ACTUARIAL SERVICES

CHAPTER 4
ACTUARIAL SERVICES

Authority
N.J.S.A. 17:1C-6e.

Source and Effective Date

R.2001 d.7, effective November 30, 2000.
See: 32 N.J.R. 3546(a), 33 N.L.R. 101(a).

Executive Order No. 66(1978) Expiration Date
Chapter 4, Actuarial Services, expires on November 30, 2005.

Chapter Historical Note

Chapter 4, Actuarial Services, was adopted and became effective
prior to September 1, 1969.

Subchapter 2, Replacement of Life Insurance Policy, was adopted as
R.1972 d.21, effective April 1, 1972.

Subchapter 7, Procedure for the Regulation of Consent to Higher
Rate Filings, was adopted as R.1973 d.82, effective April 15, 1973.
See: 4 N.J.R. 220(a), 5 N.J.R. 113(b).

Subchapter 8, Charitable Annuities, was adopted as R.1974 d.258,
effective September 20, 1974. See: 6 N.J.R. 315(a), 6 N.J.R. 399(c).

Subchapter 11, Life Insurance Solicitation, was adopted as R.1976
d.329, effective October 18, 1976. Sce: 8 N.J.R. 336(a), 8 N.J.R.
517(a).

Subchapter 13, Group Student Health Insurance, was adopted as
R.1977 d.309, effective August 22, 1977. See: 9 N.J.R. 343(c), 9 NJ.R.
438(d).

Subchapter 14, Home Health Care Insurance Coverage, was adopted
as R.1977 d.476, cffective December 15, 1977. See: 9 N.J.R. 479(f), 10
NJ.R. 16(d).

Subchapter 15,. Alcoholism Benefits, was adopted as R.1978 d.165,
effective May 22, 1978, See: 10 N.J.R. 162(a), 10 NJ.R. 257(a).

Subchapter 20, Blindness; Partial Blindness or other Physical or
Mental Impairments; Unfair Discrimination, was adopted as R.1979
d.434, effective December 6, 1979. See: 11 N.J.R. 384(a), 11 N.J.R.
627(f).

Subchapter 16, Minimum Standards for Individual Health Insurance,
Subchapter 17, Health Insurance Solicitation, and Subchapter 18, Indi-
vidual Health Insurance Rate Filings, were adopted as new rules by
R.1980 d.176, effective April 21, 1980. See: 11 N.J.R. 348(a), 12
N.J.R. 342(c).

Pursuant to Executive Order No. 66(1978), Subchapter 16, Minimum
Standards for Individual Health Insurance, Subchapter 17, Health
Insurance Solicitation, and Subchapter 18, Individual Health Insurance
Rate Filings, were readopted as R.1980 d.343, effective August 5, 1980.
See: 12 N.JR. 420(c), 12 N.J.R. 538(b).

Subchapter 21, Limited Death Benefits Forms, was adopted as
R.1980 d.265, effective June 18, 1980. See: 12 N.J.R. 279(b), 12 N.J.R.
423(c).

Subchapter 2, Replacement of Life Insurance Policy, was repealed
and Subchapter 2, Replacement of Life Insurance Policy, was adopted
as new rules by R.1982 d.16, effective February 1, 1982, operative June
1,1982. See: 13 N.J.R. 18(¢e), 14 N.J.R. 158(d).

Pursuant to Executive Order No. 66(1978), Subchapter 15, Alcohol-
ism Benefits, expired on May 22, 1983.
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Subchapter 22, Individual Life Insurance: Use of Gender Blended
Mortality Tables, was adopted as R.1984 d.478, effective November 5,
1984. See: 16 N.J.R. 1452(a), 16 N.J.R. 3040(a).

Pursuant to Executive Order No. 66(1978), Subchapter 6, Reserve
Standards for Individual Health Insurance Policies, was readopted as
R.1984 d.512, effective November 5, 1984. See: 16 N.J.R. 2225(a), 16
N.J.R. 3039(a).

