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P.L,1992, CHAPTER 181. "pproued Nouember 30, J992
 

Auembl)' Committee Substitute for
 

" 1992 Aalembly No. 1864
 
J AN ACT requirinl all health in8Uren, health service corporations
 
2 and health maintenance or,anizations to provide individual
 
3 health benefits coverale on an open enrollment buis, crealin.
 
4 the New Jlney Individual Health Covera,e Prosram, amending
 
5 P.L.I98S, c.236, P.L.t988, c.1t and supplementing. Title 118 of
 
6 the New jeney Statutes.
 
7
 
8 BE IT ENACTED '" rile Senate "nd Genera' A.em"', 0/ the
 
, S'",,, 01 New Je"e,:
 

to 1. (New section) As used in sections 1 throuSh 15, inclusive. of 
u this act: 
12 "Board" ineans the board of directon of the prosram. 
13 "Carrier'" means an insurance company, health service 
14 corporation or health maintenance organization authorized to 
16 .... health benefits plans in this State. For purposes of this act, 
18 curlin that are affiliated companies shall be treated &Sane 
17 carrier. 
18 "Commiaaioner" means the Commissioner of Insurance. 
19 "Community ratina" means a ratina system in which the 
20 pnmium for aU penonscovered by a contract 'is the same~ based 
2t on the experience of aU' penons covered by that contract, 
22 without reaard to a,e, sex, health status" occupation and 
23 I8D8f8p1Ucallocation. 
24 "Department" means the D~partment of Insurm:ace.. 
25 "Dependent" means the spouse or child of an' eliBible person, 
28 subject to applicable tems of .the individual health benefits plan. 
27 "EliBible penon" means a penon who isa resident of the State 
28 whoia not eliBible to be insured muler a SIOUP health insurance 
29 policy, Medicare, or Medicaid. 
30 "Financially impaired" means a carrier which, after the 
31 effective date of tbis act. is not insolvent, but is deemed by the 
32 conunisSioner to be potentially wtable to fulfill its contractual 
33 oblisations; or a carrier which is placed under an ' order of 
34 rehabilitation or, conservation by a court of competent .., 35 jurisdiction. 
36 "Group health benefits plan" means a health benefits plan for 
37 sroupa of two or more penons. 
38 "Health benefits plan" means a hospital and medical expense 
39 insurance policy; health service corporation contract; or health 
40 maintenance oraanization subscriber contract delivered or issued 
41 for, delivery in this State. For purposeS oftbis act. health 
42 benefits plan dOes not include the followinB plans! poli~ies, or 

EXPlANATlON-Hatter, enclosed in bold-faced brackets (thus] rn the 
aboYe bnl is not enacted and is intended to be OIIittlidin the la". 

Hattlir underlined 1bu1 is new ..tter., 
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1 contrac:ts: accident only. credit, dilabiUty. lolll-tenn care,
 
2 Meclic.re aupplement coveraae. cove.,e for ~edicare services
 
3 p~revant to a contract wUh tha UnitecJ S~ates lovenunent.
 
4 coverqe for Medicaid services pursuant to a ,contract with the
 
S State. Coveraae ariainl o~t of a workers 'compensation or similar
. . 

6 law. a~tomoblle medical paymen~ insurance, personal injury
 
7 protection insurance luued p~uant to P.L.1972. c.70 (C.39:8A-l
 
8 et seq.). or hospital confinement indemnity coverale.
 
9 "lndivid~al health benefits plan" means a health benefits plan
 

10 for eUaible persons and their dependents. 
11 "Member" means a carrier that is a member of the program 
12 punuant to this act. 
13 "Modified community ratinl" means a ratinasystem in which 
14 the premium for all persons covered by a contract is fonnulated 
15 based on the experience of all persons covered by that contract. 
18 without Nlard to 88e, sex, occupation and g80graphicallocation, 
17 but which may differ by health status. 'lbe tenn modified 
18 community ratina shall apply to contracts and policies iss~ 

19 prior to the effective date of this act which are s~bj8Ct to the 
20 provisions of subsection e. of section 2 of this act. 
21 "Net eamed premium" means the premiums eamed' in this 
22 State on health benefits plans, less retum premiums thereon aDd I
23 dividends paid or credited to policy or contract holders on the ;
 

24 health benefits plan 1n&n8ll. Net eamed premium shall include
 
25 the auregate premiums eamed on the carrier's insured group
 
26 and individual business and health maintenance organization
 
27 business. including premiums from iny Medicare. Medicaid or
 
28 HealthStart Plus contracts with the State or federal govenunent.
 
29 but shall not include any excess or stop loss coverale issued by 8
 

30 carrier in connection with any ·self insured health benefits plan.
 
