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[SECOND OFFICIAL COpy REPRINT]

SENATE, No. 2148
----+----

STATE OF NEW JERSEY

INTRODUCED MARCH 19, 1973

By Senators PARKER and MILLER

Referred to Committee on Institutions, Health and Welfare

Ax ACT to prodde alternatives for health care delivery, to provide

for the establishment and certification of health maintenance

organizations and to establish the duties and responsibilities of

the Commissioner of Health and the Commissioner of Insuranee

in supelTising these OI'g'<lniz:ttions, ·[and]" supplementing Title

26 of the Revised Statutes *(1llil 11/akillg all a}JproV"iation

then:f01'·.

1 BE IT ENACTED by the Senate and General Assembly of the State

2 of New Jersey:

1 1. Short title. This act may be cited as the" Health 'Maintenance

2 Organizations Act."

1 2. Definitions. a. "Commissioner" means the State Commissioner

2 of Health.

3 b. "[" ~1inil11um lwalth care servic.es" means]'" .. " Basic *"'[com­

4 pl'ehensin0]~* health "~carc*'" sen·ices" ·~[(111d]"'· ....meal1s··

5 those scrvices u ,""" inclllding but not limited to· emergency care,

6 inpati0nt hospital and pl1y"irian care~ cll1d out.pati('nt medieal

7 servi~>esu, designatc'] by regulations promulgated by the C01ll-

G" , ''$1ttW

8 .. ".rmS810ner .

9 c. "["Health ('ar(' SC'lTic('s" inrlude:-]* "['''Comprehensive

10 lzc(Jlt7I]~' ". Health" core seni('cs" irldlldcs basic """[c01llprc1Ien­

11 Si1'C' minimum]"" h0alth ('(\1'(' SC'lTi('(,f; and any additional sen-ic:es

12 """[included 1n tllP furni"hinQ to Hn~- 1ndi,-ic1nal of 11lC'c1ical or

12.\ dental earl', or llospit::diz1tion or incic1f'nt to the furnishing of

12B such rare or hospitalization, as w011 as the furnishing to any person

12c of any and all other sen-ices for the purpose of preventing,

12D alle,'iating:, curmg, or healing hUl11rll1 illness or injury]'"

12E Hde.<,rIllated ll.l! I'Uli tlatiolls jJrOii,u7:'lot( d ll!! the ('('ii/missioner*".

EXPL>\NATION-"alter cnelo,..d in bold·facer] brackets [lhus] in the abo~'e hill
is not cnacled and is intended to be omitted in tbe law.
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13 d. "r~nrollee" means an indiyidual wlJO has been enrolled with

14 a health maintenance ol'ga!liz~,tion.

15 e. "Evidence of covenlgc" me'an:, any booklet, certificate, agree­

16 ment, or contract iSS1H'd to an ('11ro11('e sC'ttiug out the selTiees

17 and other benefits to which he is elltitkd.

18 f. "Health maintenance organization" means any person which

19 *[vro"id('~ or arrangC':- for at h'a"t minimum]' "dircctly or through

20 cmdraets lcith P10l'idcL~ f/(rllisli('~ I1t least uasic cOlllprehclIsi1'e*

20A health care sC'n'ieC's Oll a prepuid h~lsis to enrollees in a designated

20n geographical area.

21 g. "Person" means any natural or artif1cial person including

22 but not limited to illdividuals, lwrtnerships, associations, trusts, or

23 corporations.

24 h. "Proyider" means nny physician, hospit.al, or other person

25 which is licensed or otherwise authorized in this State to furnish

26 health care sen'ices.

27 i. "Health care facility" means the facility or institution whether

28 public or pri\'ate. engaged in lwoviding services for health main­

29 tenance organizations, diagnosis or treatment of human disease,

30 pain, injury, deformity or physieal conditioll, including, but not

31 limited to, a general hO~]Jital, Sl)eeial hospital, mental hospital,

32 publie health center, cliagnostic center, treatment center, rehabilita­

33 tion center, extended care facility, skilled nursing home, nursing

34 home, intennediate care facility, tuberculosis hospital, chronic

35 disease hospital, maternity hospital, outpatient clinic, dispensary,

36 horne health care agency, boarding home or other home for the

37 sheltered care of adult persons and bio-analytical laboratory or

38 central seniees facility sening one or more such institutions but

39 exeluding institutiom that pro,'ide healing solely by prayer.

1 3. Establishment of health maintenance organizations. a. Not­

2 withstanding any law of this State to the contrary, any person may

3 apply to the commissioner for and obtain a certificate of uutJloriiy

4 to establish and operate a healtll maintenance organization in

5 compliance with this aet. ~o pcr",on shall establish or operate a

6 healtll maintenance organization in tllis Statee, nor]'" \\'ithout

7 compliance \\'ith reguhltiolls to 1)(' promulgated by the C"ommis­

8 sioner", 1/01''' sell, offer to se]], 01' ,--oljeit offers to purchase or

9 reeeiYe ach'anee or j'(,l'ioc1ic con:,itleratioll in conjunction ",ith a

10 health maintenance' olgunization \\'itllOut obtaillillg a ccrtificatc of

11 autllOrity under 111is ad. ,Yllen tll(, l'stahlisLnwnt 01' operation

12 of a health maintcnullce organiz"tion il1\'oln's the construction of

13 a health care facility or any change in or expansion of a health

14 care facility or im'olws'[an expc'nditure for the institution of new
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15 healtb carl' servic(':" no application to (':"tal']i~h alHI operate a bNllth

16 maintellanee organizatiun llursuant linda :";)ulJ 1)(~ appro\'l'l! until

17 thl) applicant bas rec('ivcd a certificat(' of ]J('('d as provided for in

IS section 7 of P. 1.. 1~)7]. c. 1~~(;. t I:e 11 ,'a ItlJ Care Faci Ii ties Act

HIA (C. :26:2H-7)]" "tlu institutiull uf IIC/(' hcal!ll care sen'ices as

18B dcfillcdin scdiun 7 of the l1(altll Caf( Pacilities Planning Act

18c (P. L. 1.971, c. 13G, C. ;:(;:211-7), said 7u'(/ltll maintenancc ol'[1((l1iza­

18D tion shall abide by all prorisiolls of P. L. 1.971, c. 13G. All health

HlE earc facilities utilized by a 7mtltll mailltcJlc1JlCC organization or its

l~,F agclds s71all compl!) {ritlt tltc l{UIISllle pl'ul'isiuilS uf scctiOJl 12 of

18G the Health Care Fucilities PloJiJiin[l Act (C. 2(i:211-12)'.

19 b. Every bealtb maintenance 0 rganizat ion as of tbe effective

20 date of tbis act sball submit an applieation for a certificate of

21 autbori ty under subsection c. of tbis section witbin 90 days of tbe

22 effectiye date of this act. Each such applicant may continue to

23 operate until tbe COllJlllissioner ads upon tbe application. In tbe

24 event that an application is denied under section 4, bereof, the

25 applicant sbaIl benceforth be treated as a bealth maintenance 01'­

26 ganization whose certificate of authority bas been revoked.

27 c. Eacb application for a certificate of authority shall be verified

28 by an officer or autborized representatiYe of tbe applicant, sball

29 be in a form prescribed by tbe conllnis~ioner, and shall set forth

30 or be accompanied by the following:

31 (1) a copy of the basic organizational documenV'[, if any,]" of

32 the applie,ant such as tbe al'tieles of incorporation, articles of

33 association, partnership agreement, trust agreement, or other

34 applicable documents, and all amendments tbereto;

35 (2) a copy of the bylaws, rules and regulations, or similar docu­

36 ment"[, if any,]" regulating the conduct of tbe internal affairs of

37 the applieant;

38 (3) a list of the names, addresses, and official positions of the

39 persons who are to be responsible for the conduct of the affairs

40 of the applicant;

41 (4) a copy of any contract made or to be made between any

42 providers or persons listed in paragraph (3) of tlus subsection

43 and tbe applicant;

44 (5) a copy of any contract made or to be made \\"ith an insurer

45 or a hospital or medical service corporation;

46 (6) a statement generally describing the health maintenance

47 organization, its facilities, and personnel;

48 (7) a copy of the form of eyidence of conrage to be issued to

49 the enrollees;
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50

51

52

53

54

55

56

57

58

59

60

61

62
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74

75
76
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81

82

83

1

2

3

4

5

6

7

(8) a copy of the form of tbe group contract, if any, wbich is to

be issued to employers, unions, tru:-tcC'8, or other organizations;

(9) recent financial statenwnts SllOWillg the applicant's assets,

liabilities, and sources of financial support;

(10) a general description of the proposed method of marketing

and financing and a statement as to the sources of funding;

(11) a power of attorney duly executed by such applicant, if

not domiciled in this State, appointing the commissioner and his

successors in offiee, and duly autllOrizC'd deputies, as the true and

lawful attorney of SUell applicant in and for this State upon whom

all lawful process in any legal action or proceC'ding against the

health maintenance organization 011 a cause of action arising, in

this State Inay bc sened;

(12) a statement rC'asonably describing the geographic area or

areas to be served;

(13) a general description of the complaint procedures to be

ntilizc'(l as rc'quil'ed under sec·tion '''Ill]';' .. '12'~", hereof;

(14) a general description of the procedures and programs to

be implemented to meet the quality of llealth care requirements

in section 4 a. (2), hereof;

(15) a gC'nC'ral description of the mechanism by wIlieh enrollees

will be afforded an opportunity to participate in matters of policy

and operation under f'C'ction G b., 11E'reof P [.]H .,.. ,H

**(16) sue], otli(1' i}lfor7ll n tioll as the (olli/nissioner may n(jui/'e

to make the determinations 1"f'Quired l).lI section 4 hereof.

d. (1) a health 1J,ointenallec organization shall, unless otherwise

prorided for in this aet, file a notice describing any modification

of the information required by subsection c. of this section. Such

l/Olice shall be filed Uitll the eomJllissiollC/' prior to the modification.

If the commissionr1' docs riot disapprorc lrithin 30 days of filing,

such modification shall be dceilled approad.

(2) flle commissioner may proJiiulgale rules and regulations

e:H'JI1]Jling from the filing requirell/cnts of paragraph (1) of this

subsection thoseitews he deems 1i111leccssary."'"

4. Issuance of certificate of authority. a. (1) r pon receipt of

an application for issuance of a cc1'ti11cate of authority the eommis­

sioner shall f ortllwi tb tral1smi t copi es of such RIJpJiC:1 tion and

accompanying documents to the Commissioner of Insurance. The

approval of the COll1mis~ione1' of Insurance sball be required to

the extent that tbe proposal inyoh'es tlJc doillg of an insurance

business or a eontl'flct with an insurer or bosrlital or l11C'dical Sl'lTice
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8 corporation. "[This apprond slJall not k· necessary in the ease of

9 incidental arrangell1l'nb for insnrallc(' risks.]"

10 (2) Tbe ('oJ11111issioncr ::;lwll determine' wlJC'jJwr the applicant for

11 a certificate of authority:

]2 (a) bas dcmonstrut('tl the "[\\"illingJl('ss and]" potC'ntial ability to

13 nssurC' that lOUClJ l](:alth care senices will lw provided ill a manner

14 to assure both anlilabilit:; aml [l('('.(>ssibility of adequate personnel

15 amI facilities and in a manner pnlwllcillg uYailability, accessibility

16 and c-Ontinuity of senicc ;

]7 (b) has arrangements for an on-going qual1ty of bealth care

18 assunmce program; and

19 (c) "[bas a procedure es1ablisllcd to deyeloj1, com}lile, eyaluate,

20 and report statistics relating to tllC eost of its operations, the

21 pattern of utilization of its sen'ices, tLe aYailability and acces­

2~ sihility of its services']" Hlw8 a procedure to"" "establish and

2:2A maintain a 1111 if 01"'111 system of cost (/('Counti1lg approrcrl by the

22B commissioner; estaldish and maintain a uniform system of ,'eports

22c and audits 111('Ctil1/"1 the f'ef)uire)))euf8 of the comll/issioner; and

2:2n prepare and rerie/V anll1w71y a long range plan for the provision

~2E of health care sen'iccs, 11'1Iich 1Jlall shall be compatible u'ith the

2:2F ,c..,'tate Hea'th Plan c"talJlishcd jlllr:-:uo/lf to the "Comprehensi1;e

:22G Health Planning "lid ['/lUie llcillth SClTiccs Amendments of 1%6"

22H (Federal Lau' 89-749) as related to medical health services, Jlealth

22r care s('rricrs aud health manpOltcr."

23 (3) 'Vhere the application has been rejeeted the commissioner

24 shall specify in what respect it fails to comply and, if applicable,

25 specifies in what respect the proposal fails to eomply with the

26 requirements of tbe Commissioner of Insurance.

27 b, Issuance of a certificate of authority shall be granted upon

28 payment of tbe a]lrdication fee presC'ribed in section U[22]*'*

:29 ., 2.3 U hereof if tll(> cOll\lllissiOlWr and, if ar'plicable, tlle' Commis­

30 SlOneI' of Insurance, are satisfied that the following conditions

30A are met:

31 (1) the bealth maintenance organization's proposed plan of

32 operation meets the requirements of subsection a. (2) of this section;

33 (2) tbe applicant's proposal sets forth an appropriate meeha­

34 nisl11 wh0reby the health maintenance organization will effectively

35 proyide or arrange for the provision of bealtL care sen-ices on a

36 pJ'C'paid basis;

37 (3) the health maintenance organization is financially sound and

38 may reasonably be cxpec1vd to meet its oLligations to enrollees and

39 prospeetiYe enrollees. In making tl1is dctE'l'Inination, tbe COIll­

40 missioner may consider:
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41 (a) thc' ad0quacy of worldng' capital nnd funding: sources;

4:! (b) agre011wllts if any, 'with an illsur0r, a hospital or m0dical

43 service corporation, a government, or any other organization for

44 imuring OJe paymC'l1f of tlJe cost of health can' Ser'-)0eS or the

45 provision for automfltic a]ljJlicability of an alter]}::ltive coverage

46 in the en-nt of discontinnanrp of thp plan;

47 (c) any agn-('mellt ,vith providers for the prodsion of health

48 ea re sen-icps: ,. [aml)" *

49 (d) any deposit of cnsh or forlll of g"nanmty or se0urit~T sub­

50 lIlitted ill ul'conlmw(' ",in, ~c-diOlJ • '[13]'" ~'14"· llereof to assur0

31 tlwt t]lf' oll1igutjOllS ,,-ill hl' llnly ])('rfol'l11l'd; Hand"

;')1 A HI (') tlll /ii/lllIcial 801l11'1111'S8 of fllc 7UJIltli nJlI;nIClI((lIN' orgoniza­

5113 tion's arrallgemenls tor 11('lIln carl' scrrices 111ld flll: schedule of

51c r)wrgrs IIscd ill cOld/eefilm thercwith ;**

52 (4) the enrollees will be afforded an opportunity to participate

53 in matters of polic~' and operation pursuant to section 6 hereof;

54 (5) nothing in the pro]losed metbod of operntion, as ShOWll by

5;) tbe infornwtion submitted pursuant to section 3 bereof or by

5G independent inH'stigation, is contrary to the public interest; and

;), (G) lmy ddkil'llties found IJY tlw commissioner H or the Com-

58 missioller of 1118I1rO)/CC'" han' heen eorrected.

59 c. A certificnte of autbority sllall be denied only after compliance

60 with the requirements of sC'etioll ~'[:21]'H '*2.?H herE'of.

1 5. Powers of healtlJ maintenance organizations. a. The powers

.. of a healtb maintenance organization include, "[but are not limited

3 tor the follo\,-ing:

4 (1) the purchase, lease, construction, renovation, operation, or

5 maintenance of healtb care facilities, and tbeir ancillary equipment,

6 and such property as may reasonably be required for its principal

7 office or for suc·h otber purposes as may be neeessary in tbe trans­

S action of the business of the organiwtion;

9 (2) tbe receiYing of funds by loan or othen\-ise;

10 (3) the making of loans to a medical group under contract \\itb

11 it in furtherance of its program 01' tbe making of loans to a

12 corporation or corporations under its cOlltrol for the purpose of

13 acquiring or CUl1,;;:tructing health care facilities 01' in furtberance

14 of a prog;'al1l }lroyiding bealtlJ ('are sen-ices to ('nroll<.'('s:

15 (4) *[ibe furnislling' of' lJ(>alth care sf'ITiccs tLrollgh ]Jroyiders

16 'wbich arC' uncleI' contract with 01' C'l1Jployed by the healtb mainte­

17 nance organization :]"'thc assilmption of n'c"'jJolIsilJilify for the

17 ..... furnishiu!J of bel/ltll carc scrl'iccs through jJrol'idcrs which orc

17B under contract 1I'it1l or til/phi/jed '&.IJ the hcaltlt IIl((ill(('II(III('('

lie organization fo persons inclllding lJllt not lilllited to enrollees;'"
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18 (5) tl.le ('ontrlldin~' ,,-ith ml~' JI('r~Oll for the lwrfornwIlcc on its

19 belwlf of certain functions SUell as marketing, enrollment and

20 ndministration;

2] (6) 111e (,olltr(lctin~' witll an lJJSllrallC(' ('o]]lpan~' licellse(l ill thi~

22 Stntl', or wiill a 110spiial or medical ~eni('e corporniiOll authoriwd

23 to do business in this Staie, for thr }Jro\'ision of insuranec,

24 indemnity, or reimbursement agnill~t iJll? eo;.;t of hC'altlJ ('a 1'(' SC'lTiccs

25 l1l'ovided by tllC' bC'altL maintcllftll('c or.~aniz:dion whi('1 DIay includc

26 provi~ions for nasonahlc e1assifkntions for the.' lHlrjlosC' of <,stnb­

27 lishing ratc's and reasonable rC'stridioni' based on undcT'writing

28 considerations; and

29 (I) tIle offerin;2:, in addition to '[milJilJlumT • IN/sir' "[COIiI-

29.\ prclu'11sirc']'l'" 1eaJtJl curC' selTiees, of:

30 (a) additional healtb care services;

31 (b) indemnity benefits coYeJ'lng: out-of-area or emergency

32 services; and

33 (c) indemnity lJellelits, in addition to t108C relating to out-of­

34 area and emer!-Cl'IlCY s('nlces, llroyic1eu tlJl'ough insurers or llO::ipital

35 or medical sen'ice corporations.

36 *[(8) any other power not elllUllerated herein uut necessary to

37 the establislllllC'llt and OlJ~raticJll of a 1le<11th maintenance orga­

38 nization.]*

39 ""b. (1) A. l/ca1th maintel/aJlcc organization shall file notice, 1{'ith

40 adequate slIpporti1ig inf01l11atioll,ll'ith the COli/missioner prior to

41 thc exercise of all!) power grouted i1/ subsection a. (1) 01- (2) of

42 this section. The COiillJiissioncl- shall disapprore such exel-eisc of

43 pou'cr if in l/is ojJi'nioJl it u'ould substantially and adrerscly affect

44 the financial sOllndl1ess of the healtlt lIIaiiitelioliCC orpa11izafiml and

45 endanger its ability to /IIeet its obligations. If the Call/missioner

46 does not disapprOL'c lI'itlti11 30 days of filing, it sholl be decl/led

47 appro red.

48 (2) The CO;11I1118S101/1T 1i/Oij Inolillf1gate niles and regulations

49 c)'emptii/(J fro/ll fll(' fi1iJl,o rlqlfidlillltfS of j!({ul!110ph (1) of this

50 subsection fl/Osc ol'firitics lll/i'illq a 11e I/,inimis ('freet!'"

1 6. Gonrning body. a. Tbe goyerning body of any healtb mainte­

2 nance organization may inc1nde proYiders, otber individuals, or

3 both.