Subchapter 23, Medicare Supplement Policies and Contracts, was
adopted as R.1985 d.70, effective February 19, 1985, operative June 19,
1985. See: 16 N.J.R. 2945(a), 17 N.J.R. 460(a).

Pursuant to Executive Order No. 66(1978), Subchapter 20, Blindness;
Partial Blindness or Other Physical or Mental Impairments; Unfair
Discrimination, was readopted as R.1985 d.161, eftective April 1, 1985.
See: 17 N.J.R. 168(a), 17 N.J.R. 820(a).

Pursuant to Executive Order No. 66(1978), Subchapter 16, Minimum
Standards for Individual Health Insurance, Subchapter 17, Health
Insurance Solicitation, and Subchapter 18, Individual Health Insurance
Rate Filings were readopted as R.1985 d.221, effective April 15, 1985.
See: 17 NJ.R. 554(a), 17 N.J.R. 1129(a).

Subchapter 21 was readopted as R.1985 d.325, effective June 3, 1985.
See: 17 N.J.R. 891(a), 17 N.J.R. 1660(a).

Subchapter 24, Smoker and Nonsmoker Mortality Tables, was
adopted as R.1985 d.617, effective December 2, 1985. See: 17 N.J.R.
2348(a), 17 N.J.R. 2907(a).

Subchapter 26, Annuity Mortality Tables, was adopted as R.1985
d.616, effective December 2, 1985. See: 17 N.J.R. 2349(a), 17 N.J.R.
290(a).

Subchapter 15, Alcoholism Benefits, was adopted as R.1986 d.228,
effective June 16, 1986. See: 18 N.J.R. 607(a), 18 N.J.R. 1302(a).

Subchapter 19, Optional Coverage for Pregnancy and Childbirth
Benefits, was adopted as R.1988 d.455, effective Scptember 19, 1988.
See: 20 N.JLR. 43(a), 20 N.J.R. 2377(c).

Subchapter 28, Group Coordination of Benefits, was adopted as new
rules by R.1988 d.499, cffective October 17, 1988. Sec: 20 N.J.R.
1773(b), 20 N.J.R. 2581(a).

Subchapter 29, Homeowners Comparison Survey, was adopted as
R.1989 d.50, effective January 17, 1989. See: 20 NJ.R. 2181(a), 21
N.J.R. 164(a).

Subchapter 31, Term Life Insurance Comparison Survey, was
adopted as R.1989 d.122, effective February 21, 1989. See: 20 N.J.R.
2990(a), 21 N.J.R. 566(a).

Subchapter 32, Health Service Corporation Notice of Increascd
Rates, was adopted as R.1989 d.522, effective October 2, 1989. Sce:
21 N.J.R. 973(b), 21 N.JR. 3173(c).

Subchapter 33, Excess Interest Reserve Adjustment, was adopted as
R.1989 d.523, effective October 2, 1989. See: 21 N.LR. 1308(a), 21
N.J.R. 3175(c).

Subchapter 34, Long-Term Care Insurance, was adopted as R.1989
d.571, effective November 6, 1989. See: 21 N.J.R. 1964(a), 21 N.J.R.
3465(a).

Subchapter 25, Medicare Supplement Interim Standards, was
adopted as R.1990 d.214, effective April 16, 1990. Seec: 22 N.J.R.
320(a), 22 NLJ.R. 1266(b).

Pursuant to Executive Order No. 66(1978), Chapter 4 was readopted
as R.1991 d.3, effective November 30, 1990, Subchapter 1, Contracts on
a Variable Basis, was repcaled by R.1991 d.3, effective January 7, 1991.
See: 22 N.LR. 1689(a), 23 N.J.R. 111(a).

Subchapter 35, Annual Medicare Supplement Policy Survey, was
adopted as R.1991 d.122, effective March 4, 1991. See: 22 N.J.R.
1226(b), 23 N.J.R. 698(a).

