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PUBLIC - PRIVATE PARTNERSHIP FOR LONG TERM CARE INSURANCE

REQUEST FOR PROPOSALS

I . INTRODUCTION

In April of 1987, the Massachusetts Special Commission on Elderly
Health Care issued a report that described the shortcomings of
the current long term care system - fragmentation, lack of
alternatives for financing care, reliance on Medicaid and its
concomitant impoverishment of elders, and the lack of affordable
insurance options. In response to the Special Commission's
recommendations, the . Long Term Care Project was created by the
Governor to develop a proposal for a public - private partnership
for long term care insurance. This Request for Proposals
represents a joint effort of the Executive Office of Elder
Affairs and the Department of Public Welfare.

The Commonwealth of Massachusetts proposes to establish a
public-private partnership with one or more insurers, and one or
more Health Maintenance Organizations to offer long term care
insurance alternatives to the citizens of Massachusetts.

To test the feasibility of this partnership the Commonwealth
proposes a 5 year demonstration to enroll 7,500 Massachusetts
elders between the ages of 65 - 69 over the next three years. The
enrollees would include the following target groups:

o Elders from the general population;
o Elders enrolled in a Health Maintenance Organization

(HMO) ;

o Retirees of the Commonwealth.

At a later date, the Commonwealth plans to work with one or more
employer groups to offer long term care insurance to working age
populations. It is our intent to assist one or more employers to
enroll up to 2,500 workers in private insurance plans in the
fourth and fifth year of the demonstration period.

The demonstration program has four phases: selection and contract
negotiation; marketing and enrollment; evaluation; expansion.

A. Scope of the Request for Proposals

This Request for Proposals will select insurers and health
maintenance organizations to enter a partnership that will begin
enrolling participants in early 1990. A projected 4,000 elders



will be enrolled over two years from the general population of
elders 65-69 and an additional 1,000 will be enrolled through
health maintenance organizations. The specifications for the
insurance product will be the same for both the health
maintenance organization and the insurer groups. However, the
risk sharing arrangements may differ.

Interested insurers should respond as specified in Sections IV
and V of this RFP.

Health Maintenance Organizations (HMO) may respond to this RFP in
one of two ways. The HMO may propose (either alone, or with a

private insurer) to be the insurer for a group of HMO enrollees.
HMO's that respond in this manner must submit their proposal in
the same manner as insurers, as specified in Sections IV and V of
this RFP.

HMO's may respond to this RFP by indicating an intent to offer
the partnership plan to their enrollees in their senior plans.
HMO's that respond in this manner (ie as an interested partner
rather than a full insurer) will be selected if they meet the
minimum criteria for HMO's described in Section V of this RFP.
Upon selection of the partner insurers, interested HMO's and
selected insurers will begin negotiations to offer the
partnership plan to 1,000 HMO seniors.

This proposal would establish a partnership that would guarantee
lifetime coverage of long term care benefits for who those enroll
during the five years of the demonstration. The Commonwealth's
authority to guarantee Medicaid eligibility as proposed in this
RFP, is contingent of passage of a Federal waiver, now before
Congress. It is the full intent of the Commonwealth to implement
this demonstration; however implementation is contingent on
passage of Federal waivers.

This demonstration does not require allocation of new state
funds; if Federal and state waivers are approved, the
implementation of this demonstration would not be contingent on
new state appropriation.

Lastly, the implementation of this partnership is contingent of
the award of a Robert Wood Johnson Foundation grant to the
Commonwealth. The Commonwealth has received Robert Wood Johnson
Fundation grants of nearly $300,000 for the planning phases of
this demonstration. The Commonwealth has submitted a three year
demonstration grant proposal to the Robert Wood Johnson
Foundation for over 1.5 million. The Foundation's decision on
this grant will be made in early 1990.



B. Goals of the Partnership

The proposed partnership will establish an agreement between the
Commonwealth and private insurance carriers to make long term
care insurance available to the citizens of the Commonwealth with
varying incomes. The role of the insurers will be to develop
quality long term care policies that offer comprehensive nursing
home and home health benefits. The Commonwealth's role would be
to establish incentives for citizens to purchase coverage.
Premiums will be varied depending upon the income and assets of
the elders. Medicaid coverage for benefits covered under the
policy will supplement the coverage for lower and middle income
purchasers without income and asset spend down requirements. This
incentive and coordination of efforts will enable currently
uninsured people to gain access to affordable long term care
insurance and avoid the risk of catastrophic nursing home and
home health care costs.

C. Advantages of the Partnership

The Partnership provides advantages to elders, to insurers and to
the Commonwealth. The partnership provides elders the option of
purchasing insurance to cover their nursing home costs, instead
of spending down.

The partnership also offers several advantages for insurers. For
consumers looking for financial peace of mind, policies purchased
under the partnership offer lifetime protection. The sliding
scale premiums will expand the market to low and middle income
elders who cannot presently afford insurance policies offering
lifetime benefits. And, the partnership will attempt to provide
a more favorable private pay rate from providers, stretching the
premium dollar further.

The major advantage to the Commonwealth, is the ability to use
the guarantee of Medicaid coverage to create incentives for
individuals to purchase private long term care insurance
coverage. Medicaid expenditures under the demonstration will not
exceed what Medicaid would have spent without the demonstration.
The state will require elders who participate to purchase
insurance coverage that covers at least the amount of time they
would have spent down in the absence of the demonstration.

Why a public-private partnership? While private long term care
insurance products have improved, strict underwriting guidelines
and high costs have precluded most low and moderate income elders
from purchasing policies. Other policies simply do not offer
comprehensive benefits. Medicaid remains the primary alternative
for a substantial spectrum of citizens. A partnership between the
Commonwealth and private insurers offers an appropriate means of



addressing problems of affordability and risk, and meeting the
long term care insurance goals outlined below.

o Comprehensive Coverage: Long term care insurance policies
should offer comprehensive benefit packages that protect
insured elders from the risk of impoverishment.

o Availability: Underwriting guidelines should assure that
long term care insurance is available to people of all
disability levels in the same proportions that are seen in
the population at large.

o Affordability: Long term care insurance coverage should
be affordable for all citizens of the Commonwealth. An
innovative use of public funds would reduce the cost of
coverage for low and middle income elders.

o Cost Containment: Mechanisms to assure appropriate
utilization and prudent purchase of services should be
incorporated in the plan.

This Request for Proposals outlines the proposed public-private
partnership for long term care insurance. Section II,
Structuring the Partnership , describes how the partnership would
work, including how the insurer and the Commonwealth would share
risk for the low and middle income elders. The responsibilities
of both the Commonwealth and the private insurers are outlined.

In Section III, The Program Plan , the specifications for the
insurance policy are described.
Preparation of the proposal is described in Section IV. Section V
describes the Proposal Process. The evaluation process is
described in Section VI; selection criteria are described in
Section VII. The Appendices are in Section VIII.

An accompanying document "Understanding Nursing Home Use in
Massachusetts: An Analysis of Massachusetts Long Term Care
Utilization Patterns" Commonwealth of Massachusetts (1989)
provides useful information on Massachusetts elder demographics,
rates of nursing home utilization, and lengths of stay.

II. STRUCTURING THE PARTNERSHIP

This section describes how the Commonwealth and partner insurers
would work together to offer affordable coverage for long term
care costs. Design of the partnership is guided by several
principles:

o Responsibilities between insurers and the Commonwealth
should be clear and include: adequate checks and balances to
assure both the Commonwealth and insurers adequate control
over their respective expenditures.



o Design of the partnership should minimize the
administrative burden for either party. The plan should be
simple and straightforward.

o Insurers should take primary responsibility for those
things they do best: marketing, enrollment, claims payment,
management of reserves. The Commonwealth should take primary
responsibility for those things it does best: program
design, consumer education, income and asset determination,
negotiating provider rates, and program evaluation.

o The design of the partnership should minimize
administrative expense wherever possible and thus reduce
premium costs to the insured.

The partnership would offer lifetime coverage for nursing home
and home health care to a group of elders age 65-69. The
partnership then, would be different from more straightforward
private insurance business in that the Commonwealth would:

o Share risk for coverage of the insured;
o Participate in marketing the plan to elders in the

Commonwealth

;

o Participate in negotiating rates with providers;
o Participate in case management of benefit; and
o Share data on enrollees.

Each of these aspects of the partnership are described below.
This section closes with a list of administrative
responsibilities for the insurers and the Commonwealth. Bidders
must accept the administrative responsibilities for insurers
outlined in Section II. F.

A. Risk Sharing

In this public-private partnership, private insurance carriers
will offer qualified long term care insurance policies which
cover nursing home and home health care (see specifications in
Section III for requirements for policies) . Insurers will develop
policies that cover lifetime benefits and will also develop
premium rates for the policies which provide one through six
years of benefits.

Elders who cannot afford the full premium for lifetime coverage
will pay 5% of their income in premium. A schedule has been
developed that translates this "premium" into years of benefits
(see below and Appendix A) . The lifetime benefit for low and
middle income elders will be a combination of private insurance
coverage (for 1,2,3 or more years of care) and the Commonwealth's
guarantee to pay through Medicaid for long term care after



insurance benefits have been exhausted.

How would this work?

1. The Commonwealth will determine how much low and middle
income elders pay towards the plan. For purposes of
determining the cost effectiveness of this program, the
state has assumed individuals would be required to pay 5% of
their income in premiums. A chart depicting the contribution
for elders of various income and asset profiles is included
in Appendix A. The Commonwealth reserves the right to
modify this 5% rule pending final premium rates negotiated
as a result of this RFP.

2

.

Individuals who use more than the amount of care covered
by their reduced premiums will be covered by Medicaid for
the same long term care benefits that were covered under the
insurance plan. The Commonwealth and insurer will establish
a contractual agreement that specifies the insurer's and the
Commonwealth's responsibility for paying for care.

3. Since the Medicaid guarantee to pay for care is based on
an individual's income and assets, individuals who acquire
significant assets will be required to either purchase more
insurance coverage, or spend those assets before Medicaid
coverage will be allowed. The Commonwealth will remind
participants annually of the income and asset level their
"guarantee" is based on.

For modeling purposes we used the premium estimates depicted in
the table below. These estimates are for the claims portion of
the premium (ie the estimates do not include administrative
costs) . It is expected that bidders premiums will differ from
these estimates. The premiums proposed by private insurers will
be the basis for negotiation of final responsibility between the
state and private insurer for coverage of participants.*

For annual Years of Private
premium of: Insurance coverage:

$427 1

743 2

977 3

1133 4

1254 5
1339 6

1609 lifetime

* These premiums estimates assume inclusion of a representative
group of 65 year olds, 30 day deductible, and nursing home



coverage at $50/day with inflation of premiums and benefits
annually at CPI.

The following examples illustrate how the risk sharing between
the state and private insurer will work. As the diagram below
indicates, elders with income of $8,000 at the time of purchase
would contribute $427 (5% of their income) towards a
policy. The insurer would be responsible for one year
and the state would be responsible for all subsequent
care.

lifetime
of care,
years of

For lowest income elders policyholders

DIAGRAM 1

PVT
INSUR STATE GUARANTEE
1 year remaining years

As another example, elders with $14,000 would pay 5% of income
($74 3) for which would cover two years of care. The insurer would
cover two years of care and the Commonwealth would cover the
remainder.

For policyholders with resources of $14,000

DIAGRAM 2

PRIVATE STATE
INSURANCE GUARANTEE
2 years remaining years

The wealthiest elders would purchase a plan that offers lifetime
coverage exclusively through private insured care, at a premium
of $1,609.

DIAGRAM 3

PRIVATE INSURANCE



For example, elders with incomes over $40,000 would pay the full

premium for a lifetime policy; if these elders need long term

care, benefits would be paid by the insurer (with elder copays as

suggested). No state funds would be needed for these elders.

B. Marketing and Enrollment

The insurer will have primary responsibility for marketing the

plan to ensure enrollment of 5,000 elders over the first two

years of the demonstration. The state will perform supporting
activities to enhance enrollment.

The Commonwealth will look most favorably on proposals that rely
on a marketing campaign that uses direct mail and informational
seminars to promote the insurance products. Bidders that propose
use of agents to market the plan must agree to training of

agents by the Commonwealth. The state will coordinate with the
insurers' efforts by providing a consumer education campaign to
inform the public about the limitations of their current
Medicare coverage and the need for long term care insurance.
State personnel will participate in insurer planned informational
seminars.

The seminars will be advertised through newspaper announcements
and direct mail to parties who have previously indicated
interest. At these seminars, long term care project staff and
participating insurers will describe the program and answer
questions. Individual applications for the program would be
handed out to be returned by mail to insurers.

Both the state and the insurer will need to dedicate resources to
handle consumer inquiries. The Information and Referral center at
the Executive Office of Elder Affairs, and the SHINE (Serving
Health Information Needs of Elders) programs located in 90
communities across the Commonwealth will handle consumer
inquiries made to the state.

Insurers must provide customer service by phone, for those
considering enrollment who have questions about the plan. If
there are multiple partner insurers, the state would prefer that
a salaried broker be hired cooperatively by the partnership
insurers to provide consumer access to one person who could
weigh and compare the different plans. The broker would also
assist consumers in choosing a plan that best meets their needs.
Participating insurers will coordinate hiring and paying for the
broker's services. Under no circumstances will the state allow
multiple agents of competing partnership plans to approach the
consumer.

The Executive Office of Elder Affairs has many years of
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experience in preparing educational materials and providing
seminars for the public regarding long term care insurance; Elder
Affairs will manage the consumer education and marketing effort.
An overall educational and marketing plan will be developed with
the aid of a long term care marketing consultant. The
educational campaign will include a component aimed at informing
consumers about long term care insurance and about the
demonstration. The Health Policy Unit at Elder Affairs makes over
100 presentations per year. Long term care insurance needs will
be addressed at these seminars.

The SHINE program provides counseling, to assist individuals in
deciding which insurance policy is most appropriate to their
needs.

Enrollment

Insurers will process applications and determine eligibility for
enrollment based on underwriting criteria (see Section II for
specifics on enrolling a group representative of the population)

.

The Commonwealth will monitor insurer's enrollment practices.

Applications for individuals requesting reduced premium amounts
will be sent to the Department of Public Welfare by the insurer.
The Department will complete an income and asset verification
process. The Commonwealth will determine what premium
contribution the applicant must make in order to qualify for a
guarantee of lifetime coverage. The Commonwealth will notify the
individual and the insurer of this determination.

The Commonwealth will establish a grievance procedure for
applicants who contest the income and asset determination made by
the Commonwealth.

Insurers will be responsible for developing and producing
brochures, applications, and informational materials about the
partnership product. Insurers will cover the costs of newspaper
announcements for informational seminars. Insurers collectively,
will cover the costs of a broker, if more than one insurer joins
the partnership.

C. Negotiated Rates with Providers

Currently in Massachusetts, private pay rates for nursing home
and home health care are not regulated. To provide consumers
protection against inflationary increases in the private pay
rate, and to assure some predictability in the benefit payout
under the partnership, the partnership will negotiate a private
pay rate for elders enrolled in the program. This "negotiated
private pay rate" will be indexed to the prospective Medicaid



rate, and should be more favorable than the private pay rate
currently charged by providers.

For those insured by the partnership, the "negotiated private pay
rate" will be indexed to the Commonwealth's Medicaid case mix
rate. For purposes of this proposal, insurers should assume that
the rate negotiated with providers shall be between 105 - 115% of
the Medicaid rate. The Commonwealth has had considerable
experience in regulating rate structures for nursing homes under
Medicaid. Recently, the Commonwealth has adopted a prospective
payment approach, incorporating case-mix measures to vary the
payment rate according to the level of need of patients residing
in different facilities. By January 1990, the case-mix model will
be implemented in at least one-half of all nursing homes in the
Commonwealth. In designing a payment approach for the
Partnership, we will seek to dovetail with the Medicaid methods
that are currently in place.

The Commonwealth will take the lead in negotiating the provider
rates, but will encourage insurer participation.

D. Case Management

Case management activities include:

o Assessment;
o Determination of benefit eligibility;
o Care plan development and service authorization;
o Reassessment and monitoring of care plans; and
o Redetermination of service eligibility.

Assessment will involve a face to face interview with the
insured by a case manager or nurse. The purpose of this
interaction is to evaluate the strengths and weaknesses of
an individuals health and social systems. This assessment
provides the basis for determining what health and social
service needs the client has, and what informal supports
might be available to the client.

Determination of benefit eligibility is based on information
obtained during the assessment process. The insured's
ability to perform the activities of daily living, and the
presence or extent of medical need or mental dysfunction are
criteria will be used to determine eligibility for benefits
(see specifications for benefit eligibility in the next
section.

)

Care plan development is a process in which the case manager
(or nurse) plan together with the insured for appropriate
services.
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Reassessment and monitoring are activities in which the case
manager or nurse checks with the providers and the insured
to determine whether the services provided are adequate to
meet the need. Redetermination of the appropriateness of the
services, as well as redetermination of benefit eligibility
should be done at least quarterly.

A major objective of the public/private partnership will be to
create a single coherent program for individual insured by the
partnership. Smooth transitions from private insurance-covered
services to state-covered services is essential. To avoid
confusion about what Medicaid services the enrollee will be
eligible for once the private insurance benefit expires, the case
management agent will be responsible for notifying the enrollee
which benefits that are paid by the private insurer, might not be
covered under Medicaid. The case manager will notify the
enrollee in writing which nursing home and home health services
the enrollee will be eligible for under Medicaid. This
notification shall be put in writing at the time of application
for benefit eligibility for private insurance benefits, and again
one month prior to the expiration of the enrollee' s private
insurance coverage.

In this demonstration project we are interested in seeing several
models of case management being used: the Commonwealth's, and/or
the insurer's case management system, and/or case management by a
health maintenance organization.

The Commonwealth, through the Executive Office of Elder Affairs,
has a 100 million dollar statewide system to provide social
services to disabled elders (see Appendix C for description of
this system.) The Commonwealth can make that system available
to partner insurers at minimal cost.

Insurers who have well developed case management systems may
prefer to maintain their own case management system for
partnership enrolles. Those systems must meet the Division of
Insurance regulations, as well as standards established for the
partnership as described below and in Section VII. 4.

For those elders enrolled through the Health Maintenance
Organizations, some risk sharing arrangement between the insurer
and the HMO for case management of the long term care benefit
will be highly desirable.

