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Stricken language would be deleted from present law. Underlined language would be added to present law.

State of Arkansas

81st General Assembly A B I II

Regular Session, 1997 HOUSE BILL 1731

By: Representative Miller

For An Act To Be Entitled
“AN ACT TO AMEND THE LONG TERM CARE | NSURANCE ACT OF THE
STATE OF ARKANSAS, CODI FI ED AS ARKANSAS CODE 23- 97- 201,
AND FOLLOW NG, FOR COMPLI ANCE W TH THE RECENT ENACTMENT OF
THE FEDERAL HEALTH | NSURANCE PORTABI LI TY AND
ACCOUNTABI LI TY ACT OF 1996, CODI FI ED AS PUBLI C LAW 104-
191; AND FOR OTHER PURPOSES. "

Subtitle
"TO AMEND THE LONG TERM CARE | NSURANCE
ACT. "

BE | T ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF ARKANSAS

SECTION 1. Subsection (5) of Arkansas Code 23-97-203 is hereby anmended
to read as foll ows:

"(5) (A Long-term care insurance means any insurance policy, contract
certificate, rider, or other evidence of coverage issued, issued for delivery,
advertised, marketed, or offered in this state to provide coverage for not
| ess than twelve (12) consecutive nonths for each covered person, on an
expense incurred, indemity, prepaid, or other basis, for one (1) or nore
necessary or nedically necessary diagnostic, preventive, therapeutic,
rehabilitative, maintenance, or personal care services provided in a setting
other than an acute care unit of a hospital. Such termincludes group and
i ndi vidual annuities and life insurance polici es—contracts—certificates or

riders which provide directly or which supplement |ong-term care insurance.

Such termal so includes a policy or rider which provides for paynent of

benefits based upon cognitive inpairnent or the |oss of functional capacity.

Such termshall also include qualified |long-termcare insurance contracts.
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Long-term care insurance nay be issued by insurers, fraternal benefits

societies, nonprofit hospital, and nmedical service corporations, pre-paid

health plans, health maintenance organizations or any simlar organization to

the extent they are otherwi se authorized to issue life or disability

i nsurance.

(B) Long-termcare insurance shall not include any insurance policy which
is offered primarily to provide basic nedicare suppl ement coverage, basic
hospi tal expense coverage, basic nedical -surgical expense coverage, hospita
confinement indemity coverage, mgjor mnedical expense coverage, disability

i ncome or related asset-protection coverage, accident only coverage, specified

di sease or specified accident coverage, or linmted benefit health coverage;- _

Wth regard to life insurance, this termdoes not include |life insurance

policies which accelerate the death benefit specifically for one or nmore of

the qualifying events of terminal illness, medical conditions requiring

extraordinary nedical intervention, or permanent institutional confinenent,

and which provide the option of a |lunp-sum paynment for those benefits and in

whi ch neither the benefits nor the eligibility for the benefits is conditioned

upon the receipt of long-termcare. Notw thstanding any other provision

cont ai ned herein, any product advertised, marketed or offered as long-term

care insurance shall be subject to the provisions of this act;"

SECTI ON 2. Arkansas Code 23-97-203 is hereby anended by addi ng new
subsections (7) and (8) and (9) imrediately follow ng current subsection (6)
at the end of the existing section to read as foll ows:

"(7) Qualified Long-Term Care |Insurance Contract means any individua

or group insurance contract if it neets the requirenents of Section 7702B of

the Internal Revenue Code, as anended, and if:

(A) the only insurance protection provided under the contract is

coverage of qualified |ong-termcare services;

(B) the contract does not pay or reinburse expenses incurred for

services or itens to the extent that such expenses are reinbursabl e under

Title XVIIIl of Social Security Act, as amended, or would be so rei nbursabl e

but for the application of a deductible or coinsurance amount. This

subsecti on does not apply to a contract that namkes per diem or other periodic

paynment wi thout regard to expenses;

(C) the contract is guaranteed renewabl e;
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(D) the contract does not provide for a cash surrender val ue or

ot her nmoney that can be paid, assigned, pledged as collateral for a | oan, or

borrowed. All refunds of premi uns, and all policyhol der dividends or simlar

anounts, under such contract are to be applied as a reduction in future

premuns or to increase future benefits, except that a refund of the aggregate

prem um pai d under the contract nay be allowed in the event of the death of

the insured or a conplete surrender or cancellation of the contract; and

(E) the contract contains the consuner protection provisions set

forth in Section 7702B(g) of the Internal Revenue Code;