4 b, SueD gonrmng body sball establish a mecbanism to afford

5 tbe enrollces an opportunity to participate in matters of policy

6 and operation throng1J the ('stablishment of adyisory panels, by

7 the use of adyisory referenda on major policy decisions, or through

8 the use of other mecbanisms.
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1 i. Protection against wrongful actf' . .Any rlirpctor, officer cm­

2 ployee or pnrtnC'T of a health maintenance organization who re­

3 cein's, co11('('t8, disbnrses, or inwsts funds in connC'ction ",itb the

4 adiyitiC's of s11cll organization shaJ) he honch'd in an amount to be

J detrnninE'd by the commissioner.

1 8. E"idel1ce of co\'eragf'. a. (1) EmolleC's an' C'ntitlprl to receive

2 p\"idencE' of co"C'rage and e"idf'ne(' of 0)(> tot al amount of -payment

3 w}Jich the E'DroJ)ee is obligatE'd to prepay for llC'altlJ care sen'ices

4 and, where applicable, for indf'mnity 1)('ndlts. If an ellTo}]ee ob­

5 tains CO\'C'rClge throngh an insurance policy or through a contract

6 issued by a hospital or medical senicl' corporation, wbether by

7 option or otherwisE', the insurer or the hospital or medical service

8 corporation Sl1311 issue the e\'idenee of coverage. OtherwisE', the

9 health maintenanee organization shall issue the e"idence of cov-

maintenance organization's method for rosoh-ing enrollee

eOlll]J1aints"'[.]·" ''''; and*"

(3) An E'\'idence of con'rage shall contain:

(a) provisions or statements which arE' not unjust, unfair, in­

equitablE', mislE'ading, deceptivE', or which encourage misrepre­

sentation, or which arc untrue, misleading or deceptiYe as defined

in sE'ction 14 a., hereof; and

(b) a clear and complete statement, if a contract, or a reason­

ably complC'fe summary, if a certificatE', of:

(i) the health care services and where applicable the in­

suran~eor other bE'nE'fits, if an~', to which enrolleE'S are entitlE'd ;

(ii) any limitations on the serYicE's, kind of sen'ices, benefits,

or kind of benefits, to be provided, inclnding any deductible

or co-pa~-ment featnre;

(iii) ",hc're and in wbat manner iDformation is ayailah1c as

to 11O\Y ::;c]'Yil'V" may 1)e obtainpd; ,. [and]"'''

(iy) a clear aDd understandable description of tbe lwalth

22

26

28

2i

23

24

30

31

10 erage.

11 (2) No e,idl'nce of coyerage, or amendment thereto, s11a11 he

12 issmd or deliYC'red to an~' person nntil a copy of the form of the

13 Hidencc' of coyerage, or amC'ndmE'nt t1wreto, has bC'E'n filed \<;'ith

14 the commissionE'r or, wherE' applicablE', ,,'ith the Commissioner of

15 Insurance.

16

17

18

19

20

21

32A "*{t:} the total Oll/Olint of payment for health carr scr1'ices

3~B and the indemnity or scrriu benefits, if any, 1fhich the c/lTollee

32c is obli.Q(l!ed to pay with respect to illdil'id/lol c(Jltfl'f/cf,o. or nil

3:2n inrlicotiml lrlwthcl' fl/e }J/({ll is l'ontriIJllto(// or l/o/l-crmtriblitory

32£ uitll respect to .fJroup certifi.cates."·'
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33 (4) Any Sll hseqllent rlHUlge may be e\"idenced in a separate

34 eJorument issue'eJ to the' enrollee.

~+\ f "'h. (1) uo ."(·h('(1111(· of t1i11I'.Qcs (or ('l1l'ollel' ('(J1·era.Qr for health

:~'+H carl' s('/Ti(·(·s. or (IlIlIm/lII( lit flu 7'f to, may he IIsed by n !teolth

;\4-(' 11/11 ill tl'lI a 1/('/' o/.'!aui:atioll 1I;ltil :1 ('uFI} of 81/(·h sehrduTr. or amc1/d­

34]) II/{"nt tlu'1"eto. ha.e:; ll('('/Ifilcd ".ith (lua a'JIJrOl'ed by thr commissioller.

:J4E The ('01ll1llissi01/{r of IIlSI/1'(/}/('(' .dudl certify to the commissioner

34F u'hcther the sd/('d/Ile of e1/(7I'9('s IlIl'rdS the requirements of para­

:l..kqrnjil, (2) of this sllb."l'(ti(l/I.

::4lf (2) s//eh charge.': III".'} III' ('st"l,lislurl in acco1'(l"l/('(' 16t1l nctuariol

::41 jirilleiplcs for I'arioils 1'111('.'1ol'ies of I'Ill'ollu:s, prot'iderl that charges

;-)4.1 ,,})})1i('(/hle to (11/ ('l/rollec "llflill/of be illdil'idl/ally determined based

:)41, 011 the statl/S of liis h(lIltli, no/u'/'cr, the charges shall not be

0-tL C,tccss-irc, il/odc'll/ate, OJ' 1I11{"id.J/ discriminatory. A certification.

34,,1 b/} a fjualified ocfll(ll'y. to th" GjljJrojiri"te1!css of the ,llarges, based

84l\ UII l'eoS(Jl/a!Jlc aSSllllljdiollS, sl/lln I/ccompany the jilillg along l.cith

34:0 adrqllate sll]J]JOrtil/1 111j'orlll(7tion.*'"

35 **[b.]"" ""c.:" Tll(> commi,I.;siol1C'J' or, W]l(,],(· applieahle, the

36 ('olJlIllissionc'l' of Ill;-'llrnuC'(' shall a)lllro\'(' any fonn if the require­

37 1lH'111,.; of sull,,;pction a. of tlJi,,; section an' ml't Hand un!} schedule

38 of cl,nrgcs if the refjllirel/luds of sllbsection v. of this section are

30 mct H
• It slJall he ullla"rul to issue sudJ for111 H or to lise sueh

40 sehcdule of Ch01'9C8*' until apl'row<1. 1f tlle eommissioner or

4:1 Commissioner of Insul'itllcl.', ",lien' applicable, disalJpron's such

42 filing', lJe shall notify the filer. In the notice, the commissioner or

43 Commissioner of ]wiurancc" w1wr(' applicable, shall specify the

44: reasons for his (lisapproYaJ. A hearing will be granted within 20

45 d(l~'s aft('r a rellueFt in \\Titing b~' tlw 11e1';30n filing. If the eOlll­

46 missioner or Commissioner of Insurance, where applic.able, does

47 not appro\'(' an~' for111 witllin 30 da~'s of the filing of such forms

48 or charges, tlll.'Y shall be eJc·emed approyed.

4!1 **[l'.]u Hd.*" The cOllunisi"ioner or Commissioner of Insur­

50 aneE', where ill,plicable, ma~- requir(' tIle submission of whate\'er

51 relC'\"ant infonn;\tiol1 he dec'llis npec'ssary in determining whether

52 to appro\-e or disapproYC' n filing made pursuant to this section.

1 9. Annual report. a. E\"ery health maintenance organization

2 shan annually, on or before :Marcb 1, file a report verified by at

3 least two principal officers witb the commissioner, with a copy to

4 tbe Commissioner of Insurance covering the preceding calendar

5 year.

6 h. Sneh report slIalJ be on forms prescribed by the commissioner

7 und shall include:



10

8 (1) a financial statement of thl' organization, inclurling it~ bal­

9 ance sheet and recpipts and disburscnH'nts for thC' prC'cC'ding year

10 certified by an illdC'pendC'nt public aecountant;

11 (2) any material elwnges in the' information slIhmitterl pursuant

12 to section 3 c. hereof;

13 (3) the number of pprsons enrolled during HI(' year, the llllmber

14 of enrollees as of the end of thC' year and t11C' number of cnrollmC'nts

15 terminated during the year;

16 (4) a summary of information compiled pursuant to sC'ction 4 a.

17 (2) (l') hereof in such fOl'llI as n'qlli\'~'d h~' tIl(' "[l'olllmi:,;siOlH'r

18 of HC'alth]*'" U('ommis.<::ionr·r" ; ann

19 (5) such other information rC'lating to the performance of tbe

20 health maintC'nancc' organization as is nece'ssary to C'nable the com­

21 missioner to carry out bis dnties under this act.

1 10. Information to C'nrollees. a. Enry health maintenance 01'­

2 ganization shall annually pro\'ide to its enrollees:

3 (l) a summary of any material changes since the Issuance of

4 the last report;

5 (2) a description of ·"the al'oila!ile h('alth carc'" sernet's and

6 information as to where and how to f"('(,l1le them; and

7 (3) a clear and understandable description of the bealth mainte­

8 nance organization's method for resoh'ing enrollee complaints.

9 b. Every health maintenance organization shall make available

10 to its enrollees the most recent annual statement of financial con­

n dition.

1 --11. a. After a health maintenance organization has been in

2 operation 24 months, it shall have an annual open enrollment period

3 of at least one month during which it accepts enrollees up to the

4 limits of its capacity, as determined by the health maintenance

5 organization, in the order in which they apply for enrollment. A

6 health maintenance organization may apply to the commissioner

7 for authorization to impose such underwriting restrictions IIpon

8 enrollment as are necessary to preserve its financial stability, to

9 prevent excessive adrerse selection by prospfctire enrollees, or to

10 avoid unreasonably high or unmarketable charges for enrollee

11 coverage for health care services. The cornmissio'tler shall approve

12 or deny such application u'ithin 30 days of the receipt thereof from

13 the health maintenance organization. The Commissioner of In­

14 surance shall certify to the commissioner the appropriateness of

15 any requested underu:riting restrictions.

16 b. Health maintenance organizations proriding or arranging for

17 sen'ices exdusircly on a group contract !iasis may limit fllc open

RIIf
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]8 cnrollmenf 1J1'o1"ldr'd for in slIbsertion a, to all mcmbers of thc

]~) groU1) or ,Q"OIl]JS cO,'C7'ed lly such confracts."

] U[ll.]u "12,·· Complaint ~ystem, a, (l) Every l)('alth maint.e­

2 nance orgnnizntion s1lall f'stahlish and maintain a complaint system

;:l to provide I'rHsonnble procedures for the resolution of written

4 complnints initillted by enrollee's conceruing- health care services.

5 (2) Each health maintenance organization shall submit to the

6 eommissionpr an annllnl l'('port ill a form prcscribpd by him which

7 shall indude:

8 (a) a description of the procedures of such complaint system;

9 H[llnd]U

10 (b) the total numlJC'r of wri Urn complaints handled through

11 such complaint systpm and a compilation of c.auses underlying the

]2 complaints filecl""'['T* u; and*"

]2A U(c) the l1umllc1". amount, and disposition of malpractice claitns

]2B settled durin,Q the year lJy the health maintcnance organization and

12c any of the proriders used by it.'"

13 b. The health maintenance organization shall maintain records

14 of written complaints filed with it coneerning other than health care

15 services Hand shall submif to the commissioner a summary report

]6 at such times and 1'1'1 such format as the commissioner may re­

17 quire".

18 c. The commlSS101H'r may examine such complaint systpm.

1 U[12.]"* "13." InYestments. ,Vith the exception of invest­

2 ments made in aecordance with section 5 a, (1) and (3) hereof, the

3 inyestable funds of a health maintenance organization shall be only

4 in securities or other investments permitted by the laws of this

5 State for the investment of assets eonstituting the legal reserves

6 of life insurance companies or such other securities or investments

7 as the commissioner may permit "'with the appro'cal of the Com­

8 missioner of Insurance ....

1 "[13.]"* U 14.Hi Protection against insolvency. Each health

2 maintenance organization shall de.posit cash or a form of guaranty

3 or security in such amount as will assure that the obligations to

4 the enrollees will be performed Uin such amount and u ·for such

5 time as prescribed by the commissioner, or where applicable by the

6 Commissioner of Insurance·. The commissioner may waive this

7 requirement whenever satisfied that the assets of the organization

8 or its contracts with insurers, hospital or medical service corpo­

9 ration governments, or other organizations are sufficient to reason-

10 ably assure the performance of its obligations.
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1 U[14.]H U J[i." ProlJihitl'd pr:1C'tic(·:-;. ll. Xo lle:dtll IllnintvlJaJl('('

2 orgullizatioll, or n'}I]"('s('utatin' then'of, nlllY "aui'(' or J\llowingly

3 permit fbe me of al1n'rti;.;inl-~: which js unt fUl' or lllisll':Hlillg. :-;oliej­

4 tation which is untrue or misleading', or allY fOrIl! of t'vidl'llC(' of

5 coverage which is deceptiH'. For purpose of thi" act:

6 (1) a statement or item of illformation shan hc decmed to be

7 untrue if it does not conform to fad in any rCf'}lect which is or may

8 be significant to an emollee of, or persoll considering enrollmcnt

9 in, a health care plan;

10 (2) a statement or item of uJformntion shall be dcemed to be

11 misleading, whether or not it may be literally Ulltrue, if, ill the

12 total context in whieh such statement i:,; llJadc~ 01' such item of

13 information is eommullicated, such statement or itt'm of illforma­

14 tion may be reasonably understood by a reasonable person, 110t

15 possessing special knowledge regarding health care coverage, as

16 indicating any benefit or ad"mntage or the abscnce of any exclusion,

17 limitation, or disad\'antage of possible signiiicallce to an enrollee

18 of, or person considering enrollment in, a health care plan, if &uch

19 benefit or advantage or absence of limitation, exclusion or dis­

20 advantage does not in fact exist;

21 (3) an evidence of coverage shall be deemed to be deceptin if

22 the evidence of coverage taken as a whole, and "with consideration

23 given to typography and format, as well as language, shall be such

24 as to Muse a reasonable perSOll, not possessing special knowledge

25 regarding health care planD and evidenees of coverage therefore,

26 to expect benefits, senices, charges, or other adYillltages which the

27 evidence of coverage does not provide or which the health care

2'8 plan issuing such evidence of coverage does not regularly make

29 available for enrollees covered under such evidence of coverage.

30 b. The unfair trade practice pro\'isions of the Xew Jersey

31 insurance law (N..J. S. liB :30-1 through 22) shall be construed

32 to apply to health maintenance organizations, health c.are plans

33 and evidences of coverage eXl~ept to the extent that the commis­

34 sioner determines that the nature of health maintenanc€ organiza­

35 tions, health care plans and e\'idence of coverage render such

36 sections clearly inappropriate.

37 c. An enrollee may not be canceled or nonrenewed except for

38 the failure to pay the charge for such coverage, or for such other

39 reasons as may be promulgated by the commissioner.

40 d. No health maintenance organization, unless licensed as an

41 insurer, may use in its name, e\-idence of co\-erage, or litC'rature

42 any of the words" insurance," "as~urance," "casualty, ., "surety,' ,
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"mutual," 'or nlly 0111(,1' word~ dp~(Tipti\"e of t1H' iW'llra])('(',

casualty, or 8urd~- lmsim's;; or d('ceptiq·]y f'imiJar 10 till' 1WIll(> or

description of lilly in~l1ranee, or surdy corporat iOIl doillg' llU~i1lP~;;

in this State"' [. proyidpd hCJW('Y(>J" tlJ:lt s11e]1 11~a~c' s1I;111 C'OllI'01'l])

to tIl(' rel/llirl'lI1pllf:- of s('ction 14 ;1. (,'1)]' ".

"The pro/'isiolls of fllis scdioll 87/(/11 IN> cllforccr! 11.11 flll :'{IIi! I'

Din'etor of tlie DirisioJl of Consllwer Affairs (/W], u'h('f(' (/}J]Jlinll!lc.

the carl/missioner or the C01ilmissi(!1I(e1' olluSllrllll('c! :. ;Yotliill/!

in this act shall limit the powers of the Atfor}/C!f (,'clIcJ"{/l lind tlll'

procedures witll respect to (OllSlllller fralld ill X. J. ,\'..i(; :/,-] ('I

seq.""

B[15.]", ""l(i.·' Regulation of ag(ll1ts. TIll' comllll"Sloncr

""'[with thc eon8C'l1t of 111p Conllllissio11(>r of lnsural1ce]*'l: may,

after notic-e and hearing, promulgate sue]l reasonable rules and

regulations", 'tcltich hare been (IjJ}Jrol"cd lJy tltt; Commissiuner of

Insurance;"" as are necessary to proYidc' for tIle certiiic.ation of

agents. An agent as used herein means a person di rectly or in­

directly associated \\~ith a health maintenance organization who

engages in solicitatioll or enrolhnent for compensation.

U[16.]"·~ .....17..... Powers of insurers and ho:o:pital and medical

service corporations. a. An insurance compan~' licensed in this

State, or a hO::ijJital or medical sen-ice c'orpol'ation autLorized

to do business in this State, may either diree-tly 01' through

a subsidiary or affiliate organize and operate a bealtl.! maintenance

organization under the provisions of this act. :t\otwithstanding any

other la-w which may be inconsistent herewith, any two or more

sueh insurance companies, hO:3pital or medical service corporations,

or subsidiaries or affiliates thereof, may jointly organize and op­

erate a health maintenaIlCe organization.

b. Kotwithstanding any provision of Title 17 of the Revised

Statutes and Title 17B of the New Jersey Statutes, an insurer or

a hospital or medical service corporation may contract with a

health maintenance organization to provide insurance or protec­

tion against the cost of care furnished through health maintenance

organizations and to provide conrage in the event of the failure

of health maintenance organization to meet its obligations. The

enrollees of a lwaltb maintenance organization constitute a per­

missible group under such laws. Among other things, under such

contracts, the insurer or hospital or medical selTlce corporation

may make benefit payments to bealtb maintC'nan<:e organizations

for health care senlces rendered by providers.
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1 "[17.]" "18.'· Examinationf-:. a. ~ot less frequently than

2 once eyery 3 years tlll' commiRsiol)('r may make an examination

3 concerning tIle quality of Ilealtb care sen'ices and other affairs of

4 tLe llCaltll maintenaIll'e org-anizatioJl Ilnd proyiders 'with whom such

;) orgallization has contracts, agreements, or otLer arrangements.

6 The (',ommissioner "[on showing of good cause]' may make such

6A examination at any time.

7 b. Every health maintenance organization and provider shall

8 submit its boohi and records to such examinations. For the pur­

9 pose of examinations, the commissioner may administer oaths to,

10 and examine the officers and agents of the health maintenance

n organization and tLe principals of sueh providers concerning their

12 business.

13 c. The expenses of examinations under this section up to

14 $1,000.00 annually sLaH be assessed against the organization being

15 examined and sueL amount shall be remitted to the commissioner.

16 d. In lieu of sucL examination, the commissioner may accept the

17 report of an examination made by the Commissioner of Health or

18 Conunissioner of Insurance of another state.

1 "[18']" "19." Suspension or revocation of certificate of au­

2 thority. a. The commissioner may suspend or revoke any eertifi­

3 cate of autbority issued to a health maintenance organization under

4 this act if he finds that any of the following conditions exist:

5 (1) The health maintenance organization is operating in a man­

6 ner significantly contrary to that described in section 3, hereof

7 unless amendments to sueh submissions have been filed wj~h the

8 commissioner;

9 (2) The health maintenance organization issues evidence of

10 coverage which does not compl~7 with the requirements of sec­

n tion 8 hereof;

12 (3) the health maintenance organization does not provide or

13 arrange for • [minimum]" "uasic U[comprehensive]U " health

13A care services;

14 (4) the commissioner finds that:

15 (a) the health maintenance organization does not meet the re-

16 quirements of section 4 a. (2), hereof; or

17 (b) the health maintenance organization is unable to fulfill its

18 obligations to furnish health care services.