Supp. 4-1-02



DEPT. OF INSURANCE

Petition for Rulemaking. See: 23 N.J.R. 2546(c), 23 N.J.R. 3827(a).

Subchapter 25, Medicare Supplement Interim Standards, was re-
pealed by R.1993 d.26, effective January 4, 1993. See: 24 N.J.R. 12(a),
25 N.JR. 141(a).

Subchapter 37, Selective Contracting Arrangements of Insurers, was
adopted as R.1994 d.45, effective January 18, 1994. See: 25 N.J.R.
4554(b), 26 N.J.R. 381(a).

Subchapter 9, Personal Lines Insurance: Prospective Loss Costs
Filing Procedures, was adopted as R.1995 d.406, effective August 7,
1995. See: 27 N.JL.R. 1356(b), 27 N.J.R. 2931(a).

Subchapter 30, Accelerated Death Benefits, was adopted as R.1995
d.521, effective September 18, 1995. See: 27 N.J.R. 2046(a), 27 NJ.R.
3613(c).

Subchapter 40, Life/Health/Annuity Forms, was adopted as R.1995
d.569, effective November 6, 1995. See: 27 N.J.R. 2857(a), 27 N.J.R.
2867(a), 27 N.J.R. 4317(a).

Administrative correction. See: 27 N.J.R. 4728(a).

Pursuant to Executive Order No. 66(1978), Chapter 4, Actuarial
Services, was readopted as R.1996 d.4, effective November 30, 1995,
and Subchapter 5, Amendment to Instructions to Life and Accident and
Health Annual Statement Blank, Subchapter 10, Expense Experience,
Subchapter 32, Health Service Corporation Notice of Increased Rates,
Subchapter 35, Annual Medicare Supplement Policy Survey, and Exhib-
its A and B of the Appendix to Subchapters 16 and 23 were repealed by
R.1996 d.4, effective January 2, 1996. See: 27 N.J.R. 3557(a), 28
N.J.R. 165(a).

Subchapter 47, Actuarial Requirements for Flexible-Factor Policy
Forms, was adopted as new rules by R.1996 d.83, effective February 5,
1996. See: 27 N.J.R. 3750(a), 28 N.J.R. 1215(a).

Subchapter 44, Standards for Contracts on a Variable Basis, was
adopted as new rules by R.1996 d.149, effective March 18, 1996. See:
27 N.J.R. 3743(a), 28 N.J.R. 1546(a).

Subchapter 45, Periodic Reports, was adopted as new rules by R.1996
d.150, effective March 18, 1996. See: 27 N.J.R. 3744(a), 28 N.J.R.
1548(a).

Subchapter 43, Individual Annuity Contract Form Standards, was
adopted as new rules by R.1996 d.181, effective April 1, 1996. See: 27
N.J.R. 3740(a), 28 N.J.R. 1885(a).

Subchapter 48, Unfair Discrimination, was adopted as new rules by
R.1996 d.182, effective April 1, 1996. See: 27 N.J.R. 3756(a), 28
N.J.R. 1887(a).

Subchapter 23A, Medicare Supplement—Under 50 Coverage, and
Subchapter 23B, Medicare Supplement—Age 50 through 64 Coverage
were adopted as new rules by R.1996 d.195, effective April 15, 1996.
See: 27 N.J.R. 3719(a), 28 N.J.R. 1987(a).

Subchapter 42, Group Life, Group Hecalth and Blanket Insurance:
General Standards for Contract Provisions, was adopted as new rules by
R.1996 d.196, effective April 15, 1996. See: 27 N.J.R. 3735(a), 28
N.J.R. 2003(a).

Subchapter 41, Standards for Individual Life Insurance Policy Forms,
was adopted as new rules by R.1996 d.197, effective April 15, 1996.
See: 27 N.IL.R. 3727(a), 28 N.J.R. 1992(a).