31 or Medicare supplement policies or contracts;
 
32 "Open enrollment" means the offering of an individual health
 
33 benefits plan to any elisible person on a guaranteed issue basis.
 
34 pursuant to piocedures established by the board.
 
35 . "Plan of operation" means the plan of operation of the program 
38 adopted by the board pursuant to this act. 
31 "Preexisting condition" means a condition that. durinB a 
38 specified period of not more than six mOnths immediately 
39 preceding the effective date of· coverase, had manifested itself in 
40 such a manner as would cause an ordinarily prudent person to 
41 seek medical advice, diagnosis. care or treatment, or for which 
42 medical advice. diasoosis. care or treatment was recommended 
43 or received as to that condition or as to a pregnancy existins on 
44 the effective date of coverage. 
45 "Program" means the New Jersey Individual Health Coverage ,..
46 Prosram established pursuant to this act. . 
47 2. (New section) a. An individual health benefits plan issued on	 : 

48	 or after the effective date of this act shall be subject to the ! 
i49 provisions of this act. I 

50 b. (1) An individual health benefits plan issued on an open I
51 enrollment. modified community rated b8Sisorcomm~tyrated 
52 basis prior to the effective date of this act shall not be sUbject to 
53 sections 3 throUSh 8. inclusive. of this act. lUl1ess othei.'wise 
54 specified therein.	 . . 

r 
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t (2) An individual health benefits plan issued other than on an 
2 open enrollment basis prior to the effective date of this act shall 
3 not be subject to the provisions of this act, except that the plan 
4 shall be liable for 888essments made vursuant to section t 1 of this 
& act. 
6 (3) A aroup conversion contract or policy issued prior to the 
7 effective date of this act that is not issued on a modified 
8 community rated basil or community rated basis. shall not be 
9 subject to the plOvisions of this act, except that the contract or 

10 pollc, shall be liable for 8888ssments made pursuant to section 11 
11 of this act. 
tZ c. After the effective ·date of this act, an individual who is 
13 elilible to participate in a lfOUp health benefits plan that 
14 pmvidll coveraSe for hospital or medical expenses shall not be 
1& covered by 1ft individual health benefits plan which provides 
18 benefits for hospital and medical expenses that are the same or 
t7 similar to coverqe provided in the group health benefits plan. . 
18 d. After the effective date of this act, a person who is covered 
19 by an individual health benefits plan who is a participant in. or is 
20 elilible to participate ·in, a IfOUP health benefits plan that 
21 provides the lame or similar coverages as the individual.health 
22 
23 

benefitl plan, and a person, including an employer or insurance 
producer, who causes another person to be covered by an 

24 individual health benefits plan which person is a participant in, or 
25 who is elilible to participate in ~ group health benefits plan that 
26 provides the same or similar coverages as the individual health 
27 benefits plan. shall be subject to a fine by the .commissioner in an 
28 amount not less than twice the 8IU1ual premium paid f9r the 
29 individual healt~ benefits plan, .together with ..yother penalties 
30 pennitted bylaw. 
31 e. Every .individual health benefits plan 1~ed prior to the 
32 effective date of this act shall be rated as follows: . 
33 (1) No later than 180 days after· t~e effective date of this·act. 
34 the .premium rate charsed by a carrier to the hilhest rated 
35 individual who purchase~an individual health ben~fits plan prior 
36 to the effective date of this act shall not be greater than t.50~ of 
31 the premium rate charged to the lowest rated individual 
38 purcb88ing that same or a similar health benefits plan. 
39 (2) During the period July 1, 1994 to JWle 30, 1995. the 
40 premimn rate ,charged by a carrier to the highest rated individual 
41 who purchased an individual health benefits plan prior to the 
42 effective date of this act shall not be greater than 12~% of the 
43 premium rate charged to the lowest rated individual purchasing 
44 that same or a similar health benefits plan. 
45 . (3) On and after July 1,. 1995, every individual health benefits 
48 plan which was issued b~fore the effective date of this act shall 
41 be community rated upon the date of its renewal. 
48 (4)-A carrier that issues an individual health benefits ,plan with 
49 modified community. rating subject to the pro\,isions' of this 
50 subsection shan make an infonnational fi1ina with the ,board 
51 whenever it adjusts or modifies its rates. ' 
52 
53 

3. (New section) a. No later than 180 days after the effective 
date of this act,' a carrier shall, as a condition of i88uina health 