19 (5) the health maintenance organization is no longer financially

20 responsible and may reasonabl~7 be expected to be unable to meet

21 its obligations to enrollees or prospective enrollees;

22 (6) the health maintenance organization has failed to implement

4
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23 a mechanism affording tll(' pnrol1C'C'f' an opportunity to pnrticipntf'

24 in matters of policy and opPration undrr section 6, !Jrrrof;

25 (7) the hralth mnintrnallcr organization 11as failed to implrDwnt

26 tbp complaint s~-st('m n''ll] i rNl hy sret ion ... [11]''' H 12" * IIP)'('Oj'

27 in a manller to r('asollalll~- rl'solyt' yalic1 complaints:

28 (8) the contimwd oprration of the hraHh maintrnance organir,R­

29 tion would be hazardons to the health and Rafet~· of itR enrollrcR;

30 (9) the health maintenance organization has otherwisc failed to

31 substantially comply with tllis ad H
[.]"" ""; or""

31A "'(10) fhe health /l/oinfrnallcr or.qaui;oatioll, or (/)1.1/ per8()l/ ()11

31 R its behalf, has anl'f'rfis('(l or 1i/rrehanniscn its srl'l'ic('s in an 1Il/­

31c frur, mI8r(']JrrSf'I1fatl'I'('. mislroniurt. dc(:C'pfi1'c 01' II/dOlI' llImmer.**

32 b. A certificate of authority shall be suspended or reyohd only

33 after compliance with the requirements of section 21, hereof.

34 c. 'When the certificate of authority of a health maintenance

35 organization is suspended, the health maintenanee organization

36 shall not, during the period of such suspension, enroll any addi­

37 tional enrollees except newborn children or other newly acquired

38 dependents of existing enrollees, and shall not engage in any ad­

39 vertising or solicitation whatsoever.

40 d. "When the certificate of authority of a health maintenancr

41 organization is revoked, such organization shall proceed, imme­

42 diatcly following the effective date of the order of revocation, to

43 ·[wind np its affairs]" ·dissolve its strucfw-e"', and shall conduct

44 no further business except as may be cssE'ntial to the orderly con­

45 elusion of the affairs of such organization. It shall engage in no

46 further advert.ising or solicitation whatsoever. The commissioner

47 or where applicable the Commissioner of Insurance may, by written

48 order, permit such further operation of the organization as IH'

49 may find to be in the best interest of enrollees, to thc end that

50 enrollees 'will be afforded the greatest practical opportunity t.o

51 obtain continuing l]ealth care coverage.

1 "'[19.]'" ""20.'" Rehabilitation, liquidation, or comervation of

2 llealth maintenance organization. Any rehabilitation, liquidation

3 or consen'atioll of a health maintpnance organization shall be sub­

4 jed to the law concE'rning the rebahilitation, liquidation, or con­

5 servation of an insurancE' compan~- as stated in chapter R2 of Title

6 17B of the New Jersey Statutes and shall be conducted under tbe

7 supervision of tbe commissioner or where applicable' the C'ommis­

H sioner of Insurance. The commifo'sioner or where applicable th\'

~I Commissioner of InE<urancc ma~' appl~' for an onlrr directing bim

10 to rrhal1ilitate, liflllidatc, or con;;ene a llcalth maintpllaIlrC ontani-
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11 zation upon Hny onr or 1ll0l'r appli('Hhlp ground~ a~ Ftated in clla}ltrr

12 B2 of Titl<· liB of tIll' K('\\ .Tpr;.;ry 8tntut(·" and othrr prO\'isions

13 of said Titlp wllrn in hi;.; opinioll tllr company fails to ~atif'fy t11r

14 rrC)uin'lllC'nts for tlH' i:-:SIW1H'C of a ('prtificatr of autllority relating"

1;) to RoJvency U[prr]*' BUilder"" srction 4 h. (3) llrreof or whrn

16 in llis opinion thr cOlltillllrd opNation of tJ)r ll('alth maintenance

17 organization would 1)(' lmzardous l,itllpr to tllr rnro11e0s or to tlw

17A prople of this Statr.

1 ~·T~O.]u "'21."" Regulatioll. The commissionpr "[after ('on­

2 sultation ",ith thr Conllnissioner of Insurance]" may, upon notice

3 and hearing, promulgate rrasolwhlC' rule~ and rrg'ulations, as are

4 necessary or proprr to cany out tIle proyisions of tbis act. "TfThe1'('

5 applicalJle, such rules (InrI rc.rjlf1ations shall be promulgated after

6 consultation 11,ith the ('om III is,c''ioller (;f Insllrance.* Such rules and

7 regulations sbalJ Hspecify those dcfenninotions i1/ this oct which

8 are to be ?node by the Commisisone1' of Instl1'ance and shall'" be

9 subject to re,'iew in accordance witll the ,Administratin Procedure

10 Act, P. L. HJ68, c. 410 (C. 52:14B-1 et seq.).

1 *~[:21.]"'* u:J2. H Administrati,'e proeedures. a. 'Vben tbe COlll­

2 missioner lIas causr to helirve that grounds for the denial of an

3 application for a cc:rtific:lte of authority exist, or tbat grounds for

4 the suspension or revocation of a certificate of authority exist, 11e

5 shall notify t11e healtb maintenanc.e or,£;-anization and tbe Commis­

6 sioner of Insurance in v,"ritinp: specifically stating t11e grounds for

7 denial, suspension, or revocation and fixing a time of at least 20

8 days tbereafter for a bearing on the matter.

9 b. The Commissioner of Insurance, or his designated representa-

10 tive, s11all be in attendance at the 11earing and shall participate in

11 the proceedings. Thr recommendation and findings of the U[com­

12 missioner]"" "'''ColllmissiollC?' of Insurance"" with respect to mat­

13 tel'S relating to the "<[quality of health care services]U Hdoing

14 of on i11surallce lJ/lsinrss 07' contract u'ith an insurer 01' hospital

15 or 1IIcdical scrl'iccs corporotion,'· provided in connection with any

16 decision regarding' denial, ~m;lwnsion, or revocation of a certific.ate

17 of authority, shall be conclusin amI binding upon t11e ""'[Commis­

18 sioner of Insnrance]*" ""'coII/missioncr.... After such hearing, or

19 upon the failure of the health maintenance organization to appear

20 at such hearing, the eommis:o-.ionn shall take action as is deemed

21 advisable on \\Titten fimlillgs which sball be mailed to the heaJth

21A maintenance organization with a copy tl1l'reof to the Coml1liss~oner

22 of Insurance, The action of the commi""i0ner ancl tbe recommenda­

~2A tion and finding:- of thc· Connnissiollf'r of Insurance ancI the le"y

23 of any administrat1\'t' penalty shall be snbjrct to judicial review in

n7n'~
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24 aeeordance wi th dlflpte'r 34 of Tit]c, 17B of the' i\e'\Y J ersC'y Statute's.

25 c. Tbe proyi:,-;iollS of tll(' Adminjstl'ali\'(· l'roc('dul'C' Act, P. L.

2G 19GB, c. 410 {C. 52 :HB-l C't sC'fJ.) of this State sJwll aIlldy to proceed­

:}7 ings undC'r this S(,,'tiOll to tJI0 p;dent tlJ('Y are llot in cunflirt with

:;8 subsections a. and b. of this section.

1 *""[22.]"" u 23." Fe'C's. En~ry health mainte'nancC' organization

2 subject to this act shall pay to tIlC' commissionC']' thC' following fcC's:

3 a. for filing an npplication for a certificate of autlJOrity or amend­

-1- ment tll(']'eto, $100.00;

J b. fur fiJin;.:, e,it'h alllHwl l'l'lJO rt, :f:l U.OU.

1 '''[23.]'"' u 24. ~ i Penalties and Enforce'lllent. a. The commlS-

2 sione]' may, in liC'u of suspension 01' ]'C'yocalion of a ce'rtificate of

3 authority under sedion 18 hereof, leyy an administratin penalty

4 in an amount not less HHm $100.00 nor mor(~ than $1,000.00, if rea­

5 sonable notice in writing is gin'n of the intent to le\-y the penalty

6 and tll(' llE'alth maintC'nanc.e organization has a reasonable time

7 within wbicb to remedy the defect in its operations which ga\'e rise

8 to tbe penalty citation, and fails to do so \\'itbin said time. Any

9 sucb penalty may be recovered in a summary proceeding pursuant

10 to tbe Penalty Enforcement Law (X. J. S. 2A :;j8-1 et seq.).

11 b. Any person who violates tbis ad is a di sorderly person and

12 shall be prosecuted and punished pursuant to the "' '[" Disorderly

13 Persons Law' ]0'" nil disorderly persons lnU"'u subtitle 12 of

13A Title 2A of the New Jersey Statutes.

14 c. (1) If the commissioner or the Commissioner of Insurance

15 shall for any reason han cause to belien that any violation of this

16 act has occurred or is tbreatened, tbe commissioner or Commis­

17 sioner of Insurance may gin notice to the health maintenance

18 organization and to the representatives, or other persons who

19 appear to be invoh'ed in such suspected violation, to arrange a

20 conference with the alleged violators or their authorized repre­

21 sentatives for the purpose of attempting to ascertain tbe facts

22 relating to such suspected violation, and, in the e"ent it. appears

23 that any violation bas occurred or is threatened, to arrive at an

2-± adequate and effective means of correcting or prennting such

25 violation.

26 (2) Proceedillgs under this subsection c. shall not be governed

27 by any formal procedural requirements, and may be conducted in

28 such manner as the commissioner or the Commissioner of Insuranoe

29 may deem appropriate under the circumstances.

30 d. (1) Tbe commissioner "or the Commissioner of Insurance·

31 ma)' issue an order directing a health maintenance organization or
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32 a rcpreselltatiYe of a health mailltpnmJee organization to c('asp and

33 desist from engaging in HllY aet or practice in \'iolation of the pro­

33..1 visions of this aet.

34 (2) 'Within 20 days after sen-icC' of the order of cease and desist,

35 the respondent. mny rpquest a hearillg 011 the question of whether

36 acts or practices in yiolation of this act han occurred. Sneh hear­

37 ings shall be conduded pursnant to the Administratiye Proc.('dure

38 Act, P. L. 1968, c. 410 (C. 5~ :14B-1 ct seq.) ~\lld judicial reyicw

39 shall be R\'ailable as proyided therein.

40 e. In thp casp of any \'iobtion of the proYiRiollS of this ad, if

41 the commiRsionpr elects not to issue a cens(' and desist order, or in

42 the ennt of noncompliance ,,'ith a censc and desist order issued

43 pursuant to subsection d. of this Redion, the commissioner may

44 institute a proceeding to obtain illjunetiYe relief, in accordance with

45 the applicable Court Rules.

1 ..,. [24.T· **25. u Statutor~' construction and rda tionship to

2 other laws. a. Except as otherwise pro\'ided in this act, pro,isiollS

3 of the insurance law and pro\-isions of hospital or medical selTice

4 corporation laws shall 110t be npplicable to any braWl maintenance

5 organization grantpd a certificate of authority under this act. This

6 provision shall 110t apply to an insurer or hospital or medical

7 seryice corporation licemed and regulated pursuant to the insur­

8 ance laws or the ho;:;pital or medical seryice corporation laws of

9 this State except \\ith respect to its health maintenance organiza-

10 tion activities authorized and regulated pursuant to this act.

11 Charges paid by or on behalf of enrollees of a health maintenance

12 organization with respect to health care services shall not be subject

13 to taxation by the State or any of its political subdivisions.

14 b. Solicitation of enrollees by a health maintenance organization

15 granted a certificate of authority, or its representatins, shall not

16 be construed to yiolate any proyision of law relating to solicitation

17 or adnrtising by henlth professionals.

18 c. Any health maintenanee organization authorized under this

19 act shall not be deemed to be practieing medicine and shall be

20 exempt from the prodsion of chapter 9 of Title 45, Medicine and

21 Surgery, of the R,eYised Statutes relating to the practiee of

22 medicine.

23 d. K0 person participating jn the arrangements of a health

24 maintenance organization other than the actual proyider of health

25 care sen,iees or supplies directly to enrollees and their families

26 shall be liable for negligenc.e, misfeasance, nonfeasance or mal-
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practice In connectiOlI wiih the furnishings of such sernces and

supplies.

·"1:2,).]'" "'2Ii'" Filill.~~ awl n>ports as public' documents. All

application:-, fi]ing~ aml l'l'])()r1s l'('quirecl undC'r tllis aet shall be

tTC'ated as jluhlil' dOl'1Il1Ic>nts and, eXl'C'pt for eontraeb referred to

in section 3 c. (4-) and 3 e. (;»), hC'reof shall not he cOlI~iclered to be

eonfidpntial.

""[2G.]"· "~,21."" Confic1C'ntiality of medical illfonnation. Any

data or illformatioll ]wrtaining io the diag'lJosis, ircatlllC'nt, or

health of all:" I'nrolll'C' or <lJJ1'lieant ol)iailJ(·d from 8}1('h enrollee

or from ,IllY ]lro\'irlc'r by any 11('a11 iJ JIlaintc'nancc' organization shall

be held in eonfielPlwc' and slHlll not lw elisc·losed to any person C'xcC'pt

to the extent that it may be 11('('<:'ssary to cany out the purposes

of this ad; or upon tl1(' express ('onsent of the enrollee or applieant;

or pursuant to statute> or court order for the production of e\'idence

or the discovery th<:'reof; or in the event of claim or litigation be­

tween such enrollee and the health maintenance organization

wherein such data or infonnation is pertinent. A health mainte­

nance organization shall be entitled to claim any statutory priv­

ileges against 8uch disclosure which the provider who furnished

such information to the IJC'alth organization is entitled to claim.

""[27.]** H28."· Commissioner of health's authority to con­

tract. The commissioner or ,Y]wrc apl11icnhle the Commissioner of

Insuranc(>, in carr~-ing out his obligations und<:'r sections 4 a. (2),

and 18 a. hereof, ma:,- contraet \\'ith qualifipd }Jersons to make recom­

mendations concerning the determinations required to be made by

him. Such recommendations may be ac~elJted in full or in part by

the commissioner or Commissioner of Insurance.

....[28.] .. * **29..... Enrollment of State employees. Any em­

ployeC' of the State or any subdiYision of the State 01' any institution

supported in w11010 or ill part hy the State may eject to enroll in a

health maintenanc0 organization and haye all deductions from his

salar~' or \\'ages and all c.ontrihutions bC'ing paid by his employer

to any hC'alth insurer j,aic1 instC'ad to a healtllmaintC'nanc<:' organiza­

tion; proYicled, howeYer, in no eYent, slmll an em})}oyer undC'l' this

section make a contribution to any alternative healtll benefits

program greatc'r than the contribution being madC' to an:,' lleal1.h

plan l'UrSl1ant to a cuntract in existence' on tlw effeetiYe date of this

act. "A11!! such ('IJI p1o!}ce 81/((11 cd [cast anJlually be allou'cd to choose

an altcnwtit"c health benefits program made arailable through his

employer.·
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1 ""'[29.]"" "'so.·· SevC'rnbi1ity. If any sC'(·tion, term, or pron­

2 sion of this art shall 1)(' adjudgpd illvalid for any reason, such

3 judgment shall not affect, impair, 01' invalidate any other section,

4 terlll, 01' pro\'il'ioll of this ad, but t]}p remaining sections, terms,

5 and pro\-isions shall be and remain ill ru]] foree and efi'c·ct.

1 .. .. ,[.~;o.],· •• 31.*'· There is hereby appropriatfd to the Depart­

2 ment of nUilth frolll the (;e/1el"a7 /-,'tnte Fund the SUI/I of $30.000.00

3 or 50 ml/eh tll(,I'e/or as moy be Y/('('('S5ary, for flu: purposes of

4 ('arrying Ollt the !ll1Ictiolls fIJ/f! dllti(s }J'ffS!{(/I,t tn this (l('t.*

1 "[:;0.]" ·'['.'11:]" ) ','U." , 'f1lis act s113l1 take effed imllwdi-

2 at ely.



SENATE, No. 2148
•

STATE OF NEW JERSEY

IN'J'RODUCI£D MARCH 19, 197~i

By Senators PAHln~H HlHl \f1LL11~H

Hcferred to Committee on Institutions, Health and Welfal'l~

AN ACT to provide alternatives for heulth care delivery, to pro\"idl'

for the establishment and certification of health maintenance

organizations and to establish the dutil~s and rosponsibilities of

the Commissioner of Health and the UOlluuissiollCl' of Insurance

in supervising the!::ie organizations, and supplenwlltillg 'l'itle 2(5

of the Revised Statutes.

1 BE IT ENACTED by the Senate and General Assembly of the State

2 of New Jersey:

1 1. Short title. This act may be (~ited as the' 'Health Maintenance

2 Organizations Act."

1 2. Definitions. a. "Commissioner" meallS the State Commissioner

2 of Health.

3 b." Minimum health care services" means emergency care,

4 inpatient hospital and physician care, and outpatient medical

5 serVIces.

(j c. "Health care services" includes minimum health ea re services

7 and any additionul services included in the furnishing to any in­

8, dividual of medical or dental care, or hospitali,mtion or incident

9 to the furnishing of such care or hospitalization, as well as the

10 furnishing to any person of any and all other services for the

11 purpose of preventing, alleviating, curing, or healing human illness

12 or injury.

13 d. "Enrollee" means an individual who has been enrolled with

14 a health maintenance organization.

15 e. "Evidence of coverage" means any booklet, certificate, agree­

16 ment, or contract issued to an enrolle,e setting out thp services

17 and other benefits to which he is entitled.

18 f. "Health maintenance organization" means allY person which

19 provides or arranges for at least minimum health care &ervioes on

20 a prepaid basis to enrollees in a designated geographical area.
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21 g." Pe,rson" means any natural or artificial person including

22 but not limited to individuals, partnerships, associations, trusts, or

23 corporations.

24 h." Provider" means any physician, hospital, or other person

25 which is licensed or otherwise authorized in this State to furnish

26 health care services.

27 i. "Health care facility" means the facility or institution whetheT

2J8 public or private, engaged in providing services for health main­

29 tenance organizations, diagnosis or treatment of human disease,

30 pain, injury, deformity or physical condition, including, but not

31 limited to, a general hospital, special hospital, mental hospital,

32 public health center, diagnostic center, treatment center, rehabilita­

33 tion center, extended care facility, skilled nursing home, nursmg

34 home, intermediate care facility, tuberculosis hospital, chronic

35 disease hospital, maternity hospital, outpatient clinic, dispensary,

36 home health care agency, boarding home or other home for the

37 sheltered care of adult persons and bio-analytical laboratory or

38 central services facility serving one or more such institutions but

3H excluding institutions that provide healing solely by prayer.

1 3. Establishment of health maintenance organizations. a. Not~

2 withstanding any law of this State to the contrary, any person may

3 apply to the commissioner for and obtain a certificate of authority

4 to establish and operate a health maintenance organization in

5 compliance with this act. No person shall establish or operate It

6 health maintenance organization in this State, nor without com­

7 pliance with regulations to be promulgated by the commissioner

8 sell, offer to sell, or solicit offers to purchase or receive advance

9 or periodic consideration in conjunction with a health maintenance

10 organization without obtaining a certificate of authority under this

11 act. When the establishment or operation of a health maintenance

12 organization involves the construction of a health care facility or

13 any change in or expansion of a health care facility or involves

14 an expenditure for the institution of new health care services no

15 application to establish and operate a health maintenance organi­

16 zation pursuant hereto shall be approved until the applicant has

17 received a certificate of need as provided for in section 7 of P. L.

18 1971, c.136, the Health Care Facilities Act (C. 26:2H-7).

19 b. Every health maintenance organization as of the effective

20 date of this act shall submit an application for a certificate of

21 authority under subsection c. of this section within 90 days of the

22 effective date of this act. Each such applicant may continue to

23 operate until the commissioner acts upon the application. In the

24 event that an application is denied under section 4, hereof, the
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25 applicant shall henceforth be treated as a health maintenance 01'­

26 ganization whose certificate of authority has been revoked.

