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STATE CORPORATION COMMISSION

Bureau of Insurance

REGISTRAR’S NOTICE: The State Corporation Commission is exempt from the Administrative Process Act in accordance with § 2.2-4002 A 2 of the Code of Virginia, which exempts courts, any agency of the Supreme Court, and any agency that by the Constitution is expressly granted any of the powers of a court of record.

Title of Regulation: 14 VAC 5-200. Rules Governing Long‑Term Care Insurance (amending 14 VAC 5-200-20, 14 VAC 5-200-30, 14 VAC 5-200-40, 14 VAC 5-200-60, 14 VAC 5-200-75, 14 VAC 5-200-150, and 14 VAC 5-200-200; adding 14 VAC 5-200-77 and 14 VAC 5-200-153).

Statutory Authority: §§ 12.1-13 and 38.2-223 of the Code of Virginia.
Effective Date: April 1, 2003.
Agency Contact: Bob Wright, Special Projects Coordinator, Life and Health Division, Bureau of Insurance, P.O. Box 1157, Richmond, VA 23218, telephone (804) 371-9074, FAX (804) 371-9944, toll-free 1-800-552-7945 or e-mail rwright@scc.state.va.us.

Summary:

The amendments carry out the provisions of Chapter 334 of the 2002 Acts of Assembly that amended § 38.2-5206 of the Code of Virginia to require the State Corporation Commission to adopt standards regarding the initial filing requirements and premium rate schedule increases similar to those set forth in the model long-term care regulation developed by the National Association of Insurance Commissioners.

Revisions made to the final regulation, which was published in 19:8 VA.R. 1231-1238 December 30, 2002, clarify language in clause (i) of 14 VAC 5-200-77 B 2 b.

AT RICHMOND, JANUARY 29, 2003

COMMONWEALTH OF VIRGINIA

At the relation of the

STATE CORPORATION COMMISSION

CASE NO. INS-2002-00118

Ex Parte: In the matter of

Adopting Revisions to the Rules

Governing Long-Term Care Insurance

ORDER ADOPTING REVISIONS TO RULES

By Order Granting, in Part, the Petition for Reconsideration (the "Order") entered herein December 16, 2002, the Commission suspended the Order Canceling Hearing and Adopting Revisions to Rules entered herein November 26, 2002. The Commission further directed the Bureau of Insurance (the "Bureau") to consider the comments filed by the American Council of Life Insurers (the "ACLI") to the proposed revisions to the Rules Governing Long-term Care Insurance and to file a response thereto on or before January 15, 2003.

The Order was issued in response to a Petition for Reconsideration (the "Petition") filed by the ACLI with the Clerk of the Commission on December 9, 2002. In the Petition the ACLI stated that although its comments to the proposed revisions were not received by the Clerk of the Commission until November 25, 2002, they had been mailed on November 21, 2002. The Order to Take Notice had required all comments to the proposed revisions to be filed on or before November 22, 2002.

The Petition requested that the Commission vacate the Order Canceling Hearing and Adopting Revisions to Rules, require the Bureau to consider the ACLI's comments, and allow for a hearing prior to adopting the proposed revisions.

The ACLI's comments stated a general objection to any provision in the proposed revisions that is not found in the model long-term care insurance regulation (the "Model") developed by the National Association of Insurance Commissioners (the "NAIC"). Specifically, the ACLI voiced several complaints about 14 VAC 5-200-77 B. First, the ACLI contended that the language of 14 VAC 5-200-77 B 2 b(i), which reads "the comparison of premium rates filed containing the moderately adverse experience and the premium rates that would apply without the margin," requires every company making an initial rate filing to produce information that will not be required in other states where the product may be filed.

In its response filed with the Clerk of the Commission on January 15, 2003, the Bureau agreed that the cited language may be interpreted to require companies making an initial rate filing to file two sets of rates and that not all companies develop rates in such a manner. The Bureau noted that it was not the Bureau's intent to require companies to develop rates in this manner and proposed that the following language be substituted as (i): "a description of the margin for moderately adverse experience that is included in the premium rates."

The ALCI stated that the methodology set forth in 14 VAC 5-200-77 B will delay speed to market and uniformity. The Bureau responded that forms would be approved far more quickly using the proposed methodology than that contained in the NAIC Model.

The ACLI expressed concern that under the requirements of 14 VAC 5-200-77 B 2 b(i) proprietary information filed with the Bureau could be disclosed. The Bureau responded that it can protect such information if a company requests that the information be kept confidential pursuant to § 38.2-221.1 of the Code of Virginia.

The ACLI noted that the proposed revisions were intended to reduce regulatory scrutiny of initial rate filings and that the information required by 14 VAC 5-200-77 B 2 b(ii) places the emphasis on the review of initial rate filings, not rate increases. The Bureau responded that under the proposed methodology initial rate filings that are complete will be filed at the Bureau without additional review, and the majority of filings should be reviewed more quickly that is now the case.

The Bureau did not recommend any amendment to the language of the proposed revisions in response to the ACLI's comments other than the change in the language of 14 VAC 5-200-77 B 2 b(i) as set forth above.

The Commission, having considered the proposed revisions, the filed comments, and the Bureau's responses to and recommendations regarding the filed comments, is of the opinion that the attached revisions to the rules, which reflect the recommendations of the Bureau, should be adopted.

