
ACTUARIAL SERVICES 

i. [For agents] Neither [insert company name] nor 
its agents represent Medicare, the federal government 
or any state government. 

ii. [For direct response] [insert company name] is 
not representing Medicare, the federal government or 
any state government. 

5. LONG-TERM CARE COVERAGE. Policies of 
this category are designed to provide coverage for one or 
more necessary or medically necessary diagnostic, preven-
tive, therapeutic, rehabilitative, maintenance, or personal 
care services, provided in a setting other than an acute 
care unit of a hospital, such as in a nursing home, in the 
community or in the home. 

This policy provides coverage in the form of a fixed dollar 
indemnity benefit for covered long-term care expenses, sub-
ject to policy [limitations] [waiting periods] and [coinsur-
ance] requirements. [Modify this paragraph if the policy is 
not an indemnity policy.] 

6. BENEFITS PROVIDED BY THIS POLICY. 

i. [Covered services, related deductible(s), waiting 
periods, elimination periods and benefit maximums.] 

ii. [Institutional benefits, by skill level.] 

m. [Non-institutional benefits, by skill level.] 

[Any benefit screens must be explained in this section. If 
these screens differ for different benefits, explanation of the 
screen should accompany each benefit description. If an 
attending physician or other specified person must certify a 
certain level of functional dependency in order to be eligible 
for benefits, this too must be specified. If activities of daily 
living (ADLs) are used to measure an insured's need for 
long-term care, then these qualifying criteria or screens must 
be explained.] 

7. LIMITATIONS AND EXCLUSIONS. 

[Describe: 

1. Preexisting conditions; 

ii. Non-eligible facilities/provider; 

m. Non-eligible levels of care ( e.g., unlicensed pro-
viders, care or treatment provided by a family member, 
etc.); 

iv. Exclusions/exceptions; 

v. Limitations.] 

[This section should provide a brief specific description of 
any policy provisions which limit, exclude, restrict, reduce, 
delay, or in any other manner operate to qualify payment of 
the benefits described in paragraph 6.] 

THIS POLICY MAY NOT COVER ALL THE EX-
PENSES ASSOCIATED WITH YOUR LONG-TERM 
CARE NEEDS. 

11:4-34.11 

8. RELATIONSHIP OF COST OF CARE AND 
BENEFITS. Because the costs of long-term care services 
will likely increase over time, you should consider whether 
and how the benefits of this plan may be adjusted. [As 
applicable, indicate the following: 

1. That the benefit level will not increase over time; 

11. Any automatic benefit adjustment provisions; 

111. Whether the insured will be guaranteed the 
option to buy additional benefits and the basis upon 
which benefits will be increased over time if not by a 
specified amount or percentage; 

iv. If there is such a guarantee, include whether 
additional underwriting or health screening will be re-
quired, the frequency and amounts of the upgrade 
options, and any significant restrictions or limitations; 

v. And finally, describe whether there will be any 
additional premium charge imposed, and how that is to 
be calculated.] 

9. TERMS UNDER WHICH THE POLICY (OR 
CERTIFICATE) MAY BE CONTINUED IN FORCE 
OR DISCONTINUED. 

[i. Describe the policy renewability provisions; 

ii. For group coverage, specifically describe continu-
ation/conversion provisions applicable to the certificate 
and group policy; 

iii. Describe waiver of premium provisions or state 
that there are not such provisions; 

iv. State whether or not the company has a right to 
change premium and if such a right exists, describe 
clearly and concisely each circumstance under which 
premium may change.] 

10. ALZHEIMER'S DISEASE AND OTHER OR-
GANIC BRAIN DISORDERS. 

[State that the policy provides coverage for insureds clini-
cally diagnosed as having Alzheimer's disease or related 
degenerative and dementing illnesses. Specifically describe 
each benefit screen or other policy provision which provides 
preconditions to the availability of policy benefits for such 
an insured.] 

11. PREMIUM. 

[i. State the total annual premium for the policy; 

ii. If the premium varies with an applicant's choice 
among benefit options, indicate the portion of annual 
premium which corresponds to each benefit option.] 

12. ADDITIONAL FEATURES. 

[i. Indicate if medical underwriting is used; 

ii. Describe other important features.] 
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11:4-34.12 

11:4-34.12 Severability 

If any provision or clause of this subchapter or the 
application thereof to any person or situation is held invalid, 
such invalidity shall not affect any other provision or appli-
cation of the subchapter which can be given effect without 
the invalid provision or application, and to this end the 
provisions of this subchapter are declared severable. 