27 c. Each application for a certificate of authority shall be verified

28 by an officer or authorized representative of the applicant, shall

29 be in a form prescribed by the commissioner, and shall set forth

30 or be accompanied by the following:

31 (1) a copy of the basic organizational document, if any, of the

32 applicant such as the articles of incorporation, articles of associa­

33 tion, partnership agreement, trust agreement, or other applicable

34 documents, and all amendments thereto;

35 (2) a copy of the bylaws, rules and regulations, or similar docu­

36 ment, if any, regulating the conduct of the internal affairR of the

37 applicant;

38 (3) a list of the names, addresses, and official positions of the

39 persons who are to be responsible for the conduct of the affairs

40 of the applicant;

41 (4) a copy of any contract made or to be made between any

42 providers or persons listed in paragraph (3) of this subsection

43 and the applicant;

44 (5) a copy of any contract made or to be made with an insurer

45 or a hospital or medical service corporation;

46 (6) a statement generally describing the health maintenance

47 organization, its facilities, and personnel;

48 (7) a copy of the form of evidence of coverage to be issued to

49 the enrollees;

50 (8) a copy of the form of the group contract, if any, which is to

51 be issued to employers, unions, trustees, or other organizations;

52 (9) recent financial statements showing the applicant's assets,

53 liabilities, and Rources of financial support;

54 (10) a general description of the proposed method of marketing

55 and financing and a statement as to the sources of funding;

56 (11) a power of attorney duly executed by such applicant, if

57 not domiciled in this State, appointing the commissioner and his

58 successors in office, and duly authorized deputies, as the true and

59 lawful attorney of such applicant in and for this State upon whom

60 all lawful process in any legal action or proceeding against the

61 health maintenance organization on a cause of action arising, in

62 this State may be served;

63 (12) a statement reasonably describing the geographic area or

64 areas to be served;

65 (13) a general description of the complaint procedures to be

66 utilized as required under section 11, hereof;
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(14) a general description of the procedures and programs to

be implemented to meet the quality of health care requirement I"

in section 4 a. (2), hereof;

(Hi) a general deRcription of the mechanism by which enrollt'f's

will be afforded an opportunity to participate in matters of poliey

and operation under section 6 b., hereof.

4. Issuance of cfc°rtificate of authority. a. (1) Upon receipt of

an ap'plicatioll for issuance of a certificate of authority the commis­

siOller sha]] forthwith transmit COpiCR of such applieation am1

accompanying' dOrUIllPnts to Ow Commissioner of Insurance. The

approval of tht' Commissioner of' Illsuranee Rhall he required to

the extent that the proposal involves the doing' of an insurance

bm;iness or a contract with an insurer or hospital or medical service

corporation. 'Ellis approval shall not be necessary in the rasr of

incidental arrangements for insuranre risks.

(:2) The comllliksionel' slwlJ dptennine whether the applicant for

a certificate of authority:

(a) has demonstrated the willingness and potential ability to

HRRll],(O that such lwalth rare s(lrvices ,vill be provided in a manner

to aSRure boUt anlilability and accessibility of adequate personnel

aull facilities and ill a mallnCI' pnhancing' availability, accessibility

and continuity of service;

(b) has alTangements for an on-gomg quality of health care

assurance program; and

19 (c) has 11 prorcdure estahlishC'C1 to develop, compile, evaluate,

:20 and report statistics relating to the cost of its operations, the

21 pattern of utilization of it!' services, the availability and acces­

22 sibility of its services.

2:1 un Where the application has been rejected the commissioner

24 shall specify in what I'Pspect it fails to comply and, if applicable,

23 speeifies in what respect the proposal fails to comply with the

26 requirements of the Commissioner of Insurance.

27 b. Issuance of a certificate of authority shall be granted upon

28 payment of the application fee prescribed in section 22 }lereof if

29 the commissioner and, if applicable, the Commissioner of Insurance,

30 arc satisfied that the following condition!' are met:

31 (1) 1'he health maintenance organization's proposed plan of

:l2 operation meC'ts the requiroments of subsection a. (2) of this scction;

3:~ (2) the applicant's proposal sets forth an appropriate mecha­

;34 niSIn whereby the health lEaintenunee organization will effectively

35 l)'l'ovide or arrang'e for tl1e provision of healtll care services on a

3G prepaid basis;

"
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37 (3) the health maintenance organi;mtion is financially sound and

38 may reasonably be expected to meet its obligations to enrollees and

39 prospective enrollees. In making this determination, the com­

40 missioner may consider:

41 (a) the adequaey of working capital and funding sources;

42 (b) agreements if any, with an insurer, a hospital or medical

43 service corporation, a government, 01' any other organization for

44 insuring the payment of the cost of health care services or the

45 provision for automatic applicability of an altel'l1ative coverage

46 in the event of discontinuance of the plan;

47 (c) any agreemellt with providers for the llrovisioll of health

48 care services; and

49 (d) any deposit of cas'h or form of guaranty or security sub­

50 mitted in accordance with section 13 hereof to assure that the

31 obligations will be duly performed;

32 (4) the enrollees will be afforded an opportullity to participate

5:3 in matters of policy and ollOration pursuant to section G hereof;

54 (;)) nothing in the proposed method of operation, as shown by

55 the information submitted pursuant to section 3 hereof or by

56 independent investigation, is contrary to the public interest; and

57 (6) any deikiencies fonnd by tl](' commissiollel' have been

G8 corrected.

G9 c. A certificate of authority shall be denieu only after compliance

60 with the l'equirements of section 21, hereof.

1 G. Powers of health IImilltenance organizations. a. The !Jowers

2 of a health maintenance ol'ganization includc', but a1'e not limited

3 to the following:

4 (1) the purchase', iPase, construction, renovation, operation, 01'

J maintenance of health care faciliti0s, and their ancillary equipment,

6 and i:meb prolwrty as may reasonably lw reqni red for its principal

7 office 01' for such other pnrposes as may be nel'essary in the trans­

8 action of the business of the organization;

9 (2) the receiving of funds by loan 01' otherwise;

10 (3) the making of loans to a medical group under contract with

11 it in furtherance of its program or the making of loans to a

12 corporation or corporations under its control for the purpose of

I:j acquiring or construeting; health care facilities 01' in furtherance

14 of a program providing health care services to enrollees;

15 (4) the furnishing of health care services through providers

16 which are under contract with or employed by the health mainte­

17 nance organization;
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18 (5) the contracting witb any person for the performance on its

19 behalf of certain functions such as marketing, enrollment and

20 arlministration;

21 (6) the contracting with an insurance company licensed in thiR

22 State, or with a hospital Or medical service corporation authorized

23 to do business in this State, for the provision of msurance,

24 indemnity, or reimbursement against the cost of health care services

25 provided by the health maintenance organization which may include

26 proviRions for reasonable claRRificationR for the purpose of estab­

27 lishing rates and reasonable restrictions baRed on underwriting

28 considerations; and

29 (7) the offering, in addition to minimum health care services, of:

30 (a) additional health care services;

31 (b) indemnit~, benefits covermg ont-of-area or emergency

:32 Rervices; and

33 (c) indemnity lwnefits, in addition to those relating to out-of­

:34 area and enwrgency Rervices, provided through inRurers or hospital

35 or medical service corporations.

36 (8) any other power not enumerated herein but necessary to the

87 establishment and operation of a health maintenance organization.

1 6. Governing body. a. The governing body of any health mainte­

2 nance organization may include providers, other individuals, or

3 both.

4 b. Such governing body shall establish a mechanism to afford

5 the enrollees an opportunity to participate in matters of policy

6 and operation through the establishment of advisory panels, by

7 the use of advisory referenda on major policy decisions, or through

8 the use of other mechanisms.

1. 7. Protection against wrongful acts. Any director, officer em­

2 ployee or partner of a health maintenance organization who re­

3 ceives, collects, disburses, or invests funds in connection with the

4 activities of such organization shall be bonded in an amount to be

5 determined by the commissioner.

1. 8. ~~vidence of coverage. a. (1) Enrollees are entitled to receive

2 evidence of coverage and evidence of the total amount of payment

3 which the enrollee is obligated to prepay for health care services

4 and, where applicable, for indemnity benefits. If an enrollee ob­

5 tains coverage through an insurance policy or through a contract

6 issued by a hospital or medical service corporation, whether by

7 option or otherwise, the insurer or the hospital or medical service

8 corporation shall issue the evidence of coverage. Otherwise, the

9 health maintenance organization shall issue the evidence of cov-

10 erage.
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11 (2) No evidenee of coverage, or amendment thereto, shall be

12 issued or delivered to any person until a copy of the form of the

13 evidence of coverage, or amendment thereto, has been filed with

14 the commissioner or, where applicable, with the Commissioner of

15 Insurance.

16 (3) An evidence of coverage shall contain:

17 (a) provisions or statements which are not unjust, unfair, in-

18 equitable, misleading, deceptive, or which encourage misrepre­

19 sentation, or which are untrue, misleading or deceptive as defined

20 in section 14 a., hereof; and

21 (b) a clear and complete statement, if a contract, or a reason-

22 ably complete summary, if a certificate, of:

23 (i) the health care services and where applicable the in-

24 surance or other benefits, if any, to which enrollees are entitled;

25 (ii) any limitations on the services, kind of services, benefits,

26 or kind of benefits, to be provided, including any deductible

27 or co-payment feature;

28 (iii) where and in what manner information is availahle as

29 to how services may be obtained; and

30 (iv) a clear and understandable description of the health

31 maintenance organization's method for resolving enrollee

32 complaints.

33 (4) Any subsequent change may be evidenced III a ::;eparate

34 document issued to the enrollee.

35 b. The commissioner or, where applicable, the Commissioner of

36 Insurance shall approve any form if the requirements of subsection

37 a. of this section are met. It shall be unlawful to issue such form.

38 until approved. If the commissioner or Commissioner of Insurance,

39 where applicable, disapproves such filing, he shall notify the filer.

40 In the notice, the commissioner or Commissioner of Insurance,

41 where applicable, shall specify the reasons for his disapproval. A

42 hearing will be granted within 20 days after a request in writing

43 by the person filing. If the commissioner or Commissioner of In­

44 surance, where applicable, does not approve any form within 30

45 days of the filing of such forms or charges, thE'y shall be deemed

46 approved.

47 c. The commissioner or Commissioner of Insurance, where ap­

48 plicable, may require the submission of whatever relevant informa­

49 tion he deems necessary in determining whether to approve or

50 disapprove a filing made pursuant to this section.

1 9. Annual report. a. Every health maintenance organization

2 shall annually, on or before March 1, file a report verified by at

3 least two principal officers with the commissioner, with a copy to
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4 the Commissioner of Insurance covermg the preceding calendar

5 year.

6 b. Such report shall he on forms pr(,f:cribed hy the commisRion('l'

7 and Hbal1 include:

tl (1) a financial i::itatement of the organization, including its bal­

9 ance sheet and receipts and disbursCll1fmts for the preceding year

10 certified by an independent public accoU11tant;

11 (2) any material cllanges in the'information submitted pun;uaJJi

12 i0 section 3 c. hereof;

13 (3) the number of persons enrolled during the.\~car, the nUllJher

14 of enrollees as of the end of the year and the number of enrollments

15 terminated during the year;

16 (4) a summary of information compiled pursuant to section 4· a,

17 (2) (c) hereof in such form as required by the Commissioner of

18 Health; and

19 (5) such other information r('lating to the performance of the

20 health maintenance organization as is necessary to enable the com­

21 missioner to carry out his duties unner this act.

1 10. Information to enrollees. a. Every health maintenance 01'-

2 ganization shall annually provine to its enrollees:

::l (1) a summary of any materia1 changes since tlw lssuance of

4 the last report;

f) (2) a nescription of serviceR and information as to where and

6 110W to secure them; and

7 (3) a clear ann nnderstannable description of the health mainte-

8 nanee organization's method for resolving enrollee complaints.

9 b. Every health maintenance organization shall make avallable

10 to its enrollees the most recent annual statement of financial con­

n dition.

1 11. Complaint system. a. (1) Every health maintenance organiza­

:2 tion shall establi sh and maintain a complaint system to provide

:1 reasonable proeedures for the resolution of written complaints

4 initiated by enrollees conoerning health care services.

3 (2) Each health maintenance organization shall submit to the

6 commissioner an annual report in a form prescribed by him which

7 shall include:

8 (a) a description of the procedures of such complaint system;

!) and

10 (b) the total number of written eomplaints handled through

11 such complaint system and a compilation of causes underlying the

12 complaints filed.
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13 . b. The health maintenance organization shall maintain records

14 of written complaints filed with it concerning other than health care

15 services.

1(i c. rrhe commissioner may examine ::mch complaint system.

1 12. Investments. With the exception of investments made in

~ accordance with section 5 a. (1) and (3) hereof, the investable funds

3 of a health maintenance organization shall be only in securitie,s

4 or other inve'stments permitted by the laws of this State for the

5 investment of assets constituting the legal reserves of life insurance

6 companies or such other securities or investments as the commis­

7 sioner may permit.

1 13. Protection against insolvency. Each health maintenance

~ organization shall deposit cash or a form of guaranty or security

3 in such amount as will assure that the obligations to the enrollees

4 will be performed. The commissioner may waive this requirement

5 whenever satisfied that the assets of the organization or its con­

6 tracts with insurers, hospital or medical slervice corporation gov­

7 ernments, or other organizations are sufficient to reasonably assure

8 the performance of its obligations.

1 14. Prohibited practices. a. No health maintenance organization,

2 or representative thereof, may cause or knowingly permit the use

3 of advertising which is untrue or misleading, solicitation which

4 is untrue or misleading, or any form of evidenoe of co\'erage which

5 is deceptive. For purpose of this act:

6 (1) a statement or item of information shall be de,emed to be

7 untrue if it does not eonform to fact in any respect which is or may

8 be significant to an enrollee of, or person considering enrollment

9 in, a health care plan;

10 (2) a statement or item of information shall be deemed to be

11 misleading, whether or not it may be literally untnle, if, in the

12 total context in which such statement is made or such item of

13 information is communicated, such statement or item of informa­

14 tion may be reasonably understood by a reasonable person, not

15 possessing special knowledge regarding health care coverage, as

16 indicating any benefit or advantage or the absence of any exclusion,

17 limitation, or disadvantage of possible sig'uificance to an emollee

18 of, or person considering enrollment in, a health care plan, if such

19 benefit or advantage or absence of limitation, exclusion or dis­

20 advantage does not in fact exist;

21 (3) an evidence of coverage shall be deemed to be deceptive if

22 the evidence of coverage taken as a whole, and with consideration

23 given to typography and format, as well as language, shall be such
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U as to cause a l'easonable person, not possessing special knowledge

25 regarding health care plans andevidehces of coverage therefore,

2G to expect bene,fits, services, charges, or other advantages which the

'27 evidencf' of coverage does not provide or which the health care

:2'H plan issuing such c\·idence of coverage does not regularly make

29 available for enrollees covered under such evidence of coverage.

30 b. The unfair trade practice provisions of the New Jersey

31 insurance law (N..J. S. 17B ::::0-1 through 22) shall be construed

32 to apply to health maintenance organizations, he-alth care plans

33 and evidences of coverage except to the extent that the commis­

M sioner detemlines that the nature of health maintenanoe organiza­

35 tions, health care plans and eyidence of coverage render such

3(j sections clearly inappropriate.

37 c. An enrollee may 110t be canceled or nonrenewed except for

38 the failure to pay the charge for such coverage, or for such other

39 reasons as may he promulgated by the commissioner.

40 d. No health maintenance organization, unless licensed as an

41 insurer, may use in its name, evidenoe of coverage, or literature

42 any of the words" insurance," " assurance," "casualty," "surety,"

43 "mutual," or any other words descriptive of the insurance,

44 casualty, or surety business or deceptively similar to the name or

45 description of any insurance, or surety corporation doing business

46 in this State, provided however that such usage shall conform to

47 the requirements of section 14 a. (3).

1 15. Regulation of agents. The commissioner with the consent of

2 the Commissioner of Insurance may, after notice and hearing,

:3 promulgate such reasonable rules and regulations as are necessary

4 to provide for the certification of agents. An agent as used herein

5 means a person directly or indirectly associated with a health

6 maintenance org'anization 'who engages in solicitation or enrollment

7 for compensation.

1 16. Powers of insurers and hospital and medical service corpo­

2 rations. a. An insurance company licensed in this State, or a

3 hospital or medical service corporation authorized to do business

4 in this State, may either directly or through a subsidiary or affiliate

!) organize and operate a health maintenance organization under the

n provisions of this act. Notwithstanding any other law which may

7 be inconsistent herewith, any two or more such insurance compa­

8 nies, hospital or medical service corporations, or subsidiaries or

9 affiliates thereof, may jointly organize and operate a health mainte-

10 nance organization.

11 b. Notwithstanding any provunon of 'J.1itle 17 of the Revised

12 Statutes and Title 17B of the New Jersey Statutes, an insurer or
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a hospital or medical service corporation may contract with a

health maintenance organization to provide insurance or protec­

tion against the cost of care furnished through health maintenance

organizationt; and to provide coverage in the event of the failure

of health maintenance organization to meet its obligations. The

enrollees of a health maintenance organization constitnte a per­

missible group under such laws. Among other things, nnder such

contracts, the insurer or hospital or medical service corporation

may make benefit payments to health maintenance organiroations

for health care services rendered by providers.

17. Examinations. a. Not less frequently than once every 3 years

the commissioner may make an examination concerning the quality

of health care services and other affairs of the health maintenance

organization and providers with whom such organization has con­

tracts, agreements, or other arrangements. The commissioner on

showing of good cause may make such examination at any time.

b. Every health maintenance organization and provider shaH

submit its books and records to such examinations. For the pnr­

pose of examinations, the commissioner may administer oaths to.

and examine the officers and agents of the health maintenance

organization and the principals of such providers concerning their

business.

c. The expenses of examinations under this section up to

$1,000.00 annually shall be assessed against the organization being

examined and such amount shall be remitted to the commissioner.

d. In lieu of such examination, the commissioner may accept the

report of an examination made by the Commissioner of Health or

Commissioner of Insurance of another state.

18. Suspension or revocation of certificate of authority. a. rrhc

commissioner may suspend or revoke any certificate of authority

issued to a health maintenance organization under this act if he

finds that any of the following conditions exist:

(1) The health maintenance organization is operating in a man­

ner significantly contrary to that described in section 3, hereof

unless amendments to such submissions have been filed with the

cOllunissioner;

(2) The health maintenance organization issues evidence of

coverage which does not comply with the requirementt; of see­

tion 8 hereof;

(3) the health maintenance organization does not provide or

arrange for minimum health care services j

(4) the commissioner finds that:
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15 (a) the health maintenance organization does not meet the re-

16 quirements of section 4 a. (2), hereof; or

17 (b) the health maintenance organization is unable to fulfill its

18 obligations to furnish health care services.

19 (5) the health maintenance organization is no longer financially

20 responsible and may reasonably be expected to be unable to meet

21 its obligations to enrollees or prospective enrollees;

22 (6) the health maintenance organization has failed to implement

23 a mechanism affording the enrollees an opportunity to participate

24 in matters of policy and operation under section 6, hereof;

25 (7) the health maintenance organization has failed to implement

26 the complaint system required by section 11 hereof in a manner

27 to reasonably resolve valid complaints;

28 (8) the continued operation of the health maintenance organiza­

29 tion would be hazardous to the health and safety of its enrollees;

30 (9) the health maintenance organization has otherwise failed to

31 substantially comply with this act.

32 b. A certificate of authority shall be suspended or revoked only

33 after compliance with the requirements of section 21, hereof.

34 c. When the certificate of authority of a health maintenance

35 organization is suspended, the health maintenance organization

36 shall not, during the period of such suspension, enroll any addi­

37 tional enrollees except newborn children or other newly acquired

38 dependents of existing enrollees, and shall not engage in any ad­

39 vertising or solicitation whatsoever.