THEREFORE, IT IS ORDERED THAT:

(1) The revisions to the "Rules Governing Long-Term Care Insurance," which amend the rules at 14 VAC 5-200-20, 14 VAC 5-200-30, 14 VAC 5-200-40, 14 VAC 5-200-60, 14 VAC 5-200-75, 14 VAC 5-200-150, and 14 VAC 5-200-200, and propose new rules to be designated as 14 VAC 5-200-77 and 14 VAC 5-200-153, and which are attached hereto and made a part hereof, should be, and they are hereby, ADOPTED to be effective April 1, 2003.

(2) AN ATTESTED COPY hereof, together with a copy of the attached revisions, shall be sent by the Clerk of the Commission to the Bureau of Insurance in care of Deputy Commissioner Gerald A. Milsky, who forthwith shall give further notice of the adoption of the revisions to the rules by mailing a copy of this Order, together with a clean copy of the revised rules, to all insurers licensed by the Commission to write long-term care insurance in the Commonwealth of Virginia and interested parties designated by the Bureau of Insurance.

(3) The Commission's Division of Information Resources forthwith shall cause a copy of this Order, together with the attached revisions, to be forwarded to the Virginia Registrar of Regulations for appropriate publication in the Virginia Register of Regulations.

(4) On or before January 31, 2003, the Commission's Division of Information Resources shall make available this Order and the attached revisions on the Commission's website, http://www.state.va.us/scc/caseinfo/orders.htm.

(5) The Bureau of Insurance shall file with the Clerk of the Commission an affidavit of compliance with the notice requirements of paragraph (2) above.

REGISTRAR'S NOTICE: Action on the final regulation published in 19:8 VA.R. 1231-1238 December 30, 2002, was suspended in 19:9 VA.R. 1345-1346 January 13, 2003. The regulation was adopted as published in 19:8 VA.R. 1231-1238 December 30, 2002, with the additional changes shown below. Therefore, pursuant to § 2.2-4031 A of the Code of Virginia, the text of the final regulation is not set out at length; however, the changes from the regulation published in 19:8 VA.R. 1231-1238 December 30, 2002, are printed below.

14 VAC 5‑200‑20. [ No change from final. ]

14 VAC 5‑200‑30. [ No change from final. ]

14 VAC 5‑200‑40. [ No change from final. ]

14 VAC 5‑200‑60. [ No change from final. ]

14 VAC 5‑200‑75. [ No change from final. ]

14 VAC 5-200-77. Initial filing requirements.
A. This section applies to any long-term care policy approved in this Commonwealth on or after October 1, 2003.

B. An insurer shall provide the information listed in this subsection to the commission and receive approval of the form prior to making a long-term care insurance form available for sale.

1. A copy of the disclosure documents required in 14 VAC 5-200-75; and

2. An actuarial certification consisting of at least the following:

a. A statement that the initial premium rate schedule is sufficient to cover anticipated costs under moderately adverse experience and that the premium rate schedule is reasonably expected to be sustainable over the life of the form with no future premium increases anticipated;

b. An explanation for supporting subdivision 2 a of this subsection, including (i) [ the comparison of premium rates filed containing the moderately adverse experience and the premium rates that would apply without that margin a description of the margin for moderately adverse experience that is included in the premium rates ] and (ii) a description of the testing of pricing assumptions that was done to support the conclusion that the filed premium rates are sustainable over the life of the form;

c. A statement that the policy design and coverage provided have been reviewed and taken into consideration;

d. A statement that the underwriting and claims adjudication processes have been reviewed and taken into consideration;

e. A complete description of the basis for contract reserves that are anticipated to be held under the form, to include:

(1) Sufficient detail or sample calculations provided so as to have a complete depiction of the reserve amounts to be held;

(2) A statement that the assumptions used for reserves contain reasonable margins for adverse experience;

(3) A statement that the net valuation premium for renewal years does not increase (except for attained-age rating); and

(4) A statement that the difference, in aggregate, between the gross premium and the net valuation premium for renewal years is sufficient to cover expected renewal expenses; or if such a statement cannot be made, a complete description of the situations where this does not occur. When the difference between the gross premium and the renewal net valuation premiums is not sufficient to cover expected renewal expenses, the description provided should demonstrate the type and level of change in the reserve assumptions that would be necessary for the difference to be sufficient.

(a) An aggregate distribution of anticipated issues may be used as long as the underlying gross premiums maintain a reasonably consistent relationship;

(b) If the gross premiums for certain age groups appear to be inconsistent with this requirement, the commission may request a demonstration based on a standard age distribution; and

f. (1) A statement that the premium rate schedule is not less than the premium rate schedule for existing similar policy forms also available from the insurer except for reasonable differences attributable to benefits; or

(2) A comparison of the premium rate schedules for similar policy forms that are currently available from the insurer with an explanation of the differences. It is not expected that the insurer will need to provide a comparison of every age and set of benefits, period of payment or elimination period. A broad range of expected combinations is to be provided in a manner designed to provide a fair presentation for review by the commission.

3. An actuarial memorandum that includes:

a. A description of the basis on which the long-term care insurance premium rates were determined;

b. A description of the basis for the reserves;

c. A summary of the type of policy, benefits, renewability, general marketing method, and limits on ages of issuance;

d. A description and a table of each actuarial assumption used. For expenses, an insurer must include percentage of premium dollars per policy and dollars per unit of benefits, if any;

e. A description and a table of the anticipated policy reserves and additional reserves to be held in each future year for active lives;

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

g. A statement that includes a description of the types of underwriting used, such as medical underwriting or functional assessment underwriting. Concerning a group policy, the statement shall indicate whether the enrollee or any dependent will be underwritten and when underwriting occurs.

14 VAC 5‑200‑150. [ No change from final. ]

14 VAC 5-200-153. [ No change from final. ]
14 VAC 5‑200‑200. [ No change from final. ]
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