11:4-34.13 Actuarial requirements for rate submissions 

(a) Pursuant to N.J.A.C. 11:4-18.4(a)l, insurers are re-
quired to include with each submission of new or revised 
rates for individual health insurance not subject to N.J.S.A. 
17B:27A-1 et seq. an actuarial memorandum which includes 
anticipated loss ratio, methodology for calculating gross 
premium, an explanation and documentation supporting the 
premium assumptions and the objective basis for any rate 
differentials. The following information shall be included in 
the actuarial memorandum for individual long-term care 
policies to comply with N.J.A.C. 11:4-18.4(a)l: 

1. The number of years for which the policy is expected 
to be delivered or issued for delivery in this State, and the 
number of policies expected to be delivered or issued for 
delivery in this State for each form in each such year; 

2. The anticipated loss ratio calculated over the life of 
the policy form, with separate disclosures of the present 
value of future paid benefits and the present value of 
future paid or written premiums utilized in the calculation 
of the anticipated loss ratio, when any statutorily required 
additional actuarial active life reserves are neither re-
flected in the future benefits nor the future premiums in 
the calculation; 

3. The future benefits on both a paid and incurred 
basis and the future premiums on both a written and 
earned basis for each of the years recognized in the 
calculation of the anticipated loss ratio, when neither the 
future benefits nor the future premiums include, or are 
adjusted for, any statutorily required additional actuarial 
active life reserves; 

4. The expected incurred/earned loss ratio for each of 
the years recognized in the calculation of the anticipated 
loss ratio, wherein: 

i. The expected incurred claims shall equal expected 
paid claims adjusted for changes in the expected claim 
liabilities and claim reserves and in any expected statu-
torily required additional actuarial active life reserves 
for each such year; and 

ii. The expected earned premiums shall equal premi-
ums expected to be received adjusted for any changes 
in expected advance premiums and in expected un-
earned premium reserves for each such year, but 
changes in any expected statutorily required additional 
actuarial active life reserves shall not be included in the 
adjustment of premiums expected to be received; 

Supp. 8-7-00 4-166 

DEPT. OF INSURANCE 

5. The assumptions used in the calculation of the loss 
ratios for each benefit provision wherein the premiums 
are determined separately including the following: 

i. The annual claim costs (ultimate) by attained age 
and sex; 

ii. The select and/or anti-select morbidity factors by 
policy duration (year) by issue age and sex; 

iii. The lapse and mortality rates, or total termi-
nation rates, by policy duration by issue age and sex, 
and any skewing of those rates occurring within a policy 
year resulting from modal premium payments; 

iv. The secular trend factors by policy duration by 
issue age and sex, which secular trend factors, when 
used in the calculation of the anticipated loss ratio, 
shall not be applied for a period greater than the 
number of years for which trending is reflected in the 
calculation of premiums; 

v. The interest rates by policy duration, which rates 
shall equal an insurer's recent, current and future ex-
pected new investment return rates ( after investment 
expenses, but before Federal income taxes). Alterna-
tively, the Department will permit the use of a seven 
percent interest rate graded linearly to five percent over 
10 years and five percent thereafter or a six percent 
level interest rate. The Commissioner shall review 
annually the alternate interest rate and adjust those 
rates based on corporate bond yields for Aaa and Baa 
bonds as reported in U.S. Financial Data which is 
published by the Research and Public Information Divi-
sion of the Federal Reserve Bank of St. Louis. The 
Commissioner shall provide public notice of new alter-
nate rates by publication in the New Jersey Register; 

vi. Expenses by policy duration, including commis-
sion, override and bonus rates; other marketing ex~ 
pense rates; other maintenance expense rates; any 
new-market expense rates; other acquisition expense 
rates; and the explicit profit margin or risk charge; on 
a per policy issue, per policy in force, per dollar of 
claim, per dollar of premium, and any other applicable 
bases; 

vii. The distribution of expected policy issues by poli-
cy and rider benefits by issue age and sex; and 

viii. A summary statement of the underwriting stan-
dards (such as short form medical and risk question-
naire, long form medical and risk questionnaire, medi-
cal examination), the marketing distribution system, 
and the market (that is, the segment(s) of the general 
public for example, middle income based on predeter-
mined zip code selections) for the policy form; 