40 d. When the certificate of authority of a health maintenance

41 organization is revoked, such organization shall proceed, imme­

42 diately following the effective date of the order of revocation, to

43 wind up its affairs, and shall conduct no further business except

44 as may be essential to the orderly conclusion of the affairs of such

45 organization. It shall engage in no further advertising or solicita­

46 tion whatsoever. The commissioner or where applicable the Com­

47 missioner of Insurance may, by written order, permit such further

48 operation of the organization as he may find to be in the best in­

49 terest of enrollees, to the end that enrollees will be afforded the

50 greatest practical opportunity to obtain continuing health care

51 coverage.

1 19. Rehabilitation, liquidation, or conservation of health mainte­

2 nance organization. Any rehabilitation, liquidation or conservation

3 of a health maintenance organization shall be subject to the law

4 concerning the rehabilitation, liquidation, or conservation of an

5 insurance company as stated in chapter 32 of Title 17B of the New
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6 Jersey Statutes and shall be conducteu under the superVlSlOn of

7 the commissioner or where a.pplicable the Commissioner of Insul'­

8 ance. The commissioner or where applicable the Commissioner

9 of Insurance may apply for an order uirecting him to rehabilitate,

10 liquidate, or conserve a health maintenance organization upon any

11 one or more applicable grounds as stated in chapter 32 of Title 17B

12 of the New Jersey Statutes and other provisions of said Title

13 when in his opinion the company fails to satify the requirements

14 for the issuance of a certificate of authority relating to solvency

13 pel' section 4 b. (3) hereof or when in his opinion the continued

16 operation of the health maintenance organization would be hazal'd­

17 ous either to the enrollees or to the people of this StatC',

1 20. Regulation. The commissioner after consultation with the

2 Commissioner of Insurance may, upon notice and hearing, pro­

3 mulgate reasonable rules and regulations, as are necessary or

4 proper to carry out the provisions of this act. Such rules and

5 reglllations shall be subject to review in accordance with the

6 Administrative Procedure Act, P. L. 1968, c. 410 (C. 52 :14B-1

7 etseq.).

1 21. Administrative procedures. a. ,,\Then the commissioner has

2 cause to believe that grounds for the dellial of an application for

3 a certificate of authority exist, or that grounds for the suspension

4 or revocation of a certificate of authority exist, he shall notify the

5 health maintenance organization and the Commissioner of Insur­

6 ance in writing specifically stating the grounds for denial, suspen­

7 sion, or revocation and fixing a time of at least 20 days thereafter

8 for a hearing on the matter.

9 b. The Commissioner of Insurance, or his designated representa-

lOtive, shall be in attendance at the hea ring' and shall participate in

11 the proceedings. rrhe l'l~comrrwndation and findings of the com­

12 missioner with respect to matters relating to the quality of health

13 care services provided in connection with any decision regarding

14 denial, suspension, or revocation of a certifieate of authority, shall

15 be conclusive and binding upon the Commissioner of Insurance.

16 After such hearing, Or upon the failure of the health maintenance

17 organization to appear at such hearing, the commissioner shall take

18 action as is deemed advisable on written findings which shall be

19 mailed to the health maintenance organization with a copy thereof

20 to the Commissioner of Insurance. The action of the commissioner

21 and the recommendation and findings of the Commissioner of

22 Insurance and the levy of any administrative penalty shall be

23 subject to judicial review in accol'dance with chapter 34 of rritle

24 17B of the New Jersey Statutes.
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25 c. The Pl'OV1SlOllS of the Administrative Procedure Act, P. L.

26 1968, c. 410 (C. 52 :14B-1 ot seq.) of this State shall a:pply to proceed­

27 ings under this section to the extent they are not in conflict with

28 subsections a. and b. of this section.

1 22. Fees. Every health maintenance organization subject to this

2 act shall pay to the commissioner the following fees:

3 a. for filing an application for a certifiC<lte of authority or amend-

4 ment thereto, $100.00 ;

,J b. for filing each annual report, $10.00.

1 23. Penalties and Enforcement. a. The commissioner may, in lieu

2 of suspension or revocation of a certificate of authority under

3 section 18 hereof, levy an administrative penalty in an amount

4 not less than $100.00 nor more than $1,000.00, if reasonable notice

5 in writing is given of the intent to levy the penalty and the health

6 maintenance organization has a reasonable time within which to

7 remedy the defect in its operations which gave rise to the penalty

8 citation, and fails to do so within said time. Any such penalty may

9 be recovered in a summary proceeding pursuant to the Penalty

10 Enforcement Law (N. J. S. 2A:58-1 et seq.).

11 b. Any person who violates this act is a disorderly person and

12 shall be prosecuted and punished pursuant to the "Disorderly

13 Persons Law" subtitle 12 of Title 2A of the New Jersey Statutes.

14 c. (l) If the commissioner or the Commissioner of Insurance

15 shall for any reason have cause to believe that any violation of this

16 act has occurred or is threatened, the commissioner or Commis­

17 sioner of Insurance may give notice to the health maintenance

18 organization and to the representatives, or other persons who

19 appear to be involved in such suspected violation, to arrange a

20 conference with the alleged violators or their authorized repre­

21 sentatives for the purpose of attempting to ascertain the facts

22 relating to such suspected violation, and, in the event it appears

23 that any violation has occurred or is threatened, to arrive at an

24 adequate and effective means of correcting or pre,\renting such

25 violation.

26 (2) Proceedings under this subsection c. shall not be governed

27 by any formal procedural requirementi'l, and may be conducted in

28 such manner as the commissioner or the Commissioner of Insurance

29 may deem appropriate under the circumstances.

30 d. (1) The commissioner may issue an order directing a health

31 maintenance organization or a repl'lesentative of a health main­

32 tenance organization to cease and desist from engaging in any act

33 or practice in violation of the provisions of this act.
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84 (2) Within 20 days after service of the order of cease and desist,

35 the l'espondent may request a hearing on the question of whether

36 acts or practices in violation of this act have occurred. Such hear­

:{7 ings shall be conducted pursuant to the Administrative Procedure

38 Act, P. L. 1968, c. 410 (C. 52 :14B-1 et seq.) and judicial review

39 shall be available af' provided therein.

40 e. In the case of any violation of the provisions of this act, if

41 the commissioner elects not to issue a cease and desist order, or in

42 the event of noncompliance with a cease and desist order issued

43 pursuant to subsection d. of this section, the commissioner may

44 institute a proceeding to obtain injunctive relief, in accordance with

45 the applicable Court Rules.

1 24. Statutory cOllRtruction and relationship to other Jaws.

2 a. Except as othenvise provided in thiH act, provisions of the in­

3 surance law and proyisions of hospital or medical service corpora­

4 tiOll laws shall not be applicable to any health maintenance organi­

5 zation granted a certificate of authority under this act. This

6 provision shall not apply to an insurer or hospital or medical

7 service corporation licensed and regulated pursuant to the insur­

Rance laws or the hospital or medical service corporation laws of

9 this StaiB except ,\lith respect to its health maintenance org'aniza-

10 tion activities authorized and regulated pursuant to this act.

11 Charges paid by or on behalf of enrollees of a health maintenance

12 organization with respect to health care services shall not be subject

13 to taxation by the State 01' any of its political subdivisions.

14 b. Solicitation of enrollees by a health maintenance organization

15 granted a certificate of authority, or its representatives, shall not

16 be construed to violate any provision of law relating to solicitation

17 or advertising by health professionals.

18 c. Any health maintenance organization authorized under this

19 act shall not be deemed to be practicing medicine and shall be

20 exempt from the provision of chapter 9 of rritle 45, Medicine and

21 Surgery, of the R:evised Statutes relating to the practice of

22 medicine.

23 d. No person participating in the arrangements of a health

24 maintenance organization other than the aetnal pl'ovider of health

2f> rare serviocs or supplies cl.ireetl.,~ to enl'ollees and thrir families

2G shall be liable for negligence, misfeasnncr, nonfeasance or mal­

27 practice in connection with the furnishingfi of such services and

28 supplies.

1 25. Filings and reports as public documents. All applications,

2 filings and reports required under this act shall be treated as publie
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3 documents and, except for contracts referred to in section 3 c. (4)

4 and 3 c. (5), hereof shall not be considered to be confidential.

1 26. Confidentiality of medical information. Any data or informa­

2 tion pertaining to the diagnosis, treatment, or health of any en­

3 rollee or applicant obtained from such enrollee or from any pro­

4 videI' by any health maintenance organization shall be held in

5 confidence and shall not be disclosed to any person except to the

6 extent that it may be necessary to carry out the purposes of this

7 act; or upon the express consent of the enrollee or applicant; or

8 pursuant to statute or court order for the production of evidence

9 or the discovery thereof; or in the event of claim or litigation be-

10 tween such enrollee and the health maintenance organization

11 wherein such data or information is pertinent. A health mainte­

12 nance organization shall be entitled to claim any statntory priv­

13 ileges against such disclosure which the provider who furnished

14 such information to the health organization is entitled to claim.

1 27. Commissioner of health's authority to contract. The com­

2 missioner or where applicable the Commissioner of Insurance, in

3 carrying out his obligations under sections 4 a. (2), and 18 a. hereof,

4 may contract with qualified persons to make recommendations

5 concerning the determinations required to be made by him. Such

6 recommendations may be accepted in full or in part by the com­

7 missioner or Commissioner of Insurance.

1 28. Enrollment of State employees. Any employee of the State

2 or any subdivision of the State or any institution supported in

3 whole or in part by the State may elect to enroll in a health mainte­

4 nance organization and have all deductions from bis salary or

fj wages and all contributions being paid by his employer to any

6 health insurer paid instead to a health maintenance organization;

7 provided, however, in no event, shall an employer under this sec­

S tion make a contribution to any alternative health benefits program

9 greater than the contribution being made to any health plan pur-

10 suant to a contract in existence on the effective date of this act.

1 29. Severability. If any section, term, or provision of this act

2 shall be adjudged invalid for any reason, such judgment shall not

3 affect, impair, or invalidate any other section, term, or provision

4 of this act, but the remaining sections, terms, and provisions shall

;) be and remain in full force and effect.

1 30. This act shall take effect immediately.
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SENATE COMMIT'TEE AMENDMENTiS TO

SENATE, No. 2148
•

STATE OF NEW JERSEY
•

ADOPTED APRIL 12, 1973

Amend page 1, title, line 5, after "organizations,", omit "and".

Amend page 1, title, line 6, after" Statutes ", add", and making an

appropriation therefor' '.

Amend page 1, section 2, line 3, omit" 'Minimum health care services'

means", insert "'Basic comprehensive health services' are those

services including but not limited to".

Amend page 1, section 2, line 6, omit" 'Health care services' includes

minimum", insert '" Comprehensive health care services' includes

basic comprehensive".

Amend page 1, section 2, line 19, omit "provides or arranges for at

least minimum", insert" directly or throug'h contracts with providers

furnishes at least basic comprehensive".

Amend page 2, section 3, line 6, after "State", omit ", nor".

Amend page 2, section 3, line 7, after "commissioner", insert", nor".

Amend page 2, section 3, line 14, omit lines 14, 15, 16, 17 and 18 in

their entirety, insert "the institution of new health care services as

defined in section 7 of the Health Care Facilities Planning Act (P. L.

1971, c. 136, C. 26:2H-7), said health maintenance organization shall

abide by all provisions of P. L. 1971, c. 136. All health care facilities

utilized by a health maintenance organization or its agents shall comply

with the licensure provisions of section 12 of the Health Care Facilities

Planning Act (C. 26 :2H-12)".

Amend page 3, section 3, line 31, after "document", omit ", if any,".

Amend page 3, section 3, line 36, after" ment", omit", if any,".

Amend page 4, section 4, line 8, after "corporation.", omit the rest of

the line and omit line 9 in its entirety.

Amend page 4, section 4, line 12, after" the", omit" willinglless and".

Amend page 4, section 4, lines 19 to 22, omit, insert "establish and

maintain a uniform system of cost accounting approved by the commis-
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sioner; establish and maintain a uniform system of reports and audits

meeting the requirements of the commissioner; and prepare and review

annually a long range plan for the provision of health care services,

which plan shall be compatible with the State Health Plan established

pursuant to the 'Comprehensive Health Planning and Public Health

Services Amendments of 1966' (Federal Law 89-749) as related to

medical health services, health care services and health manpower. ".

Amend page 5, section 5, lines 2 and 3, after "include", omit "but

are not limited to".

Amend page 5, section 5, lines 15 to 17, omit, insert "the assumption

of responsibility for the furnishing of health care services through

providers which are under contract with or employed by the health

maintenance organization to persons including but not limited to

enrollees; ".

Amend pag'e 6, section 5, line 29, after "to", omit "minimum", and

insert "basic comprehensive".

Amend page 6, section 5, lines 36 and 37, omit.

Amend page 9, section 13, line 4, after "performed", insert "for

such time as prescribed by the commissioner, or where applicable by

the Commissioner of Insurance",

Amend page 10, section 14, line 47, following line 47, insert:

"The provisions of this section shall be enforced by the ,state Director

of the Division of Consumer Affairs and, where applicable, the

commissioner or the Commissioner of Insurance.' '.

Amend page 11, section 17, line 5, after" commissioner", omit" on ".

Amend page 11, section 17, line 6, omit "showing of good cause".

Amend page 11, section 18, line 13, omit "minimum", insert "basic

comprehensive ' '.

Amend pag'e 12, section 18, line 43, omit "wind up its affairs", and

insert" dissolve its structure ".

Amend page 13, section 20, line 1, omit" after consultation with the ".

Amend page 13, section 20, line 2, omit" Commissioner of Insurance' '.

Amend page 13, section 20, line 4, after "act.", insert "Where

applicable, such rules and regulations shall be promulgated after con­

sultation with the Commissioner of Insurance.' '.

Amend page 14, section 23, line 30, after "commissioner", insert "or

the Commissioner of Insurance' '.

Amend pag'e 16, section 28, line 10, insert after line 10, "Any such

employee shall at least annually be allowed to choose an alternative

health benefits program made available through his employer. ".

Amend page 16, section 29, line 5, add new section as follows:
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"30. There is hereby appropriated to the Department of Health from

the General State Fund the sum of $30,000.00 or so much therefor as

may be necessary, for the purposes of carrying out the functions and

duties pursuant to this act.".

Amend page 16, section 30, line 1, omit"30." insert" 31. ".
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SENATE, No. 2148

STATE OF NEW JERSEY

INTRODUCED MARCH 19, 1973

By Senators PARKER and MILLER

Referred to Committee on Institutions, Health and Welfare

AN ACT to provide alternatives for health care delivery, to provide

for the establishment and certification of health maintenance

organizations and to establish the duties and responsibilities of

the Commissioner of Health and the Commissioner of Insurance

in supervising these organizations, ',,[andr supplementing Title

26 of the Revised Statutes "'and making an appropriation

therefor"'.

1 BE IT ENACTED by the Senate and General Assembly of the State

2 of New Jersey:

1 1. Short title. This act may be cited as the" Health Maintenance

2 Organizations Act."

1 2. Definitions. a. "Commissioner" means the State Commissioner

2 of He'alth.

3 b. "'["Minimum health care services" means]'" ",,, Basic com­

4 prehensive health services" and those services including but

5 not limited to'" emergency care, inpatient hospital and physician

6 care, and outpatient medical services.

7 c. "'["Health care services" includes]'" ",,, Comprehensive health

8 care services" includes basic comprehensive'" minimum health care

9 services and any additional services included in the furnishing to

10 any individual of medical or dental care, or hospitalization or

lOA incident to the furnishing of such care or hospitalization, as well as

lOB the furnishing to any person of any and all other services for the

11 purpose of preventing, alleviating, curing, or healing human illnes,s

12 or injury.

13 d. "Enrollee" means an individual who has been enrolled with

14 a health maintenance organization.

15 e. "Evidence of coverage" means any booklet, certificate, agree­

16 ment, or contract issued to au enrollee setting out the service,s

17 and other benefits to which he is entitled.
EXPLANATION-Matter enclosed in bold-faced brackets [thus] in the above biD

is not enacted and ill intended to be omitted in the law.
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18 f. "Health maintenance organization" means any person which

19 *[provides or arranges for at least minimum]· ·directly or through

20 contracts with providers furnishes at least basic comprehensive*

~OA health care scrvicps on a prepaid basis to enrollees in a designated

:JOB geographical area.

21 g." Person" means any natural or artificial person including

22 but not limited to individuals, partnerships, associations, trusts, or

23 corporations.

24 h. "Provider" means any physician, hospital, or other person

25 which is licensed or otherwise authorized in this State to furnish

26 health care services.

27 i. "Health care facility" means the facility or institution whether

28 public or private, engaged in providing services for health main­

29 tenance organizations, diagnosis or treatment of human disease,

30 pain, injury, deformity or physical condition, including, but not

31 limited to, a general hospital, special hospital, mental hospital,

32 public health center, diagnostic center, treatment center, rehabilita­

33 tion center, extended care facility, skilled nursing home, nursing

34 home, intermediate care facility, tuberculosis hospital, chronic

35 dis'ease hospital, maternity' hospital, outpatient clinic, dispensary,

36 home health care agency, boarding home or other home for the

37 sheltered care of adult persons and bio-analytical laboratory or

38 central services facility serving one or more such institutions but

39 excluding institutions that provide healing solely by prayer.

1 3. Establishment of health maintenance organizations. a. Not­

2 withstanding any law of this State to the contrary, any person may

3 apply to the commissioner for and obtain a certificate of authority

4 to establish and operate a health maintenance organization in

5 compliance with this act. No person shall establish or operate a

6 health maintenance organization in this State[*, nor]* without

7 compliance with regulations to be promulgated by the commis­

8 sioner*, nor· sell, offer to sell, or solicit offers to purchase or

9 receive advance or periodic consideration in conjunction with a

10 health maintenance organization without obtaining a certificate of

11 authority under this act. When the establishment or operation

12 of a health maintenance organization involves the construction of

13 a health care facility or any change in or expansion of a health

14 eare facility or involves ''[an expenditure for the institution of new

15 health care services no applieation to establish and operate a health

16 maintenance organization pursuant hereto shall be approved until

17 the applicant has received a certificate of need as provided for in

18 section 7 of P. L. 1971, c, 1:36, the Health Care Facilities Act
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18A (C. 26 :2H-7)]'" "'the institution of new health care serV1,ces as

18B defined in section 7 of the Health Care Facili,ties Planning Act

180 (P. L. 1971, c.136) C. 26':2H-7), said health 1'naintenance organiza­

18D tion shall abide by all provisions of P. L. 1971, c. 136. All health

18E care facilities utilized by a health maintenance organization or its

18F agents shall comply with the licensure provisions of section 12 of

180 the Health Care Facilities Planning Act (C. 26 :2H-12)*.

19 b. Every health maintenance organization as of the effective

20 date of this act shall submit an application for a certificate of

21 authority under subsection c. of this section within 90 days of the

22 effective date of this act. Each such applicant may continue to

23 operate until the commissioner acts upon the application. In the

24 event that an application is denied under section 4, hereof, the

25 applicant shall henceforth be treated as a health maintenance 01'­

26 ganization whose certificate of authority has been revoked.