(8 Qualified Long-Term Care | nsurance Contract also nmeans any life

i nsurance contract which provides |ong-termcare coverage by rider or as part

of the contract as long as the contract conplies with the applicable

provi sions of Section 7702B of the Internal Revenue Code, as anmended;

(9) «Qualified Long-Term Care Services nmeans necessary di agnhosti c,

preventive, therapeutic, curing, treating, mtigating, and rehabilitative

servi ces, and mai ntenance for personal care services to which an insured is

eligible for under a qualified long-term care insurance contract, and which

are provided pursuant to a plan of care prescribed by a |licensed health care

practitioner."”

SECTI ON 3. Arkansas Code 23-97-204 is hereby anended as foll ows:

"23-97-204. Scope.

The requirenments of this subchapter shall apply to policies delivered or
i ssued for delivery in this state on or—after March 171989 the effective

date of this act. This subchapter is not intended to supersede the obligations

of entities subject to this subchapter to conply with the substance of other
applicable insurance laws insofar as they do not conflict with this
subchapt er, except that |aws and regul ati ons designed and intended to apply to
medi care suppl enent insurance policies shall not be applied to |ong-termcare

i nsur ance.

SECTI ON 4. Arkansas Code 23-97-208 is hereby anended by addi ng new

subsections (d),(e),(f),(g),(h) and (i) in consecutive order imredi ately

followi ng current subsection (c) at the end of the existing section to read as
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foll ows:

"(d) MONTHLY REPORTS. Any tinme a long-termcare benefit, funded

through a life insurance vehicle by the acceleration of the death benefit, is

in benefit paynment status, a nonthly report shall be provided to the

policyholder. Such report shall include:

(1) Any long-termcare benefits paid out during the nonth;

(2) An explanation of any changes in the policy, e.g. death

benefits or cash values, due to long-term care benefits being paid out; and

(3) The ampunt of long-termcare benefits existing or renaining.

(e) CLAIMDENIALS. If a claimunder a qualified |l ong-termcare

i nsurance contract is denied, the issuer shall, within sixty (60) days of the

date of a witten request by the policyholder or certificate holder, or a

representative thereof:

(1) provide a witten explanation of the reasons for the deni al

and

(2) nmake available all information directly related to such

deni al
(f) | NCONTESTABI LI TY PERI ODS

(1) For a policy or certificate that has been in force for |ess

than six (6) nmonths an insurer nay rescind a |long-term care insurance policy

or certificate or deny an otherwi se valid |long-termcare insurance cl ai mupon

a showing of misrepresentation that is material to the acceptance of the

cover age.

(2) For a policy or certificate that has been in force for at

| east six (6) nmonths but less than two (2) years an insurer may rescind a

I ong-term care insurance policy or certificate or deny an otherw se valid

| ong-term care insurance clai mupon a showing of m srepresentation that is

both material to the acceptance for coverage and which pertains to the

condition for which benefits are sought.

(3) After a policy or certificate has been in force for two (2)

years it is not contestable upon the grounds of m srepresentati on al one;

such policy or certificate may be only upon a showi ng that the insured

knowi ngly and intentionally m srepresented rel evant facts relating to the

i nsureds heal th.

(g) (1) FIELD ISSUED POLICIES. No |long-termcare insurance policy or

certificate may be field i ssued based upon nedical or health status.
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(2) For purposes of this section, field issued neans a policy or

certificate i ssued by an agent or a third-party admnistrator pursuant to the

underwriting authority granted to the agent or third party adninistrator by an

i nsurer.

(h) POLICY RESCISSIONS. |If an insurer has paid benefits under the

|l ong-term care insurance policy or certificate, the benefit paynents may not

be recovered by the event that the policy or certificate is rescinded.
(i) NONFORFEI TURE BENEFI TS

(1) No long-termcare insurance policy or certificate my be

delivered or issued for delivery in this state unless the policyhol der at the

time of the application is offered the option of purchasing a policy or

certificate that provides for nonforfeiture benefits to the defaulting or

surrenderi ng policyholder or certificate holder. The com ssioner shal

promul gate a regul ati on specifying the type or types of nonforfeiture benefits

to be included in such policies and certificates and the standards for the

benefits.