Case management standards will be established for partnership
insurers. The state will need to review assessment instruments,
eligibility determination protocols, training materials to field
staff about service determinations, and qualifications of
personnel who will determine benefit eligibility to ensure that
the insurer complies with benefit criteria. Periodic audits,
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including record review and follow up with consumers, will be
done to ensure that consumers receive services to which they are
entitled.

There will be a careful coordination of insurance-covered
services with additional state services that are currently
provided under the auspices of Elder Affairs. In this
state-financed program, services (including social services such
as homemaker, personal care, companionship and meals on wheels)
that supplement the Medicaid-provided long term care services are
offered on a sliding-fee payment scale based upon income. The
services are offered to individuals, using a somewhat broader set
of eligibility criteria than Medicaid's criteria. These services
would be available on a sliding fee scale to participants through
the states home care program.

E. Data Sharing

To ensure the fiscal soundness of the partnership, information
will need to be shared between insurers and the Commonwealth to
monitor assumptions about rates of utilization, lengths of stay
and costs. Confidentiality of the individual enrollees will be
assured.

Insurers will need to provide information on active enrollees:
Periodic reporting on new sales, lapses, and demographic
composition of the insured population will be required. Both the
Commonwealth and the insurer will need to keep an active file
with current names and addresses of those insured in the program.

The Commonwealth would require more specific information from the
insurers' claim files. The required information would be a
limited subset of data typically compiled for processing claims.

The data elements include:

social security number
sex
date of birth
date of assessment
individual ADL scores
mental status score
1st date of service
last date of service
discharge reason
provider type
service type (procedure code)
hours/units of service

The Commonwealth has designed a database to track utilization of
long term care services in the general population (interested
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parties may request a copy of "Systems Proposal for a Long Term
Care Database, December 1988) . As planned, this database would
link much of the data already collected by various state
agencies, so that transitions between nursing home, home health
and home care use can be tracked and reported. Since a small
group of disabled will be insured under the partnership, it may
be possible to determine how utilization patterns of these
disabled compare with utilization by the general population.

The Commonwealth will create a data file for the insurance
participants, and will track all utilization of state services.

The Commonwealth will share information in the database about
utilization of long term care services in the general population,
to allow for periodic review of assumptions used in pricing
premiums.

F. Insurer's Administrative Responsibilities:

The insurer's administrative responsibilities will be to:

o offer policies that meet the specifications outlined
in the RFP;

o develop and implement a marketing campaign to enroll
elders age 65-69 in the program;

o develop product information brochures, application
forms

;

o process applications using underwriting criteria
established for this program;

o coordinate with the Department of Public Welfare who
will verify income and assets for low and middle
income elder applicants;

o manage reserves;

o participate in rate negotiations with providers
(optional)

o enroll eligible elders;

o bill enrollees and collect premiums;

o provide customer assistance by phone;

o provide a grievance procedure for benefit eligibility
determinations

;

13



o determine eligibility for benefit, or contract with
Commonwealth for same;

o be payer of last resort for authorized services;

o reimburse providers for authorized services; and;

o provide management, utilization and evaluation data to
the Commonwealth.

G. Commonwealth's Administrative Responsibilities:

The Commonwealth's administrative responsibilities will be
to:

o issue program specifications for the insurance
partnership, defining acceptable policies, including
benefits to be offered and methods of establishing
eligibility for benefits;

o establish the annual amount elders must contribute to
the plan. This involves establishing criteria for
different income and asset amounts;

o verify income and asset holdings for elders at
application to determine amount of their premium
contribution;

o redetermine amount of required premium contribution due
to change in elder income or assets at transfer from
private insurance to Medicaid;

o redetermine premium contribution for elders who report
a change in income or assets;

o provide an individualized printout annually (to be
inserted by the insurer in the annual premium
statement) , describing the income and asset level upon
which the Commonwealth's guarantee of coverage is
based.

o provide support to the marketing campaign by providing
consumer education through the Executive Office of
Elder Affairs;

o negotiate favorable private pay rates with providers;

o maintain management information systems to allow
evaluation of the Demonstration;

14



o provide Medicaid payment for long term care services
utilized by low and middle income participants in the
partnership whose insurance benefits have been
exhausted;

o guarantee the continuity of coverage as a policyholder
passes from private insurance coverage to public
coverage under the Medicaid guarantee;

o provide a grievance procedure for elders who contest
the results of income and asset verification; and,

o monitor insurers' activities to assure compliance with
agreed upon practices.

H. Responsibilities Shared by the Insurer and the Commonwealth

o develop marketing strategy and content for
informational sessions;

o develop training materials for the insurers' consumer
hotline, the Commonwealth's information and referral
line, and for the SHINE program; and,

o develop acceptable standards for benefit eligibility
determinations, including assessment tool and protocols
for determining eligibility for benefit.
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III. THE PROGRAM PLAN: POLICY SPECIFICATIONS

The policies offered in this partnership plan must meet the
Division of Insurance standards contained in 211 CMR 65.00 (see
Appendix D) . In a few instances (benefit amount, care
management, and eligibility criteria) , the partnership plan
specifications exceed the Division standards. If it becomes
necessary to seek a waiver from the Division for a partnership
plan feature, the Commonwealth will take the lead in developing
the request for a waiver.

The specifications for the insurance plan are described below. As
instructed in Section IV, insurers must address each of the
specifications in their proposals. Insurers must meet all the
minimum requirements in order to be considered for the
partnership.

A. Underwriting

Probably the most difficult challenge of this partnership is
insuring a group that is representative of the population. A
major goal of this demonstration is to test the viability of a
public-private partnership to address the long term care needs of
the population at large. Skeptics suggest that private insurance
can/will meet only the needs of the wealthy well. This
partnership is designed to test the marketability of products
that cover the needs of 65 to 69 year olds. The target group for
enrollment then, includes 65-69 year olds with a broad range of
incomes, and a broad range of health characteristics.

Therefore, the Commonwealth requires that the underwriting
criteria used by insurers to determine who qualifies for
enrollment in the partnership must allow for inclusion of a group
that is representative of the general population of 65 - 69 year
olds.

This does not mean that everyone who applies for coverage will be
enrolled; it does mean that those "disabled" or "substandard
risks" must be enrolled in the proportion seen in the general
population.

Two important items to note: In developing standards for
underwriting, insurers SHOULD NOT include any individuals who are
currently in benefit, nor individuals likely to begin benefits in
the six months following enrollment.

The utilization patterns for the general population are fully
described in an accompanying document "Understanding Nursing
Home Use in Massachusetts: An Analysis of Long Term Care
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Utilization Patterns in Massachusetts", Commonwealth of
Massachusetts (1989) . This information should help insurers
estimate utilization rates and lengths of stay for
the representative population to be insured under this plan.

How would this work?

Developing underwriting guidelines to insure a representative
group will require three steps:

1.) Insurers must identify the underwriting criteria, and
develop three to four categories for each criteria. For
example, if ability to do activities of daily living were an
underwriting criteria, three categories could be defined:

a) Unimpaired - No ADL limitation
b) Moderately impaired - Has difficulty with one ADL
c) Severely Impaired - Has difficulty with two or more

ADLs

If heart disease were an underwriting criteria the
categories might be:

a) no evidence of any heart disease
b) evidence of risk factors for heart disease, but no
active medical problems
c) evidence of risk factors, with well controlled
medical problems of hypertension
d) evidence of poorly controlled medical problems
e) has had one or more major cardiac events.

2.) Insurers must document incidence of each of the
categories represented in the population: for the example of
ADL limitations above, 85% of 65-69 year olds are
unimpaired, 6.8% moderately impaired and 7.8% severely
impaired.

*

3.) Insurers must define how the underwriting criteria will
be used to enroll a group representative of the population.
This includes definitions of each of the categories, and the
decision rules about placing individual applicants in one of
the categories. Queuing is one administrative measure used
in the Social Health Maintenance Organizations to control
the mix of enrolles. (See Appendix for description of the
Queuing Procedures used in the Social HMO's) Leutz et al.
Insurers may recommend other administrative measures to
control the mix for different categories.

Dawson et al, "Aging in the Eighties", National Center
for Health Statistics, Advancedata, No. 13, June 10, 1987.
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Insurers must provide sources of information for estimates of
health and social risk factors in the 65-69 year old population.

B. Rating the Substandard Risk

Since the affordability criteria is tied to income and asset
levels, substandard pricing for substandard risk makes
administration, marketing, and monitoring the program very
complex.
The Commonwealth has a very strong preference that there be one
rating schedule for both standard and substandard risk. All
enrollees, regardless of disability level or category of
impairment, would pay the same premium.

Insurers who are unable to develop a single rating schedule may
propose a substandard rating program in which the rating would
affect the duration of coverage the insurer would be liable for.
(For instance, in the examples in Section II. A, a premium of
$74 3 would purchase 2 years of care; in the substandard rating
program a premium of $743 for a minimally impaired individual
might cover only 1.4 years of care.)

The Commonwealth's strong preference for a single rating schedule
is such that substandard rating proposals will only be considered
if no respondent offers an acceptable product with a single
rating schedule.

C. Covered Services

The definitions of services must comply with those specified in
the Division of Insurance Regulations, 211 CMR. Insurers must
offer nursing home and home health coverage; nursing home
benefits must cover all three levels (skilled, intermediate and
custodial)

.

Home health care benefits must cover the following services:
skilled nursing, home health aide, occupational, speech, physical
and respiratory therapies, nutritional services and medical
services.

Insurers will also coordinate benefits with other insurance
plans, particularly with Medicare, so that the partnership plan
will be the payer of last resort.

This proposal requests bids from insurers for insurance plans
that offer lifetime benefits, that is lifetime coverage for
nursing home and home health care. For the purposes of
affordability described above, insurers are requested to provide
premium estimates for offering the first 1,2,3 4,5, and 6 years
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of such coverage.

D. Eligibility for Benefits

1. In keeping with the Commonwealth's Medicaid criteria for
benefit eligibility, persons with disability in 2 activities
of daily living AND medical need or mental dysfunction will
qualify for benefits. Activities of daily living (ADL's)
include bathing, dressing, eating, toileting, transferring
and continence.

2. Disability or impairment means the need for human
assistance in performing the task.

3. Medically necessary services are defined by the Division
of Insurance as:

" 1) in accordance with accepted standards of medical
practice for the diagnosis and treatment for the
insured's condition; and

2) delivered in the least intensive health care setting
required by the insured's condition when possible; and

3) not solely for the convenience of the insured or the
insured's family or health care provider, except for
respite care as defined herein." (DOI regs. Section
65.04)

4. Mental dysfunction for the purposes of this partnership
program shall mean either:

the individual has been assessed using the Mental
Status Questionnaire, (MSQ) and has failed to answer
correctly at least seven of the ten questions on the
test; OR,

the individual exhibits specific behavior problems
requiring daily supervision, including but not limited
to wandering, abusive or assaultive behavior, poor
judgement or uncooperativeness which poses a danger to
self or others, and extreme or bizarre personal hygiene
habits; and has either taken the MSQ and failed to
answer correctly at least four questions, or has taken
the Folstein mini mental state examination and achieved
a score of 23 or lower, (from Connecticut definition of
insured event) Copies of the MSQ and Folstein mini
mental status exam are in Appendix F.

5. Alzheimer's Disease - no policy may exclude coverage
for Alzheimer's or other organically based dementia.
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Insurers shall have established criteria recognized by the
National Institute of Neurological Communicative Disorders
and Stroke (NINCDS)- Alzheimer's Disease and Related
Disorders Associations (ADRDA) or other experts recognized
by the Division of Insurance, other than brain biopsy or
autopsy, for determining the existence of a demonstrable
organic cause. These criteria shall be maintained in
written form and shall be available to the Commonwealth or
any insured upon request. Coverage for Alzheimer's disease
and other organically based dementia may be subject to
limitations on coverage for pre-existing conditions as
described below in this section.

6. Prior hospitalization may NOT be required as a
precondition for nursing home or home health benefits. A
level of care in a nursing home may not be conditioned upon
any other level of care in a nursing home. A nursing home
stay may not be required as a precondition for home health
care benefits.

E. Benefit Amount

Insurers may develop a service benefit or an indemnity benefit.
Regardless, the insurance benefit must keep pace with inflation
of nursing home and home health care costs. Appendix B provides
an overview of the Massachusetts Medicaid nursing home rates over
the past ten years.

1. Service Benefit Plans. The service benefit must cover
80% of the cost of care in a nursing home and 80% of home
health care costs.

2. Indemnity Benefit. The indemnity benefit must offer a
daily dollar benefit amount that covers 80% of the cost of
nursing home care; the home health benefit should cover 8 0%
of home health costs up to a maximum of half of the nursing
home dollar amount. (For instance, if the nursing home
benefit was a maximum of $90 per day, the home health
benefit would have a maximum of $45 per day.)

In order to maintain the relative value of the policies
throughout the lifetime of the insured, the daily benefit amounts
must be indexed to inflation.

There are three ways that inflation adjustments can be designed:

1) premiums can be increased annually as benefit value
increases;

2) level premiums can incorporate future inflationary
increases in the initial buy-in price; or,
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3) riders may be offered to cover the cost of inflationary
increases.

The Division of Insurance regulations require that insurers make
available, at the time of application, an option to increase
benefits in order to adjust for inflation. This initial option to
increase the benefit level must be offered to every insured
without additional underwriting.

F. Elimination Period

A 30 day elimination period must be incorporated in the policy.
One 30 day elimination period shall be allowed for each spell of
illness, not to exceed one 30 day elimination period in any 365
calender days. No more than 60 total days of elimination shall be
charged during the lifetime of the policy. The elimination period
means the number of days in which services are provided to an
insured before the insurance policy begins to pay benefits. ( If
insurers currently use a 20 day deductible, and the
administrative burden of changing to a 30 day deductible is
great, we will consider a 20 day deductible.)

G. Limitations and Exclusions

Under this partnership plan, to the extent allowable by law, the
insurer must be the payor of last resort for long term care
services. Insurers must take measures to guarantee that Medicare
covered services are charged to Medicare, and that the insurer
pays only if Medicare denies the claim.

Insurers under the partnership plan must meet the Division of
Insurance standards for limitations and exclusions. In summary,
the permissible exclusions include:

a) pre-existing condition means a medical condition for which an
insured received diagnosis or treatment during the six-month
period prior to the effective date of coverage. No policy may
exclude coverage for loss or confinement which is a result of a
pre-existing condition unless the loss or confinement begins
within the initial six months following the covered person's
effective date of coverage.

b) illness, treatment or medical condition arising out of:

(i) war or act of war (whether declared or undeclared)

;

(ii) participation in a felony, riot or insurrection;

(iii) service in the armed forces or units auxiliary thereto;
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(iv) attempted suicide or intentionally self-inflicted
injury; or,

(v) aviation (this exclusion applies only to non-fare
paying passengers)

.

(c) Treatment provided in a government facility (unless otherwise
required by law) ; services for which benefits are available under
Medicare or other governmental program** (except Medicaid) ; any
state or federal workers' compensation, employer's liability or
occupational disease law, or any motor vehicle no-fault law;
services provided by a member of the covered person's immediate
family and services for which no charge is normally made in the
absence of insurance.

(d) Services provided for alcohol or drug detoxification or
alcohol or drug rehabilitation.

H. Guaranteed Renewable

Policies must be at least guaranteed renewable. Policies shall
continue and may not be cancelled for anything other than non-
payment of premium. Premiums may be increased, but only for a
whole class of people.

I. Nonforfeiture

Insurers must allow for a non-forfeiture arrangement in the event
Congressional passage of a Federal program covering benefits that
would make the insurance benefits redundant. The insurers need
not return cash amounts under this nonforfeiture requirement;
instead the insurer must determine an actuarially fair benefit
payout rate for those insured who meet the partnership criteria
for benefit eligibility.

The Commonwealth would entertain proposals from insurers for
offering non-forfeiture options to partnership enrollees who,
after 10 years of paying insurance premiums, for some reason
cannot continue premium payments. Again, insurers need not return
cash amounts under these non-forfeiture options, but would
provide paid up benefits at a reduced level for those enrollees
who meet the criteria for benefit eligibility. It is in the
Commonwealth's best interest that enrollees in the plan continue

** Note: service availability from the Executive Office of
Elder Affairs shall not be cause for exclusion of benefits under
the insurance partnership.
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participation, so the non-forfeiture option should not create an
incentive to drop out.

J. Waiver of Premium

A waiver of premium must be incorporated in the proposed
insurance plans; after 90 days of continuous nursing home
utilization, premiums must be waived until the end of the
individual's spell of illness. This waiver of premium shall
extend until the individual has not received services for 4 5

days. Insurers should note, that for individuals who use private
insurer benefits, and then transition to state covered services,
would have to extend the waiver until the state covered services
are no longer received.

K. Confidentiality

The Commonwealth will assure confidentiality of individuals in
dissemination of personal data about enrollees.
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IV. PREPARATION OF THE PROPOSAL

This section describes the requirements for the preparation of
two separate proposals: a program proposal and a premium rates
proposal.

A. The Program Proposal

The purpose of this product proposal is to describe all aspects
of the insurance plan to be offered, exclusive of the costs of
the plan.

Offerors must submit proposals in the format prescribed in this
Section. To be considered, the proposal must respond to the
requirements of Sections I, II, III and IV of the Request for
Proposal. It must follow the sequence of the format, including
separate sections and appendices for each area covered and using
the numbers specified in each section. Any other information
thought to be relevant, but not applicable, to one of the areas
in the proposal should be provided as an appendix to the
proposal.

1.) Introduction

State your acceptance of:

- the plan to enroll a sample of elders in the general
Massachusetts population in 1990;

the plan to begin, upon the effective date of the
partnership, negotiations with the Commonwealth to
offer the described insurance plan to elders enrolled
in one or more Health Maintenance Organizations in
Massachusetts

;

the size of each target population as described in
Section I. You may propose enrolling larger target
populations but you must describe your rationale for
doing so;

- the proposed enrollment schedule; and,

- the requirement to enroll elders throughout
Massachusetts, except for the elder HMO population
which may be limited to a specific service area.

Submit a workplan for meeting the enrollment targets
described in Section I.
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2.) Goals of the Partnership

State your understanding and acceptance of the goals of
the partnership as described in Section I.B.

