ACTUARIAL SERVICES

11:4-34.5

on the reduced benefits. The premium charged to an insured
shall not increase due to either:

(g) A policy that provides coverage in addition to long-term
care coverage shall separately identify the premium, rate or
charge for the long-term care coverage. Where flexible
premiums or charges can be applied to purchase long-term
care or other coverage, the form must disclose how premiums
will be applied, including any options the policyholder has for
the application of these premiums and provisions for
protection against unintentional lapse of one or the other

coverage.

(h) Any long-term care benefit that is provided other than
through acceleration of an annuity or life insurance benefit
shall contain the required provisions described at N.J.S.A.
17B:26-16 will also apply to provisions respecting the matters
set forth therein that are contained in individual long-term care
policies. Group long-term care insurance policies shall contain
the standard provisions required by N.J.S.A. 17B:27-33.
Group and individual annuities and life insurance policies or
riders which provide directly or which supplement long-term
care insurance shall apply the above cited provision only to
the long-term care benefit.

(i) No long-term care policy or certificate shall:

1. Be cancelled, nonrenewed or otherwise terminated on
the grounds of the age or the deterioration of the mental or
physical health of the insured;

2. Require, for purposes of a restoration of benefits
provision, that the period between confinements be more
than six months; or

3. Contain a mandatory case management provision.

(j) Annuity contracts and life insurance policies that
provide directly or which supplement long-term care insurance
shall comply with the statutes and regulations governing
individual life insurance, group life insurance, variable
contracts and annuities, as applicable.

11:4-34.5 Unintentional lapse

(a) Each carrier offering long-term care insurance shall, as
a protection against unintentional lapse, comply with the
following:

1. Notice before lapse or termination.

i. No individual long-term care policy or group
certificate shall be issued until the carrier has received
from the applicant either a written designation of at least
one person, in addition to the applicant, who is to receive
notice of lapse or termination of the policy or certificate
for nonpayment of premium or required contribution, or a
written waiver dated and signed by the applicant electing
not to designate an additional person to receive notice.
The applicant has the right to designate at least one
person who is to receive the notice of termination, in
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addition to the insured. Designation shall not constitute
acceptance of any liability by the third party for services
provided to the insured. The form used for the written
designation must provide space clearly earmarked for
listing at least one person. The designation shall include
each person’s full name and home address. In the case of
an applicant who elects not to designate an additional
person, the waiver shall state: “Protection against
unintended lapse. I understand that I have the right to
designate at least one person other than myself to receive
notice of lapse or termination of this long-term care
insurance for non-payment of premium or required
contribution. 1 understand that notice will not be given
until 30 days after a premium is due and unpaid. I elect
NOT to designate any person to receive this notice.” The
carrier shall notify the insured in writing in a clear and
conspicuous manner of the right to change this written
designation, no less often than once every two years for
insureds who have not attained sixty-two and a half years
and no less than annually for insureds who have attained
age sixty-two and a half years of age.

ii. When the policyholder or certificate holder pays
premium for long-term care insurance coverage through a
payroll or pension deduction plan, the requirements
contained in (a)li above need not be met until 60 days
after the policyholder or certificate holder is no longer on
such a payment plan. The application or enrollment form
for such policies or certificates shall clearly indicate the
payment plan selected by the applicant.

2. Lapse or termination for non-payment of premium.
No individual long-term care policy or group certificate
shall lapse or be terminated for nonpayment of premium or
required contribution unless the carrier, at least 30 days
before the effective date of the lapse or termination, has
given written notice to the insured and to those persons
designated pursuant to (a)l above, at the address provided
by the insured for purposes of receiving notice of lapse or
termination. Notice shall be given by first class United
States mail, postage prepaid; and notice may not be given
until 30 days after a premium or contribution is due and
unpaid. Notice shall be deemed to have been given as of
five days after the date of mailing.

(b) Restoration of Coverage: In addition to the requirement
in (a) above, a long-term care insurance policy or group
certificate shall include a provision that provides for
restoration of coverage in the event of lapse, if the carrier is
provided proof that the policyholder or certificate holder was
cognitively impaired or had a loss of functional capacity
before a premium or contribution was required to be paid. This
option shall be available to the insured if requested within five
months after termination and shall allow for the collection of
past due premium or contributions, where appropriate. The
standard of proof of cognitive impairment or loss of functional
capacity shall not be more stringent than the benefit eligibility
criteria for cognitive impairment or the loss of functional
capacity contained in the policy and certificate.
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11:4-34.6

DEPT. OF INSURANCE

11:4-34.6 Required disclosure provisions

(a) Renewability: Individual long-term care insurance
policies shall contain a renewability provision.