54 benefits plans in this State, offer individual health benefits 
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1 plans. The plans shall be, offe~ed on an open enrollment" 
2 community rated basis, ,pursuant to the provisions of thil act; 
3 except that. a carrier Mall be deemecl to h.V8 satisfied itl 
4 oblilation to pmv,lde the individual· health benefits plans by 
6 pay!nl an assessment or receivins an exemption pursuant. to 
8 section 11 of this act. '. 
1 b. A carrier shall offer to an eUgible person a .choice of five 
8 individual health benefits plans,' any of which ma)' contain 
9 provisions tor. managed care. One plan shall be a bale health 

10 benefits plan. ODe plan shall be a manaled eire plan and three 
11 pi_ shan include enhanced benefiti of proportionally increuins 
12 actuarial value. A carrier may elect to convert any ,individual 
t3 health benefits plans in force on the effective date of this act to 
14 any of the five benefit plans. except that the replacement plan 
1& shall be of no less actuarial value than the policy or contract 
18 beina replaced. 
17 Notwithstandina the ·provisions of this 8Ubse~tion to the 
18 contrary. at any time' after three years after ,.the effective date 
19 of this act, the board, by reaulation, may reduce the number of 
20 plans required to 'be offered by a carrier. 
21 Notwithstanding the provisions of this subsection to the 
22 contrary, a health maintenance orswzation which is a qualified 
23 health maintenance of.anization pursuant to the "Health 
24 Maintenance Orawzation Act of 1973," Pub.L.93-222 (42 
25 t!.S.C.§300e et seq.) 'shall be pennitt~d to offer a basic health 
26 benefits plan in accordance with the provisions. of that law in lieu 
21 of the five plans required pursuant to this subsection. 
28 c. (t) A basic health b,enefit~ plan shan pmvid~ the benefits 
29 set forth in section 5& of P.L.l991. e.l81 (C:17:48E-22.2), section 
30 51 of P.L.199i. c.ll? (C.17B:26B-2) or section 69 of P.L.199t, 
31 e.t87 (C.26:2J-4.3). 85 the case may be. 
32 (2) NotwithstandinB the provisions of this su~ection or any 
33 other law to the contrary, a carrier may, with the approval of the 
34 board. modify the coverage provided for in sections 55,51, or 59 
35 of P.L. 1991, c. 181 (C.17:48E-22.2, 178:268-2 and 26:2}-4.3, 
36 respectively) or provide altemative benefits or, services flOm 
31 those required by this subsection if they are within the intent of 
38 this act or if the board changes the benefits included in the basic 
39 health benefits plan. 
40 (3) A contract or polley fora basic health benefits plan 
41 provided for in this. section may contain or provide for 
42 coinsurance or deductibles, or, both,. except that· no deductible 
43 shall be payable in excess of a tot,a! of $250 by, an individual or 
44 ,$500 by a family unit during any benefit year; nocoinsurJRc8 
45 shall be payable in excess of a total of $500 by an individual or by 
46 a family unit during any benefit year; and nei.ther coinsurance'nor 
41 deductibles shall apply to maternity benefits.or preventative care 
48 examinations. 
49 (4) Notwithstanding the p~visionsof ,paragraph (3) of ~ 

50 subsection or any other law to the, contrary. ,a carrier ma, 
51 provide for'. increased de,ductibles' or coinsurance 'for a" balic 
52 health benefit~ plan if approved ~y the board or if the board 
53 increases deductibles or coi~,lr8l'lce ·included in the basic bealth 
54 benefits plan. ' 
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1 (&) The provisions of section. 13 of P.L.1986, c.236 
2 (C:17:48E-13). N.J.S.17B.28-t, and section 8 of· P.L.1913, c.337 
3 (C.28:2J-8) with respBct to the fiUI1l of policy fonns shall not 
4 apply to health plans issued on or after the effective date of this 
& act. 
8 (8) The provisions of section 27 of, P~L.198&, ,c.236 
" (C.17:48E-27) and section 1 of P.L.1988, c.71 (C.l1:48E-27.t) 
8 with respect to rate filtnll shall not apply t.O. individual health 
9 pllJll ialued on or after the effective date of this. act. 