3.) Structuring the Partnership

(a) Risk Sharing

State your understanding of risk sharing at it is
described in Section II. A. In particular, describe your
interpretation of the Commonwealth and insurer roles in
terms of risk sharing.

State your acceptance of assuming the total risk for
insureds who contribute the full cost of a lifetime
benefit exclusively through private insurance (i.e., no
state subsidy)

.

State your acceptance of sharing risk for insureds who
will contribute less than the full cost of a lifetime
benefit and whose long term care may be subsidized by
the Commonwealth.

(b) Marketing and Enrollment

State your acceptance of the proposed plan to share
marketing and enrollment activities as described in
Section II. B.

Describe your understanding of the proposed marketing
and enrollment activities, including the roles and
responsibilities of the insurers and the Commonwealth.

Describe the personnel who will represent your
organization at informational seminars. (their
background, experience, position in the organization)

Describe your understanding of the proposed enrollment
process, particularly for applicants who will require a
verification of income and assets to qualify for
reduced premiums. Address your staffing requirements,
administrative procedures, both internally and with the
Commonwealth, as well as your relationship to the
applicant. How will it be the same or different from
your existing enrollment process?

Describe your plan to offer customer service to
interested applicants which supplements or complements
the information and referral services offered by the
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Commonwealth. How it will be the same or different from
your existing customer services?

Specify what resources you will contribute to
marketing and enrollment activities based on the
specifications in Section II. B (newspaper
advertisements, informational materials about the
partnership plan, brochures, application forms, visual
aids, and, contributions to hire a broker)

.

Describe the customer services that will be available
to potential applicants for the partnership plan and to
insureds. How will you describe the partnership to
interested parties?

(c) Negotiated Rates with Insurers

Comment on the Commonwealth's intent to negotiate a

partnership plan rate for nursing home care.

State your interest in participating in negotiating
such a rate.

State what resources you would be willing to commit to
obtain a negotiated rate.

(d) Case Management

State your acceptance of including case management
activities as described in Section II. D. in your
proposed plan.

If you propose to use your own case management program,
describe the program in terms of the activities
described in Section II. D, and supply the following
information:

- compliance of your case management program with
Division of Insurance regulations (DOI regs.
section 65.06 (2)(g));

- that your case management program is
operational;

- the length of time that your case management
program has been operational;

- the staffing of the program;

- the credentials of the staff;
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- assessment tools;

- benefit eligibility criteria must be the same or
equivalent to that of the Commonwealth's Medicaid
program;

- training of staff;

- experience data of your case management program;

- a description of your appeals process for
insured's who contest benefit eligibility
determinations; and,

- the geographic areas served.

Health Maintenance Organizations interested in the
partnership must supply the information listed above and,
submit a cost proposal proposing unit costs for these
services.

(e) Data Sharing

State your acceptance of the requirement to share data
with the Commonwealth.

Describe the types of reports, format (for example,
paper or magnetic tape) , content (data elements) and
the periodicity of each report that you would supply,
in order to meet the specifications for providing:

1) data elements for the proposed long term care
database, including but not limited to those
listed in Section II. E.

;

2) data to ensure the fiscal soundness of the
partnership including but not limited to rates of
utilization and lengths of stay; and,

3) information on active enrollees, including but
not limited to sales, lapses, benefit eligibility
determinations (by type of service: - requests,
approvals, denials, referrals and appeals) and
demographic composition of the insured population.

Describe what data you would require from the
Commonwealth

.

Describe how you will track benefit utilization for all
insureds, particularly to identify when your

27



responsibility for payment ends and the Commonwealth's
responsibility for payment begins.

Describe your procedures, including the timetable, for
notifying the Commonwealth that a subsidized insured's
private insurance coverage is about to be exhausted.
(The Commonwealth prefers that the transfer of payment
responsibility be blind to the insured.)

Describe how the data requirements for the partnership
plans are the same or different from your existing data
requirements

.

(f) Insurers' Administrative Responsibilities

State your acceptance and describe your understanding
of insurer responsibilities as listed in Section II. F.

Describe your process for coordinating benefits,
particularly with Medicare, so that you are the payer
of last resort.

Describe any additional responsibilities you would be
willing to assume.

(g) Commonwealth's Administrative Responsibilities

State your acceptance and describe your understanding
of the Commonwealth's responsibilities as listed in
Section II. G.

(h) Responsibilities Shared by the Insurer and Commonwealth

State your acceptance and describe your understanding
of the shared responsibilities as described in Section
II. H.

4.) Policy Specifications

(a) Underwriting

State your acceptance of the Commonwealth's requirement
to enroll group of elders aged 65-69 in Massachusetts
who are representative of the general population of 65-
69 year olds in Massachusetts.

Describe your strategy to assure that the insureds are
representative of the general population of 65-69 year
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olds in Massachusetts. Your strategy must include the
following components:

1.) Identification of the criteria to be used in
underwriting including the development of three to
four categories of criteria to be applied to each
underwriting criteria (See the examples in Section
III.A.l.;

2.) Documentation of incidence of each of the
categories of underwriting criteria represented in
the population (See the example in Section
III. A. 2. ) ; and,

3.) Explanation of how the underwriting criteria
will be applied to enroll a group representative
of the elder population who are aged 65-69 in
Massachusetts. Include definitions of each of the
categories and the decision rules about placing
individual applicants in one of the categories.

Identify your sources of information for estimates of
health and social risk factors in the 65-69 year old
population.

(b) Rating the Substandard Risk

State your capability to develop a single rating
schedule for both standard and substandard risk which
means that all insureds will pay the same premiums
regardless of disability level or category of
impairment.

If you are capable of developing a single rating
schedule for both standard and substandard risk,
describe it and relate it to the corresponding
information you provide in the Section IV. B. Premium
Rates Proposal.

If you are unable to develop a single rating schedule,
you must justify your inability to do.

If you propose to develop a substandard rating program,
describe how the rating will affect the duration of
coverage the insurer would be liable for.

(c) Covered Services

Define the precise benefit provisions that you will
incorporate in your insurance contract. If you plan to
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offer additional, optional services, you must define
them. Optional services must be defined using Division
of Insurance regulations for long term care insurance
(DOI regs, section 65.04).

Address your intent to provide a lifetime benefit,
i.e., lifetime coverage of nursing home and home health
care for those individuals who will be determined to be
responsible for total payment of their premium.

State your policy for covered services when an insured
is eligible for nursing home benefits but remains
hospitalized only because a nursing home bed is
unavailable.

State your willingness to structure a range of
estimated premium rates for each of the time periods
specified in Section III.C. See specifications for
Premium Rates Proposal

.

(d) Eligibility for Benefits

State your acceptance of each of the following
requirements

:

- the Medicaid program's criteria for benefit
eligibility as stated in Section III.D.l and 2.

- the Medicaid program's definition of "medically
necessary" services as defined in Section III.D.3.

- the definition for mental dysfunction as given
in Section III.D.4.

- coverage for Alzheimer's Disease as defined by
the Division of Insurance and in the definitions
included with this RFP.

- No conditional stays either in hospitals or
nursing homes for benefit eligibility as
stipulated in Section III.D.6.

(e) Benefit Amount

Identify the type of benefit to be offered: service or
indemnity.

If a service plan is to be offered, describe a how that
service benefit meets the specifications listed in
Section III.E.l.
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If an indemnity plan is to be offered, describe how
that indemnity benefit that meets the specifications
listed Section III.E.2.

- describe your plan for inflation adjustment as
specified in Section III.E.2.

(f) Policy Specifications: Elimination Period

State your acceptance of the requirement to incorporate
a 30 day elimination period in the policy as well as
the requirement that there be no more than two 3 day
elimination periods during the lifetime of the policy,
as stated in Section III.F.

Justify your requirement for a shorter elimination
period. In any case, the elimination period must not be
less than 20 days.

(g) Limitations and Exclusions

State your compliance with Division of Insurance
regulations concerning allowable limitations and
exclusions.

(h) Guaranteed Renewable

State your acceptance of requirement to offer
guaranteed renewable policies.

(i) Nonforfeiture

Submit a plan for a nonforfeiture arrangement in the
event of a federal program which offers duplicative
long term care insurance benefits.

Describe (optional) a plan for nonforfeiture
arrangements for insureds who are unable to continue to
pay premiums.

Both plans must address the following issues:

- Eligibility criteria for nonforfeiture;

- Benefit payout plan: service or cash;

- Actuarial basis used to determine the benefit

31



payout rate; and,

- Amount of benefit to be paid out.

(j) Waiver of Premium

Describe the allowable circumstances to be eligible for
a waiver of premium.

B. The Premium Rates Proposal

This section describes the requirements for the preparation of
premium rates.

1. Premium Rates

Provide your gross premiums for each plan and age. Identify
all ways in which your rates vary and provide the
appropriate rates (e.g. marital status)

.

If you are proposing a substandard rating program, describe
that program in detail, including a summary of your criteria
for placing individuals into each substandard cell.

If your cost of living adjustments (COLA) are not built into
the basic rates, present those rates together with a
description of how your COLA program will operate. If
individuals lose the ability to exercise future options if
they refuse certain increases, please indicate that fact.

2 . Rating Assumptions

Support your rate development by describing the assumptions
underlying your premium calculations. Include documentation
of at least the following assumptions:

Claim costs — Present your pricing costs, together with an
explanation of the source (s) of data. Describe how
you incorporated the average health characteristics of
the population in the Commonwealth. Also describe your
method for treating migration from one treatment
setting to another. Include a discussion of the
methodology used and assumptions employed in developing
your cost of living adjustments.

Persistency — Present your persistency rates by duration
for each age, together with a description of their
source.
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Expenses — Present detailed unit expenses incorporated
into the pricing of your product. Included should be
at least the following: underwriting expense, issue
expense, policy billing and collection costs, claim
settlement expenses (if possible, identify separately
claim verification expenses, ongoing claim processing
costs, and case management costs) , taxes, licenses &

fees, profit and risk charges, and business acquisition
expenses (e.g. commissions, sales promotion, marketing
expenses, sales support, etc.).

Reinsurance — Describe your reinsurance program, if any,
including the costs for the program.

Developmental costs — Separately define and describe the
additional costs you expect to incur to develop this
program. Provide both aggregate expenses and expected
unit costs that will be reflected in the premium
rates.

Program operational costs — Identify those additional costs
you expect to incur to comply with the data reporting
requirements of the program, such as maintenance of and
reporting of a policyholder registry, claim reporting
for the Commonwealth's database, coordination with the
Department of Public Welfare on claimant verification
and coordination of the transfer of a claimant from
your plan to the Medicaid program.

Reserves — Describe the valuation basis employed for active
life reserves, including table, interest rate, and
method.

3 . Premium Formulas

Provide a copy of the premium formula you employed in the
calculation of your rates. Describe all variables used and
include a sample calculation.
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V. PROPOSAL PROCESS

A. Submission of Proposals

The bidder shall submit the original and six copies of its
program proposal, with a cover letter, in a sealed envelope to:

Ginny Felice
Executive Office of Elder Affairs
3 8 Chauncy St.
Boston, MA 02111

The bidder also shall submit the original and six copies of its
premium rate proposal, with a separate cover letter, in a sealed
envelope to the same person and address set out above.

Both program and rate proposals submitted in response to this RFP
must be received no later than 5:00 p.m. on December 1, 1989.

B. Inquiries

Prospective bidders may submit questions raised by this RFP to
the same person and address listed in section 5.1.1 Such
inquiries must be made in writing and received no later than
5:00 p.m. on November 6, 1989.

C. Bidders' Conference

Prospective bidders are invited to a bidders' conference which
will be held at the following time and place:

Date: Wednesday, November 8, 1989

Time: 10:00 A.M.

Place: Executive Office of Elder Affairs, 4th Floor
Conference Room, 38 Chauncy St., Boston, MA
02111.

At this meeting members of the Selection Committee shall respond
to questions relating to this RFP. Oral answers shall be given if
the information is then available. The committee shall identify
those questions for which written answers will be prepared and
made available to prospective bidders. Only written answers shall
be binding by the Commonwealth.
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D. Notification of Intent to Bid

Prospective bidders shall submit written notification of their
intent to bid no later than 5:00 p.m. on Wednesday, November 15,
1989.

Health Maintenance Organizations should make it clear whether
they intend to bid as insurers, or as an interested partner.

E. Addenda to or Withdrawal of the RFP

If it becomes necessary revise any part of this RFP, or if
additional data are necessary to clarify any of its provisions, a
supplement shall be provided to prospective bidders. The
Commonwealth reserves the right to amend the RFP at any time
prior to the deadline for submission of proposals and to
terminate this procurement at any time.

F. Proposal Acceptance Period

The bidder's proposal shall remain in effect for a period of at
least 120 days after submission and for such additional period
thereafter until the bidder withdraws the proposal, a contract is
made and approved, or the procurement is terminated, whichever
occurs first. The proposal may be incorporated into any contract
awarded.

G. Non-Responsive Proposals

Any proposal determined to be non-responsive to the requirements
set forth in this RFP may be disqualified without evaluation.
The Selection Committee may, at its discretion, determine that
non-compliance is insubstantial and correctable or that an
alternative proposed offer is an acceptable substitute. In such
cases, it may seek clarification, allow the bidder to make minor
corrections, apply appropriate penalties in the evaluation or
apply a combination of all three remedies.

H. Freedom of Information

All proposals and related documents submitted in response to
this RFP are public records under the Massachusetts Freedom of
Information Law. M.G.L. Chapter 66, Section 10, and Chapter 4,
Section 7, Subsection 26, regarding public access to such
documents. Statements or endorsements inconsistent with those
statutes will be disregarded.
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I. Return of Proposals

The Commonwealth shall not be obligated to return any proposals
or materials submitted by a bidder in response to this RFP.

J. Debriefing

Any bidder may have a debriefing by requesting it within ten
working days after receiving the notice of non-acceptance. The
debriefing will be conducted by the Chairperson of the Selection
Committee who will discuss the evaluation of the bidder's
proposal.

A request for the debriefing should be addressed to:

Chairman of the Selection Committee
Executive Office of Elder Affairs
38 Chauncy St.
Boston, MA 02111

K. Limitations

This RFP does not commit the Commonwealth to award a contract or
pay any costs incurred in the preparation of the proposal to this
request. The Commonwealth reserves the right to accept or reject
any or all proposals received as a result of this request, to
negotiate with all qualified sources, or to cancel in part or in
its entirety this RFP if it is in the best interests of the
Commonwealth to do so.

L. Finalist Interviews

The Commonwealth may wish to interview some insurers. Insurers
should be prepared to give an oral presentation to the selection
committee early in January of 1990.

The Commonwealth may contract with some insurers solely on the
basis of the written proposal.

M. Proposal Timetable

o RFP issued— October 30,1989

o Bidders' Conference—November 8, 1989

o Proposals Due—December 1, 1989

o Expected Date for Announcement of Selection

—

January 10, 1990

36



o Anticipated Effective Date of Contract—February 1, 1990

N. Bidders' Qualifications

To establish qualifications as an eligible bidder, a bidder must
submit the materials described in 1-8 below. If a bidder fails
to satisfy these requirements, the bidder's proposal will be
disqualified.

1. Statement of Qualification

A bidder must submit a statement certifying that the bidder
qualifies as one of the following types of insurance
entities. These entities are:

Long Term Care Insurer: an organization as provided
under the laws of the Commonwealth, MGL 17 5, which
markets long term care insurance, group and/or
individual products. The insurer must seek approval
from the Division of Insurance to market plans
described in this proposal.

Hospital Service Corporation : an organization as
provided under the laws of the Commonwealth, MGL 17 6A,
for the purpose of establishing, maintaining and
operating a non-profit hospital plan. (e.g. Blue Cross)

Medical Service Corporation: an organization as
provided under the laws of the Commonwealth, MGL 17 6B,
for the purpose of establishing, maintaining and
operating a non-profit medical service plan. (e.g.,
Blue Cross-Blue Shield)

Health Maintenance Organization: an organization as
provided under the laws of the Commonwealth, MGL 17 6G,
which provides or arranges for the provision of health
care services to enrolled members in exchange primarily
for a prepaid per capita or aggregate fixed sums as
further defined in Chapter 176G of the General Laws. In
addition, the HMO must have a Senior Contract (either a
risk contract with HCFA, or Medicare wrap-around)

.

The statement must be signed by the bidder's authorized
signatory.

Long-term care insurance shall not include any contract or
arrangement which offers long-term care services in
conjunction with housing such as the benefits provided in a
continuing care retirement community provided such contract
or arrangement is otherwise governed or regulated under the
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insurance laws.

2. Organizational Chart

A bidder must submit a chart depicting the structure of its
organization.

3. Board of Directors

A bidder must submit the names and occupations of members of
its board of directors.

4. Resumes of Key Individuals

A bidder must submit the resumes of individuals holding
positions of responsibility for carrying out the bidder's
proposal.

5. Statement of Financial Condition

Insurers must be approved by the Division of Insurance to
market policies to individuals in Massachusetts. As part of
that approval process, the Division evaluates the financial
condition of the applying institution. For the purposes of
this partnership, the Commonwealth will rely on the Division
of Insurance to evaluate the financial condition of the
applying institution. Insurers who have been approved by the
Division need not re-submit statements of financial
condition. Those insurers and whose products have not yet
been approved by the Division must apply to the Division for
approval, and must include the required financial
information.

6. Statement of Best's Rating on Claims Payment

Bidders must submit Best's rating (or equivalent) on claims
payment for past two years.

7. Mandatory Contract Provisions

A bidder must submit a statement in which it accepts
unconditionally and without modification certain mandatory
contract provisions. The statement must be signed by the
bidder's authorized signatory. These mandatory contract
provisions relate to such subjects as record-keeping,
confidentiality of records, audit and inspection of records,
reports, termination and other matters.

The basic contract provisions will be available on November
8. 1989 at the Bidders' Conference. They will also be mailed
to those who have requested a copy of the RFP.
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8. For Health Maintenance Organizations Only

Health Maintenance Organizations who are bidding only as an
interested partner must submit a statement accepting the
specifications of the plan proposed in Section III as the
plan that they are interested in offering to their
enrollees.

HMO's bidding as interested partners must submit proposals
for marketing and enrollment as described in Section II B,

for case management as described in Section II D.