27 c. Each application for a certificate of authority shall be verified

28 by an officer or authorized representative of the applicant, shall

29 be in a form prescribed by the commissioner, and shall set forth

30 or be accompanied by the following:

31 (1) a copy of the basic org-anizational document"'[, if any,T' of

32 the applicant such as the articles of incorporation, articles of

33 association, partnership agreement, trust agreement, or other

34 applicable documents, and all amendments thereto;

35 (2) a copy of the bylaws, rules and regulations, or similar docu­

36 ment"'[, if any,]* regulating the conduct of the internal affairs of

37 the applicant;

38 (3) a list of the names, addresses, and official positions of the

39 persons who are to be responsible for the conduct of the affairs

40 of the applicant;

41 (4) a copy of any contract made or to be made between any

42 providers or persons listed in paragraph (3) of this subsection

43 and the applicant;

44 (5) a copy of any contract made or to be made with an insur(~r

45 or a hospital or medical service corporation;

46 (6) a statement generally describing the health maintenance

47 organization, its facilities, and personnel;

48 (7) a copy of the form of evidence of coverage to be issued to

49 the enrollees;

50 (8) a copy of the form of the group contract, if any, which is to

51 be issued to employers, unions, trustees, or other organizations;

52 (9) recent financial statements showing the applicant's assets,

53 liabilities, and sources of financial support;
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54 (10) a general description of the proposed method of marketing

55 and financing and a statement as to the sources of funding;

56 (11) a power of attorney duly executed by such applicant, if

57 not domiciled in this State, appointing the commissioner and his

58 successors in office, and duly authorized deputies, as the true and

59 lawful attorney of such applicant in and for this State upon whom

60 all lawful process in any legal action or proceeding against the

61 health maintenance organization on a cause of action arising, in

62 this State may be served;

63 (12) a statement reasonably describing the geographic area or

64 areas to be served;

65 (13) a general description of the complaint procedures to be

66 utilized as required under section 11, hereof;

67 (14) a general description of the procedures and programs to

68 be implemented to meet the quality of health care requirements

69 in section 4 a. (2), hereof;

70 (15) a general description of the mechanism by which enrollees

71 will be afforded an opportunity to participate in matters of policy

72 and operation under section 6 b., hereof.

1 4. Issuance of certificate of authority. a. (1) Upon receipt of

2 an application for issuance of a certificate of authority the commis­

3 sioner shall forthwith transmit copies of sU0h application and

4 accompanying documents to the Commissioner of Insurance. The

5 approval of the Commissioner of Insurance shall be required to

6 the extent that the proposal involves the doing of an insurance

7 business or a contract with an insurer or hospital or medical service

8 corporation. *[This approval shall not be necessary in the case of

9 incidental arrangements for insurance risks.]·

10 (2) The commissioner shall determine whether the applicant for

11 a certificate of authority:

12 (a) has demonstrated the *[willingness and]* potential ability to

13 assure that such health care services will be provided in a manner

14 to assure both availability and accessibility of adequate personnel

15 and facilities and in a manner enhancing availability, accessibility

16 and continuity of service;

17 (b) has arrangements for an on-going quality of health care

18 assurance program; and

19 (c)"[has a procedure established to develop, compile, evaluate,

20 and report statistics relating to the cost of its operations, the

21 pattern of utilization of its services, the availability and acces­

22 sibility of its services.]" *establish and maintain a uniform system

22.A. of cost accounting approved by the commissioner; establish and
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2'2B maintain a uniform system of reports and at!dits meeting the

220 requirements of the commissioner; and prepare and review an­

22n nually a long range plan for the provision of health care services,

22E which plan shall be compatible with the State Health Plan estab­

22F lished pursuant to the" Comprehensive IIealth Planning and Pt.tblic

22G Health Services Amendments of 1966" (Fedeml Law 89--749)

22n as related to medical health services, health care services and health

221 manpower.·

(3) W'here the application has been rejected the commissioner

shall specify in what respect it fails to comply and, if applicable,

specifies in what resped the proposal fails to comply with the

requirements of the Commissioner of Insurance.

b. Issuance of a certificate of authority shall be granted upon

payment of the application fee prescribed in section 22 hereof if

the commissioner and, if applicable, the Commissioner of Insurance,

are satisfied that the following conditions are met:

(1) the health maintenance organization's proposed plan of

operation meets the requirements of subsection a. (2) of this section;

(2) the applicant's proposal sets forth an appropriate mecha­

nism whereby the health maintenance organization will effectively

provide or arrange for the provision of health care services on a

prepaid basis;

(3) the health maintenance organization is financially sound and

may reasonably be expected to meet its obligations to enrollees and

prospective enrollees. In making this determination, the com­

missioner may consider:

(a) the adequacy of working capital and funding sources;

(b) agreements if any, with an insurer, a hospital or medical

service corporation, a government, or any other organization for

insuring the payment of the cost of health care services or the

provision for automatic applicability of an alternative coverage

in the event of discontinuance of the plan;

(c) any ag-reement with providers for the prOVISIon of health

care services; and

(d) any deposit of cash or form of guaranty or security sub­

mitted in accordance with section 13 hereof to assure that the

obligations will be duly performed;

(4) the enrollees will be afforded an opportunity to participate

in matters of policy and operation pursuant to section 6 hereof;

(5) nothing in the proposed method of operation, as shown by

the information submitted pursuant to section 3 hereof or by

independent investigation, is contrary to the public interest; and
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57 (6) any deficiencies found by the commlSSlOner have been

58 corrected.

59 c. .A certificate of authority shall be denied only after compliance

60 with the requirements of section 21, hereof.

1 5. Powers of health maintenance organizations. a. The powers

2 of a health maintenance organization include,;;'lbut are not limited

3 to]* the following:

4 (1) the purchase, lease, construction, renovation, operation, or

5 maintenance of health care facilities, and their ancillary equipment,

6 and suoh property as may reasonably be required for its principal

7 office or for such other pUI'poses as may be necessary in the trans­

8 action of the business of the organization;

9 (2) the receiving of funds by loan or otherwise;

10 (3) the making of loans to a medical group under contract with

11 it in furtherance of its program or the making of loans to a

12 corporation or corporations under its control for the purpose of

13 acquiring or constructing health care facilities or in furtherance

14 of a program providing health care services to enrollees;

15 (4) "'[the furnishing of health care services through providers

16 which are under contract with or employed by the health mainte­

17 nance organization;] '" "the assumption of responsibility for the

17A furnishing of henlth care services through providers which are

17B under contract with or employed by the health maintenance

17c organization to persons including but not limited to enrollees;*

18 (5) the contracting with any person for the performance on its

19 behalf of certain functions such as marketing, enrollment and

20 administration;

21 (6) the contracting with an insurance company licensed in this

22 State, or with a hospital or medical service corporation authorized

23 to do business in this State, for the provision of insurance,

24 indemnity, or reimbursement against the cost of health care services

25 provided by the health maintenance organization which may include

26 provisions for reasonable classifications for the purpose of estab­

27 lisbing rates and reasonable restrictions based on underwriting

28 considerations; and

29 (7) the offering, in addition to *[minimum]" *ho,sic comprehen-

2,9A sive* health care services, of:

30 (a) additional health care services;

31 (b) indemnity benefits covering out-of-area or emergency

32 services; and

33 (c) indemnity benefits, III addition to those relating to out-of­

34 area and emergency services, provided through insurers or hospital

35 or medical service corporations.
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*[(8) any other power not enumerated herein but necessary to

the establishment and operation of a health maintenance orga­

nization.]"

6. Governing body. a. The governing body of any health mainte­

nance organization may include providers, other individuals, or

both.

b. Such governing body shall establish a mechanism to afford

the enrollees an opportunity to participate in matters of policy

and operation through the establishment of advisory panels, by

the use of advisory referenda on major policy decisions, or through

the use of other mechanisms.

7. Protection against wrongful acts. Any director, officer em­

ployee or partner of a health maintenance organization who re­

ceives, collects, disburses, or invests funds in connection 'with the

activities of such organization shall be bonded in an amount to be

determined by the commissioner.

8. Evidence of coverage. a. (1) Enrollees are entitled to receive

evidence of coverage and evidence of the total amount of payment

which the enrollee is obligated to prepay for health care services

and, where applicable, for indemnity benefits. If an enrollee ob­

tains coverage through an insurance policy or through a contract

issued by a hospital or medical service corporation, whether by

option or otherwise, the insurer or the hospital or medical service

corporation shall issue the evidence of coverage. Otherwise, the

health maintenance organization shall issue the evidence of cov­

erage.

(2) No evidence of coverage, or amendment thereto, shall be

issued or delivered to any person until a copy of the form of the

evidence of coverage, or amendment thereto, has been filed with

the commissioner or, where applicable, with the Commissioner of

Insurance.

(3) An evidence of coverage shall contain:

(a) provisions or statements which are not unjust, unfair, in­

equitable, misleading, deceptive, or which encourage misrepre­

sentation, or which are nntrue, misleading or deceptive as defined

in section 14 a., hereof; and

(b) a clear and complete statement, if a contract, or a reason­

ably complete summary, if a certificate, of:

(i) the health care services and where applicable the in­

surance or other benefits, if any, to which enrollees are entitled;

Oi) any limitations on the services, kind of services, benefits,

or kind of benefits, to be provided, including any deductible

or co-payment feature;
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28 (iii) where and in what manner information is available as

29 to how services may be obtained; and

30 (iv) a clear and understandable description of the health

31 maintenance organization's method for resolving enrollee

32 complaints.

33 (4) Any subsequent change may be evidenced in a separate

34 document issued to the enrollee.

35 b. The commissioner or, where applicable, the Commissioner of

36 Insurance shall approve any form if the requirements of subsection

37 a. of this section are met. It shall be unlawful to issue such form

38 until approved. If the commissioner or Commissioner of Insurance,

39 where applicable, disapproves such filing, he shall notify the filer.

40 In the notice, the commissioner or Commissioner of Insurance,

41 where applicable, shall specify the reasons for his disapproval. A

42 hearing will be granted within 20 days after a request in writing

43 by the person filing. If the commissioner or Commissioner of In­

44 surance, where applicable, does not approve any form within 30

45 days of the filing of such forms or charges, they shall be deemed

46 approved.

47 c. The commissioner or Commissioner of Insurance, where ap­

48 plicable, may require the submission of whatever relevant informa­

49 tion he deems necessary in determining whether to approve or

50 disapprove a filing made pursuant to this section.

1 9. Annual report. a. Every health maintenance organization

2 shall annually, on or before March 1, file a report verified by at

3 least two principal officers with the commissioner, with a copy to

4 the Commissioner of Insurance covering the preceding calendar

5 year.

6 b. Such report shall be on forms prescribed by the commissioner

7 and shall include:

8 (1) a financial statement of the organization, including its bal­

9 ance sheet and receipts and disbursements for the preceding year

10 certified by an independent public accountant;

11 (2) any material changes in the information submitted pursuant

12 to section 3 c. hereof;

13 (3) the number of persons enrolled during the year, the number

14 of enrollees as of the end of the year and the number of enrollments

15 terminated during the year;

16 (4) a summary of information compiled pursuant to section 4 a.

17 (2) (c) hereof in such form as required by the Commissioner of

18 Health; and
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19 (5) such other information relating to the performance of the

20 health maintenance organization as is necessary to enable the C0111­

21 missioner to carry out his duties under this act.

1 10. Information to enrollees. a. Every health maintenance or-

2 ganization shall annually provide to its enrollees:

3 (1) a summary of any material changes since the Issuance of

4 the last report;

5 (2) a description of services and information as to where and

6 how to secure them; and

7 (3) a clear and understandable description of the health mainte-

8 nance organization's method for resolving enrollee complaints.

9 b. Every health maintenance organization shall make available

10 to its enrollees the most recent annual statement of financial con­

11 . dition.

1 11. Complaint system. a. (1) Every health maintenance organiza­

2 tion shall establish and maintain a complaint system to provide

3 reasonable procedures for the resolution of written complaints

4 initiated by enrollees concerning health care services.

5 (2) Each health maintenance organization shall submit to the

6 commissioner an annual report in a form prescribed by him which

7 shall include:

8 (a) a description of the procedures of such complaint system;

9 and

10 (b) the total number of written complaints handled through

11 such complaint system and a compilation of causes underlying the

12 complaints filed.

13 b. The health maintenance organization shall maintain records

14 of written complaints filed with it concerning other than health care

15 services.

16 c. •The commissioner may examine such complaint system.

1 f 12. Investments. "Tith the exception of investments made in

2 accordance with section 5 a. (1) and (3) hereof, the investable funds

3 of a health maintenance organization shall be only in securitie,s

4 or other investments permitted by the laws of. this State for the

5 investment of assets constituting the legal reserves of life insurance

6 companies or such other securities or investmentR as the. commis­

7 sioner may permit.

1 13. Protection against insolvency. Each health maintenance

2 organization shall deposit cash or a form of guaranty or security

3 in such amonnt as will assure that the obligations to the enrollees
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4- will be performed "'for such time as pr,escribed by the commts­

5 sioner, or where applicable by the Coml1tissioner of Insurance"'. The

6 commissioner may waive this requirement whenever satisfied that

7 the assets of the organization or its contracts with insurers, hospital

8 or medical service corporation governments, or other organizations

9 are sufficient to reasonably assure the performance of its

JO obligations.

1 14. Prohihited practices. a. No health maintenance organization,

2 or representative thereof, may cause or knowingly pe.rmit the use

3 of advertising which is untrue or misleading, solicitation which

4 is untrue or misleading, or any form of evidence ofcove.rage which

5 is deceptive. For purpose of this act:

6 (1) ,a statement or item of information shall be doomed to be

7 untrue if it does not conform to fact in any respect which is or may

8 be significant to an enrollee of, or person considering enrollment

9 in, a health care plan;

10 (2) astaternent or item of information sllall be deemed to be

11 misleading, whether or ]lot it may be literally untrue, if, in the

12 total context in which such statement is made or such item of

13 information is communicated, such statement or item of informa­

14 tion may be reasonably understood by a reasonable person, not

15 possessing special knowledge regarding health care co'VeTage, as

16 indicating any benefit or advantage or the absence of any eXclitlSion,

17 limitation, or disadvantage of possible sigt'lificanee to an enrollee

18 of, or person considering enrollment in, a health care plan, if such

19 benefit or advantage or absence of limitation,exclusriOOl 0d' dis­

20 advantage does not in fact exist ;

21 (3) an evidence of coverage shall ~e deemed to be deceptive if

22 the evidence of coverage taken as a whole, and with consideration

23 given to typography and format, as well as language, shall be such

24 as to cause a reasonable person, not possessing special knowledge

25 regarding health care plans and evidences of coverag,e therefore,

26 to expect benefits, services, charges, or other advantages which the

27 evidence of coverage does not provide or which tIme heaJ.,th care

28 plan issuing such evidence of coverage does not regularly make

29 available for enrollees covered under such evidence of coverage.

30 b. The unfair trade practice provisions of the New Jersey

31 insurance law (N..J. S. 17B :30-1 through 22) shaJJ. be construed

32 to apply to health maiRtenaJliCe organizations, health care plans
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33 and evidences of coverage except to the extent that the commis­

34 sioneor determines that the nature of health maintenance organiza­

35 tions, health care plans amI evidence of coverage render such

36 sections clearly inappropriate.

37 c. An enrollee may not be canceled or nonrenewed except for

38 the failure to pay the charge for such coverage, or for such other

39 reaso-ns as may be promulg'ated by the commissioner.

40 d. No health maintenance organization, unless licensed as an

41 insurer, may use in its name, evidence of coverage, or literature

42 any of the words" insurance," "assurance," "casualty," "surety, ,.

43 "mutual," 0'1' any other words descriptive of the insurance,

44 casualty, or surety business or deceptively similar to the name or

45 description of any insurance, or surety corporation doing business

46 in this State, provided howev'er that such usage shall conform to

47 the requirements of section 14 a. (3).

48 'liThe provisions of this section shall be enforced by the State

49 Director of the Division of Consmner Affairs and, where applicable,

50 the commissioner or the Commissioner of Insurance.·

1 15. Regulation of agents. The commissioner with the consent of

2 the Commissioner of Insurance may, after notice and hearing,

3 promulgate such reasonable rules and regulations as are necessary

4 to provide for the certification of agents. An agent as used herein

5 means a person directly or indirectly associated with a health

6 maintenance organization who engages in solicitation or enrollment

7 fOT compensation.

1 16. Powers of insurers and hospital and medical service corpo­

2 rations. a. An insurance company licensed in this State, or a

3 hospital or medical semc'e corporation authorized to do business

4 in this State, may either dIrectly or through a subsidiary or affiliate

5 organize and operate a health maintenance organization under the

6 provisions of this act. Notwithstanding any other l'aw which may

7 be inconsistent herewith, any two or more such insurance compa­

8 nies, hospitarl or medical service corperations, e>r subsidiaries e>r

9 affiliates thereof, may jointly organize and operate a health mainte-

10 nanee organization.

11 b. Notwithstanding any proVIslOn of Title 17 of the Revised

12 Statutes and Title 17B of the New Jersey Statutes, an insurer or

13 a hospital or medical serviee corporation may contract with a

14 health ma;intenance organization to p'Uovide insurance or protec­

15 tion against the cost of care furnished thrO'llgh health· maintenance

16 organQ'Zationsand to provi:de coverage in the event of the failure

17 of health maintenance ergani2iation to meet its obliga:tiaDs. The



12

18 enrollees of a health maintenance organization constitute a per­

19 missible group under such laws... Among other things, und.er such

20 contracts, the insurer or hospital or medical. service corporation

21 may make benefit payments to health maintenance organizations

22 for health care services rendered by providers.

1 17. Examinations. a. Not less frequently than once every 3 years

2 the commissioner may make an examination concerning the quality

3 of health care services and other affairs of the health maintenance

4 organization and providers with whom such organization has con­

5 tracts, agreements, or other arrangements. The commissioner ·[on

6 showing of good cause]'" may make such examination at any time.

7 b. Every health maintenance organization and provider shall

8 submit its books and records to such examinations. For the pur­

9 pose of examinations, the commissioner may administer oaths to,

10 and examine the officers and agents of the health maintenance

n organization and the principals of such providers concerning their

12 business.

13 c. The expenses of examinations under this section up to

14 $1,000.00 annually shall be assessed against the organization being

15 examined and such amount shall be remitted to the commissioner.

16 d. In lieu of such examination, the commissioner may accept the

17 . report of an examination made by the Commissioner of Health or

18 Commissioner of Insurance of another state.

1 18. Suspension or revocation of certificate of authority. a. The

2 commissioner may suspend or revoke any certificate of authority

3 issued to a health maintenance organization under this act if he

4 finds that any of the following conditions exist:

5 (1) The health maintenance organization is operating in a man­

6 ner significantly contrary to that described in section 3, hereof

7 unless amendments to such submissions have been filed with the

8 COillIlliSSlOner ;

9 (2) The health maintenance organization issues evidence of

10 coverage which does not comply with the requirements of sec­

n tion 8 hereof;

12 (3) the health maintenance organization does not provide or

13 arrange for • [minimum] * *b(lSic comprehensive· health care

13A serVICes;

14 (4) the commissioner finds that:

15 (a) the health maintenance organization does not meet the re-

16quirements of section 4 a. (2), hereof; or

17 (b) the health maintenance organization is unable to fulfill its

1$. obligations to furnish heaHh: care services.
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19 (5) the health maintenance organization is no longer financially

20 responsible and may reasonably be expected to be unable to meet

21 its obligations to enrollees or prospective enrollees;

22 (6) the health maintenance organization has failed to implement

23 a mechanism affording the enrollees an opportunity to participate

24 in matters of policy and operation under section 6, hereof;

25 (7) the health maintenance organization has failed to implement

26 the complaint system required by section 11 hereof in a manner

27 to reasonably resolve valid complaints;

28 (8) the continued operation of the health maintenance organiza­

29 tion would be hazardous to the health and safety of its enrollees;

80 (9) the health maintenance organization has otherwise failed to

31 substantially comply with this act.

32 b. A certificate of authority shall be suspended or revoked only

33 after compliance with the requirements of section 21, hereof.

34 c. When the certificate of authority of a health maintenance

35 organization is suspended, the health maintenance organization

36 shall not, during the period of such suspension, enroll any addi­

37 tional enrollees except newborn children or other newly acquired

38 dependents of existing enrollees, and shall not engage in any ad­

39 vertising or solicitation whatsoever.

40 d. When the certificate of authority of a health maintenance

41 organization is revoked, such organization shall proceed, imme­

42 diately following the effective date of the order of revocation, to

43 *[wind up its affairs]* *dissolve its stntcture*, and shall conduct

44 no further business except as may be essential to the orderly con­

45 elusion of the affairs of such organization. It shall engage in no

46 further advertising or solicitation whatsoever. The commissioner

47 or where applicable the Commissioner of Insurance may, by written

48 order, permit such further operation of the org'anization as he

49 may find to he in the best interest of enrollees, to the end that

50 enrollees will be afforded the greatest practical opportunity to

51 obtain continuing health care coverage.