6. The cell and cell weights, when a model office is 
used in the calculation of the anticipated loss ratio; 
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7. A demonstration evidencing that unfair pricing dis-
crimination is not utilized by or incorporated within the 
policy form's premium table or structure. 

i. The demonstration shall show that the loss ratio of 
any element of any insurance construct will not differ 
by more than 10 percent from the anticipated loss ratio 
for the policy. 

ii. For the purpose of this paragraph, "construct" 
means the risk variables which significantly affect the 
cost of the coverage. For example, age could be a 
construct wherein its elements would be age 20, age 21 
and so forth. The Department of Insurance is particu-
larly concerned with anticipated loss ratios by issue age 
or issue age groupings; 

8. The specific formulas and methodology used in cal-
culating gross premiums; and 

9. A certification signed by .an actuary who is a member 
of the American Academy of Actuaries or Casualty Actu-
arial Society stating that the assumptions are appropriate 
to the policy form, reasonably represent the expected 
experience for the policy form and fully disclose the basis 
of the calculation of the anticipated loss ratio. 

Repeal and New Rule, R.1996 d.180, effective April 1, 1996. 
See: 27 N.J.R. 3725(a), 28 N.J.R. 1882(a). 

Section was "Compliance". 
Public Notice: Alternate interest rates for rate submissions. 
See: 31 N.J.R. 1642(b). 
Public Notice: Alternate interest rates for rate submissions. 
See: 32 N.J.R. 2959(a). 

11:4-34.14 Loss ratio standards for individual long-term 
care insurance 

(a) Long-term care insurance is subject to the loss ratio 
requirements set forth at N.J.A.C. 11:4-18.5. 

(b) When a long-term care policy is funded by a level 
premium payable over the life of an insured whose issue age 
is under 65, the anticipated loss ratio cannot be less than: 

(A-B-C)/A 

where: A=the present value at policy issue of one dollar of 
annualized premium; 

B=the present value at policy issue of the product of R 
and one dollar of annualized premium payable for policy 
years from policy issue to attained age 65; 

C=the present value at policy issue of the product of .35 
and one dollar of annualized premium payable for policy 
years after attained age 64; 

and where R=the complement of the applicable loss ratio 
factor for coverage before attained age 65, with comple-
ments of .50 for noncancellable insurance and .45 for guar-
anteed renewable insurance. 

New Rule, R.1996 d.180, effective April 1, 1996. 
See: 27 N.J.R. 3725(a), 28 N.J.R. 1882(a). 

11:4-34.15 Spousal discount 

11:4-35.2 

(a) A spousal discount is permitted in individual long-
term care insurance when the following conditions are met: 

1. The objective basis of the rate differential is includ-
ed in the actuarial memorandum as required by N.J.A.C. 
11:4-18.4(a)liv; 

2. All conditions required to be satisfied in order to 
receive and retain the discount shall be disclosed and 
shall be related to the objective basis of the rate differen-
tial. When improved morbidity is the objective basis for 
a spousal discount, insurers shall extend the discount to 
all married individuals regardless of whether the insured's 
spouse is covered under a long-term care policy; and 

3. When a husband and wife both apply for and are 
issued a long-term care policy offering a spousal discount, 
both individuals shall receive the discount. 

New Rule, R.1996 d.180, effective April 1, 1996. 
See: 27 N.J.R. 3725(a), 28 N.J.R. 1882(a). 

SUBCHAPTER 35. VIATICAL SETTLEMENTS 

Authority 

N.J.S.A. 17:1-8.1, 17:1-15e and 17B:30A-1 et seq. 

Source and Effective Date 

R.2001 d.226, effective July 2, 2001. 
See: 33 ~.J.R. 162(a), 33 N.J.R. 2300(a). 

11:4-35.1 Purpose and scope 

(a) The purpose of this subchapter is to implement 
N.J.S.A. 17B:30A-1 et seq. governing viatical settlements. 

(b) This subchapter applies to persons who enter into 
agreements with New Jersey residents to purchase their life 
insurance policies for less than the current death benefit. 

11:4-35.2 Definitions 

The following words and terms, as used in this subchap-
ter, shall have the following meanings, unless the context 
clearly indicates otherwise. 

"Act" means an Act 
settlements approved 
17B:30A-1 et seq. 

concerning life insurance viatical 
September 17, 1999, N.J.S.A. 

"Commissioner," unless otherwise stated, means the 
Commissioner of the Department of Banking and Insurance. 
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11:4-35.2 

"Department" means the Department of Banking and 
Insurance. 