VI. EVALUATION PROCESS

A. Qualifying Proposals

The Evaluation Process shall involve evaluation of all program
proposals and all rate proposals by the Selection Committee.

1. Proposals shall be logged in and date and time stamped
upon receipt. Bidders shall receive a written
acknowledgment of receipt of their proposals.

2. Program proposals and Premium Rate Proposals will be
separated. A record will be made of the name of each bidder
and the number of modifications, if any, received prior to
the time and date for receipt of proposals.

3. Program proposals will be evaluated first to determine
whether the bidder meets the minimum qualifications.

4. All program proposals that meet the minimum
qualifications will be distributed to the selection
committee for review. Program proposals that do not meet
minimum qualifications will be sent to the selection
committee with an explanation of why the minimum
qualifications were not met.

B. Selection Committee Review

1. Upon reviewing the reasons given for disqualifying any
proposal, the Selection Committee can nevertheless decide to
review that proposal. It must state in writing why it
believes that the Program Proposal does in fact meet the
minimum requirements set forth in the proposal

.

-. 2. The Selection Committee shall review all qualified
proposals. It shall first review the "Program Proposals".
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3. The Selection Committee shall prepare its evaluations
solely on the basis of the criteria set forth in Section
VII of this RFP.

4. The Selection Committee shall rate each evaluation
criteria of the "General Proposal" as either "Highly
Advantageous", "Advantageous", "Not Advantageous" or
"Unacceptable". A "Highly Advantageous" rating shall be
given when an offeror's proposal meets specified criteria as
noted in Section VII of this RFP which the Commonwealth has
decided justify a higher rating. An "Advantageous" rating
shall be given when a proposal meets the standards set forth
in the evaluation criteria. A "Not Advantageous" rating
shall be given either when a proposals fails to satisfy
evaluation standards, but could be made to satisfy the
standards through minor revisions which could be negotiated
or when the Selection Committee determines that the failure
to satisfy the standards is a matter of degree and the
proposal is not completely without merit in the evaluation
category. An "Unacceptable" rating does not meet evaluation
standards. All ratings shall be reached by consensus.

5. An bidder shall not be rated higher for proposing
additional services not requested in the RFP. An offeror
shall only be rated higher for meeting criteria which this
RFP specifically notes shall result in a rating of "Highly
Advantageous"

.

6. The Selection Committee shall reach a composite rating
for each of the categories of criteria set forth in Section
VII of this RFP. An "Unacceptable" rating for any criteria
within a category shall require an "Unacceptable" rating for
the proposal. No category shall be rated "Highly
Advantageous" unless the Selection Committee has rated each
and every criteria in the category as "Advantageous" or
"Highly Advantageous". (However, a category containing a
"Not Advantageous" rating which with minor revisions would
be "Advantageous", can receive an overall rating of "Highly
Advantageous") . The rating for each category shall be
justified in writing, explaining both the reason for the
rating and the reason that the next highest and the next
lowest rating were not given instead.

7. After rating each category, the Selection Committee
shall determine a composite rating for each proposal. The
composite rating shall be reached by consensus. Each
composite rating shall be justified in writing.

8. In balancing the weight to be given to each category in
reaching a composite rating for the Program Proposal, the
Selection Committee may take into account the existence of
a "Highly Advantageous" rating for one criteria in a
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category even though the category as a whole is not rated
"Highly Advantageous"

.

9. The Selection Committee shall rank (i.e., 1st, 2d, 3d,
etc.) each qualified Program Proposal and specify the
reasons for the ranking in writing.

10. The Selection Committee shall specify in writing for
all proposals any contract revisions necessary to change a
rating in a section from "Not Advantageous" to
"Advantageous" or necessary to accommodate a proposal
provision rated as "Highly Advantageous" which places
greater responsibilities on the offeror than those currently
set forth in the contractual provisions set forth in this
RFP.

11. Upon completing its ranking of the Program Proposals,
the Selection Committee shall review the Premium Rate
Proposals. With the assistance of an independent actuarial
consultant, the Selection Committee shall translate the
Premium Rate Proposals into comparative figures. The
Selection Committee shall list the Premium Rate Proposals in
order of least expensive to most expensive.

12. Upon completing evaluation of the Premium Rate
Proposals, the Selection Committee shall develop composite
rankings for the proposal as a whole.

13. Proposals ranked "Highly Advantageous" and
"Advantageous" will be compared using the comparative
pricing figures.

14. The Commonwealth will chose one, two or three insurers
for this partnership. The Commonwealth prefers that two
insurers participate; if there are two proposals rated
"Highly Advantageous" those two will be chosen. If there are
three proposals that are rated "Highly Advantageous", and
there is not a significant difference between the second and
third ranking proposal, all three insurers will be chosen.
However, if the ranking is such that one bidder has
significantly higher scores (20 point difference) than the
next one or two bidders, only one bidder will be chosen.

15. The Selection Committee shall send the proposals, its
ratings, rankings, and written justifications for its
ratings and rankings to the Commonwealth. The Selection
Committee shall send to the Commonwealth in writing any
proposed revisions to the contractor (s) being recommended
pursuant to the provisions of Section VLB. 10 of this RFP.

C. Selection of Insurers bv the Commonwealth: The Secretary of
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Elder Affairs and the Associate Commissioner of Medical
Services.

1. The Secretary of the Executive Office of Elder Affairs
and the Associate Commissioner for Medical Services,
Department of Public Welfare (DPW) shall make the final
selection of the insurers.

2. If the Secretary and the Associate Commissioner select a
proposal (s) other than those recommended by the Selection
Committee, the Secretary and the Director shall explain the
reasons for the selection in writing.

3. The Secretary and the Associate Commissioner shall
indicate in writing any revisions in the proposal
previously recommended by the Selection Committee pursuant
to Section VLB. 10 of this RFP which must be negotiated
before a contract can be awarded.

If the Secretary and the Associate Commissioner select a
proposal (s) which needs negotiation, an award(s) shall be
contingent upon the successful completion of those
negotiations.
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VII. SELECTION CRITERIA

The Selection Committee shall rate and rank the "Program
Proposals" and the "Premium Rate Proposals" using the criteria
specified below. The "Program Proposals" will count toward 75%
and the "Premium Rate Proposal" will count toward 25% of a total
possible rating of 100%.

A. PROGRAM PROPOSALS

1. Risk Sharing The Commonwealth shall evaluate in deciding
which proposals to select the proposed plan for sharing risk
between insurers and the Commonwealth.

(NOTE: Insurers can propose total number of days, or total
dollar amount instead of years of care.)

Highly Advantageous
- Proposes an understandable means by which the insurer
and the Commonwealth share the risk for coverage for
enrollees of different income and assets.
- To be rated "Highly Advantageous" insurers must not
only give premium rates for 1,2,3 4,5 6 and lifetime
benefits, but must propose a financially sound and
equitable means of adjusting the risk sharing for the
insurer and the state in cases where the individual
income contribution must change.

Advantageous
- Proposes policies that cover 1, 2, 3, 4, 5, and 6

years, and for lifetime as set forth in Section II. A of
this RFP.

Not Advantageous
- Offers coverage for 2, 3, or 4 years, and for
lifetime.

Unacceptable
-Does not offer a lifetime benefit, or does not offer a
range of premium rates for different periods of
coverage.

2

.

Marketing The Commonwealth shall weigh in deciding which
proposal to select the comprehensiveness of the marketing plan,
and the intent to coordinate marketing efforts - with the
Commonwealth

.

Highly Advantageous
- Proposed marketing plan describes how the plan will
coordinate with and complement the Commonwealth's
existing consumer education resources/system.
- Insurer takes the lead in planning and implementing
marketing activities.
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- Plan clearly describes a statewide marketing effort
(number and location of seminars, number and type of
advertisements, number and type of mailings)

.

- Staff assigned to marketing are currently employed by
the insurer and have experience in marketing long term
care insurance.
- Sample brochures and other informational materials to
be used in marketing the partnership plan are included
in the response.
- Company has demonstrated experience marketing
through the use of informational seminars and direct
mail approach.
- Plan includes sharing the services of a broker if
multiple insurers are selected as partners.

Advantageous
- Bidder agrees to perform the marketing tasks set
forth in Section 2.2 of this RFP.

Non-Advantageous
- Insurer would need to hire marketing staff with
direct experience in long term care insurance, or will
assign current staff experienced in marketing life,
disability or health care insurance;
- Describes only a limited use of or coordination with
the Commonwealth's existing consumer education
resources

;

- Only describes planned informational materials; and,
- Offers a workable alternative to sharing a broker if
multiple insurers become partners.

Unacceptable
- Does not include using the Commonwealth's consumer
education resources;
- Indicates a lack of understanding of the
Commonwealth's resources;
- Indicates the insurer is unwilling to take the lead
in implementing a marketing plan; proposes a marketing
plan that is not feasible or does not propose a
statewide marketing effort;
- Indicates the marketing staff is inexperienced or
that hiring will impose an unreasonable delay in
marketing the plan;
- Insurer is unwilling to use a shared broker in the
event of multiple insurers or does not propose a
workable alternative; and,
- The proposed plan does not clearly identify the
resources the insurer will commit to marketing.
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3. Enrollment The Commonwealth shall weigh in deciding to
select proposals the insurer's ability and experience in
enrolling elders in a long term care insurance program.

Highly Advantageous
- Clearly describes a comprehensive and simple
enrollment process which includes the following
features:

o a single application form for the applicant;
o a statement which explains the availability of
a reduced premium for eligible applicants;
o the procedures for requesting a reduced
premium

;

o a separate, stand alone section in the
application form to collect income and asset
information;
o a procedure to forward income and asset
information to the Welfare Department;
o the capability to process and adjudicate
complete applications within 30 working days or
less of receipt from the applicant and within 10
working days of receipt of reduced premium
determination by the Department of Welfare;
o the capability of tracking the status of
applications, including those referred to the
Welfare Department;
o description of a client notification process;
o description of services available to
applicants with questions about the partnership
plan; and,
o description of an enrollment process that
requires minimal changes in the insurer's existing
enrollment process.

Advantageous
- Agrees to provide an enrollment process as set forth
in Section II. B of this RFP.

Not Advantageous
- Meets the criteria stated as "Advantageous" except
that:

o The insurer proposes an enrollment process that
requires applicants to complete separate forms
(insurance enrollment and reduced premium
eligibility) and submit them to the insurer and
the Department of Public Welfare, respectively;
o The length of time for processing completed
applications is no more than 3 5 days and within
10 working days of receipt of reduced premium
determinations from the Welfare Department;
o There is limited ability to track the status of

• applications; and,
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o There is a limited customer service plan (the
insurer would answer questions about insurance but
not about reduced premiums, or the insurer would
not offer a hotline, but would answer by mail, or
would offer a hotline, but no correspondence)

.

Unacceptable
- Cannot process and adjudicate applications within
either of the time periods state above;
- Unable to track the status of applications both in-
house and those referred to the Welfare Department;
and,
- Will not provide any customer service to applicants;
and,
- Lacks understanding of the partnership plan.

4 . Case Management The Commonwealth shall weigh in deciding which
proposal (s) to select the proposed system for case management of
benefits.

Highly Advantageous
- Insurer proposes using the authorized case management
system for the Commonwealth

OR
- Insurer demonstrates the existence of an established
case management program that includes five components:

o Assessment,
o Determination of benefit eligibility,
o Care plan development and service
authorization;
o Reassessment and monitoring of care plans; and,
o Redetermination of service eligibility;

- The case management program provides for face to
face interviews between the reviewer and insured, or by
telephone with a follow up personal interview to
prevent unnecessary delay in delivery of services to
the insured

;

- Demonstrates the capability to respond to requests
for determinations of benefit eligibility within 24
hours for insures who are hospitalized and within 72
hours for insures who in the community;
- Submits acceptable assessment forms and service
protocols;
- Case management staff consists of experienced
registered nurses and social workers;

Describes the process and content of initial and
ongoing training of the case management staff;

Advantageous
- Agrees to perform the activities set forth in Section
II. D of this RFP.

Not Advantageous
- Proposes only determination of benefit eligibility;
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- No case management staff is in place or the staff has
unacceptable credentials; and,
- The assessment forms and or the service protocols are
unacceptable.

Unacceptable
- Relies on prior hospitalizations to determine benefit
eligibility, or requiring nursing home use in order to
qualify for home health benefits.
- Only reviews high cost cases retrospectively.

5. Data Sharing The Commonwealth shall consider in deciding
which proposals to select the data collection and reporting the
insurer will develop.

Highly Advantageous
- Reports enrollment data monthly and claim file data
quarterly within 21 days of the close of the period.
- Provides quarterly updates on enrollees, lapses,
current demographic composition.
- Provides data for each reporting period and
cumulatively; prepares projections based on past data;
and relates utilization data and projections to
premiums

.

- Provides additional data elements that the applicant
indicates are necessary to monitor and evaluate the
demonstration

.

- Provides an output format with application or
describes modifications that must be made in their
reporting systems to provide the required data.
- Provides detailed categories of required data
elements.

Advantageous
- Reports data every six months for the previous
reporting period.
- Reports required data on active enrollees.
- Provides data elements listed in Section II. E from
claim files.
- Provides data by diskette or through electronic
transmission.

Not Advantageous
- Provides data annually
- Provides partial data with updates of missing
information in subsequent periods.
- Submits data manually.

Unacceptable
- Does not agree to provide the data specified in
Section II. E of this RFP.
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6. Insurer's Administrative Responsibilities The Commonwealth
shall consider in determining which proposals to chose, the
bidders description of how they would meet the administrative
responsibilities required in the partnership.

Highly Advantageous
- Demonstrates successful experience fulfilling the
requirements of Section II. F.
- Identifies personnel with appropriate training and
experience to work with state agencies to fulfill these
responsibilities

.

- Provides a thorough description of the process for
tracking claims for enrollees who may become eligible
for Medicaid under the partnership.

Advantageous
- Provides assurances that the applicant will meet the
administrative responsibilities specified in Section
II. F.
- Presents a clear and feasible plan to implement the
provisions of II. F.

Not Advantageous
- Provides a vague and confusing description and
understanding on more than 25% of the items in Section
II.

F

- Provides a minimal description of the process for
coordinating eligibility and payments with Medicaid.

Unacceptable
- Does not agree to meet the requirements of Section
II. F.

7. The Commonwealth's Administrative Responsibilities The
Commonwealth shall consider the insurers understanding and
acceptance of the administrative responsibilities to be provided
by the Commonwealth.

Advantageous
- Presents a clear and comprehensive description of the
Commonwealth's responsibilities.
- Accepts the Commonwealth's responsibilities under the
partnership.

Not Advantageous
- Provides a vague, unclear description of the
Commonwealth's role and the way the applicant will
interact with state agencies.
- Proposes changes in the roles between the applicant
and the state agencies.

Unacceptable
- Does not provide assurance or acceptance of the
Commonwealth's responsibilities in the partnership as
specified in Section II. G.
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8. Shared Responsibilities The Commonwealth shall consider the
insurers understanding and acceptance of the shared
responsibilities described in the partnership.

Highly Advantageous
- Agrees to and describes the process for working with
state agencies to develop the products and procedures
listed in Section II. H.
- Proposes new elements that facilitate the operation
of the partnership.

Advantageous
- Offers existing products as the basis for initiating
joint review and development of the products.
- Agrees to share the defined tasks.

Unacceptable
- Does not agree to the shared responsibilities.
- Proposes alteration of responsibilities which would
compromise the proposed plan.

9. Underwriting The Commonwealth shall consider in deciding
which proposals to select the underwriting criteria used to
assure enrollment of a group representative of the population of
65-69 year olds.

Highly Advantageous
- Insurer has experience in underwriting risk for long
term care insurance;
- Insurer has experience using the underwriting
criteria proposed in this plan, and can produce manuals
or protocols making it clear how the underwriting
criteria have been employed in decisions about
enrollment.

Advantageous
- Insurer has developed criteria to required in Section
III. A and proposes how they would apply the
underwriting criteria, but has no experience in
applying the criteria.
- Provides credible sources for the estimates of
incidence of health and social risk factors in the 65-
69 year old population.

Not Advantageous
- Creates criteria as required in section III. A but
creates categories that significantly exclude the any
substandard risk, or,
- Creates decisions rules that will effectively result
in under representation of the substandard risk in the
insured pool.
- If insurers propose an underwriting methodology that
differs significantly from that required by the
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Commonwealth, but has some potential to create a pool
of insures that is representative of the general
population of 65 year olds, the Commonwealth may rate
the proposal "Advantageous" contingent on required
modifications

.

Unacceptable
- Completely excludes any substandard risk.
- Does not describe the underwriting criteria of
decisions rules in a way that allows the Commonwealth
to determine who would qualify for enrollment.

10. Rating the Substandard Risk The Commonwealth shall
consider in deciding which proposals to accept the methods used
to determine premiums for substandard risk enrol lees in the
program.

Highly Advantageous
- Charges a single premium for all categories of
individuals in the program.

Not Advantageous
- Proposes higher premiums for
substandard risk. If the method
those individuals could, with
coordinated with the methods to
affordable,
proposals.

individuals rated
proposed to charge
modifications, be
make the program

the Commonwealth will consider such

11. Covered Services The Commonwealth shall consider the
bidders' definition of covered services.

Advantageous
- Describes covered services as described in Section
III.D.
- Expresses interest in eventually including a broader
range of services designed to keep an individual at
home. Proposes using the state data to estimate premium
needs for more comprehensive package of services
covered.

Not Advantageous
- Limits services to nursing home care and skilled
nursing services only in the community.
- alternatively, offers a broad package of services
(such as homemaker, chore or heavy yard work) that are
more generous than those paid for by Medicaid.

12. Eligibility for Benefits The Commonwealth shall consider in
deciding which proposal to select, how closely the bidders
definition of eligibility for benefits matches that proposed by
the Commonwealth.
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Highly Advantageous
- Utilizes the definitions of activities of daily
living, medical or mental dysfunction as proposed in
the RFP; and, describes how these definitions would be
operational i zed.
- Proposes workable administratively easy alternatives
to the defining mental dysfunction.
- Suggests data and or experience that suggests a

equivalent or better means of defining benefit
eligibility

Advantageous
- Accepts the criteria for eligibility described in
Section III.D.