1. The provision shall be appropriately captioned, shall
appear on the first page of the policy, and shall clearly state
that the coverage is guaranteed renewable or noncan-
cellable. This provision shall not apply to individual life
insurance policies and annuity contracts that do not contain
a renewability provision, and under which the right to
nonrenew is reserved solely to the insured or owner.

2. A long-term care insurance policy, other than one
where the carrier does not have the right to change the
premium, shall include a statement that premium rates may
change.

(b) Riders and Endorsements: Except for riders or
endorsements by which the carrier effectuates a request made
in writing by the insured under an individual long-term care
insurance policy or which are required by law, all riders or
endorsements added to an individual long-term care insurance
policy after date of issue or at reinstatement or renewal that
reduce or eliminate benefits or coverage in the policy, or that
increase benefits or coverage with a concomitant increase in
premium, may be rejected by the individual insured and can be
added only with signed acceptance by the individual insured.
Where a separate additional premium is charged for benefits
provided in connection with riders or endorsements, the
premium charge shall be set forth in the policy, rider or
endorsement

(c) Payment of Benefits: A long-term care insurance policy
or certificate that 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 these terms and an explanation of the terms in the
accompanying outline of coverage.

(d) Preexisting Condition Limitations: If a long-term care
insurance policy or certificate contains any limitations with
respect to preexisting conditions, the limitations shall appear
as a separate paragraph of the policy or certificate and shall be
labeled as “Preexisting Condition Limitations.”

(¢) Other Limitations or Conditions on Eligibility for
Benefits: A long-term care insurance policy or certificate may
contain limitations or conditions for eligibility, other than
those prohibited by N.J.S.A. 17B:27E-6¢(2), provided the
policy or certificate describes such limitations or conditions,
including any required number of days of confinement, in a
separate paragraph of the policy or certificate. The policy or
certificate shall label such paragraph “Limitations or
Conditions on Eligibility for Benefits.”

1. Disclosure of Tax Consequences: With regard to life
insurance policies that provide an accelerated benefit for
long-term care, a disclosure statement is required at the time
of application for the policy, certificate or rider and at the
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time the accelerated benefit payment request is submitted
that receipt of these accelerated benefits maybe taxable, and
that assistance should be sought from a personal tax
advisor. The disclosure statement shall be prominently
displayed on the first page of the policy or certificate and
any other related documents. This subsection shall not apply
to qualified long-term care insurance contracts.

(f) Benefit Triggers: Activities of daily living and cognitive
impairment shall be used to measure an insured’s need for
long-term care and shall be described in the policy or
certificate in a separate paragraph that shall be labeled
“Eligibility for the Payment of Benefits.” Any additional
benefit triggers shall also be explained in this section. If these
triggers differ for different benefits, an explanation of the
trigger shall 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 shall be specified.

(8) A qualified long-term care insurance contract shall
include a disclosure statement in the policy, or certificate and
in the outline of coverage as contained in item 3 in the form
for outline of coverage at N.J.A.C. 11:4-34.27(a)5, that the
policy is intended to be a qualified long-term care insurance
contract under Section 7702B(b) of the Internal Revenue Code
of 1986, as amended.

(h) A nonqualified long-term care insurance contract shall
include a disclosure statement in the policy, or certificate and
in the outline of coverage as contained in item 3 in the form
for outline of coverage at N.J.A.C. 1 1:4-34.27(a)5, that the
policy is not intended to be a qualified long-term care
insurance contract under Section 7702B(b) of the Internal
Revenue Code of 1986, as amended.

11:4-34.7 Required disclosure of rating practices to
consumers

(a) This section applies to any long-term care policy or
certificate issued on or after December 19, 2005.

(b) Other than policies for which no applicable premium
rate or rate schedule increases can be made, carriers shall
provide all of the information listed in this subsection to the
applicant at the time of application or enrollment, unless the
method of application does not allow for delivery at that time.
In such a case, a carrier shall provide all of the information
listed below to the applicant no later than at the time of
delivery of the policy or certificate.

1. A statement that the policy or certificate may be
subject to rate increases in the future, including the
circumstances that might lead to a rate increase. The
description of circumstances shall include those factors that
pose significant risk of rate increases to policyholders or
certificate holders;

2. An explanation of potential premium rate revisions,
and the policyholder’s or certificate holder’s option(s) in the
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