutionalization may not
condition the benefit upon admission to a facility for the
same or a related condition within a period of less than 30

days after discharge from the institution.

NEW_SECTION. Section 9. Loss ratio standards. The
commissioner may by rule establish loss ratic standards for
long-term care insurance policies.

NEW SECTION. Section 10. Right to return policy --
free look. (1) A person insured under an individual
long-term care insurance policy has the right to return the
policy within 10 days of its delivery and to have the
premium refunded if, after examining the policy, the insured
is nol satisfied for any reason. An individual long-term
care insurance policy must have a notice prominently printed
on the first page of the policy or attached to i1t stating
that the insured has the right to recurn the pelicy within
10 days of its delivery and to have the premium refunded if,
after examining the policy, the insured is not satisfied for
any reason.

{2) A person insured under a long-term care insurance
policy issued pursuant to a direct response solicitation has
the right to return the policy or certificate within 30
days of its delivery and to have the premium refunded if,

after examining the policy, the insured is not satisfied for
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any reason. A long-term care insurance policy or certificate
issued pursuant to a direct response solicitation must have
a notice prominently printed on the [irst page or attached
to it stating that the insured has the right to return the
policy within 38 days of its delivery and to have the
premium refunded if, after examining the policy, the insured
is not satisfied for any reason.

NEW SECTION. Section 11. oOutline of coverage. (1) An
insurer shall deliver an outline of coverage to a
prospective applicant for long-term care insurance at the
time of initial solicitation through means that prominently
direct the attention of the recipient toc the document and
its purpose.

(a) The commissioner shall prescribe a standard
format, including style, arrangement, and overall
appearance, and the content of the outline of coverage.

{b} In the case of agent solicitations, an agent shall
deliver the outline of coverage prior to the presentation of
an application or enrollment form.

{c} In the case of direct response solicitations, the
insurer shall deliver the outline of c¢overage upon the
earlier of the applicant's request or the delivery of the
policy.

(2) The outline of coverage must include:

{a) a description of the principal benefits and
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coverage provided in the policy;

{b} a statement of the principal exclusions,
reductions, and limitations contained in the policy;

{c) a statement of the terms under which the policy or
certificate, or both, may be continued in force or
discontinued, including any reservation in the policy of a
right to change premiums. Continuation or conversion
provisions of a group policy must be specifically described.

(d) a statement that the outline of coverage is a
summary only of the policy issued or appliied for., not a
contract of insurance, and that the policy or group master
policy contains governing contractual provisions;

(e) a description of the terms under which the policy
or certificate may be returned and premium refunded; and

{f) a brief description of the relaticnship of cost of

care angd benefits,

NEW SECTION. Section 12. Required content for
certificate. A certificate 1issued pursuant to a group
long-term care insurance policy that is delivered or issued
for delivery in this state must include:

{l1) a description of the principal benefits and
coverage provided in the policy;

(2) a statement of the principal exclusions,

reductions, and limitations contained in the policy; and

(3) a statement that the group master policy
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determines governing contractual provisions.

NEW SECTION. Section 13. compliance required, A
policy may not be advertised, marketed, or offered in this
state as long-term care insurance or nursing home insurance
unless it complies with {this act].

NEWw SECTION. Section 14. Rules. The commissioner may
adopt rules necessary to implement [this act].

NEW SECTION, Section 15, Extension of authority. any
existing authority to make rules on the subject of the
provisions of ([this act] is extended to the provisions of

(this act].

NEW SECTION, Section 16. codification instruction.
[This act] is intended to be codified as an integral part of
Title 33, chapter 22, and the provisions of Title 33,
chapter 22, apply to [this act].

NEW SECTION. Section 17. Severability. If a part of
[this act) is invalid, all valid parts that are severable
from the invalid part remain in effect. If a part of [this
act] is invalid in one or more of its applications, the part
remains in effect in all walid applications that are
severable from the invalid applications.

NEW SECTION. Section 18. applicability. [This act]

applies to policies delivered or issued for delivery in this

state on or after the-effective-date-of-fthis-act} OCTOBER

1, 1989. [This act] 1is not intended to supersede the
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obligations of entities subject to [this act] to comply with
the substance of other applicable insurance laws insofar as
they do not conflict with [this act], except that laws and
regulations designed and intended to apply to medicare
supplement insurance peolicies may not be applied to
long-term care insurance. A policy that is not advertised,
marketed, or offered as long-term care insurance or nursing
home insurance need not meet the requirements of [this act].

A POLICY THAT CONTAINS LONG-TERM CARE INSURANCE BENEFITS OF

A DURATION OF AT LEAST & MONTHS MUST MEET THE REQUIREMENTS

OF [THIS ACT] IF THE PREMIUM ALLOCABLE TO THE LONG-TERM CARE

BENEFITS IS GREATER THAN 25% OF THE TOTAL POLICY PREMIUM.

NEW SECTION. Section 19. Effective date. [Seetions-67
SECTION 87 and this section] are effective one year after
passage and approval.

~End-
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