Unacceptable
- Proposes more stringent definitions for benefit
eligibility (i.e., requiring 3 or more impairments in
ADL's)
- Defines medical or mental dysfunction in a way that
effectively excludes coverage for individuals with
these conditions

13. Benefit Amount The Commonwealth shall consider how the
bidder proposes to maintain the benefit at approximately 80% of
the cost of care.

Highly Advantageous
- Bidder proposes a service benefit that approximates
80% of the cost of care for nursing home and home
health care.
- Demonstrates understanding of rates of reimbursement
in Massachusetts and cites expectations about rate
increases in the future.
- Proposes a flexible reimbursement methodology that
addresses the variation in rates across the
Commonwealth, and variation in rates for various types
of care (skilled, custodial, etc.).

Advantageous
- Proposes an indemnity benefit with inflation
protection proposed in one of the three ways described
in Section III. E.

Unacceptable
- Offers an indemnity benefit with no inflation
protection.

51



14. Elimination Period The Commonwealth shall consider in
determining which proposals to select the design of the
elimination period.

Advantageous
- Incorporates a 30 day elimination period into the
policy;
- Ensures no more than two 3 day elimination periods
during the lifetime of the policy;

Not Advantageous
- Proposes a 20 day elimination period
- Proposes no more than three 2 day elimination
periods during the lifetime of the policy

Unacceptable
- Proposes elimination periods longer than 3 days (eg.
60, 90 or 120 day elimination periods
- Proposes no elimination period

15. Limitations and Exclusions The Commonwealth shall consider in
deciding which proposals to select the limitations and
exclusions included in the policy.

Highly Advantageous
- Requires less than a six month waiting period.
- Covers conditions which arose but for which treatment
was not sought within six months.
- Provides benefits for Intermediate Care Facilities
(ICF) for beneficiaries who require care due to an
aggregate of impairments in activities of daily living
without an intermittent skilled need.
- Describes a operational system for coordinating
benefits with Medicare, ensuring that the insurer will
be the payor of last resort. Describes current
practices, frequency of claims checks, dollar amount of
claims payment "saved" by having this system
operational.

Advantageous
- Complies with the Division of Insurance regulations
on the above items.
- Describes a administratively feasible plan for
coordinating benefits with Medicare to assure the
insurer will be a payor of last resort. The plan must
propose how a claim would be handled from receipt to
payment, including the time frames for paying
providers.

Not Advantageous
- Contains vague assurances that Division of Insurance
regulations will be met or places qualifications
concerning the waiting period.
- Describes a plan for coordinating benefits with
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Medicare, that may, with some modification, assure that
the insurer would be the payor of last resort. Plan is
administratively cumbersome.

Unacceptable
- The proposal fails to provide assurances that
Division of Insurance regulations will be followed.
- The is no plan for benefit coordination.

16. Guaranteed Renewable The Commonwealth shall weigh in deciding
which proposals to accept the guaranteed renewable benefit.

Highly Advantageous
- Provides for an automatic renewal process.

Advantageous
- Proposal accepts guaranteed renewable provision and
clearly describes the renewal process.
- Renewal process is simple and does not require an
application.

Not Advantageous
- Commitment to guaranteed renewal is vague and
conditional.
- Renewal process requires an application.

Unacceptable
- Renewal process is not described

17. Nonforfeiture The Commonwealth shall weigh in deciding which
proposals to accept the proposed nonforfeiture benefit.

Highly Advantageous
- offer nonforfeiture benefits in the form of reduced
benefit payout if:

A) the Federal Government were to implement a
program that covered the costs of long term care,
duplicating the benefits of this policy

AND
B) an individual is unable to maintain full
premium payments and wishes to maintain reduced
premium payments for reduced benefits

Advantageous
offer nonforfeiture benefits in the form of reduced

benefit payout if the Federal government were to
implement a program that covered the costs of long term
care duplicating the benefits of this policy. Insurers
must describe the actuarially fair payout rate (in
dollars or days) for those enrolled in the program for
varying numbers of years.

Not Advantageous
- nonforfeiture arrangement in the payout is in the
form of a lump sum cash payment.
- method of payout is not described.
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- value of payout is not described.
Unacceptable

- does not include a nonforfeiture provision.

18. Waiver of Premium The Commonwealth shall consider in
deciding which proposals to select the waiver of premium
provisions.

Highly Advantageous
- provide for waiver of premium after 60 days
continuous coverage in a nursing home.
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APPENDIX A

Sample Calculation of Reduced Premiums
For Low and Middle Income Elders

In determining what premium an individual must pay, the
Commonwealth would apply the 5% rule; that is, individuals must
contribute 5% of income for an annual premium to a maximum of
$1,609. The Department of Public Welfare would verify income and
assets at the time of application. For the purpose of income
determination, we assume that non-housing assets provide an
income stream equivalent to an annuity at 7% over 2 years.
Throughout this proposal, references to "income" imply such an
annuitization of non-house assets. This ensures that an elder
with $10,000 in income and no assets would pay less than an elder
with $10,000 in income and $50,000 in financial assets. The
table below shows the premium assumptions used in modeling this
program.

Premiums for Policyholders by Resource Level

Non-House Assets
<$10,000 $10-20,000 $20-30,000 $30,000 +

Annual
Income

< $10,000 $427 $427 $427 $427

$10-15,000 $743 $743 $743 $977

$15-20,000 $977 $977 $1133 $1133

$20-25,000 $1254 $1254 $1254 $1339

$25-30,000 $1609 $1609 $1609 $1609

$30,000 + $1609 $1609 $1609 $1609

Two examples illustrate the selection of an appropriate premium.

Example 1:

Mr. Anderson, a high income 65 year old, has an annual income of
$50,000 and non-house assets of $100,000. Applying the 5% rule,
he could afford the full premium of $1,609:

.05 X ($50,000 + $9,439) = $1,609

A-l



where $9,439 is the annuity that could be purchased with savings
of $100,000 at 7% for 20 years.

Assume that at age 86 he becomes disabled and needs care. The
insurance plan will pay for his long term care for as long as he
needs care.

Example 2:

Ms. Baker, a middle income 69 year old, has an income of $20,000
and non-house assets of $20,000. Using the 5% rule, her annual
payments should be approximately $1,094, because

.05 X ($20,000 + $1,888) = $1,094

where $1,888 income derived from savings of $20,000 (at 7% for 20
years)

.

The most appropriate annual premium is $1,133. Under the
insurance plan she pays $1,13 3, and is guaranteed that her care
will paid as long as she needs it. If she becomes disabled, the
private insurance company will pay for long term care for four
years, and the state will pay for any further care.

Note that as they determine premiums, EOEA staff will round
upward to the next premium. In the second example above, Ms.
Baker pays $1,133, not $1,094.

Elders who participate in the partnership would be assured they
would never have to spend down their assets for nursing home
care . High income elders would purchase insurance that
guaranteed that coverage. Low and middle income elders would
purchase that guarantee at a lower premium: the insurers and the
state guarantee would assure lifetime coverage. By combining a
private insurance premium and a state guarantee to pay for care
once insurance benefits have been exhausted, elders of all
incomes are able to purchase lifetime benefits and asset
protection.
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APPENDIX B

Massachusetts Nursing Home Rates
Historical Overview

To assist in developing estimates of service benefits the
following table depicts the average interim rates paid by
Medicaid for various levels of nursing home care in
Massachusetts. The partnership plan will negotiate a private pay
rate that will be indexed to the Commonwealth's current Medicaid
rate. Negotiated rates of 105 - 115% of the Medicaid rate should
be used in pricing assumptions.

Massachusetts Medicaid Nursing Home Rates

1979 - 1989

SNF ICF MULTI LEVEL
Fiscal
Year

FY79 33 24 29
FY80 35 26 33
FY81 39 29 36
FY82 44 33 40
FY83 51 36 46
FY84 52 38 49
FY85 58 40 52
FY86 59 42 55
FY87 65 44 59
FY88 72 50 66
FY89 91 59 80

Note: Starting with FY84, data provided by BSD, and includes
only facilitates filing timely.

Source: Rate Setting Commission, Commonwealth of Mass. (1989)
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The average rate is helpful for developing an historical
perspective of nursing home costs in Massachusetts; the variation
in rates across the Commonwealth and within geographic areas may
be more useful. The table below depicts the average Medicaid
rate, as well as the high and low rates for selected geographic
areas in Massachusetts in 1988.

Average Medicaid Nursing Home Rates in 1988
in Massachusetts by Selected Geographic Region

SNF ICF MULTI
HSA I

Average 58 47 58
Range 51-70 38-57 38-78

HSA II
Average 65 48 62
Range 58-74 34-59 49-81

HSA III
Average 77 50 67
Range 77-77 44-60 53-85

HSA IV
Average 83 50 70
Range 61-109 0-70 53-94

HSA V
Average 67 50 66
Range 56-94 31-72 46-90

HSA VI
Average 74 51 68
Range 70-79 42-59 48-85

Source: Rate Setting Commission, Commonwealth of Mass. (1989)
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Average Medicaid Nursing Home Rates in 1989
in Massachusetts by Selected Geographic Region

SNF ICF
HSA I

MULTI

Average 69 53 71
Range 57-85 45-60 46-119

HSA II
Average 79 61 75
Range 66-91 46-118 57-120

HSA III
Average 89 62 80
Range 89-89 51-76 65-101

HSA IV
Average 105 60 86
Range 71-138 38-88 59-140

HSA V
Average 88 57 79
Range 62-142 36-83 54-108

HSA VI
Average 102 59 81
Range 88-138 49-70 56-97

Source: Rate Setting Commission, Commonwealth of Mass. (1989)

With the implementation of prospective payment, and case mix
adjusted rates to begin in 200 of Massachusetts nursing homes in
January of 1990, several of the bases for determining Medicaid
nursing home rates will be different than under the
retrospective system currently in place. The Rate Setting
Commission is currently developing case mix rates for nursing
homes for 1990.
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APPENDIX C

Description of the Massachusetts Home Care Program

The Executive Office of Elder Affairs funds a full range of
in-home services for frail elders across the state. The 12 8

million dollar home care program is administered through 27
regional, non-profit Home Care Corporations (HCCs) . The
Corporations operate an independent case management system that
assesses client needs, develops an appropriate, cost effective
service plan, authorizes services and, coordinates service plans
with hospitals, home health agencies, family members and other
community agencies that provide direct services.

The Home Care program funds homemaker, personal care, home
health services, respite care, home delivered meals, social day
care, transportation, chore, companion, protective services and
emergency shelter.

Currently, elders must have incomes below $13,580 for a single
person and $19,238 for a couple to receive subsidized services.
They must also have functional impairments that require services.
Elders pay a copayment that varies with their income and the
amount of services received. Copayments are charged to single
elders with incomes above $5,981 and couples above $8,017.

Elders with incomes above the subsidy thresholds may receive
an assessment, a recommended service plan, and assistance
arranging services which they buy themselves.

Case Management and Inter-Disciplinarv Teams

HCCs will establish inter-disciplinary teams of nurses and
case managers to conduct assessments, develop care plans and
monitor services under the Partnership. Nursing home and home
health benefit assessments will be conducted by the nurse. Nurses
would establish care plans in consultation with case managers to
maximize access to other services which may be cost effective and
appropriate substitutes for covered benefits. Care plans would be
established to supplement and not replace care provided by family
members.

Targeting Resources

An effective community care network requires an accurate tool
for assessing functional impairments and identifying elders who
are at the greatest risk of placement in a nursing home. We base
our assessment on functional impairments. A standardized,
statewide tool is used that assesses the level of functional
impairments in activities of daily living, instrumental
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activities of daily living, the cognitive and emotional status
of the client, informal supports, and the medical and physical
conditions requiring treatment.

Case managers currently use the Client Needs Assessment
Procedure (CNAP) to rate the client's ability to perform ADL and
IADL activities. 1 Functional status is determined by the
client's ability to perform the tasks either without assistance,
with assistance, or not at all.

Elders are rated as impaired in an ADL if they need another
person to assist with the activity. Case managers note whether
the client is unable to perform an activity (client assists
minimally with less than half the activity) or performs the
activity with assistance (client does more than half the
activity) . These distinctions are necessary to determine the type
of service that is appropriate, i.e. home health aide or personal
care. Elders are not considered impaired in an activity if they
require mechanical assistance or perform the activity with
difficulty.

Additional need and service specific modules are used for
clients who need home health care, personal care, respite
services and home delivered meals.

The assessment tool measures the activities in Table 1.

Table 1

Activities of Instrumental Activities
Daily Living of Daily Living

Bathing Housework
Dressing Shopping
Continence Meal Preparation
Toileting Laundry
Eating Transportation
Mobility (Ins ide) Taking Medication
Transferring (Bed/Chair) Using Telephone

Outside Mobility

C-2
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The CNAP also determines if a family member, spouse or other
caregiver is available and willing to help with these activities.
If not, home care services are authorized to assist the elder. If
others are available to meet the need . services are not
authorized

.

After completion of the assessment, case managers determine
the number of ADL and IADL impairments and assign a Functional
Impairment Level rating. Clients with more than four impairments
receive the highest priority for services (see chart)

.

FIL Impairments

I 4-7 ADL Impairments
II 2-3 ADL Impairments
III 6-10 ADL/IADL Impairments
IV 4-5 ADL/IADL Impairments
V *2-3 ADL-IADL Impairments

* Note: Clients with 2-3 impairments are
transportation, and companion
appropriate for elders with less
However, as services have been
elders, clients in this group
category represents only 3.8% of
to 16.2% in January 1986.

eligible for chore,
services which are
severe impairments,
targeted to frailer
are declining. This
all clients compared

Once a care plan is established, the ongoing care monitoring
and coordination between covered benefits and home care services,
or services from other payors, will be done through consultation
among the client's team members.

HCC nurses and case managers currently work with hospitals,
home health agencies, nursing homes, family members, physicians
and other community agencies to receive referrals and coordinate
services.

Blue Cross/Blue Shield of Washington/Alaska developed a
contract with the Bureau of Aging and Adult Services and the
Washington Areas Agencies on Aging to do assessments,
authorization and care management for people who purchase their
long term care insurance product. The Washington home care and
case management system is comparable to the program in
Massachusetts

.
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211 CMR: DIVISION Of INSURANCE

211 CMR 65.00: LONG-TERM CARE INSURANCE

Section

65.01: Authority
65.02: Purpose
65.03: Applicability and Scope
65.04: Definitions

65.05: Minimum Standards for Coverage
65.06: Limitations and Exclusions

65.07: Renewability
65.08: Extension of Benefits

65.09: Required Disclosure Provisions
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65.11: Discretionary Powers of Commissioner
65.12: Policy Forms and Rate Filings

65.13: Effective Date
65.14: Severability

65.15: Appendix A - Required Disclosure Statement
65.16: Appendix B - Required Disclosure Statement

65.01: Authority

This regulation is issued under authority of M.G.L. c. 175, c. 176A, c. 176B,
and c. 176D. The policies described in this regulation are not, however, subject
to the specific mandatory benefits in the above mentioned chapters.

65.02: Purpose

The purpose of this regulation is to promote the public interest by protecting
applicants for long-term care insurance from unfair or deceptive sales or
enrollment practices, by eliminating provisions which may be contrary to the

health care needs of the public, by establishing minimum standards for

long-term care insurance, by facilitating public understanding and comparison
of long-term care insurance coverages, and by encouraging flexibility and
responsible innovation in the development of long-term care insurance.

65.03: Applicability and Scope

This regulation applies to any non-group long-term care insurance policy,

including group conversion policies, which covers a resident of the

Commonwealth and which is issued within or without the Commonwealth on or
after August 1. 1989. This regulation shall not include policies originally issued

prior to August 1, 1989. No misleading policy names may be used and no policy

shall be marketed or advertised as a group policy unless it qualifies as such. In

particular, insurers may not use the name "long-term care insurance" or
"nursing home insurance" or "home health care insurance" or similar terms
except to describe a long-term care insurance policy which complies fully with
this regulation.

65.04: Definitions

Except as provided hereafter, no policy delivered or issued for delivery in

this state shall contain definitions respecting the matters set forth below unless

such definitions, including the terms used, comply with the requirements of this

section.

Unless the context requires otherwise, the definitions in this section apply
throughout this regulation.

0) "Adult day care" means those services which Adult Day Health programs or

similar programs approved by the Department of Public Welfare are authorized

to provide or those services which meet the appropriate licensing or

certification requirements of the state in which they are provided. Such
services shall be at a minimum: nursing services, occupational therapy, physical

therapy, speech therapy, social, recreational and educational events designed to

improve each participant's self-awareness and level of functioning and training

and assistance in dressing, grooming, personal hygiene, use of special aids,

accident prevention, and activities of daily living.

m run



211 CMR: DIVISION OF INSURANCE

65.04: continued

(2) "Adult foster care" means those services which an Adult Foster Care
Program approved by the Department of Public Welfare is authorized to

provide, or those services which wr.nl the appropriate licensing or certification

requirements of the state In wluch they are provided. Such services shall be at

a minimum: room and board and personal care services in a family-Like setting.

(3) "Care management" means those procedures and standards employed by an
insurer which govern the prior approval and periodic recertification of covered
services and the determination of the appropriate level of care.

(4) "Chore care" means those services designed to help individuals remain In

their homes and to make their homes habitable. Such services shall consist of

the following services where applicable: vacuuming (including the moving of
furniture), washing floors and walls, defrosting freezers, cleaning ovens,

cleaning attics and basements to remove fire and health hazards, changing
storm windows, heavy yardwork, snow shovelling, and minor repairs of the home
(replacing windows, door and window locks, handrails and safety rails, minor
repair to stairs or floors and weatherizationj.

(5) "Class" means the underwriting and rating classifications originally used at

the time the policy was issued.

(6) "Commissioner" means the Commissioner of Insurance or his or her
designee.

(7) "Custodial care" means those services provided in a nursing home or by a

home health care agency licensed by the Department of Public Health, or those

services meeting the appropriate licensing or certification requirements of the

state in which they are provided. Such services shall be at a minimum:
assistance with activities of daily living and may be provided by persons with or

without professional skills or training.

(8) "Disability" means the functional or cognitive inability to engage in the

regular and customary activities of daily living without human assistance as

measured by Activities of Daily Living (ADLs). No policy may require the

inability to perform more than three ADLs to determine disability. ADLs to be

used to measure disability are: eating, toileting, mobility, bathing, dressing and
continence.