(2) Nonforfeiture benefits for qualified | ong-termcare insurance

contracts shall offer at |least a reduced paid-up insurance benefit, an

extended terminsurance benefit, the offer of a shortended benefit period, or

other simlar offerings approved by the United States Secretary of Treasury,

and shall be provided as specified in regulations. The issuer of such

contract may refund prem uns upon death of the insured or upon conplete

surrender or cancellation of the contract or policy, as long as the refund

does not exceed the aggregate prem uns paid for the contract or policy."

SECTI ON 5. Arkansas Code 23-97-211 is hereby anended by addi ng new
subsection (c) immediately follow ng current subsection (b) at the end of the
exi sting section to read as foll ows:

"(c) If the policy or certificate is intended to be a qualified |Iong-

termcare insurance contract, the outline of coverage shall also include a

statenent that discloses to the policyholder or certificate holder that the

policy is intended to be a qualified long-term care insurance contract."

SECTI ON 6. Arkansas Code 23-97-212 is hereby anended to read as
fol | ows:

"(a) A certificate issued pursuant to a group long-term care insurance
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policy shall include:

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

(2) A statenment of the principal exclusions, reductions, and
limtations contained in the policy; and

(3) A statenment that the group master policy determ nes governing
contractual provisions.

(b) The issuer of a qualified long-termcare insurance contract shal

deliver to the applicant, policyholder, or certificate holder the contract or

certificate no later than thirty (30) days after the date of approval."

SECTION 7. Arkansas Code 23-97-213 is hereby anended to read as
fol | ows:

"23-97-213. Right to return - Free | ook

(a)(1) tndividualtong Long-termcare insurance applicants,
policyholders or certificate holders shall have the right to return the policy
or certificate within thirty (30) days of its delivery and to have the entire
prem um refunded if, after exam nation of the policy or certificate, the
policy holder or certificate holder is not satisfied for any reason

(2) 4ndividuallong Long-termcare insurance policies and certificates
shall be accompani ed by a notice, promnently printed~ on the first page or

attached thereto stating in substance that the policyholder or certificate

hol ders shall have the right to return the policy or certificate within thirty
(30) days of its delivery and to have the entire prem umrefunded if, after

exam nation of the policy or certificate, other than a certificate issued

pursuant to a policy issued to a group defined in subdivision (4)(A) of & 23-

97-203 in this chapter, the applicant or the policyholder is not satisfied for

any reason. |If an application for a qualified |long-termcare contract is

deni ed, the issuer shall refund to the applicant any prem um and any other fee

subnitted by the applicant within thirty (30) days of the denial

(b)(1) A person insured under a long-term care insurance policy issued
pursuant to a direct response solicitation shall have the right to return the
policy within thirty (30) days of its delivery and to have the entire prem um
refunded if, after exam nation, the insured person is not satisfied for any
reason.

(2) Long-termcare insurance policies issued pursuant to a direct
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response solicitation shall be acconpanied by a notice promnently printed
stating in substance that the insured person shall have the right to return
the policy within thirty (30) days of its delivery and to have the pren um
refunded if, after exam nation, the insured person is not satisfied for any

reason. "

SECTION 8. Al provisions of this act of a general and permanent nature
are anendatory to the Arkansas Code of 1987 Annotated and the Arkansas Code

Revi si on Comni ssi on shall incorporate the sane in the Code.

SECTION 9. If any provision of this act or the application thereof to
any person or circunstance is held invalid, such invalidity shall not affect
ot her provisions or applications of the act which can be given effect w thout
the invalid provision or application, and to this end the provisions of this

act are declared to be severable.

SECTION 10. All laws and parts of laws in conflict with this act are

her eby repeal ed.

SECTION 11. EMERGENCY. It is hereby determ ned by the General Assenbly

of the State of Arkansas that the current provisions under Arkansas |aw for

the regulation of long-termcare insurance are not in accord with provisions

of Federal law, and this act is immediately necessary to renmedy that problem

Therefore an energency is hereby declared to exist and this act being

necessary for the public peace, health and safety shall be in full force and

effect fromand after July 1, 1997.
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