1 19. Rehabilitation, liquidation, or conservation of health mainte­

2 nance organization. Any rehabilitation, liquidation or conservation

3 of a health maintenance organization shall be subject to the law

4 concerning the rehabilitation, liquidation, or conservation of an

5 insurance company as stated in chapter 32 of Title 17B of the New

6 Jersey Statutes· and shall be conducted under the supervision of

7 the commissioner or where applicable the Commissioner of Tnsur-
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8 ance. The commISSIOner or where applicable the Commissioner

9 of Insurance may apply for an order directing him to rehabilitate,

10 liquidate, or conserve a health maintenance org'anization upon any

11 one or more applicable grounds as stated in chapter 32 of Title 17B

12 of the New Jersey Statutes and other provisions of said Title

13 when in his opinion the company fails to satify the requirements

14 for the issuance of a certificate of authority relating to solvency

15 per section 4 b. (3) hereof or when in his opinion the continued

16 operation of the health maintenance organization would be hazard­

17 ous either to the enrollees or to the people of this State.

1 20. Regulation. The commissioner *Eafter consultation with the

2 Commis1sioner of Insurance]* illc'1.y, upon notice and he:aring, pro­

3 mulgate reasonable rules and regulations, as are necessary or

4· proper to carry out the provisions of this act. *Where applicable,

5 such rules and regulations shall be promulgated after consultation

6 with the Commissioner of lnsurance.* Such rules and regulations

7 shall be subject to re·view in accordance with the Administrative

8 Procedure Act, P. L. 1968, c. 410 (C. 52:14B-1 ert seq.).

1 21. Administrative procedures. a. When the commissioner has

2 cause to believe that grounds for the denial of an application for

3 a certificate of authority exist, or that grounds for the suspension

4 or revocation of a certificate of authority exist, he shall notify the

5 health maintenance organization and the Commissioner of Insur-

6 ance in writing specifically stating the grounds for denial, suspen­

7 sion, or revocation and fixing a time of at least 20 days thereafter

8 for a hearing on the matter.

9 b. The Commissioner of Insurance, or his designated representa-

10 tive; shall be in attendance at the hearing and shall participate in

11 the proceedings. The recommendation and findings of the com­

12 missioner with respect to matters relating to the quality of health

13 care services provided in connection with any decision regarding

14 denial, suspension, or revocation of a certificate of authority, shall

15 be conclusive and binding upon the Commissioner of Insurance.

16 After such hearing, or upon the failure of the health maintenance

17 organization to appear at such hearing, the commissioner shall take

18 action as is deemed advisable on written findings which shall be

19 mailed to the health maintenance organization with a copy thereof

20' to the Commissioner of Insurance. The action of the commissioner

21 and the recommendation and findings of the Commissioner of

22 Insurance and the levy of any. administrative penalty s-hall be
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23 subject to judicial review in accordance with chapter 34 of Title

24 17B of the New Jersey Statutes.

25 c. The provisions of tile Administrative Procedure Act, P. L.

26 1968, c. 410 (C. 52 :14B-1 et seq.) of this State shall rupply to proceed­

27 iugs under this section to the extent they are not in conflict willi

28 suhsections a. and b. of this section.

1 22. Fees. Every health maintenance organization subject to this

2 act shall pay to the commissioner the following fees:

3 a. for filing an application for a certificate of authority or amend-

4 ment thereto, $100.00;

5 b. for filing each annual report, $10.00.

1 23. Penalti'es and Enforcement. a. The commissioner may, in lieu

2 of suspension or revocation of a certificate of authority under

3 section 18 hereof, levy an administrative penalty in an amount

4 not less than $100.00 nor more than $1,000.00, if reasonable notice

5 in writing is given of the intent to levy the penalty and the health

6 maintenance organization has a reasonable time within which to

7 remedy the defect in its operations which gave rise to the penalty

8 citation, and fails to do so within said time. Any such penalty may

9 be recovered in a summary proce'eding pursuant to the Penalty

10 Enforcement Law (N. J. S. 2A :58-1 et seq.).

11 b. Any person who violates this act is a disorderly person and

12 sha.ll be prosecuted and punished pursuant to the "Disorderly

13 Persons Law" subtitle 12 of Title 2A of the New Jersey Statutes.

14 c. (1) If the commissioner or the Commissioner of Insurance

15 shall for any reason have cause to believe that any violation of this

16 act has occurred or is threatened, the commissioner or Commis­

17 sioner of Insurance may give notice to the health maintenance

18 organization and to the representatives, or other persons who

19 appear to be involved in such suspected violation, to arrange a

20 conference with the alleged violators or their authorized repre­

21 sentatives for the purpose of attempting to ascertain the facts

22 relating to such suspected violation, and, in the event it appears

23 that any violation has occurred or is threatened, to arrive at an

24 adequate and effective means of correcting or preventing such

25 violation.

26 (2) Proceedings under this subsection c. shall not be governed

27 by any formal procedural requirements, and may be conducted in

28 such manner as the commissioner or the Commissioner of Insurance

29 may deem appropriate under the circumstances.
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30 d. (1) The commissioner *01" the Commissioner of Insurance'"

31 may issue an order directing a health maintenance organization or

32 a representative of a health maintenance organization to cease and

33 desist from engaging in any act or practice in violation of the pro­

33A visions of this act.

34 (2) Within 20 days after service of the order of cease and desist,

35 the respondent may request a hearing on the question of whether

36 acts or practices in violation of this act have occurred. Such hear­

S7 ings shall be conducted pursuant to the Administrative Procedure

38 Act, P. L. 1968, c. 410 (C. 52 :14B-1 et seq.) and judicial review

39 shall be available as provided therein.

40 e. In the case of any violation of the provisions of this act, if

41 the commissioner elects not to issue a cease and desist order, or in

42 the event of noncompliance with a cease and desist order issued

43 pursuant to subsection d. of this section, the commissioner may

44 institute a proceeding to obtain injunctive relief, in accordance with

45 the applicable Court Rules.

1 24. Statutory construction and relationship to other laws.

2 a. Except as otherwise provided in this act, provisions of the in­

3 surance law and provisions of hospital or medical service corpora­

4 tion laws shall not be applicable to any health maintenance organi­

5 zation granted a certificate of authority under this act. This

6 provision shall not apply to an insurer or hospital or medical

7 service corporation licensed and regulated pursuant to the insur­

8 ance laws or the hospital or medical service corporation laws of

9 this State 'eocoopt with respect to its health maintenance organiza-

10 tion activities authorized and regulated pursuant to this act.

n Charges paid by or on behalf of enrollees of a health maintenance

12 organization with respect to health care services shall not be subject

13 to taxation by the State or any of its political subdivisions.

14 b. Solicitation of enrollees by a health maintenance organization

15 granted a certificate of authority, or its representatives, shall not

16 be construed to violate any provision of law relating to solicitation

17 or advertising by health professionals.

18 c. Any health maintenance organization authorized under this

19 act shall not be deemed to be practicing medicine and shall be

20 exempt from the provision of chapter 9 of Title 45, Medicine and

21 Surgery, of the Revised Statutes relating to the practice of

22 medicine.

23 d. No person participating in the arrangements of a health

24 maintenance organization other than the actual provider of health

25 care services or supplies directly to 'enrollees and their families
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26 shall be liable for negligence, misfeasance, nonfeasance or mal­

27 practice in connection with the furnishings of such services and

28 supplies.

1 25. Filings and reports as public documents. All applications,

2 filings and reports required under this act shall be treated as public

3 documents and, except for contracts referred to in section 3 c. (4)

4 and 3 c. (5), hereof shall not be considered to be confidential.

1 26. Confidentiality of medical information. Any data or informa­

2 tion pertaining to the diagnosis, treatment, or health of any en­

3 rollee or applicant obtained from such enrollee or from any pro­

4 vider by any health maintenance organization shall be held in

5 confidence and shall not be disclosed to any person except to the

6 extent that it may be necessary to carry out the purposes of this

7 act; or upon the express consent of the enrollee or applicant; or

8 pursuant to statute or court order for the production of evidence

9 or the discovery thereof; or in the event of claim or litigation be-

10 tween such enrollee and the health maintenance organization

11 wherein such data or information is pertinent. A health mainte­

12 nance organization shall be entitled to claim any statutory priv­

13 ileges against such disclosure which the provider who furnished

14 such information to the health organization is entitled to claim.

1 27. Commissioner of health's authority to contract. The com­

2 missioner or where applicable the Commissioner of Insurance, in

3 carrying out his obligations under sections 4 a. (2), and 18 a. hereof,

4 may contract with qualified persons to make recommendations

5 concerning the determinations required to be made by mm. Such

6 recommendations may be accepted in full or in part by the com­

7 missioner or Commissioner of Insurance.

1 28. Enrollment of State employees. Any employee of the State

2 or any subdivision of the State or any institution supported in

3 whole or in part by the State may elect to enroll in a health mainte­

4 nance organization and have all deductions from his salary or

5 wages and all contributions being paid by his employer to any

6 health insurer paid instead to a health maintenance organization;

7 provided, however, in no event, shall an employer under this sec­

8 tion make a contribution to any alternative health benefits program

9 greater than the contribution being made to any health plan pur-

10 suant to a contract in existence on the effective date of this act.

11 >II Any such employee shall at lea,st annually be allowed to choose

12 an alternative health benefits program made available through his

13 employer.'"

I
j
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1 29. Severability. If any section, term, or provision of this act

2 shall be adjudged invalid for any reason, such judgment shall not

3 affect, impair, or invalidate any other section, term, or provision

4 of this act, but the remaining sections, terms, and provisions shall

5 be and remain in full force and effect.

1 ·30. There is hereby appropriated to the Department of Health

2 from the General State Fund the sum of $30,000.00 or so ?nttch

3 therefor as may be necessary, for the purposes of carrying 01d the

4 functions and duties p1f,rsuant to this act.·

1 ·[30.]«' *31.* This act shall takt~ effect immediately.
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SENATE BILL NO. 2148 (OCR)

To the Senate:

Pursuant to Article V, Section I, Paragraph l4(b) of the Con-

stitution, I herewith return Senate Bill No. 2148 (OCR), with my

objections, for reconsideration.

This bill provides for the establishment and certification of

Health Maintenance Organizations (H.M.O.). The H.M.O. provides, or

otherwise assures, the delivery of basic health maintenance and treatment

on a prepaid basis to a voluntarily enrolled group within a certain

geographical area. I wholeheartedly support this relatively new and

innovative alternative method of providing health care services to the

public. Yet, because of a number of problems in Senate Bill No. 2148

(OCR), I must conditionally veto the bill to ensure the best possible

framework for providing this new health care delivery system.

The definition for basic comprehensive health services is in-

complete. The definition for comprehensive health care services, which

intends to include the basic services, improperly refers to '~asic

comprehensive minimum health care services." Furthermore, while the

term "health care services" was deleted in the definition section of

the bill, that term is still utilized throughout the bill. The

definitions for comprehensive health care services and basic health

services are so broad as to provide no guidance as to which services

are included in basic services and which services may be provided as

comprehensive services. The determination as to which services

should be minimally provided by a H.M.O. should be left to the

Commissioner of Health. Similarly, the limitations upon which

services may be provided by a H.M.O. should be determined by the

Commissioner of Health. These amevdments facilitate and simplify

changes in these definitions in the future.
(

Senate Bill No. 2148 (OCR) assumes that a H.M.O. will file

amendments to the information submitted within the application. for a

certificate of authority to operate a H.M.O. See Section l8a(1). No
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procedure, however, is provided within the bill to file amendments

to the information submitted in the application with the commissioner.

Such a procedure should be outlined and specifically included in the

bill.

Sections 8 and 10 of Senate Bill No. 2148 (OCR) provide that

enrollees in H.M.a. 's receive certain specified information. This

information should be provided to any person who receives health care

services through the H.M.a. H.M.a. 's are permitted to furnish health

care services to persons other than enrollees. Such persons would

not be protected by receiving the information required by Sections 8

and 10. Senate Bill No. 2148 (OCR) should be amended to ensure that

all persons receive this information.

There is no prov.ision within Senate Bill No. 2148 (OCR) for a

statement of charges. A statement of charges is necessary for the

Commissioner of Health and the Commissioner of Insurance to determine

whether a proposed H.M.a. will be financially sound and will reasonably

be expected to meet its obligations. In addition, a state~ent of

charges should be provided to each enrollee.

The prohibited practices in Section 14 of the bill are enforced

by the Director of the Division of Consumer Affairs. The Director of

Consumer Affairs already has broad powers to act to prevent consumer

frauds. Currently, N.J.S. 56:8-1 et seq. establishes procedures for

the Attorney General to enjoin and to recover costs for any consumer

fraud. It should be specifically provided in the bill that the general

procedures already established to deal with consumer frauds are not

intended to be limited by the enumeratio~ of prohibited practices

within Senate Bill No. 2148 (OCR).
r

A period of open enrollment should be included in the bill to

permit maximum availability of the services .of the H.M.a. to the members

of the public within the geographical area served by the H.M.a. Provision

should be made to permit those underwriting restrictions on the open en-

. .... .. ... .. ... ...
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The primary responsibility for administering Senate Bill No.

2148 (OCR) and regulating H.M.O. 's is with the Commissioner of Health.

Because a number of the functions and determinations required by

Senate Bill No. 2148 (OCR) are within areas of concern of the Com-

missioner of Insurance, throughout the bill reference is made to

the "commissioner or where applicable the Commissioner of Insurance.

The bill requires the Commissioner of Health to promulgate reasonable

rules and regulations to carry out the act. Rules and regulations

touching on the area of concern of the Commissioner of Insurance are

to be promulgated after consultation with the Commissioner of Insurance.

A provision should be added in the bill to specifically require the

promulgation of rules and regulations designating which determinations

and responsibilities are to be within the province of the Commissioner

of Insurance. This will enable applicants and administrators of

H.M.O. 's to know precisely who is to make the various determinations

"

required by Senate Bill No. 2148 (OCR). It will also avoid any possible

conflict in the administration of the act.

In addition, a number of technical changes need to be made in

Senate Bill No. 2148 (OCR). Accordingly, I herewith return Senate Bill

No. 2148 (OCR) for your reconsideration and recommend it be amended as

follows:

Page 1 , Section 2, Lines 3, 4: .Delete "comprehensive"

Page 1 , Section 2 , Line 4: After ''heal th" insert "care"

Page 1 , Section 2, Line 4: Delete "and" insert "means"

Page 1, Section 2, Line 4: After "those services" insert " ",

Page 1 , Section 2 , Line 6: After "services" insert " designated,

by regulations promulgated by the. commissioner"

Page 1, Section 2, Line 7: Delet~ "Corl1prehens i ve health"

insert "Health"

Page I, Section 2, Line 8: Delete "Iomprehensive minimum"

Page 1 , Section 2 , Line 9 : Delete ft- ncluded in the furnishing to"
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Page 1, Section 2, Lines 10-12: Delete in their entirety.

Insert "designated by regulations promulgated by the

commissioner."

Page 4, Section 3, Line 66: Delete "11" insert "12 "

Page 4, Section 3, Line 72: After "hereof" delete " ".

insert " ",

Page 4, Section 3, Line 72: After Line 72 insert the following:

" (16) such other information as the commissioner may

require to make the determinations required by section 4

hereof.

d. (1) a health maintenance organization shall, unless

otherwise provided for in this act, file a notice

describing any modification of the information required

by subsection c. of this section. Such notice shall be

filed with the commissioner prior to the modification.

If the commissioner does not disapprove within 30 days

of filing, such modification shall be deemed approved.

(2) the commissioner may promulgate rules and

regulations exempting from the filing requirements of

paragraph (1) of this subsection those items he deems

unnecessary."

Page 4, Section 4, Line 22: Before "establish" insert "has a

procedure to"

Page 5 , Section 4, Line 28: Delete "22" insert "23"

Page 5, Section 4, Line 48: Delete "and"

Page 5 , Section 4, Line 50: Delete "13" insert "14 "

Page 5, Section 4, Line 51: After "performed;" insert "and"
j

Page 5, Section 4. Line 51: After Line 51 insert the following:

"(e) the financial soundness of the health maintf~ance

organization's arrangements for health care servi.'es

and the schedule of charges used in connection thE: rewi th; "
•
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Page 6, Section 4, Line 57: After "commissioner" insert "or the

Commissioner of Insurance"

Page 6, Section 4, Line 60 : Delete "21 " insert "22 "

Page 6, Section 5, Lines 29 , 29a: Delete "comprehensive"

Page 7 , Section 5, Line 38 : After Line 38 insert the following:

"b. (1) a health maintenance organization shall file

notice, with adequate supporting information, with the

commissioner prior to the exercise of any power granted

in subsection a.(l) or (2) of this section. The

commissioner shall disapprove such exercise of power

if in his opinion it would substantially and adversely

affect the financial soundness of the health maintenance

organization and endanger its ability to meet its

obligations. If the commissioner does not disapprove

within 30 days of filing, it shall be deemed approved.

(2) The commissioner may promulgate rules and

regulations exempting from the filing requirements of

paragraph (1) of this subsection those activities having

a de minimis effect."

Page 8, Section 8, Line 29: Delete "and"

Page 8 , Section 8 , Line 32: After "complaints ll delete II "

insert II. and ll,

Page 8, Section 8, Line 32 : After Line 32 add the following:

II (v) the total amount of payment for heal th care services

and the indemnity or service benefits, if any, which

..
the enrollee is obligated to pay with respect to

individual contracts, or an indication whether the

plan is contributory or non-contributory with respect

to group certificates. II
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Page 8, Section 8, Line 34: After Line 34 insert the following:

"b. (1) no schedule of charges for enrollee coverage

for health care services, or amendment thereto, may

be used by a health maintenance organization until a

copy of such schedule, or amendment thereto, has been

filed with and approved by the commissioner. The

Commissioner of Insurance shall certify to the com-

missioner whether the schedule of charges meets the

requirements of paragraph (2) of this subsection.

(2) such charges may be established in accordance

with actuarial principles for various categories of

enrollees, provided that charges applicable to an

enrollee shall not be individually determined based

on the status of his health. However, the charges

shall not be excessive, inadequate, or unfairly

discriminatory. A certification, by a qualified

actuary, to the appropriateness of the charges, based

on reasonable assumptions, shall accompany the filing

along with adequate supporting information."

Page 8, Section 8, Line 35: Delete ''h'' insert "c"

Page 8, Section 8, Line 37: After "met" insert "and any

schedule of charges if the requirements of subsection

b. of this section are met"

Page 8, Section 8, Line 37: After "form" insert "or to use

such schedule of charges"

Page 8, Section 8, Line 47: Delete "c" insert "d"

Page 8, Section 9, Lines 17, 18: Delete "Commissioner of Health"

insert "commissioner"

Page 9, Section 10, Line 5: Before "services" insert "the

available health care"



STATE OF NEW JERSEY
EXECUTIVE DEPARTMENT

SENATE BILL NO. 2148 (OCR) - 7 -

Page 9, Section 10, Line 11: After Line 11 insert new section

as follows:

"11. a. After a health maintenance organization has

been in operation 24 months, it shall have an annual

open enrollment period of at least one month during

which it accepts enrollees up to the limits of its

capacity, as determined by the health maintenance

organization, in the order in which they apply for

enrollment. A health maintenance organization may

apply to the commissioner for authorization to impose

such underwriting restrictions upon enrollment as are

necessary to preserve its financial stability, to

prevent excessive adverse selection by prospective

enrollees, or to avoid unreasonably high or unmarketable

charges for enrollee coverage for health care services.