(9) "Elimination period" means the number of days In which services are

provided to an insured before the insurance policy begins to pay benefits.

(10) "Guaranteed renewable" means that the insured has the right to continue

the long-term care insurance policy in force by the timely payment of premiums
and the insurer has no unilateral right to make any change In any provision of

the policy or rider(s) while the insurance is in force, and cannot cancel or

decline to renew except as permitted in 211 CMR 65.07 and 65.09(2), provided

that rates may be revised by the insurer on a class basis.

(11) "Homemaker care" means services which are designed to maintain

independent living. Services shall consist of the following services where
applicable: shopping, menu planning, meal preparation, and light housekeeping

including vacuuming, laundry, dusting, dry mopping, dishwashing, cleaning the

kitchen and bathroom and changing beds.

(12) "Home health care" means those services provided by a home health care

agency or organization licensed by the Department of Public Health, or those

services meeting the appropriate licensing or certification requirements of the

state in which they are provided. Such services shall be at a minimum: nursing

services, home health aide services, physical therapy, occupational therapy,

speech therapy, respiratory therapy, nutritional services and medical services.

(13) "Intermediate nursinR care" means those services provided in a nursing

home or by a home health care agency licensed by the Department of Health, or

those services provided in an adult day care facility licensed by the Department
of Public Welfare, or those services meeting the appropriate licensing or
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65.04: continued

certification requirements of the state in which they are provided. Such
services shall he at a minimum: routine nursing services and periodic availability

of skilled nursing services, restorative and other thcropcutic services.

(14) "Lifetime maximum bene fit perio d' means the mn.ximum period for which
benefits will be paid. I lie minimum number of available days per year shall be

366 days, unless the lifetime maximum benefit period has expired. Such
lifetime maximum benefit period must be stated in terms of days rather than In

terms of years or months of benefit. The lifetime maximum benefit period

applies once in the duration of the policy. Interruptions of benefit use are nol

accumulated toward this lifetime maximum benefit period.

(15)
"
Lifetime maximum dollar amount" means the maximum dollar amount

for which benefits shall be paid. The minimum number of available days per
year shall be 365, unless the lifetime maximum dollar amount has been paid

out. The lifetime maximum dollar amount applies once in the duration of the

policy.

(16) "Long-term care Insurance" means any Insurance policy advertised,

marketed, offered or designed to provide coverage for each covered person on
an expense incurred, indemnity, prepaid or other basis, for at least the range of
services and other minimums required in 211 CMR 65.00. Such term includes
Individual and group conversion policies or riders whether issued by Insurers,

nonprofit hospital or medical service corporations. Long-term care Insurance
shall not include any insurance policy which 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 as defined in 211 CMR 42.00 or 47.00.

Long-term care insurance also shaU not include any contract or arrangement
which offers long-term care services In conjunction with housing such as the

benefits provided In a continuing care retirement community provided such
contract or arrangement is otherwise governed or regulated under the Insurance
laws.

(17) "Managed long-term care delivery system" means a system or network of
providers arranged and/or controlled by a managed long-term care plan. Such
systems provide a range of long-term care services with provisions for effective
utilization controls and quality assurance. In the case of provision of long-term
care in the managed care environment, a care manager or other qualified
Individual may develop and coordinate a care plan of appropriate long-term care
services.

(18) "Managed long- term care plan " means a plan which provides and/or
arranges for tfie delivery of covered long-term care services through a managed
long-term care delivery system.

(19) " Medic aid" means the reimbursement system under Title XIX of the

Federal Social Security Act 42 USCS 1396 ej seq., as amended,

(20) A "medically nec essa ry" servic e means one which:

(1) is In accordance with accepted standards of medical practice for Ihe

diagnosis and treatment of the insured's condition; and

(2) is delivered in the least intensive health care setting required by the

insured's condition when possible; and

(3) is not solely for the convenience of the insured or the Insured's family
or health care provider, except for respite care as defined herein.

(21) "Medicare" means Title XVlll of the Social Security Act, "Health
Insurance for the Aged Act", 42 USCS §1395 et scq., as amended.

(22) "Mental or nervous disorder" means 8 condition as described in the

standard nomenclature of the American Psychiatric Association.
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(23) "Noucancellable" means that the insured has the right to continue the
long-tcnn care insurance in force by the timely payment of premiums during
which period the insurer hftf no ripht In unilntrrally make any change In any
provision of the policy or rider(s) or in the premium rate.

(24) lNu_rsjnj»_home" means a facility which is primarily engaged in providing
nursing care and related services on an inpatient basis under a license issued by
the Department of Public Health or the appropriate licensing agency of the
state in which it is located. It may be a freestanding facility, or it may be a
distinct part of a facility, Including a ward, wing, unit or a swing-bed of a
hospital or other institution.

(25) IPplicjj; means any policy, plan, certificate, contract, agreement,
statement of coverage, rider or endorsement which provides long-term cara
insurance as defined herein whether on an Indemnity reimbursement, service or
prepaid basis.

(26) ^r^ex|sJm^p^djJmrT means a medical condition for which an insured
received diagnosis or treatment during the six-month period prior to the
effective date of coverage. No policy may exclude coverage for loss or
confinement which is a result of a pre-existing condition unless the loss or
confinement begins within the initial six months following the covered person'g
effective date of coverage.

(27) iriespite_c.a_re" means short-tenn or periodic care which is required In
order to maintain the health or safety of the insured and to give temporary
relief to the primary caretaker from his or her caretaJung duties. Respite care
can be provided in a person's home, a nursing home, a social day care or adult
day care facility or in an adult foster care program.

(28) ^Skilled nursing care" means those services provided in a nursing home or
by a home health care agency licensed by the Department of Public Health, or
those services provided in an adult day care facility licensed by the Department
or Public Welfare, or those services meeting the appropriate licensing or
certification requirements of the state in which they are provided. Such
services shall be at a minimum: skilled nursing services, restorative services and
therapeutic services.

(29) "Social day care" means those services which meet the applicable
standards set by the Executive Office or Elder Affairs . Such services may
include: assistance with walking, assistance with mealtime activities, assistance
with grooming, nutrition services, and planned recreational and social activities
designed to encourage physical and mental exercise and stimulate social
interaction.

65.05: Minimum Standards lor Coverage

The only polices permitted are those that meet the requirements in 211 CMR
65.05(1) or (2) below.

Benents used herein are not intended to prevent the insureis from
broadening the benefit(s) required.

(1) Nursing Home and Home Health Care Policies .

(a) Scope of Benefits
(i) All policies must provide skilled nursing care, intermediate nursing
care and custodial care in a nursing home. In addition, all policies must
provide home health care. (Mandatory Benefits].
(ii) Policies may provide adult day care, adult foster care, chore care,
homemnker care, respite care and social day care benefits. (Optional
Benefits).

(iii) Othnr Optional Benefits may be offered with the prior approval of
the Commissioner.

(b) Minimum Standards for Mandatory Benefits
(i) Skilled nursing care, intermediate nursing care and custodial care in
a nursing home.
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(ii) participation in a felony, riot or insurrection;
(iii) service in the anned forces or units auxiliary thereto;
(iv) attempted suicide or intentionally self-inflicted injury; or
(v) aviation (this exclusion applies only to non-fare paying passengers),

(c) Treatment provided in a government facility (unless otherwise required
by law); services for which benefits are available under Medicare or other
governmental program (except Medicaid); any state or federal workers'
compensation, employer's Liability or occupational disease law, or any motor
vehicle no-fault law; services provided by a member of the covered person's
immediate family and services for which no charge is normally made in the
absence of insurance.

(2) Limitatio ns.

(a) Ment al or Nervous Disorders, Alzheimer's Disease and Alcoholism . No
policy may exclude mental or nervous disorders or alcoholism. Polices shall
cover Alzheimer's disease and related dementias. Insurers shall have
established criteria recognized by the National Institute of Neurological
Communicative Disorders and Stroke - Alzheimer's Disease and Related
Disorders Association (N1NCDS - ADRDA) or other expert(s) recognized by
the Division of Insurance, other than brain biopsy or autopsy, for determining
the existence of a demonstrable organic cause. These criteria shall be
maintained in written form and shall be available to any insured and the
Commissioner upon request. Coverage for mental or nervous disorders,
alcoholism and Alzheimer's disease may be subject to any applicable
provision of this regulation, including limitations on coverage for
pre-existing conditions described in 211 CMR 65.04(23) and 65.06(2)(e).
(b) Elimination Period . No elimination period shall be longer than 100 days,
whether benefits are received in a nursing home or at home. A day on which
any home health care service is rendered shall be equivalent to a day spent
in a nursing home. The application of more than one elimination period shall
not be allowed unless the insured has received no benefits for a period of at
least 180 consecutive days.

(c ) Lifetime Maximum Benefit Peri od. A lifetime maximum benefit period
contained in a long-term care policy shall be stated in terms of days for
which benefits are paid or services are received by the insured. The days
which are counted toward the lifetime maximum benefit period must be days
for which the insured has actually received one or more contract benefits or
services. Regardless of the number or duration of the contract services
rendered in a given day, only a single day may be counted toward the
lifetime maximum benefit period. The minimum available number of days
per year shall not be less than 365 days unless the lifetime maximum benefit
period has expired. If benefits or services are not received on a given day,
that day may not be counted. Waiver of premium shall not be considered a
contract benefit for purposes of accrual of days under this section.
(d) Prior Treatment Requirements .

(i) Prior hospitalization may not be used to condition benefits,
(ii) Benefits for any level of care in a nursing home may not be
conditioned upon the receipt of any other level of care in a nursing home,
(iii) Prior nursing home confinement may not be used to condition home
health care benefits.

(e) Standa rds for Benefit Eligibility .

(i) Skilled nursing care, intermediate nursing care, home health care and
adult day care benefits may be conditioned on the standard of "medically
necessary" or "disability" as defined herein.
(ii) Custodial care benefits may be conditioned on the standard of
"disability.

- '

but may not be conditioned on the standard of "medically
necessary" as defined herein.
(iii) Adult foster care, chore rare, hornemaker care, social day care, and
respite care benefits may be conditioned on the standard of "disability"
but may not be conditioned on the standard of "medical necessary" as
defined herein.

(iv) All benefits may be subject, however, to provisions for care
management under iii CMR 65.01(3) and 65.06(2)(f).

W Pie-existing Conditions. No long-term care insurance policy may
exclude coverage for a service o* confinement relating to a pre-existing
condition, unless the policy exclusion satisfies the definition in 211 CMR
65.0-1(26).
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Benefits may not be less thon $50 per day, regardless of whether
accrued benefits are measured in terms of days or dollar amount. No
benefit need exceed the actual expense incurred,

(ii) Home Health Care
Benefits per day may not be less than 50% of the benefit level for a

day in a nursing home. No benefit need exceed the actual expense
incurred,

(iii) Lifetime Maximum Benefit

a. Combined days of coverage per lifetime maximum benefit period
for the benefits described in (i) and (ii) above may not be less than 730
days. Days shall be counted in accordance with 211 CMR 65.06(2)(c).

The minimum number of days of coverage available per year may not
be less than 365 days for the benefits described in (i) and (ii) above
unless the benefit has expired; or

b. Combined amount of coverage per lifetime maximum benefit

amount for the benefits described in (i) and (ii) above may not be less

than $36,500. The minimum number of days of coverage available per
year may not be less than 3G5 days for the benefits described in (i)

and (ii) above unless the benefit has been paid out.

c. Minimum Standards for Optional Benefits

Optional benefits including adult day care, adult foster care, chore
care, homemaker care, respite care and social day care shall not be so

limited in scope as to be of no substantial economic value to the

insured.

(2) Home Hea l th Ca re Policies .

(a) Scope of Benefits

(i) All policies must provide home health care. (Mandatory Benefit).

(ii) Policies may provide adult day care, adult foster care, chore care,

homemaker care, respite care and social day care benefits. (Optional

BenefitsJ.

(iii) Other Optional Benefits may be offered with the prior approval of

the Commissioner.
(b) Minimum Standards for Mandatory Benefits

(i) Home Health Care
Benefits may not be less thon $25 per day regardless of whether

benefits are measured in terms of days, years, or dollar amounts. No
benefit need exceed the actual expense incurred,

(ii) Lifetime Maximum Benefit

a. Total days of coverage per lifetime maximum benefit period for

the benefit described in (j) above may not be less than 312 days. Days
shall be counted according to 211 CMR 65.06(2)(c). The minimum
number of days of coverage available per year may not be less than

365 days unless the benefit period has expired or the benefit amount
has been expired; or

b. Total amount of coverage per lifetime maximum benefit amount
for the benefit described in (i) above may not be less than $18,250.

The minimum number of days of coverage available per year be may
not be less than 365 days unless the benefit period has expired or the

benefit amount has been paid out.

c. Minimum Standards for Optional Benefits

Optional benefits including adult day care, adult foster care, chore

care, homemaker care, respite care and social day care shall not be so

limited in scope as to be of no substantial economic value to the

insureds.

65.06: Limitations and Exclusions

(1) Exclusions .

No policy may be delivered or issued for delivery in the Commonwealth as

long-term care insurance if such policy limits or excludes coverage by type of

illness, treatment, medical condition or accident, except for the following

permissible exclusions:

(a) Pre-existing conditions or diseases as defined and described in 211 CMR
65.01(26) and 65.06(6)(2)(e) herein.

(b) Illness, treatment or medical condition arising out of:

(i) war nr net nf war (whether declared nr undeclared):
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(b) A long-term care insurance policy shall have the words "This is a

limited policy - Read it carefully" and "This policy does/does not provide

coverage for care in a nursing hooie" printed on or attached to the face of

the policy in not less than 18-point bold-face type or in some other manner
that distinguishes it from the print otherwise appearing in the policy.

(c) In the event that the policy is issued on a basis other than that applied

for, a disclosure statement properly describing the policy must accompany
the policy when it is delivered and contain the following statement, in no

less than 12-point type, immediately above the company name: "NOTICE:
Read this disclosure statement carefully. The coverage you originally

applied for has not been issued. This policy is therefore not identical to the

coverage you requested - it differs in the following respects: [ list J."

(2 ) Renewability . All long-term care insurance policies shall contain a

renewnbility provision, as required by 211 CMR 65.07 above. Such provision

shall be appropriately captioned and shall appear on the first page of the policy.

(3) Riders and Endorsemen ts. Both the insurer and the insured have the right

to accept or decline any proposed rider or endorsement, unless the law requires

otherwise. Riders or endorsements shall be accepted or declined in writing.

The amount of any change in premium shall be set forth in the policy, rider or

endorsement. This provision does not permit the insurer to issue any policy that

does not comply with the benefits and standards required in 211 CMR 65.00.

(4) Payment of Bene fits. A long-term care insurance policy which provides for

the payment of benefits based on standards described as "usual and customary,"
"reasonable and customary" or words of similar import shall include a definition

of such terms and an explanation of such terms in its accompanying outline of

coverage.

(5) Limitations . If a long-term care insurance policy contains any limitations

with respect to pre-existing conditions, such limitations shall appear as a

separate paragraph of the policy and shall be labeled as "Pre-existing Condition
Limitations."

65.10: Requirements for Replacement

(1) Question Concerning Replacement. Long-term care insurance application

forms shali include a question designed to elicit information as to whether the

proposed insurance policy is intended to replace any other accident and sickness

or long-term care insurance policy presently in force. A supplementary
application or other form to be signed by the applicant containing such a

question may be used.

(2) Solicitations Other than Direct Response . Upon determining that a sale

will involve replacement, an insurer other than an insurer using direct response

solicitation methods, or its agent shall furnish the applicant, prior to issuance or

delivery of the individual long-term care insurance policy, a notice regarding

replacement of accident and sickness or long-term care coverage. One copy of

such notice shall he retained by the applicant and an additional copy signed by

the applicant shall be retained by the insurer. The required notice shall be
provided in the following manner:

NOTICE TO APPLICANT REGARDING REPLACEMENT
OF INDIVIDUAL ACCIDENT AND SICKNESS OR LONG-TERM CARE INSURANCE

According to [your application) (information you have furnished), you intend

to allow your policy to expire or otherwise terminate existing accident and

sickness or long-term care insurance and replace it with an individual long-term
care insurance policy to be issued by (Company Name) Insurance Company.
Your new policy provides ten (10) days within which you may decide, without

cost, whether you desire to keep the policy. For your own information and

piotection, you should be aware of and seriously consider certain factors which
may affect the insurance protection available to you under the new policy.
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(g) Care Management . Benefits may be disallowed if specific care
management standards are not met. A care management program shall

establish a needs assessment tool which measures functional ability. The
insurer must give the insured or his or her representative a right of appeal to

the insurer whenever benefits are disallowed for failure to meet care

management standards. The insurer must file with the Division of Insurance

a description of its policy and procedures regarding care management and
the mechanism by which insureds may appeal care management decisions,

(h) Inflation Adjus tment . An insurer shall make available, at the time of

application, an option to increase benefits in order to adjust for inflation.

An additional premium may be required for the benefit increase. This initial

option to increase the benefit level must be offered to every insured without
additional underwriting. For example, at the time of application, if an
insured selects an option to increase benefits in order to adjust for inflation

he or she must be underwritten on the same basis as an Insured who declines

such an option. The disclosure statement set forth in Appendix B. 211 CMR
65.16 shall be attached to every inflation adjustment offering whether it is

made at the time of initial application or at any subsequent time,

(i) Medic are E ligibility . No long-term care insurance policy may restrict or

deny benefits because the insured is not eligible for Medicare,

(j) Improvement Requirement. No long-term care insurance policy may
condition receipt of covered benefits by requiring that the insured is making
a "steady improvement", has "recuperative potential" or has "relumed to

pre-morbid condition" or words of similar import.

(k) Prohibited Agent Practices . In the negotiation or sale of any long-term
care insurance policy, no agent shall:

(i) fill out the medical history portion of the application, if any; or

(ii) knowingly sell a long-term care insurance policy to a Medicaid
client.

(I) Other Limitations, Exclusions or Conditions . Any other limitation,

reduction or exclusion must receive the prior approval of the Commissioner.

65.07: Renewability

No insurer shall refuse to renew any long-term care insurance policy, or
coverage or benefit thereunder, provided that the policy shall not contain
renewal provisions less favorable to the insured than "guaranteed renewable" as

that term is defined in 211 CMR 65.04(9). After written approval of the

Commissioner, an insurer may discharge its obligation to renew by obtaining for

the insured coverage with another insurer which provides equivalent benefits for

value paid.