Subchapter 25, Funeral Insurance Policies, was adopted as new rules
by R.1996 d.328, effective July 15, 1996. See: 288 N.J.R. 1656(a), 28
N.J.R. 3671(a).

Subchapter 49, Mandated Diabetes Benefits, was adopted as new
rules by R.1997 d.86, effective February 18, 1997. See: 28 N.J.R.
4340(a), 29 N.J.R. 562(a).

Subchapter 46, Synthetic Guaranteed Investment Contract Forms,
was adopted as new rules by R.1997 d.332, effective August 4, 1997.
See: 29 N.J.R. 1472(a), 29 N.J.R. 3452(b).

Supp. 4-1-02

Subchapter 50, Reimbursement of Inmate Health Care Costs, was
adopted as new rules by R.1997 d.513, effective December 1, 1997.
See: 29 N.J.R. 2232(a), 29 N.J.R. 5066(a).

Subchapter 52, Life Insurance Illustrations, was adopted as new rules
by R.1998 d.338, effective July 6, 1998. See: 30 N.J.R. 47(a), 30 N.J.R.
2495(a).

Subchapter 32, Valuation of Life Insurance Policies, was adopted as
new rules by R.1999 d.442, effective December 20, 1999 (operative
January 1, 2000, except as provided in N.J.A.C. 11:4-32.6). See: 31
N.J.R. 2845(a), 31 N.J.R. 4268(c).

Pursuant to Executive Order No. 66(1978), Chapter 4, Actuarial
Services, was readopted as R.2001 d.7, effective November 30, 2000.
See: Source and Effective Date.
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11:4-34.13  Actuarial requirements for rate submissions

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

11:4-34.15  Spousal discount

SUBCHAPTER 35. VIATICAL SETTLEMENTS

11:4-35.1
11:4-35.2
11:4-35.3
11:4-35.4
11:4-35.5

Purposc and scope

Definitions .

General licensing requirements

Viatical settlement provider’s license application

Viatical scttlement broker’s or representative’s license ap-
plication

License renewals

Denial of license

Appointment requirements for viatical settlement represen-
tatives

Approval of contracts and disclosure statements; right of
rescission

Standards for evaluation of rcasonable viatical scttlement
proceeds

Reporting requirement

Payment of the proceeds

Viatical settlement provider/broker/representative conduct

Viatical scttlement provisions

Advertising standards

Disclosure

Prohibited practices

Imposition of administrative penaltics/suspension/ revoca-
tion of license

11:4-35.6
11:4-35.7
11:4-35.8

11:4-35.9
11:4-35.10

11:4-35.11
11:4-35.12
11:4-35.13
11:4-35.14
11:4-35.15
11:4-35.16
11:4-35.17
11:4-35.18

APPENDIX
SUBCHAPTER 36. (RESERVED)

SUBCHAPTER 37. SELECTIVE CONTRACTING
ARRANGEMENTS OF INSURERS

11:4-37.1 Purpose and scope

11:4-37.2  Definitions

11:4-37.3  Standards for sclective contracting arrangements

11:4-37.4  Selcctive contracting arrangement approval and amendment
procedures

11:4-37.5 Confidentiality

11:4-37.6  Denial, suspension and revocation

11:4-37.7 Monitoring; auditing

11:4-37.8 Filing and review fees

11:4-37.9 Penalties

SUBCHAPTERS 38 THROUGH 39. (RESERVED)
SUBCHAPTER 40. LIFE/HEALTH/ANNUITY FORMS

11:4-40.1  Purpose and scope

11:440.2  Definitions

11:4-40.3  Lifc/health/annuity form approval standards

11:4-40.4  Gencral requircments

11:4-40.5  Lifc/health/annuity form approval procedures

11:4-40.6  Individual life and annuities variable form approval proce-
dures

11:4-40.7  Valuation and non-forfeiture intcrest rates form approval
procedures

11:4-40.8  Certificate of assumption form approval procedures

11:4-40.9  File and use cligibility

11:4-40.10  File and use procedures

11:4-40.11  Service fees
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APPENDIX
SUBCHAPTER 41. STANDARDS FOR INDIVIDUAL
LIFE INSURANCE POLICY FORMS