The commissioner shall approve or deny such application

within 30 days of the receipt thereof from the health

maintenance organization. The Commissioner of Insurance

shall certify to the commissioner the appropriateness of

any requested underwriting restrictions.

b. Health maintenance organizations providing

or arranging for services exclusively on a group

contract basis may limit the open enrollment provided

for in subsection a. to all members of the group or

groups covered by such contracts. "

Page 9, Section 11, Line 1 : Delete "11 " insert "12"

Page 9, Section 11, Line 9: Delete "and"

Page 9, Section 11, Line 12: After "filed" delete " ".

insert ,,- and",
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Page 9, Section 11, Line 12: After Line 12 insert the following:

"(c) the number, amount, and disposition of malpractice

claims settled during the year by the health maintenance

organization and any of the providers used by it."

Page 9, Section 11, Line 15: After "services" insert "and

shall submit to the cummissioner a summary report at

such times and in such format as the commissioner

may require"

Page 9, Section 12, Line 1: Delete "12" insert "13"

Page 9, Section 12, Line 7: After "permit" insert "with the

approval of the Commissioner of Insurance"

Page 9, Section 13, Line 1: Delete "13" insert "14"

Pa ge 10, Secti<H1 1 _'. LinE: 4: ,\ '-eel "performed" insert "in such-'
'irr:-:-Hlnt JnJ

l1

PagE: lD, Sccc-iL,n lY L li"~ C'"-,let", "14" insert "15"

Ilelecc ", oro'lided however

that s 'cr: usa9:e 51",1L ccmf"riTi to the req\1irements of

\ Llt-l" "[nsUr'1i)c('. t' insert

" :: ,,1 :, i1.i n ~ i n t >, i ~ act ~; ;, 1 1 1 i mit the ::J!,\-I e r S 0 f the

e T' t- r 'i_ ,~! ( :

I\iSc 11, Sl."ctiun 15, LinE: 3: f\.; tt. L f'regll'_ations" insert ", which

!',_ :,_ !)eeolpproved b:; the ('ommissioner of Insurance,"

[\.ifL' il, ~: ec t ioo 1b, Line 1 : iJe1ete "16" insert "17"

Page 12 , 3ection 17, T • 1 : Delete "17" insert "18"",lne

Page 12 , Section 18 , Line 1 : Delete "18" insert "19 "

Page 12, Section 18, Line 13 : Delete "comprehensive"
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Page 13, Section 18, Line 26: Delete "11" insert "12"

Page 13, Section 18, Line 31: After "act" delete" "

insert "; or"

Page 13, Section 18, Line 31: After Line 31 insert the following:

"(10) the health maintenance organization, or any

person on its behalf, has advertised or merchandised
\.

its services in an untrue, misrepresentative, misleading,

deceptive or unfair manner."

Page 13, Section 19, Line 1: Delete "19" insert "20"

Page 14 , Section 19, Line 15: Delete "per" insert "under"

Page 14, Section 20, Line 1: Delete "20" insert "21 "

Page 14, Section 20, Line 7: After "shall" insert "specify

those determinati(ln~ in this act which are to be made

by the Commissioner of Insurance and shall"

Page 14, Section 21 , Line 1 : Delete "21 " insert "22"

Page 14, Section 21, Lines 11, 12: Dele te "cormnissioner"

insert "Commissioner of Insurance"

Page 14, Section 21, Lines 12, 13: Delete "quality of heal th

care services" insert "doing of an insurance business

or contract with an insurer or hospital or medical

services corporatio)',"

Page 14, Section 21_,_J.:.1 n~_.).c.:..~ De::lete "Commissioner of Insurance"

insert "cormnissione;:-"

Page 15, Section 22, Line 1 : Delete "22" insert "23"

Page 15, Section 23l-.L~.~~_L:_ Delete "23" insert "24 "

Page 15, Section 23, Lines 1~~ Delete "Disorderly Persons

Law" insert "disc".;1<?rly persons law"

Ldge .LV, ":;'C\""\..J,.vu """..,., LJ...LLG .... u€:iete "24" inbt::Lt.. 'I'.. .)
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Page 17 , Section 25, Line 1: Delete "25" insert "26"

Page 17, Section 26, Line 1 : Delete "26" insert "27"

Page 17, Section 27, Line 1 : Delete "27" insert "28 "

Page 17, Section 28, Line 1: Delete "28" insert "29"

Page 18, Section 29, Line 1 : Delete "29" insert "30 "

Page 18, Section 30 , Line 1 : Delete "30 " insert "31 "

Page 18, Section 31, Line 1: Delete "31 " insert "32 "

Respectfully,

/s/ William T. Cahill

GOVERNOR

[seal]

Attest:

/s/ Jean E. Mulford

Acting Secretary to the Governor
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SENATE AMENDMENTS TO

SENATE, No. 2148
[OFFICIAL COpy REPRINT]

STATE OF NEW JERSEY

ADOPT'ED NOVEMBER 29, 1973

Amend page 1, section 2, lines 3, 4, delete "comprehensive".

Amend page 1, section 2, line 4, after "health", insert "care"; delete

, ,and' " insert "means"; after "those services", insert ",".

Amend page 1, section 2, line 6, after" services ", insert", designated

by regulations promulgated by the commissioner".

Amend page 1, section 2, line 7, uelete "Comprehensive health".

insert "Health".

Amend page 1, section 2, line 8, delete "comprehensive minimum".

Amend page 1, section 2, line 9, delete "included in the furnishing to".

Amend page 1, section 2, lines 10-12, delete in their entirety, insert

"designated by regulations promulgated by the commissioner. ".

Amend pag~e 4, section 3, line 66, delete "11", insert "12".

Amend page 4, section 3, line 72, after "hereof", delete ". ", insert

" ,"; after line 72, insert the following:

"(16) such other information as the commissioner may reqUIre to

make the determinations required by section 4 hereof.

d. (1) a health maintenance organization shall, unless otherwise

provided for in this act, file a notice describing any modification of the

information required by subsection c. of this section. Such notice shall

be filed with the commissioner prior to the modification. If the com­

missioner does not disapprove within 30 days of filing, such modification

shall be deemed approved.

(2) the commissioner may promulgate rules and regulations exempt­

ing from the filing requirements of paragraph (1) of this subsection

those items he deems unnecessary."

Amend page 4, section 4, line 22, before "establish", insert "has a

procedure to ".

Amend page 5, section 4, line 28, delete "22", insert "23".

Amend page 5, section 4, line 48, delete "and".
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Amend page 5, section 4, line 50, delete "13", insert "14".

Amend page 5, section 4, line 51, after "performed;", insert "and";

after line 51, insert the following:

" (e) the financial soundness of the health maintenance organiza­

tion's al~rangementsfor health care services and the schedule of charges

used in c~nnection therewith;".

Amend page 6, section 4, line 57, after "commissioner", insert "or

the Commissioner of Insurance".

Amend page 6, section 4, line 60, delete "21", insert "22".

Amend page 6, section 5, lines 29, 29a, delete "comprehensive ".

Amend page 7, section 5, line 38, after line 38, insert the following:

"b. (1) A health maintenance organization shall file notice, with

adequate supporting information, with the commissioner prior to the

exercise of any power granted in subsection a. (1) or (2) of this sec­

tion. 'The commissioner shall disapprove such exercise of power if in

his opinion it would substantially and adversely affect the financial

soundness of the health maintenauee organization and endanger its

ability to meet its obligations. If the commissioner does not disapprove

within 30 days of filing, it shall be deemed approved.

(2) The commissioner may promulgate rules and regulations exempt­

ing from the filing requirements of paragraph (1) of this subsection

those activities having a de minimis effect."

Amend page 8, section 8, line 29, delete "and".

Amend page 8, section 8, line 32, after "complaints", delete ".",

insert " ; and"; after line 32 add the following:

"(v) the total amount of payment for health care services and the

indemnity or service benefits, if any, which the enrollee is obligated to

pay with respect to individual contracts, or an indication whether the

plan is contributory or non-contributory with respect to group cer­

tificates. ".

Amend page 8, section 8, line 34, after line 34 insert the following:

"b. (1) no schedule of charges for enrollee coverage for health care

services, or amendment thereto, may be used by a health maintenance

organization until a copy of such schedule, or amendment thereto, has

been filed with and approved by the commissioner. The Commissioner

of Insurance shall certify to the commissioner whether the schedule

of charges meets the requirements of paragraph (2) of this subsection.

(2) such charges may be established in accordance with actuarial

prin~iples for varioul'! categories of enrollees, provided that charges

applicable to an enrollee shall not be individually determined based on

the status of his health. However, the charges shall not be excessive,

inadequate, or unfairly discriminatory. A certification, by a qualified

actuary, to the appropriateness of the charges, based on reasonable
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assumptions, shall accompany the filing along with adequate support­

ing information."

Amend page 8, section 8, line 35, delete "b", insert "c".

Amend page 8, section 8, line 37, after "met", insert "and any

schedule of charges if the requirements of subsection b. of this section

are met"; after "form", insert "or to use such schedule of charges".

Amend page 8, section 8, line 47, delete "c", insert "d".

Amend page 8, section 9, lines 17, 18, delete "Commissioner of

Health", insert "commissioner".

. Amend page 9, section 10, line 5, before "services", insert "tht~

available health care".

Amend page 9, section 10, line 11, after line 11 insert new section as

follows:

"11. a. After a health maintenance organization has been in opera­

tion 24 months, it shall have an annual open enrollment period of at

least one month during which it accepts enrollees up to the limits of its

capacity, as determined by the health maintenance organization, in the

order in which they apply for enrollment. A health maintenance or­

ganization may apply to the commissioner for authorization to impose

such underwriting restrictions upon enrollment as are necessary to

preserve its financial stability, to prevent excessive adverse selection

by prospective enrollees, or to avoid unreasonably high or unmarketable

charges for enrollee coverage for health care services. 'The commis­

sioner shall approve or deny such application within 30 days of the

receipt thereof from the health maintenance, organization. The Com­

missioner of Insurance shall certify to the commissioner the appropri­

ateness of any requested underwriting restrictions.

b. Health maintenance organizations providing or arrangmg for

services exclusively on a gTOUp contract basis may limit the open en­

rollment provided for in subsection a. to all members of the group or

groups covered by such contracts."

Amend page 9, section 11, line 1, delete "11", insert "12".

Amend page 9, section 11, line 9, delete" and".

Amend page 9, section 11, line 12, after "filed", delete".", insert

"; and";, after line 12 insert the following:

"(c) the number, amount, and disposition of malpractice claims

settled during the year by the health maintenance organization and

any of the providers used by it.".

Amend page 9, section 11, line 15, after "services", insert" and shall

submit to the commissioner a summary report at such times and in such

format as the commissioner may require".

Amend page 9, section 12, line 1, delete "12", insert "13".

Amend page 9, section 12, line 7, after "permit", insert "with the

approval of the Commissioner of Insurance".
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Amend page 9, section 13, line 1, delete" 13", insert" 14".

Amend page 10, section 13, line 4, after "performed", insert "in

such amount and".

Amend page 10, section 14, line 1, delete "14", insert "15".

Amend page 11, section 14, lines 46, 47, delete", provided however,

that such usag'e shall conform to the requirements of section 14 a. (3)".

Amend page 11, section 14, line 50, after" Insurance.", insert" Noth­

ing in this act shall limit the powers of the Attorney General and the

procedures with respect to consumer fraud in N. J. S. 56 :8-1 et seq."

Amend page 11, section 15, line 1, delete "15", insert "16".

Amend page 11, section 15, lines 1, 2, delete' 'with the consent of the

Commissioner of Insurance".

Amend page 11, section 15, line 3, after" regulations", insert" , which

have been approved by the Commissioner of Insurance,' '.

Amend page 11, section 16, line 1, delete "16", insert "17".

Amend page 12, section 17, line 1, delete "17", insert "18".

Amend page 12, section 18, line 1, delete "18", insert "19".

Amend page 12, section 18, line 13, delete "comprehensive".

Amend page 13, section 18, line 26, delete" 11 ", insert"12""

Amend pag'e 13, section 18, line 31, after" act", delete """, insert

" ; or"; after line 31 insert the following:

"(10) the health maintenance organization, or any person on its

behalf, has advertised or merchandised its services in an untrue, mis­

representative, misleading, deceptive or unfair manner.".

Amend page 13, section 19, line 1, delete "19", insert "20""

Amend page 14, section 19, line 15, delete "per", insert "under".

Amend page 14, section 20, line 1, delete "20", insert "21".

Amend page 14, section 20, line 7, after "shall", insert "specify

those determinations in this act which are to be made by the Commis­

sioner of Insurance and shall".

Amend page 14, section 21, line 1, delete" 21", insert" 22".

Amend pag"e 14, section 21, lines 11, 12, delete "commissioner",

insert "Commissioner of Insurance".

Amend page 14, section 21, lines 12, 13, delete "quality of health care

services", insert" doing of an insurance business or contract with an

insurer or hospital or medical services' corporation,".

Amend page 14, setion 21, line 15, delete "Commissioner of Insur-

ance ", insert "commissioner".

Amend page 15, section 22, line 1, delete" 22", insert "23""

Amend pag'e 15, section 23, line 1, delete "23", insert "24".

Amend page 15, section 23, lines 12, 13, delete "Disorderly Persons

Law", insert "disorderly persons law".

Amend page 16, section 24, line 1, delete "24", insert "25".
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Amend page 17, section 25, line 1, delete "25", insert "26".

Amend page 17, section 26, line 1, delete "26", insert" 27' '.

Amend page 17, section 27, line 1, delete "27", insert "28".

Amend page 17, section 28, line 1, delete "28", insert "29".

Amend page 18, section 29, line 1, delete "29", insert "30".

Amend page 18, section 30, line 1, delete" 30", insert" 31 ".

Amend page 18, section 31, line 1, delete "31", insert "32".



DECElvffiER 27, 197J

FROM 11lE OFFICE OF THE GOVERNOR

FOR RELEASE: IMMEDIATE

Governor William T. Cahill signed into law today a b~ll providing for the

certification and regulation of the newly developing health maintenance organizations.

Senate Bill 2148, sponsored by Senator Barry T. Parker (R., Burlington)

establishes the minimum services the H.M.O.'s must provi~e. This is a relatively

new concept in health care delivery in which health maintenance and treatment are

provided on a prepatd basis to a voluntarily enrolled group within a certain geographical

area. The system emphasizes preventive medicine.

The H.M.O., which is an alternative to existing standard medical and surgical

health plans, would provide comprehensive medical services including physical examina-

tions, obstetrical care, laboratory services and even house calls when medically ..

necessary for a set prepaid monthly fee. It also provides for institutional care

including out-of-area hospital care where members require treatment when they are

ill or injured when away from the geographical area served by the H.M.O.

The bill was conditionally vetoed, by Governor Cahill in November in order

to permit certain technical changes.
I
I

Two other bills'~igned by Governor Cahill today provide $4 milli~n for voca-

tional educational facilities in all counties and $22 million for higher educational

facilities at various State and county' colleges.

S-2396, sponsored by Senator Raymond H. Bateman (R., Somerset), appropriates

$4 million from the Public Buildings Construction Fund to be used for vocational

educational facilities for the period ending June 30 t 1974. (See attached list for.
individual appropriations by.~ounty.)

5-2400, sponsored by SenatorP~t~r w. Thomas (R., Morris), appropriates
, ,

$4,060,000 from the Higher Education Bond Act of 1971 to be used for various con-

struction projects at Montclair State College, Trenton State College and at Rutgers.

It also appropriates $18 million as the State's fifty per cent share for construction

projects at the various co~\~ co~~eges for the period from January 1 to December 31,1974.

Another educational bill signed into law today by Governor Cahill requires

counties to accept out-of-county students in post-secondary vocational schools where
-.

facilities permit and where the student 'cannot obtain the program in his own county.
• I

5-736. also sponsored by Senator Bateman, provides that the board of education

admitting a non-resident student shall collect from the sending county $200 for each

student for capital expenses plus the average county share of operating costs per

full-time student.



5-147, sponsored by Senat_or WilHam Vincent Musto (D., Hudson), which provides

that at a public hearing on the passage of a municipal ordinance the opportunity to

be heard shall include the right to ask pertinent questions concerning the ordinance

by any resident of the municipality, or any othef person af~ected by the ordinance.

S-156, sponsored by Senator William E. Schluter (R., Hunterdon), which permits

county improvement authorities to acquire, construct, maintain and operate garbage

and solid waste disposal systems.

8-325, spon~ored by Senator Matthew J. Rinaldo (R., Union), which prescribes
~

penalties for an employer who fails to make timely payments into any pension or

welfare fund or a fund for an education, vacation, or apprenticeship program covered

by a collective qargaining agreement.

S-4l9, sponsored by Senator Frank X. McDermott (R , Union), which provides

that any newspaper qualified to publish legal advertisements, that moves its publica-

tion to any municipality in the same or an adjacent county shall continue to be

qualified to publish legal ads for a two-year period.

8-949, sponsored by Senator Joseph P. Merlino (D., Mercer), which permits
- -..

deputies and clerks employed by surrogates .in any county, to benefit from any cost

programs established in the county.of living bonus or longevity

8-1049, sponsored by Senator Joseph C

:"
, I,

Woodcock, Jr. (R., Bergen), which

simplifies and expedites the procedures for granting lands and quitclaiming lands

belonging to the State and dedicated to the School Fund or in which the State claims.

8-1068, sponsored by Senator Joseph A. Maressa (D., Gloucester), which pro-

vides for the pa~ent of the defense of civil actions against a member of the board

of education and for payment. of expenses in a criminal action when the findings are

. .
in favor of the member; permits the board to maintain insurance to cover such expenses.

A-1350, sponsored by Assemblyman' Benjamin H. Mabie(R. ,Ocean), which permits

county or municipal land to be sold to an~ duly incorporated non-profit association

or any regional commission or authority composed of one or more municipalities or

counties for the construction of an animal shelter.

A-1362, sponsored ~Assemblyman John N. Dennis (R.,Essex), which permits

library trustees to buy and sell authorized obligations, bonds and securities.

A-16l6, sponsored by Assemblyman David A. Wallace (D., ,~udson), which amends

and repeals various sections of the pension law concerning employees of 1st class

counties having a population under 800,000. (FN-$5,327,368, 73-74; $5,236,373, 74-75)



A-20721- sponf;orcd by Assemblyman John N. Dennis (R., E55CX), which amends

the requirement of imprinting a specific statement on a motor vehicle rctail

installment contract.

A-2l44, sponsored by Assemblyman H. Kenneth Wilkie (R., Ocean), which permits

counties to appropriate up to $10,000 for volunteer fire companies.

A-24l6, sponsored by Assemblyman Arthur A. Manner (R., Union), which permits

the installation of gas pipes and electric cables one foot apart.

A-2501, sp~sored by Assemblyman Benjamin H. Mabie (R., Ocean), which

authorizes Ocean County to make permanent the appointment of C.K. Carter as a·

sheriff's officer.

A-2576, sponsored by Assemblyman Walter E. Foran (R., Hunterdon), which

appropriates $50,000 for animals slaughtered because of hog cholera.

A-2665, sponsored by Assemblyman James R. Hurley (R. Cape May), which permits

night and Sunday d:edging for sea clams.

A-699, sponsored by Assemblyman Philip D. Ka1tenbacher (R., Essex), which

provides for psychiatric or psychological services benefits rendered by a licensed
......

psychologist under group health insurance ..

A-700, also sponsored by Assemblyman Kaltenbacher, which provides 'tor payment
"

for services performed or rendered by a licensed psychologist by a medical service

corporation.

A-701, also sponsored by Assemblyman Kaltenbacher, which provides for payment

for any psychological service performed by a licensed psy~ho10gist under life and

health insurance:

A-2289, sponsored by Assemblyman Michael Esposito (D., Hudson), which increases
I ,

the maximum widow's pension. for employees of 1st ~lass cities having a population

of less than 400,000 inhabitants; effective January 1, 1974.

***

.'

..
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