10 d. Ever, IrouP convenion contract or policy issued after the. 
11 effective date of this act shall be iSlUed pursuant to this section; 
12 except that this requirement shall not apply to any sroup 
13 conv,mon contract or policy in which a portion of the premium 
14 is charleable to, or subsidized by, the sroup policy from which 
1& the convemon is made. 
18 4. (New section) The following provisions shall not apply to 
17 bale health. benefits plans and managed care health benefits 
18 plans iSlued pUfluant to section 3 of this act: 
19 Sections 12, 32 throulh 35, inclusive, of P.L.t98S. c.236 
20 (C.17:48E-12 and C.l1:48E-32 throuSh C.17:48E-36, inclusive); 
21 section 2 of P.L.1987, c.62 (C.17:~8E-35.1); sections 3. 4 and 6 of 
22 P.L.199t, c.279 (C,17:48E-35.4, 118:28-2.1e and 26:2)-4.4); 
23 section 1 of P. ·L.1S71, c.ltS (C.17B:26-2.1); section 1 of 
24 P.L.1983, a.53 (C.l~B:26-2.1a); section 1 of P.L.1981 c. 64 
2& (C.t7B:~8-2.1c); P. L.1919, c.328 (C.11B:26-2.2 et. seq.); and 
26 sections 1 and 2. of P.L.1979, c.16~ (C.17B:26-44.1 and 44.2). 
27 &. (New s8cti~n) An individual health benef~.ts plan issued 
28 punuant to section 3 of this act is subject to the followinS 
29 proYisi~~: . . . 
30 .a. The health ·benefits pJan, sltall.suarantee coverage for. an 
31 elilible person and his dependents on a community rated basis. 
32 b. A health benefits plan shall be renewable with respect to an 
33 eJisible person. and his dependents at the option of the policy or 
34 contract holder ~xcept under the followinS circumstances: 
36 (1) nonpayment of the required premimns by the policy or 
36 cont';8ct .holder; 
37 (2) fraud or misrepresentation by the policy or c~ntract holder, 
38 includinB equita'ble fraud, with respect to. coverage of. eligible 
39 individuals or ~heir dependentsi 
40 (3) tennination of elisibility of the policy or contract holder; or 
41 (4) cancellation or ~endment by the board of the specific 
42 individual health benefits plan. 
43 8. (New section) The bo~~ shall establish the policy and 
44 contract fonDS and benefit levels to be made available by all 
45 carriers for the policies required to be. issued. pursuant to section 
46 3 of ~his act. The board shall provide the commissioner with an 
47 infonnational filing of· the policy and. contract fonns and benefit 
48 levels it establishes. . . . 
49 a. The indi~idual health ·benefits plans established by the bOard 
50 may include cost containment measures such as, but not limited 
51 to: utillzation review of health ~are se~ices~ includin.· review of 
52 medical necessity of hospital and physician .servi~es; case 
&3 management benefit altematives; selective contracting with 
54 hospitals. physicians, and other health care ,providers; and 
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1 reuonable benefit differentials applicable to participating and 
a nonparticipating providers; and other manqed care provisions. 
3 b. An individual health benefits plan offered· PUl'lU8lJt to 
4 section 3 of this act shall contain a limitation of no more than 12 
5 months on coverqe for pre-existing conditions. except that the 
6 limitation shall not apply to an individual who satisfied a 12 
:I month preexisting condition limitation under a prior group or 
8 individual health benefits plan with no iDterven1ng lapse in 
9 cover.,e. 

10 c. In addition to the five standard individual health benefits 
11 plans provided for in section 3 of this act. the board may develop 
12 up to five rider packages. Premium rates for the rider packages 
13 shall be determined in accordance with section 8 of this act. 
14 d. After the board I s establishment of the individual health 
15 benefits plans required punuant to section 3 of this act, and 
16 notwithstanding any law to the contrary. a carrier shall file the 
17 policy or contract fomia with the board and certify to the board 
18 that the health benefits plans to be used by the carrier are in 
19 su"tantial compliance with the provisions in the corresponding 
20 board approved plans. The certification shall be siped by the 
21 chief executive officer of the carrier. Upon receipt by the board 
22 of the certification. the certified plans may be used until the 
23 board. after notice and hearing. disapproves their continued use. 
24 7. (New section) a. A health maintenance organization shall 
25 not be required to offer coverage to or accept an applicant 
26 pursuant to this act if the applicant is not geographically. located 
27 in the health· maintenance organization I s approved service area 
28 or if the health maintenance organization does not have the 
29 capacity in its facilities to enroll .additional membel'S~ except 
30 that. if the health maintenance organization does not have the 
31 capacity in its facilities for additional individual enrollees, it also 
32 shall not offer coverage to or accept any new group enrollees. 
33 b. A carrier shall not be required to offer coverage or accept 
34 applications pursuant to this act if the commissioner finds that 
35 the acceptance of applications would place the carrier in a 
36 financially impaired condition. 
37 8. (New section) a. The board shall make application to the 
38 Hospital Rate Setting Commission on behalf of all caniel'S for 
39 approval of discounted or reduced rates of payment to hospitals . . 