11:4-41.1  Purpose and scope

11:4-41.2  Definitions

11:4-41.3  General standards

11:4-41.4  Exclusions and prohibitions

11:4-41.5  Prohibition of bail-out features

11:4-41.6  Indexed benefits

11:4-41.7  Standards for pre-existing conditions exclusions
11:4-41.8  Standards for field issue contracts

11:4-41.9  Standards for other insured coverage

11:4-41.10  Standards for survivorship forms

11:4-41.11 Standards for re-entry or requalification features

11:4-41.12  Standards for custom design products

11:4-41.13  Effect on previously filed forms

11:4-41.14 Standards for smoker/nonsmoker and/or tobacco/nonto-
bacco reclassification

11:4-41.15 through 11:4-41.16 (Reserved)

SUBCHAPTER 42. GROUP LIFE, GROUP HEALTH
AND BLANKET INSURANCE: GENERAL
STANDARDS FOR CONTRACT PROVISIONS

11:4-42.1  Purpose and scope

11:4-42.2  Definitions

11:4-42.3  Applicability of other standards

11:4-42.4  General standards

11:4-42.5  Prohibited provisions

11:4-42.6  Provisions for aggregate limits

11:4-42.7  Provisions for offsets in group policies and certificates
providing disability income insurance

11:4-42.8  Provisions setting forth pre-authorization requirements

11:4-42.9  Provisions for pre-existing condition exclusions and limita-
tions

11:4-42.10 Provisions for subrogation and repayment of benefits

11:4-42.11 Provisions concerning exclusions and limitations for the
use of alcohol and drugs or relating to illegal occupa-
tions

11:4-42.12  Provisions for payment of benefits payable for automobile
related injuries

11:4-42.13 Conversion of group life insurance coverage to an individ-

ual life insurance policy

APPENDIX. BENEFITS PAYABLE FOR AUTOMOBILE
RELATED INJURIES

SUBCHAPTER 43. INDIVIDUAL ANNUITY CONTRACT
FORM STANDARDS

11:4-43.1 Purpose and scope

11:4-43.2  Definitions

11:4-43.3  General requirements and prohibitions

11:4-43.4 Individual immediate annuities

11:4-43.5 Individual deferred annuities

11:4-43.6 Waiver of surrender charges

11:4-43.7 Surrender charges for individual deferred annuities

SUBCHAPTER 44. STANDARDS FOR CONTRACTS ON
A VARIABLE BASIS

11:4-44.1 Purpose and scope

11:4-44.2 Definitions

11:4-44.3  Standards for variable contracts

11:4-44.4 Prohibited provisions

11:4-44.5 Standards for individual market value adjusted annuities

SUBCHAPTER 45. PERIODIC REPORTS

11:4-45.1 Purpose and scope

11:4-45.2  Definitions

11:4-45.3  General requirements

11:4-45.4  Flexible factor forms; reporting requirements

11:4-45.5 Individual variable annuity forms; reporting requirements
11:4-45.6 Variable life insurance; periodic report requirements
11:4-45.7 Tllustrated forms