65.08: Extension of Benefits

If a long-term care insurance policy is terminated while an insured is

confined in a nursing home, benefits provided as a result of receiving nursing

home services shall continue until discharge from the nursing home, expiration

of the policy lifetime maximum benefit period, if any, or payment of the

maximum benefits for nursing home services or maximum benefits under the

policy, whichever comes first. For the purposes of this provision, continuous

nursing home confinement shall include being transferred to another nursing

home or receiving another level of nursing care in a nursing home or for the

transfer back to a nursing home from a trmporary/acute hospitalization. This

subsection shall not apply if coverage under the policy terminates because of

failure of the policyholder to pay the premium within the time required, except
when the policyholder has been granted a waiver of premium.

65.09: Required Disclosure Provisions

(1) Disclosure Statement .

(a) No long-term care insurance policy shall be delivered or issued for

delivery in the Commonwealth urdess the disclosure statements in Appendix
A and Appendix B are completed and delivered to the applicant at the time

application is made. The disclosure statement shall be plainly printed in

light-faced type of a style in general use, the size of which shall be uniform
and not less than ten-point with a lower-case unspaced alphabet length not
Ifss thnn one-hundred and twenty-point.
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(Company Name)

65.11: Discretionary Powers of Commissioner

The Commissioner may upon written request issue an order to modify or

suspend a specific provision or provisions of this regulation with respect to a
specific long-term care insurance policy upon a written finding that:

(1) The modification or suspension would be in the best interest of the

insureds; and

(2) The purposes to be achieved could not be effectively or efficiently

achieved without the modification or suspension; and

(3) (a) The modification or suspension is necessary to the development of an
innovative and reasonable approach for long-term care insurance; or

(b) The modification or suspension is necessary to permit long-term care
insurance to be sold as part of, or in conjunction with, another insurance

product.

65.12: Policy Forms and Rate Filings

(1) The provisions of 211 CMR 47.09 shall not apply to long-term care
insurance policy forms and rate filings.

(2) Policy Forms
(a) All submissions are to be addressed to Massachusetts Division of
Insurance, Policy Review Section, 280 Friend Street, Boston, MA 02114.
(b) The statutory filing fee shall accompany each form submitted each time
it is submitted, whether for preliminary or final review. Payment shaU be by
check payable to the COMMONWEALTH OF MASSACHUSETTS, DIVISION
OF INSURANCE.
(c) To facilitate prompt reply, insurers shall enclose with each submission a

stamped, addressed return envelope of the appropriate size.

(d) Each form submitted for final approval must be printed, be a printer's

proof, or be in the form in which it will be issued.

(c) Any form in which the printed text has been altered will not be
accepted for final approval.

(f) Each form shall display an identification code not to exceed thirteen

spaces on the lower left hand corner of the first page.

(g) The cover letter shall be submitted in duplicate.

(h) The submission of a rider, application or endorsement shall specify the

policy or group of policies with wlu'ch it will be used. The identification

code of such policy or group of policies shall be given together with, if

possible, the approximate date of the original filing to expedite review. If a

new form makes references to the provisions of a form previously used that,

did not require filing or approval, it shall be accompanied by such previous

form for reference purposes.

(i) For new policy forms, the number of riders or amendments shall be kept

to a minimum and periodic updates incorporating changes are expected in

order to avoid policy and rider combinations which have a tendency to

mislead or confuse the policyholder.

All submitted material shall be completed with appropriate hypothetical

data.

(k) Applications to be attached to policy forms upon issue must be attached
to such forms upon submission. If such an application was previously filed

and approved or deemed approved, the approximate date of such approval

must be noted, if possible. Policy summaries must also be filed with the

corresponding policy forms (i.e.. the materials required in Appendix A and
Appendix B).

(I) The cover letter must state whether the form is new or replaces an
approved or previously filed form or forms.

11 !
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1. Health conditions which you may presently have (pre-existing conditions),

may not be immediately or fully covered under the new policy. This could result

in denial or delny in payment of benefits under the new policy, whereas a similar

claim might have been payable under your present policy.

2. You may wish to secure the advice of your present insurer or its agent

regarding the proposed replacement of your present policy. This is not only your

right, but it is also in your best interest to make sure you understand all the

relevant factors involved in replacing your present coverage.

3. If, after due consideration, you still wish to terminate your present policy

and replace it with new coverage, be certain to truthfully and completely

answer all questions on the application concerning your medical health history.

Failure to include all material medical information on an application may
provide a basis for the company to deny any future claims and to refund your

premium as though your policy had never been in force. After the application

has been completed and before you sign it, reread it carefully to be certain that

all information has been properly recorded.

The above "Notice to Applicant" was delivered to me on:

(Dale)

(Applicant's Signature)

(3) Direct Response Solici tatio ns. Insurers using direct response solicitation

methods shall deliver a notice regarding replacement of accident and sickness or

long-term care coverage to the applicant upon issuance of the policy. The

required notice shall be provided in the following manner:

NOTICE TO APPLICANT REGARDING REPLACEMENT
OF ACCIDENT AND SICKNESS OR LONG-1 ERM CARE INSURANCE

According to (your application) (information you have furnished], you intend

to allow your policy to expire or otherwise terminate existing accident and

sickness or long-term care insurance and replace it with the long-term care

insurance policy delivered herewith issued by (Company Name) Insurance

Company. Your new policy provides thirty (30) days within which you may
decide, without cost, whether you desire to keep the policy. For your own

information and protection, you should be aware of and seriously consider

certain factors which may affect the insurance protection available to you

under the new policy.

1. Health conditions which you may presently have (pre-existing conditions),

may not be immediately or fully covered under the new policy. This could result

in denial or delay in payment of benefits under the new policy, whereas a similar

claim might have been payable under your present policy.

2. You may wish to secure the advice of your present insurer or its agent

regarding the proposed replacement of your present policy. This is not only your

right, but it is also in your best interest to make sure you understand all the

relevant factors involved in replacing your present coverage.

3. [To be included only if the application is attached to the policy. 1 If, after

due consideration, you still wish to terminate your present policy and replace it

with new coverage, read the copy of the application attached to your new policy

and be sure that all questions are answered fully and correctly. Omissions or

misstatements in the application could cause an otherwise valid claim to be

denied. Carefully check the application and write to (Company Name and

Address) within thirty (30) days if any information is not correct and complete,

or if any past medical history has been left out of the application.
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c. The anticipated expenses, itemized as follows:

1. the commission scale applicable to this form;
2. a detailed list of all other expenses, including, but not limited

to, per claim expense, taixes, underwriting expenses and
acquisition expenses;

3. identification of expenses which are fixed and those that are

variable during the period for which these rates will be in effect;

d. The expected claim costs.

(b) Initial Rate Filing s. In addition to complying with all the requirements
set forth in 211 CMR 65.12(4)(a) above, initial rate filings shall be
accompanied by an actuarial memorandum containing:

(i) A display of annual claim costs for representative issue ages; and
(ii) Loss ratios, as follows:

a. Anticipated Annual Loss Ratios calculated using earned premiums
and incurred claims for the first ten policy years for representative
issue ages on a year-by-year basis.

b. Anticipated Future Loss Ratios calculated using earned premiums
and incurred claims for the Lifetime of the policy form for

representative issue ages. A reasonable rate of interest must be used
to calculate the lifetime loss ratios.

c. The Aggregate Anticipated Loss Ratio calculated using earned
premiums and incurred claims for the lifetime of the policy form. In

addition to using a reasonable rate of interest to calculate the

lifetime aggregate loss ratio, a reasonable distribution of ages,

benefit options and other assumptions which may affect the results

shall be used and shall be described in the rate filing.

(c) Rate Modification Filings . In addition to complying with all the

requirements set forth in 211 CMR 65.12(4)(a) above, rate modification
filings shall comply with the following additional provisions:

(i) The following standards for maintaining experience data shall apply
with respect to policies approved for sale to individuals. These data are

required to support rate modifications. Only rate modifications which
account for changes in the expected future costs and utilization of

benefits will be approved. Generally, at least five years of relevant data
which exhibit a clear trend in cost or utilization or both combined are

required. If less than five years of relevant data are available or if no
sustained trend is evident in the data, then a rate modification must be
supported by including in the filing other sources of data,

(ii) Maintaining Experience. Premium and loss data shall be recorded
for each long-term care insurance policy form. When significant

variations in benefits are permitted under a single policy form,

experience shall be maintained in a manner that allows separate
examination of possible variations in experience by level of benefits.

Experience data shall be maintained on the basis of fund accounts and
shall show for each calendar year from form inception:

a. Premiums written or paid

b. Each reserve component
c. Earned premiums
d. Paid losses

e. Incurred losses

f. Investment income

g. Provision for reserves. Each reserve category shall be separately

shown.

h. Expenses

i. Croup conversion subsidy on conversion forms

j. Taxes
Rate modification filings which do not include this fund account data

shall not receive approval.

(iii) Flat percent rate modification requests will not be approved unless

the rate filing sppcifically demonstrates the fairness of the underlying

rating methodology.

A M 'm 211 CMR - ^OS.
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(in) If a form replaces a previously approved or filed form, the

identification code of the replaced form must be noted. Where an entire

form has been rewritten to improve its readability, a general description of

changes is sufficient. Substantive changes shall be carefully noted,

(n) If a form was previously disapproved, this fact must be set forth in the

cover letter with the reasons why the form is being resubmitted,
(o) Each submission must include a certification by a company official that

each form meets the objective standards of M.G.L. c. 175, s.2B. The Flesch
score for each form must be stated in the certification; a statement to the

effect that the score exceeds 50 is not permitted. If an insurer feels that a

form is exempt from M.G.L. c. 175, s. 2B, the basis for this contention must
be stated in the cover letter.

(3) Rate Manual . Every insurer shall maintain on file with the Division an
up-to-date rate manual for all individual long-term care policies, riders, and
endorsements currently available for sale in Massachusetts. Such manual shall

include:

(a) name of the insurer on each page;

(b) table of contents or index; and
(c) identification by form number of each policy, rider or endorsement to

which the rates apply.

(4) Rate Fili ngs.

(a) The following provisions shall apply to all long-term care insurance rate

filings: h

(i) One copy of a rate filing must be submitted with:

a. Each policy, rider, or endorsement that affects the premium rate

to be charged.

b. All changes in premium rates, whether made by endorsement to a

policy, by incorporating into a policy by reference a table of rates on
file with the Commissioner, or otherwise. In the case of rate

changes, filings shall note the extent of the changes.
c. Rate filings shall include properly identified rate manual pages,

which may be in typed draft or other preliminary form. Policies shall

not state or imply that the Massachusetts Division of Insurance does
not review the reasonableness of rate increases.

(ii) Each rate filing shall be accompanied by the following certification,

signed by a responsible company officer:

I, as a duly authorized office of XYZ Company, certify that the

Long-Term Care Policy Form for which these rates are being filed Is in

full compliance with Massachusetts statutes and regulations and that this

Form will be kept in compliance while these rates are in effect,

(iii) Each rate filing shall be accompanied by two copies of an actuarial

memorandum prepared and certified by a qualified actuary, as defined In

the instructions for the Life and Accident and Health Annual Statements
Blank. The actuary shall certify as follows:

I certify that I have prepared or supervised the preparation of this

actuarial memorandum. I certify that the (new or modified) premiums
are reasonable in relation to the benefits provided, that the premiums are

adequate, that the premiums are not excessive, and that the premiums
are fair to policyholders under Ihis policy form. I further certify that the

minimum loss ratio standards of 21 1 CMR 65.12(5) are met.
(iv) The actuarial memorandum required by 211 CMR 65.12(4)(a)(iii)

above shall contain where appropriate:

a. The detailed formulas or detailed methods used to obtain the

gross premiums.
b. A list of all assumptions made in rate calculations, including, but

not limited to, mortality tables, morbidity tables, lapse (persistency)

tables, experience studies involving long-term care facility admission

rates, length of confinement, etc.;

4/14/nn 21! CMR - 308.3
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In a Day Care Facility

Adult Day Care
Social Day Care
No benefit

In an Adult Foster Care Program

Adult Foster Care
No benefit

Respite Care

Adult Day Care
Adult Foster Care
Home Health Care
Nursing Home
Social Day Care
No benefit

B. ELIMINATION PERIOD . This policy includes an elimination period of:

( ) days of a nursing home benefit or home health care benefit counted
together.

For the purpose of calculating the elimination period, one day of home
health care benefit shall be equivalent to one day of nursing home benefit.

During the elimination period, this policy pays no part of the cost of care.

C. BENEFITS PROVlDEn BY THIS POLICY . After the elimination period, this

policy pays the following benefits llist only the appropriate benefitsj:

1. Skilled nursing care, intermediate nursing care, custodial nursing care in a

nursing home :

$ /day, up to a maximum of days or dollars per lifetime

maximum benefit period/amount (choose whichever is appropriate).

(List preconditions, if any, of medically necessary, disability, and/or care

management).

2. Home health care :

(i) $ /day, up to a maximum of days or dollars per lifetime

maximum benefit period/amount (choose whichever is appropriate)

[List preconditions, if any, of medically necessary, disability and/or care

management).

3. Adult d a y care :

$ /day, up to a maximum of days or dollars per lifetime

maximum benefit period/amount (choose whichever is appropriate).

(List preconditions, if any, of medically necessary, disability and/cr care

management).

4. Adult foster care :

/day, up to a maximum of days or dollars per lifetime

maximum benefit period/amount (choose whichever is appropriate).

(List preconditions, if any, of disability and/or care management).

5. Chore ca re:

/day, up to a maximum of day or dollars per lifetime

maximum brnefit period/amount |chnosc whichever is appropriate).

(List preconditions, if any, of disability and/or care management).

6. Homemaker care:

/day. up to a maximum of day or dollars per lifetime

maximum benefit period/amount |rhonse whichever is appropriate).

(List preconditions, if any. of disability and/or care management!.
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(5) Minimum Ev aluat ion Standards. Any long- term care insurance rates,

whether initial or revised. shaU be disapproved unless the aggregate lifetime

loss ratio is:

(a) 60% for policies sold as slandnrd individual policies; and
(b) 80% for policies sold as group conversion policies.

"Aggregate lifetime loss ratio" for a policy form means the present value at

form inception of all expected future benefits under the form divided by the

present value at form inception of all future premiums to be received under the

form.

(6) Time Provis ions. The following provisions shall apply to long-term care
insurance policies governed by this regulation. Policies subject to M.G.L.
cc. 176, 176A and 176D shall he governed thereby.

(a) If a filing has been disapproved and is resubmitted, the cover letter shall

note the disapproval and any changes made since the earlier filing, with an
explanation of how the new filing corrects the grounds for prior disapproval

Inclusion of the original filing will expedite review of the resubmission.

Resubmission of disapproved form should, where possible, be made within 90
days of disapproval.

(b) The filer shall have the right to request a hearing within 10 days of

receiving a final disapproval. Within 20 days of the receipt of the request,

the Division shall schedule a date for the hearing, which shall occur within

30 days of the scheduling. At least 10 days written notice of the hearing

shall be given to all interested parties.

(c) The hearing officer may order a pre-hearing conference for the

resolution or simplification of issues, to be held no less than three days prior

to the scheduled date of a hearing.

(d) For a time period of 10 days or less, only business days shall be
counted. For time periods greater than 10 days, calendar days shall be used.

65.13: Effective Date

This regulation shall take effect on August 1. 1989. Long-term care
insurance policies not meeting the requirements of this regulation may not be

issued or delivered in this state on or after this date.

65.14: Severability

If any section or portion of a section of this rrgulation, or the applicability

thereof to any person or circumstance is held invalid by any court of competent
jurisdiction, the remainder of the regulation, or the applicability thereof to

other persons or circumstances, shall not be affected thereby.

65.15: Appendix A

REQUIRED DISCLOSURE STATEMENT TO BE
DISTRIBUTED WITH POLICY CERTIFICATE

1. TH IS IS A LIMITED POLICY . This policy may not cover all the expenses

associated with your long-term care needs.

[If this is a home health care policy, as defined in 211 CMR 65.04 and 65.05,

the following shall be stated: This policy does not provide any benefits for care

received in a nursing home.)
The following benefits are covered in this long-term care policy as indicated

below: [Choose those which are appropriate].

In a Nursing Home In Your Home

Skilled Nursing Care Home Health Care
Intermediate Nursing Care Homemaker Care
Custodial Care
Chore Care
No benefit
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65.15: continued

1. Pre-existing conditions. (Insert appropriate statement that explains this

provision].

2. (List any medical conditions excluded from coverage for all

policyholders!.

3. [List ail other exclusions and limitations which pertain to applicant].

F. YOU MAY CALL AT IF YOU HAVE ANY
QUESTIONS CONCERNING THIS POLICY.

Read your policy c arefully . This disclosure is a very brief summary of your

policy. The policy itself sets forth the rights and obligations of both you and the

insurance company. Therefore, if you purchase this policy, or any other policy,

it is important that you READ YOUR POLICY CAREFULLY. You have
days to look over your policy. If you wish to return it in that time you will

receive a full refund of your premium.

65.16; Appendix B: Disclosure Statement for Inflation Adjustment

(At the time an insurer makes available to an insured the option to obtain

increased benefit levels, to begin immediately or at some time in the future, the

insurer must provide a written disclosure statement which has been filed with

the Division of Insurance and is subject to the disapproval of the

Commissioner. The Disclosure statement shall contain the following:]

(1) "The purpose of an inflation rider or other option to increase benefit levels

is:

(2) The method used to calculate the expected increase in benefits and
premiums is:

(3) The annual cost of the inflation adjustment is:

(A statement in the following form or its equivalent:]

Most recent Most recent

year three yea r

average

1. CP1 *

Boston Area**
U.S.A.

2. Medical c are services

component of CPJ *

Boston Area**
U.S.A.

[Name of Company] Long-Term
Care Policy

*Based on all urban consumers of the Consumer Price Index (CP!)

published by the U.S. Department of Labor, Bureau of Labor Statistics.

**Boston area is the Boston. Lawrence. Salem, Massachusetts and

New Hampshire Consumer Metropolitan Statistical Area.