40 for health care services provided under an individual health 
41 be~efits plan provided pursuant to this act. 
42 b. In addition to discounted or reduced rates of hospital 
43 payment, the board shall make application on behalf of all 
44 carriers for any other subsidies, discounts, or funds· that may be 
45 provided for under State or federal law or regulation.. A carrier 
46 may include discounted or reduced rates of hospital payment and 
41 other subsidies or funds. granted to t~e board to reduce it, 
48 premium rates for individual health benefits plans subject .to this 
49 act. 
50 c. A carrier shall not issue individual health benefits plans on a 
51 new contract or policy form punuant to this act untU an 
52 infonnational filing of a full schedule of rates which applies tQ 
53 the contract or policy fonn has been filed with the board. The 
54 board shan forward the infonnational filing to the commissioner 
55 and the Public Advocate. . 
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I d. A carrier shall make an informational filina with .he board 
2 of any chlllle in its rat8lfor individual hllUhbenefitsplans 
3 pursuant to section 3 of this act prior to the date the rateS 
4 become effective. lbe board shall fUe the informational filing 
5 with thecommiaaioner and the Public Advocate. If the carrier 
6 hIS filed allblformation required by the board, the fiUnS shall be 
7 deemed to be complete. 
a e. (1) Rates shall be formulated on contracts or policies 
9 required pursuant to section 3 of this act 10 that the anticipated 

10 minimum 1011 ratio for a contractor policy form shall not be less 
11 than 76~ of the premium. The carrier shall submit with its rate 
12 filina suppOrtin8 data. II determined by. the board. and a 
13 certification by a member of the American Academy of 
14 Actuaries. or other individuals acceptable to the board and to the 
15 conuniIIioner, that the carrier is in compliance with the 
18 provisions of tbiasubsection. 
17 (2) FoUowiDg the close of each calendar year, if the board 
18 detemdnel that a carrier's loss ratio wu less than 15% for that 
19 calendar year, the carrier shall be required to refund to policy or 
20 contnct holden the difference between the amount of net 
21 eamed premium it received that year and the amount that would 
22 have been nec....ry to achieve the 75% loss ratio. 
23 9. (New section) a. There is created the New Jeneylndividual 
24 HaIth Covel'llle Prosrem. All carriers subject to·. the provisions 
25 of this act shall be members of the prosram. 
28 be Within 30 days of the effective date .of this act, the 
27 conunisIioner shall pve notice to all membe.rs 0.1 the time and 
28 place for the initial orsanizational meetins, which Shall take 
29 place within 80 days of the effective date. lbe board shall 
30 consist of nine representatives. The commissioner or his designee 
31 shall serve as 8I'l ex officio member on the board. Four members 
32 of the board shall be appointed by the Governor, with the advice 
33 and consent of the Senate: one of whom shall be a representative 
34 of an employer, appointed upon the recommendation of a business 
35 trade a&IOCiation, who is a person with experience iQ the 
36 m8ll8lement or administration of an employee. health benefit 
37 plan: one of whom shall be a representative of organized labor. 
38 appointed upon the recommendation of the A.F.L.-C.I.O•• who is 
39 a penon with experience in the manasement or administration of 
40 an employee health benefit plan; and two of whom shall be 
41 consumen of a health benefits plan who are renective of the 
42 population in the State, Four board members who. represent 
43 carriers shallbe elected by the members, subject to the approval 
44 of the commissioner. as follows: to the extent there is one 
45 licensed in this State that is willins to have a. representative 
46 serve on the board. a representative from each oftha· fonOwinS 
41 entities shall be elected: 
48 (1) a health service corporation; . 
49 (2) a health maintenance organization; 
50 (3) a mutual health insurer of thlJ State subject to Subtitle 3 
51 of Title 118 of the New Jeney Statutesi and .. . 
52 (4) a foreign health insurance company authorized to do 
53 business in this State. . . 
54 In approving the selection of the carrier representatives of the 

" .. ",.:.", 

" 

;
, . 
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1 board. the commialloner shall Ulure that all members of the 
2 program are fairly represented, 
3 Initially, two of the Govemor's appointees and two· 01 the 
4 carrier representatives shan serve for a tenn of three ye81'l; one 
6 of the Govemor'. appobltees and one of the carrier 
8 representatives shall serve for a tenn of two yearsi and one of 
7 the Govemor'. appointees and one of the carrier representatives 
8 shall serve for a tenn of one year, Thereafter, all board 
9 members shall serve for a tenn of three years. Vacancies shall 