"Financing entity" means an underwriter, placement 
agent, lender, purchaser of securities, purchaser of a policy 
or certificate from a viatical settlement provider, credit 
enhancer, or any person who may be a party to a viatical 
settlement contract and who has a direct ownership in a 
policy or certificate that is the subject of a viatical settle-
ment contract but whose sole activity related to the transac-
tion is providing funds to effect the viatical settlement and 
who has an agreement in writing with a licensed viatical 
settlement provider to act as a participant in a financing 
transaction. 

"Financing transaction" means a transaction in which a 
licensed viatical settlement provider or a financing entity 
obtains financing for viatical settlement contracts, viaticated 
policies or interests therein including, without limitation, 
any secured or unsecured financing, any securitization trans-
action or any securities offering either registered or exempt 
form registration under Federal and State securities law, or 
any direct purchase of interests in a certificate, if the 
financing transaction complies with Federal and State secu-
rities law. 

"Insured" means the person -covered under the policy 
being considered for viatication. 

"Mean life expectancy" means the mean number of 
months the individual insured under the life insurance policy 
to be viaticated can be expected to live as determined by the 
viatical settlement provider, considering medical records and 
appropriate experiential data. 

"Net death benefit" means the amount of the life insur-
ance policy or certificate to be viaticated less any outstand-
ing debts or liens. 

"Patient identifying information" means an insured's ad-
dress, telephone number, facsimile number, electronic mail 
address, photograph or likeness, employer, employment sta-
tus, social security number, or any other information that is 
likely to lead to the identification of the insured. 

"Person" means any individual, corporation, organization, 
firm, association, partnership or other legal entity. 

"Resident (of New Jersey)" means a person who either 
resides in New Jersey or maintains an office in New Jersey 
where business is transacted. 

"Terminally ill" means having an illness or sickness that 
can reasonably be expected to result in death in 24 months 
or less. 
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"Viatical settlement broker" means a person who on 
behalf of a viator and for a fee, commission or other 
valuable consideration, offers or attempts to negotiate viati-
cal settlement contracts between a viator and one or more 
viatical settlement providers. Irrespective of the manner in 
which the viatical settlement broker is compensated, a viati-
cal settlement broker is deemed to represent only the viator 
and owes a fiduciary duty to the viator to act according to 
the viator's instructions and in the best interest of the viator. 
The term does not include an attorney, accountant or 
financial planner retained to represent the viator whose 
compensation is paid directly by or at the direction of the 
via tor. 

"Viatical settlement contract" means a written agreement 
entered into between a viatical settlement provider and a 
viator. The agreement shall establish the terms under which 
the viatical settlement provider will pay compensation or 
anything of value, which compensation or value is less than 
the expected death benefit of the insurance policy or certifi-
cate, in return for the viator's assignment, transfer, sale, 
devise or bequest of the death benefit or ownership of all or 
a portion of the insurance policy or certificate of insurance. 
A viatical settlement contract also includes a contract for a 
loan or other financial transaction secured primarily by an 
individual or group life insurance policy, other than a loan 
by a life insurer pursuant to the terms of the life insurance 
contract, or a loan secured by the cash value of a policy. 

"Viatical settlement provider" means a person, other than 
a viator, who enters into a viatical settlement contract. 
Viatical settlement provider also means a person who ob-
tains financing from a financing entity for the purchase, 
acquisition, transfer or other assignment of one or more 
viatical settlement contracts, viaticated policies or interests 
therein, or otherwise sells, assigns, transfers, pledges, hy-
pothecates or otherwise disposes of one or more viatical 
settlement contracts, viaticated policies or interests therein. 
Viatical settlement provider does not include: 

1. A bank, savings bank, savings and loan association, 
credit union or other licensed lending institution that 
takes an assignment of a life insurance policy as collateral 
for a loan; 

2. The issuer of a life insurance policy providing 
accelerated benefits pursuant to N.J.A.C. 11:4-30 and 
pursuant to the policy; or 

3. A natural person who enters into no more than one 
agreement in a calendar year for the transfer of life 
insurance policies for any value less than the expected 
death benefit. 

"Viatical settlement representative" means a person who 
is an authorized agent of a licensed viatical settlement 
provider or viatical settlement broker, as applicable, who 
acts or aids in any manner in the solicitation of a viatical 
settlement. Viatical settlement representative shall not in-
clude: 
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