11:4-45.8 Penalties

Supp. 4-1-02

SUBCHAPTER 46. SYNTHETIC GUARANTEED
INVESTMENT CONTRACT FORMS

11:4-46.1 Purpose and Scope

11:4-46.2  Definitions

11:4-46.3 Form submission requirements

11:4-46.4 Plan of operation requirements

11:4-46.5 Contract requirements

11:4-46.6 General requirements

11:4-46.7 Reserves

11:4-46.8  Severability

SUBCHAPTER 47. ACTUARIAL REQUIREMENTS FOR
FLEXIBLE-FACTOR POLICY FORMS

11:4-47.1 Purpose and Scope

11:4-47.2 Definitions

11:4-47.3 General requirements

11:4-47.4  Pricing assumptions—actuarial certification

11:4-47.5 Nonforfeiture benefits—actuarial memorandum

11:4-47.6 Recordkeeping

11:4-47.7 Penalties

APPENDIX. DETECTION AND AVOIDANCE OF
DISCONTINUITIES IN LIFE INSURANCE
POLICIES

SUBCHAPTER 48. UNFAIR DISCRIMINATION

11:4-48.1  Purpose and scope

11:4-48.2  Definitions

11:4-48.3  General requirements

11:4-48.4  Persistency bonus

11:4-48.5  Conversion credits

11:4-48.6  Non-smoker only coverage

11:4-48.7  Policy benefits determined by ownership

11:4-48.8  Forgiveness of surrender charge

11:4-48.9  Discounts and reductions in premium in individual health
insurance

11:4-48.10 (Reserved)

SUBCHAPTER 49. MANDATED DIABETES BENEFITS
11:4-49.1 Purpose and scope

11:4-49.2  Definitions

11:4-49.3  Benefits

11:4-49.4 Payment of benefits under multiple coverage plans

SUBCHAPTER 50. REIMBURSEMENT OF INMATE
HEALTH CARE COSTS

11:4-50.1 Purpose and scope

11:4-50.2 Definitions

11:4-50.3  Liability for medical care

11:4-50.4 Amount of inmate liability

11:4-50.5 Health coverage plans

11:4-50.6  Filing of claims for reimbursement

11:4-50.7 Coordination of benefits

11:4-50.8 Policy forms

SUBCHAPTER 51. (RESERVED)
SUBCHAPTER 52. LIFE INSURANCE ILLUSTRATIONS

11:4-52.1  Purpose and scope

11:4-52.2  Definitions

11:4-52.3  Policies to be illustrated

11:4-52.4  General rules and prohibitions
11:4-52.5  Standards for basic illustrations
11:4-52.6  Standards for supplemental illustrations
11:4-52.7  Delivery of illustration and record retention
11:4-52.8  Annual report; notice to policy owners
11:4-52.9  Annual certifications

11:4-52.10 Penalties

11:4-52.11 Transition

SUBCHAPTER 53. MINIMUM STANDARDS FOR
SPECIFIED DISEASE AND CRITICAL ILLNESS

COVERAGES
11:4-53.1  Purpose and scope
11:4-53.2  Definitions
11:4-53.3  General standards

11:4-53.4  Standards for specified disease coverage

Next Page is 4-6.0.1
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11:4-53.5  Standards for critical illness coverage Source and Effective Date

11:4-53.6  Loss ratio standards

11:4-53.7  Advertising R.2001 d.122, effective April 2, 2001.
See: 32 N.J.R. 3907(a), 33 N.J.R. 1109(a).

APPENDIX

SUBCHAPTER 1. NEW JERSEY INSOLVENT
HEALTH MAINTENANCE ORGANIZATION
ASSISTANCE ASSOCIATION

Authority
N.J.S.A. 17:1-8.1; 17:1-15¢; and 17B:32B-1 et seq.
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11:4-42.10

5. Inpatient and/or outpatient treatment for alcohol-
ism as described at N.J.S.A. 17B:27-46.1 shall only be
subject to pre-authorization provisions if all inpatient
and/or outpatient treatments for other injuries and illness-
es are subject to the same review.

(b) Incorporation of the required pre-authorization warn-
ing text in a certificate booklet, through certificate riders
and/or insert pages shall not be acceptable.

(c) If an identification card is used for benefit certifica-
tion purposes, a pre-authorization requirement warning sim-
ilar to that contained in the policy and certificate shall be
displayed on the identification card, along with a telephone
number by which to contact the insurer regarding the pre-
authorization provision.

1. A sample of the identification card along with a
copy of any promotional and/or informational material
which describes the preauthorization requirement shall be
included with the initial form submission made to the
Department.