10 be filled in the same manner u the original appointments, 
11 c. If the initial carrier representatives to the board are not 
12 elected at the ol'lanizational meetin" the commissioner shall 
13 appoint those members to the initial board within 15 days of the 
14 or,Elational meatin,. 
15 d. Within 90 days after the appointment of the initial board, 
18 the board shall submit to the commissioner a plan of operation 
11 and thereafter. any amendments to the plan necessary or suitable 
18 to assure the fair. reasonable, and equitable administration of the 
19 program. The commissioner may disapprove the plan of 
20 operation. if the commissioner detennines that it is not suitable 
21 to assure the fair, reasonable, and equitable administration of the 
22 pro,ram, and that it does not provide for the sharina of program 
23 losses on an equitable and proportionate basis inaccotdance with 
24 the provisions of section 11 of this act. The plan of oPeration or 
25 amendments thereto shall become effective unless disapproved in 
28 writing by the commissianerwithin 45 clays of receipt by the 
21 commissioner. 
28 e. If the board fails to submit a suitable plan of operation 
29 within 90 days after its appointment. the commi&&ionersball, 
30 after notice and hearing, adopt and promulgate a temporary plan 
31 of operation. The commissioner shall amend or rescind a 
32 temporary plan adopted under this. subsection, at the time a plan 
33 of operation is submitted by the board. 
34 f. The plan of operation shall establish procedures for:, 
35 (1) the handlin, and accounting of Ulets and monies of the 
38 program, and an annual fiscal reportin, to the commissioner; 
31 (2) collecting assessments from members to provide for 
38 sbaring prosram losses in accordance with the proviaioDs of 
39 section 11 of this act and administrative expenses incurred or 
40 estimated to be incurred during the periQd for which the 
41 assessment is made; 
42 (3) approving the coverage, benefit levels, and contract forms 
43 for individual health benefits plans in accordance with the 
44 provisions of section 3 of thisacti 
45 (4) the imposition of an interest penalty for late payment,of an 
48 assessment pursuant to section 11 of this act; and 
47 (5) any additional matters at the dm;retion of the board. 
48 g. The board shall appoint an insurance producer licensed to 
49 sell health insurance pursuant to P.L.1987. c.293 (C.l1:22A-l et 
50 seq.) to advise the board on issues related to sales of individual 

.51 health benefits plans issued pursuant to this act. 
52 10. (New section) The program shall have the general powers 
53 and authority granted under the laws of New Jersey to insurance 
54 companies, health service corporations and health maintenance 

,., 
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1 orlanizations licensed or approved to transact, busine.. in this
 
2 State. except that· theprosram shall not have the power to iuue
 
3 health benefits plans directly to either IrouPS or individuals.
 
4 The board shall have the specific authority to:
 
5 a. 888ess members their proportionate share of prolram losses
 
6 and administrative expenses in accordance with the provisions of
 
7 section 11 of this act, and make advance interim 88I888I1lents. as
 
8 may be re8lOnabie and nec8888ry for or,anizational and interim
 
8 operatina expenses and estimated 1088es. An interim lSI_ment
 

10 8hall be credited as an offset alainst any regular 8S8888111ent due 
11 followinl the close of the fiscal yearj 
12 b. establish ndes. conditions. and procedures pertaininl to the 
13 sharing of prosram lo88es and adminlitrative expenses amonl the 
14 members of the prolram: 
15 c. review rate applications and fonn filings submitted by 
16 carriers in accordance with this acti 
17 d. define the provisions of individual health benefits plans in 
18 accordance with the requirements of this acti 
19 e. enter into contracts which are necessary or proper to carry 
20 out the provisions and purposes of this act; 
21 f. establish a procedure for the joint distribution of 
22 infonnation on individual health benefita plans issued pursuant to 
23 section 3 of this acti .' . . '., 
24 g. establish; at the board's discretion. standards for the 
25 application of a means test for individual health benefits plans 
26 issued pursuant to section 3 of this acti , 
21 h. establish, at the board' a discretion, reasonable guidelines for 
28 the pun:hase of new individual health benefits. plans by pel'lOns. ' ~ 