211 CMR: DIVISION OF INSURANCE

65.15: continued

7. Respite Care :

$ /day, up to a maximum of days or dollars, per lifetime

maximum benefit period/amount [choose whichever is appropriate).

[List preconditions, if any, of medical necessity, disability and/or care
management]

8. Social day care :

$ /day, up to a maximum of days or dollars per lifetime

maximum benefit period/amount [choose whichever is appropriate).

(List preconditions, if any, of disability and/or care management).

D. PREMIUM
1. The total annual premium for the policy is:

2. The premium docs/does not automatically increase with age. (Provide an
explanation of this mechanism if there is an automatic increase).

3. The premium varies/does not vary with the riders or endorsements you
choose. [Indicate the portion of annual premium which corresponds to each
benefit option, if applicable).

E. INFLATION AUIUSTMENT
1. At the time of application you have the option to purchase an inflation

adjustment rider.

2. (At the time of application and at all subsequent inflation adjustment
offerings (if there are any subsequent offerings explain conditions) each
insurer is required to provide the following information and the information
in Appendix B:)

(The insurer will explain the purpose of the inflation adjustment and the

method used to calculate the expected increase in benefits and premiums.]
(The insurer will, on a standardized form (Appendix B). compare the

increase in benefits in the long-term care policy lo the Boston-area and
national Consumer Price Index as well as the Boston-area and national

medical care services component of the Consumer Price Index, so that

policyholders may better understand what the policy benefit increase means.)

F. ADDITIONAL FEATURES

This pol icy:

1. is not a Medicare Supplement policy.

2. is guaranteed renewable / is noncanccllable for your lifetime.

3. docs cover Alzheimer's disease and related dementias, subject to

applicable pre-existing condition requirements.

4. is/is not subject to automatic premium increases as you get older.

5. is/is not subject to across the board premium increases for all

policyholders in your class.

6. does offer an inflation adjustment rider at the time of initial application.

7. docs/does not offer an inflation rider at any time after you fill out the

initial application.

8. does/does not contain special age limitations for purchase.

9. covers/never covers services due to pre-existing conditions (existing

health problems) if the services begin in the first months of the policy.

OR 9. does/does not cover services due to pre-existing conditions (existing

health problems) for a period of months from policy issue.

10. does/does not have an elimination period of days before benefits

are payable by this policy.

11. does/does not offer a waiver of premium after days

of benefits.

E. LIMITATIONS AND EXCLUSIONS . This policy excludes coverage for the

following:



APPENDIX E

C. Queuing Procedures

The queuing protocol (Appendix I) describes the Items and the

procedures agreed to by the sites for assignment Into the case mix

categories. The Implementation of the queue Is quite straightforward.

Applicants are assigned to one of three functional status groups using the

following decision-making rules:

1) Severely Impaired: One or more ADL limitations and/or the
applicant checks the question, "he/she must stay In bed all or
most of the time".

2) Moderately Impaired: No ADL limitations. "Needs help of another
person or a special aid In getting around" or "has trouble
getting around freely".

3) Unimpaired or Mildly Impaired: No ADL or Mobility limitation.
The specific steps Involved In Implementing the queue at each site are

1. Data from the queuing questions on the completed application
form determine the applicant's Impairment category.

2. The category of new applicants Is compared to the actual case
mix In the plan when they apply. Applicants can be queued If

their Impairment category places them In a case mix category for
which the plan Is oversubscribed.

3. Queued applications are accepted on a date-received basis as the

case mix categories allow. Applicants are notified whether or

not they have been accepted, or have been placed on a "waiting

list" until the category becomes open. The notification letter
Indicates, as appropriate, the date upon which the plan Is

requesting effective enrollment (if accepted); procedures to be

used in filling vacancies (in the case of queued applicants);
and, explanation of reason for denial (i.e., no Part B coverage,

etc.)

.

4. If applicants placed on the queue need immediate help, the plan

attempts to provide information and referral services.

5. The SCAN and Elderplan sites reserved the option of closing down

the waiting list for each quota. Otherwise the waiting lists

may become too long due to the potential strength of the adverse

selection factor in the market area, or because of the number of

existing enrollees who already fall in each quota. In this
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case, applicants waiting for these slots will be formally
advised that the program Is filled temporarily and will be

notified at a later date when and how to apply. No site has
closed Its queue as of this date.

These steps are followed by all of the sites which queue.

The sites set their enrollment goals based on the Health Interview

Survey and Current Medicare Survey data adjusted regionally; the goal was

to assure a case-mix comparable to that found In the local community served

by each S/HMO site. The targeted case mix for each of the sites by

Medicare and Medlcaid-only segments are presented In Figure 1.

Excerpt from a report by W. Leutz
to the Health Care Financing
Administration (HCFA) on Social Health
Maintenance Organizations (S/HMOs)
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Maximum
Scon Score

APPENDIX F Pedant...

Examiner

Date ...

'M1N1-MBNTAL STATE"

ORIENTATION
5 ( ) What ii the (year) (leason) (date) (day) (month)?
3 ( ) Where arewa: (state) (counry) (town) (hospital) (floor).

REGISTRATION
J ( ) Name 3 objects: I second to uy each. Then ask the patieot aU 3 afteT you have said them.

Give 1 poiot for each correct answer. Then repeat them until ho learns
aJl 3. Count trials and record.

TrtiJj

MfN1.MBHTAi.STA ft 197

ATTENTION AND CALCULATION

3 ( ) Serial 7's. 1 point for each correct. Stop after S answen. Alternatively spell "world'
1

backwards.

RECALL

3 ( ) Alk for the 3 objects repeated above. Olv a 1 point 'or each correct.

LANOUAOE
9 ( ) Name a pencil, and watch (2 points)

Repeat the following "No ifl, andi or buts." (I point)

Follow a 3-sts ge command:

'Take i paper In your right hand, fold It In naif, and put It on tht floor"

(3 points)

Read and obey the following:

CLOSE YOUR EVES (I point)

Write a sentence (1 point)

Copy design (1 point)

Totil score

ASSE9S level of conicloumeu aJong I continuum-
AJert Drowsy Stupor Coma

INSTRUCTIONS FOR ADMINISTRATION OF
MINI-MENTAL STATE EXAMINATION

ORIENTATION

(1) Ask for the date. Then uk specifically for parti omitted, e.g.. "Can you alio tell me what season

It Is?" One point for eich correct. ._ , .

(2) Ask In rum "Can you tell me the name of this bcspltd?" (town, counry, etc.). One point Tor each

correct.

REGISTRATION

Ask the patient if you may test his memory. Theo say the rimes of 3 unrelated objects, clearly and glow Ijr,

about one second for each. After vou have said all 3. ask him to repeat them. Thil tint repetition detarrnlnel

his score (0-3) but ke-p laying them until he can repeat all 3, up to 6 triaJi. If he doei not eventually learn

all 3, recall cannot be meaningfully tested.

ATTENTION AND CALCULATION

Ask the patient to begin with 100 and count backward! by 7. Stop after 5 lubtractlons (93, 86, 79, 72, 65).

Score the total number of correct answers. . . -_ --.

If the patient cannot or will not perform this tfflk. ask him to spell the word Vorld backwards. TM
score li the number of letters In correct order. E.g. dlrow s- 5, dlorw - 3.

RECALL

Ask the patient If he can recall the 3 words you previously asked him to remember. Score 0-3.

LANOUAOF

Naming: Show the patient a wrist watch and ask him *bat it it. Repeat for pencil. Score 0-2.

Repetition: Ask the patient to repeat the sentence a/:er >ou. Allow only one trial. Score or I.

i-Siage command: Give the patient a piece of plaJn blank paper and repeat the command. Score J point

for each part correc'.ly executed. F-l
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Reading: On a blank piece of paper print the sentence "Gosa your eyes", In letters large- enough for

the patient to tee cleerly. Ask him to road it md do what It sayi. Score I point only If he actually clout

hit eyes.

Writing: Olve the patient a blank piece of paper and ask hlrq to write a .•cnlince for you. Do not dictato

a sentence, It li to be written spontaneously. It must contain a subject tuid verb and be sensible. Correct

graramar and punctuation aro not necessary.

Copying: On a clean piece of paper, draw intersecting pentagons, each side about 1 'n., and ask him to

copy It exactly as It is. All 10 angles must be present and 2 must interact to score 1 point. Tremor ond
rotation are Ignored.

Estimate the patient's level of seosorlum along a continuum, from alert on the left to coma on the right.
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Table 4-3: Short Portable Mental Status

Questionnaire (SPMSQ)

1. What is the date today (month/day/year)? All

three correct to score.

2. What day of the week is it?

3. What is the name of this place? Any correct

description.

4. What is your telephone number? If no telephone,

what is your street address?

5. How old are you?

6. When were you born (month/day/year)? All

three correct to score.

7. Who is the President of the United States now?
8. Who was the President just before him?

9. What was your mother's maiden name?
10. Subtract three from twenty and keep subtract-

ing three from each new number all the way
down. Whole series needed to score.

Error score (out of 10): Add one if educated beyond
high school; subtract one if black; subtract one if not

educated beyond grade school.

Scoring: 0-2 errors: intact intellectual function

3-4 errors: mild intellectual impairment
5-7 errors: moderate intellectual impairment

8-10 errors: severe intellectual impairment
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APPENDIX G

DEFINITIONS

The following terms have the meanings as stated for purposes of
the Public-Private Partnership for Long Term Care Insurance.

(1) "Adult day care" means those services which Adult Day
Health Programs or similar programs approved by the
Department of Public Welfare are authorized to provide or
those services which meet the appropriate licensing or
certification requirements of the state in which they are
provided. Such services shall be at a minimum: nursing
services, occupational therapy, physical therapy, speech
therapy, social, recreational and educational events
designed to improve each participant's self-awareness and
level of functioning and training and assistance in
dressing, grooming, personal hygiene, use of special aids,
accident prevention, and activities of daily living.

(2) "Adult foster care" means those services which an Adult
Foster Care Program approved by the Department of Public
Welfare is authorized to provide, or those services which
meet the appropriate licensing or certification requirements
of the state in which they are provided. Such services shall
be at a minimum: room and board and personal care services
in a family-like setting.

(3) "Care management" means those procedures and standards
employed by an insurer which govern the prior approval
periodic recertification of covered services and the
determination of the appropriate level of care.

(4) "Case Mix" means the diagnosis-specific composition of a
nursing home's patient population.

(5) "Chore care" means those services designed to help
individuals remain in their homes and to make their home
habitable. Such services shall consist of the following
services where applicable: vacuuming (including the moving
of furniture) , washing floors and walls, defrosting
freezers, cleaning ovens, cleaning attics and basements to
remove fire and health hazards, changing storm windows,
heavy yardwork, snow shovelling and minor repairs of the
home) replacing windows, door and window locks, handrails
and safety rails, minor repair to stairs or floor and
weatherization)

.
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(6) "Class" means the underwriting and rating classifications
originally used at the time the policy was issued.

(7) "Commonwealth" means the Executive Office of Elder Affairs
and the Department of Public Welfare.

(8) "Custodial care" means those services provided in a nursing
home or by a home health care agency licensed by the
Department of Public Health, or those services meeting the
appropriate licensing or certification requirements of the
state in which they are provided. Such services shall be at
a minimum: assistance with activities of daily living and
may be provided by persons with or without professional
skills or training.

(9) "The Department of Public Welfare" means the single state
agency designated to administer the Medicaid program in
Massachusetts

.

(10) "Disability" means the functional or cognitive inability to
engage in the regular and customary activities of daily
living without human assistance as measured by Activities of
Daily Living (ADLs) . No policy may require the inability to
perform more than three ADLs to determine disability. ADLs
to be used to measure disability are: eating, toileting,
mobility, bathing, dressing and continence.

(11) "Elimination period" means the number of days in which
services are provided to an insured before the insurance
policy begins to pay benefits.

(12) "The Executive Office of Elder Affairs" means the cabinet-
level agency responsible for addressing the needs and
problems of older adults in Massachusetts.

(13) "Guaranteed renewable" means that the insured has the right
to continue the long-term care insurance policy in force by
the timely payment of the premiums and the insurer has no
unilateral right to make any change in any provision of the
policy or rider(s) while the insurance is in force, and
cannot cancel or decline to renew except as permitted in 211
CMR 65.07 and 65.09 (2), provided that rates may be revised
by the insurer on a class basis.

(14) "Health Maintenance Organization" (HMO) means an
organization licensed under Chapter 176G by the Commonwealth
of Massachusetts and must have operated in Massachusetts for
at least one year prior to submission of a response to this
Request for Proposals. The year will be calculated from the
date the first HMO enrolled its first Massachusetts member.
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(15) "HSA" means Health Systems Area. There are seven geographic
areas designated as Health Systems Area in Massachusetts for
health planning and rate setting purposes.

(16) "Homemaker care" means services which are designed to
maintain independent living. Services shall consist of the
following services where applicable: shopping, menu
planning, meal preparation, and light housekeeping
including vacuuming, laundry, dusting, dry mopping,
dishwashing, cleaning the kitchen and bathroom and changing
beds.

(17) "Home health care" means those services provided by a home
health care agency licensed by the Department of Public
Health, or those services provided in an adult day care
facility licensed by the Department of Public Welfare, or
those services meeting the appropriate licensing or
certification requirements of the state in which they are
provided. Such services shall be at a minimum: routine
nursing services and periodic availability of skilled
nursing services, restorative and other therapeutic
services.

(18) "Intermediate nursing care" means those services provided
in a nursing home or by a home health care agency licensed
by the Department of Public Health, or those services
provided in an adult day care facility licensed by the
Department of Public Welfare, or those services meeting the
appropriate licensing or certification requirements of the
state in which they are provided. Such services shall be at
a minimum: routine nursing services and periodic
availability of skilled nursing services, restorative and
other therapeutic services.

(19) "Lifetime policy" means a policy that provides unlimited
years or dollars of nursing home and home health coverage.

(20) "Long-term care insurance" means any insurance policy
advertised, marketed, offered or designed to provide
coverage for each covered person on an expense incurred
indemnity, prepaid or other basis, for at least the range of
services and other minimums required in 211 CMR 65.00. Such
term includes individuals and group conversion policies or
riders whether issued by insurers, nonprofit hospital or
medical services corporations. Long-term care insurance
shall not include any insurance policy which is offered
primarily to provide basic Medicare supplement coverage,
basis hospital expense coverage, basic indemnity coverage,
major medical expense coverage, disability income protection
coverage, accident-only coverage, or specified disease or
specified accident coverage, or limited benefit health
coverage as defined in 211 CMR 42.00 or 47.00.
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Long-term care insurance also shall not include any contract
or arrangement which offers long-term care services in
conjunction with housing such as the benefits provided in a

continuing care retirement community provided such contract
or arrangement is otherwise governed or regulated under the
insurance laws.

(21) "Managed long-term care delivery system" means a system or
network of providers arranged and/or controlled by a managed
long-term care plan. Such systems provide a range of long-
term care services with provisions for effective utilization
controls and quality assurance. In the case of provision of
long-term care in the managed care environment, a care
manager or other qualified individual may develop and
coordinate a care plan of appropriate long-term care
services.

(22) "Managed long-term care plan" means a plan which provides
and/or arranges for the delivery of covered long-term care
services through a managed long-term delivery system.

(23) "Medicaid" means the reimbursement system under Title XIX
of the Federal Social Security ACt 42 USCS par. 1396 et
sea . , as amended.

(24) "A medically necessary" service means one which:

(1) is in accordance with accepted standards of medical
practice for the diagnosis and treatment of the insured's
condition; and

(2) is delivered in the least intensive health care setting
required by the insured's condition when possible; and

(3) is not solely for the convenience of the insured or the
insured's family or health care provider, except for respite
care as defined herein.

(25) "Medicare" means Title XVIII of the Social Security Act,
"Health Insurance for the Aged Act", 42 USCS par. 1395 et
seq . , as amended.

(26) "Mental or nervous disorder" means a condition as described
in the standard nomenclature of the American Psychiatric
Association. This term shall not include Alzheimer's disease
or other organically based dementia.

(27) "Noncancellable" means that the insured has the right to
continue the long-term care insurance in force by the timely
payment of premiums during which period the insurer has no
right to unilaterally make any change in any provision of
the policy or rider (s) or in the premium rate.
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(28) "Nursing home" means a facility which is primarily engaged
in providing nursing care and related services on a
inpatient basis under a license issued by the Department of
Public Health or the appropriate licensing agency in which
it is located. It may be a freestanding facility, or it may
be a distinct part of a facility, including a ward, wing,
unit or a swing-bed of a hospital or other institution.

(29) "Policy" means any policy, plan, certificate, contract,
agreement, statement of coverage, rider or endorsement which
provides long-term care insurance as defined herein whether
on an indemnity reimbursement, service or prepaid basis.

(30) "Pre-existing condition" means a medical condition for
which an insured received diagnosis or treatment during the
six-month period prior to the effective date of the
coverage. No policy may exclude coverage for loss or
confinement which is a result of a pre-existing condition
unless the loss or confinement begins within the initial six
months following the covered person's effective date of
coverage.

(31) "Prospective rate" means a basis of reimbursement in which
rates of payment are established in advance for the coming
year and the providers are paid these amounts regardless of
the costs they actually incur.

(32) "Respite care" means short-term or periodic care which is
required in order to maintain the health or safety of the
insured and to give temporary relief to the primary
caretaker from his or her caretaking duties. Respite care
can be provided in a person's home, a nursing home, a social
day care or adult day care facility or in an adult foster
care program.

(33) "SHINE" is the acronym for "Serving Health Information
Needs of Elders" which means a volunteer network of health
benefits counselors who provide information to elders about
Medicare, Medi-gap insurance, HMOS, long term care
insurance, assignment, DRGs and other health insurance
problems.

(34) "Skilled nursing care" mans those services provided in a
nursing home or by a home health care agency licensed by the
Department of Public Health, or those services provided in
an adult day care facility licensed by the Department of
Public Welfare, or those services meeting the appropriate
licensing or certification requirements of the state in
which they are provided. Such services shall be at a
minimum: skilled nursing services, restorative services and
therapeutic services.
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(35) "Social day care" means those services which meet the
applicable standards set by the Executive Office of Elder
Affairs. Such services may include: assistance with walking,
assistance with mealtime activities, assistance with
grooming, nutrition services, and planned recreational and
social activities designed to encourage physical and mental
exercise and stimulate social interaction.
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