11:4-42.9 Provisions for pre-existing condition exclusions
and limitations

(a) Blanket and group policies and certificates providing
life insurance or accidental death and dismemberment insur-
ance benefits shall not subject such benefits to pre-existing
condition exclusions and limitations.

(b) Group policies and certificates providing health insur-
ance benefits, other than accidental death and dismember-
ment, may include pre-existing condition exclusions and
limitations subject to the following:

1. A pre-existing condition may be defined no more
restrictively than as an illness or injury for which the
insured received treatment or advice from a physician or
used prescription drugs within no more than a two year
period prior to the effective date of coverage.

2. No policy, other than a policy providing group
disability income insurance shall exclude coverage for a
loss due to a pre-existing condition for a period greater
than 24 months following the effective date of coverage,
nor shall any policy provide any exclusion or limitation
applicable to new losses due to a pre-existing condition
after the 24-month (or lesser) period. Policies providing
group disability income insurance may exclude coverage
for losses beginning during the first 24 months after the
effective date of coverage due to disabilities and recurrent
disabilities which result from a pre-existing condition.

3. A succeeding insurer, in applying a pre-existing
condition waiting period in its policy shall credit the
covered person for satisfaction of the pre-existing condi-
tion waiting period under a prior policy or contract, or
any portion thereof if the prior waiting period has not
been satisfied in full.

4. No policy shall limit benefits to illnesses or injurics
which first manifest themselves while the covered person
is covered under the policy.

11:4-42.10 Provisions for subrogation and repayment of
benefits

(a) Group policies and certificates providing health insur-
ance may contain subrogation provisions or provisions that
require the return to the insurer by a covered person of
benefits paid for illness or injury up to the amount a
covered person receives from a third party through settlc-
ment, a satisfied judgment or other means, as compensation
for the medical costs of such illness or injury, subject to the
following:

1. Repayment of benefits shall be required only where
the amounts received for the third party through settle-
ment, judgment or other means are specifically identified
as amounts paid for health benefit which have been paid
by the insurer under the group policy or certificate.

2. The repayment shall not exceed the amount of
benefits paid by the insurer under the group policy or
certificate for the particular illness or injury.

3. The group policy and certificate shall allow the
covered person to deduct from the repayment to the
insurer the reasonable pro-rata expenses incurred in cf-
fecting the third party payment.

(b) Group policies and certificates providing health insur-
ance may exclude or reduce the health benefits payable to
or on behalf of a covered person to the extent that the
covered person has already received payment from a third
party for past or future health care costs for an illness or
injury resulting from the negligence or intentional act of
such third party.

(c) Except as set forth in (b) above, no policy or certifi-
cate providing group health insurance shall limit or exclude
health benefits as the result of the covered person’s sustain-
ing a loss attributable to the actions of a third party.

(d) Notwithstanding (a) or (b) above, disability income,
long term care and accidental loss benefits and blanket
insurance shall not be subject to subrogation or repayment
of benefits received.

(e) Subrogation shall only be applicable when third party
liability benefits may exist, subject to the restrictions sct
forth above.

Case Notes

The Insurance Commissioner’s regulations authorizing subrogation
and reimbursement provisions in health insurance contracts are limited
to cases in which the statutory collateral source rule does not apply.
Perreira v. Rediger, 778 A.2d 429 (2001).

4-201 Supp. 11-19-01
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11:4-42.11 Provisions concerning exclusions and
limitations for the use of alcohol and drugs or
relating to illegal occupations

(a) A blanket insurance policy or certificate or other

group policy or certificate providing health insurance may

include an exclusion for losses resulting from the covered

person’s use of alcohol or drugs, but such exclusion shall be

worded no more restrictively than as follows:

“The insurer shall not be liable for any loss sustained or
contracted as a consequence of the covered person’s intoxi-
cation or being under the influence of any narcotic unless
administered or consumed on the advice of a physician.”