29 who already are enrolled in or insured by another individual 
30 health benefits I»lan: 
31 i. establish minimum requirements for performance standards 
32 for carrtersthat are reimbursed for losses submitted to the 
33 pro8l'8Jl1 and provide for performance audits from time to time; o 
34 j. sue or be sued. ~ludinl taking any legal actions necessary 
35 or proper for 'recovery of an assessment for, on behalf of. or 
36 against the pro8l'8Jl1 or a member; 
31 k. appoint flOm among its members applOpriate .legal, 
38 actuarial, and other committees as necessary to plOvide technical I 
39 and other assistance in the operation of the p108l'8JI1; in polley 
40 and other contract design. and any other function within the 
41 authority of theplOgrami and I 
42 1. barlOW money to effect the purposes of theplOgram. Any 
43 notes or other evidence of indebtedness of the, PlOgram not in ,I .44 default shall be legal investments for carriers and may be carried 
45 as admitted 8S88ts. 
46 11. (New section) The board shall establish procedures for the I
47 equitable sharina of·' program ios&es· amona' , all . members in 
48 accordance with their total market share as follows: 
49 a. (1) By Man:h 1, 1993 and following the close of each 
50 calendaJ' year thereafter, on a date established by the board: 
51 (a) every carrier issuing health benefits plans in this State shall 
52 file with the board its net eamed premium for the preceding 
53 calendar year ending December 31i and 
54 (b) every carrier issuing individual health benefits' plans in the 
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1 State shall file with the board the net eamed premium on 'policies 
2 or contract.. issued punuantta paraarapb (1) of subsection b. of 
3 section 2 and section 3 of this act and the claims paid and the 
4 administrative expenses attributable to those poUciesor 
5 contracts. If the claims paid and reasonable administrative 
8 expenses for that calendar year exceed the net eamed premium 
1 and any investment income thereon, the amount of the exceu 
8 shall be the net paid loss for the carrier that shall be 
9 reimburseable under this act. For the PUrpOses of this subsection, 

10 "reasonable administrative expenses" shall be actual expenses or 
11 a maximum of 25% of premium, whichever amount illess. 
12 (2) Every member shall be Uable for an 888888ment .to 
13 reimburse carriers issuing individual health benefits plans in this 
14 State which sustain net paid 108888 for the previous year, unless 
15 the member has received an exemption from the board pursuant 
18 to subsection d. of this section and has written a minimum 
11 number of non-group persons as provided for in that subsection. 
18 The assessment of each member shan be in the proportion that 
19 the net eamed premium of the member for the calendar year 
20 precedina the assessment bears to the net eamed premium of all 
21 members for the calendar year precedin8 the assessment•. 
22 (3) A member that is financially impaired may seek from the 
23 commissioner a. defennent in whole . or in part from any 
24 
25 

assessment issued by the board. The commissioner may'defer, in 
whole or in part, the 8888SSIIlent of the member if, uI the opinion 

28 of th8 commissioner, the payment of the assessment .would 
27 endanaer the ability of the member to fulfill its contractual 
28 obligations., .. If an assessmentaaainst a meJDber is def.erred in 
29 whole or in f)art, the amount by which the assessment is deferred 
30 may be 8II888ed against the other. members in a manner 
31 consistent .with the basis for assessment set forth in this section. 
32 The member' receiving the deferment shall remain liable to the 
33 program for the amount deferred. 
34 b. The participation in the program as a member, the 
35 establishment of rates, fonna or procedures, or any other joint, or 
36 collective action required by this act shall not be the basis of any 
37 legal action, criminal or civil liability, or penalty against the 
38 program, a member of the board or. a member.of .the program 
39 either jointly or separately except as otherwise provided in this 
40 act. 
41 c. Payment of an assessment made wuier this section shall be 
42 a condition of issuing health benefits plans in the State for a 
43 carrier. Failure to pay the assessment shall be.: gmunds for 
44 forfeiture of a carrier's authorization to issue health benefits 
45 plans of any kind in the State, as well as any other penalties 
46 pennitted by law. , .. '. ., .' 
47 d. (1) NotwithstBnding the provisions of this a~_t to the 
48 contrary, a carrier may apply to the board, by a date established 
49 by the board. for Bn exemption fmm the assessment and 
50 reimbursement for lossespmvided for in this section. ,.A carrier 
51 which applies for Bn exemption shan agree to enroll or insure' a 
52 minimum number of flOn-group persons on an open fJDl'Olbnent 
53 community rated basis, under a managed care or indemnity plan, 
54 as specified in this subsection, provided that Boy indeninity plan 
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1 80 ialued confonna wi th MOtions 2 throUlh 1, .inclusive, of this 
2 act. For the PUIVA8I of this subsection, non-group persons 
3 include indivlduGlly enrolled pe~ns, .conversion policies· issued 
4 pursuant to this act, Medicare coat and risk lives and Medicaid 
5 and HealthStart Plus recipientsi .except. that in. detenninina 
8 whether the carrier meets the minimum number of non-group 
7 persons rflqulred pursuant to this subsection, the num~er of 
8 Medicaid recipients and Medicare cost and risk lives shall not 
9 exceed 60.. of the total. 