(b) A group policy or certificate providing health insur-
ance may include an exclusion for losses resulting from the
covered person’s involvement in an illegal activity, but such
exclusion shall not be worded more restrictively than as
follows:

“The insurer shall not be liable for any loss to which a
contributing cause was the covered person’s commission of
or attempt to commit a felony or to which a contributing
cause was the covered person’s engagement in an illegal
occupation.”

Amended by R.1997 d.513, effective December 1, 1997.
See: 29 N.J.R. 2232(a), 29 N.J.R. 5066(a).
Deleted (c).

11:4-42.12 Provisions for payment of benefits payable for
automobile related injuries

(a) A group policy or certificate providing health insur-
ance benefits shall not include any provision that restricts,
limits, or excludes coverage of services or expenses, directly
or indirectly, that otherwise are eligible under the policy or
certificate on the grounds that such expenses or services
would be covered under an automobile no-fault medical
benefits plan for which the covered person would be eligi-
ble, nor shall the policy or certificate include an automobile
no-fault medical plan for which the covered person would
be eligible in the definition of “plan” in any coordination of
benefits provision.

1. A group policy or certificate providing health insur-
ance benefits shall contain the wording which appears in
the Appendix to this subchapter, incorporated herein by
reference, or any alternate wording that is at least as
favorable to the covered person as the language contained
in the Appendix, if the insurer intends to adjust its
benefits by medical benefits payable under a group,
group-type or individual automobile no-fault or tradition-
al fault type contract.

11:4-42.13 Conversion of group life insurance coverage to
an individual life insurance policy

(a) An insurer, in providing the conversion right required
by N.J.S.A. 17B:27-19, shall treat the retirement of a cov-
ered person under a policy providing group life insurance as
a termination of employment and shall permit the covered
person to obtain, without evidence of insurability, an indi-
vidual policy of life insurance.

Supp. 11-19-01

(b) An insurer shall provide for a right of conversion to
an individual policy for the amount of coverage that termi-
nates when a covered person is transferred or transfers from
one class of employee to another class of employee.

APPENDIX

BENEFITS PAYABLE FOR AUTOMOBILE
RELATED INJURIES

1. Definitions.

“Automobile Related Injury” means bodily injury sus-
tained by an insured as as result of an accident while
occupying, entering into, alighting from or using an automo-
bile, or as a pedestrian, caused by an automobile or by an
object propelled by or from an automobile.

“Allowable Expense” means a medically necessary, rea-
sonable and customary item of expense covered by this
(policy/certificate) or PIP at least in part as an Eligible
Expense.

“Eligible Expense” means that portion of expense in-
curred for treatment of an injury which is covered under this
(policy/certificate) without application of deductibles or co-
payments, if any.

“Out-of-State Automobile Insurance Coverage” or
“OSAIC” means any coverage for medical expenses under
an automobile insurance policy other than PIP, as PIP is
defined herein, including automobile insurance policies is-
sued in another state or jurisdiction.

“PIP” means personal injury protection coverage (specifi-
cally those provisions for medical expense coverage) provid-
ed as part of an automobile insurance policy issued in New
Jersey.

2. Application of this section.

When expenses are incurred as the result of an Automo-
bile Related Injury, and the injured person has coverage
under PIP or OSAIC, this section will be used to determine
whether this (policy/certificate) provides coverage that is
primary to such coverage or secondary to such coverage. It
will also be used to determine the amount payable if this
(policy/certificate) provides primary or secondary coverage.

3. Determination of primary or secondary coverage.

This (policy/certificate) provides secondary coverage to
PIP unless health coverage has been elected as primary
coverage by or for the person covered under this (policy/cer-
tificate). This election is made by the named insured under
a PIP policy and affects that person’s family members who
are not themselves named insureds under another automo-
bile policy. This (policy/certificate) may be primary for one
covered person, but not for another if the persons have
separate automobile insurance policies and have made dif-
ferent selections regarding primacy of health coverage.
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