10 (2) Notwithstanding the provisions of parasraphJl) of this 
11 subIoction to the contrary, a health maintenance orsanization 
12 qualified punuant to the "Health Maintenance Organization Act 
13 of 1973," Pub.L 93-222 (42 U.S.C.f300e et seq.) and tax exempt 
14 punuant to paragraph (3) of subsection (c) of section &01 of the 
15 federal Intemal R.evenue Code of 1986, 26 U.S.C.1501, may 
18 include up to one third Medicaid recipients and up to one third 
17 Medicare recipients in detennining whether it meets its minimum 
18 number. 
19 (3) The minimum number of non-.roup persons, 86 determined 
20 by the board, shall equal t~etotalnumber of community rated 
21 and modified community rated, individually enrolled or insured 
22 persons. includiq Medicare COlt and risk lives and enrolled 
23 Medicaid and HealthStart Plus lives, of all carriel'S subject to this 
24 act 86 of the end of the calendar year, ~ultiplied by ~he 

25 proportion that that carrier I s net eamed premium bean to the 
26 net eamed premium of all camel'S for that calendar year. 
27 including thoae camenthat are exempt from the assessment. 
28 (4) Within 180 days after the effective date of this act ~ on 
29 or before March 1 of each year thereafter, every carrier seekins 
30 an exemption pursuant to this subsection shall file with the board . . 

31 a statement of its net eamed premium for the preceding calendar 
32 year. The board shall determine each carrier's minimum number 
33 of DOD-Sroup persons in accordance with this subsection. 
34 (6) On or before March 1 of each year, every carrier that was 
3& granted an exemption for the precedins calendar year shall file 
36 with the board the number of non-Il'OUP persons. by category, 
37 enrolled or insured as of December 31 of the preceding calendar 
38 year. 
39 To the extent that the carrier has failed to enroll the minimum 
40 number of non-sroup persons'established by the board. the carrier 
41 shall be assessed by the board on a pro rata basis for any 
42 differential between the minimum number established by the 
43 board and the actual number enrolled or insured by the carrier. 
44 . (6) A c~er that applies .for the exemption shall be .detimed -to 
45 be in compliance with the requirements of this subsection if: 
46 (a) by the end of calendar year· 1993, it has enrolled or insured i 
47 at least 40% of the minimum number of non-sroup persons 1 

I 
48 required: . 
49 (b) by the end of calendar year 1994, it has enrolled or insured 
50 at least 16% of the minimum number of non-group persons I

required:. and . . ..51 
52 (c) by the end of calendar year 1995, it has enrolled or insured 
63 100% of the minimum number of non-ll'Oup persons r8quired~ I 
54 (1) Any carrier that writes both manased care and indemnity i 

I, 
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1 bUl1n888 that is granted an exemption pursuant to this sUbsection 
2 may satisfy its obligation to write a minimUm nwnber of 
3 non-lroup persons by writing either managed care or indemnity 
4 business, or both. 
& e. Notwithstandins the provisions of this section to the 
6 contrary. no carrier shall be liable for an aaaeument to reimburse 
'1 any carrier pursuant to this section in an amount which: exceeds 
8 36'"' of the auregats net paid losses of all carriers filing 
9 pursuant to paragraph (1) of subsection a. of this section. To the 

10 extent that this Umitationresults in any unreimbursed pai~ losses 
11 to any carrier, the unreimbursed .net paid loues shall be 
12 cliatributed among carriers: (1) which owe asseuments pursuant to 
13 paUlraph (2) of subsection· a. of this section: (2) whose 
14 assasments do not exceed 35% of the aggregate net paid losses 
16 of all carriers; and (3) who have not received an exemption 
16 pursuant to subsection d. of this section. For the purposes of 
1'1 paUlreph (3) of this subsection, a carrier shall be deemed to have 
18 received an exemption notwithstanding the fact that the carrier 
19 failed to enroll or insure the minimwn number of non-group 
20 penons required for that calendar year. 
21 12. (New section) a. No later than March I. 1993. any carrier 
22 iIIuinB individual health benefits plana in the StateshaU file with 
23 the board a statement of any net paid losses for. the ~alendar year 
24 endina December 31. 1992. as calculated pursuant to subeeCtion 
25 a. of section 11 of this act. along with any supportina information 
26 required by the board. 
27 b. The losses filed pursulJllt to subsection a. of this section 
28 shall be reimbuned in an amount up to $10,000,000 or &0,. of the 
29 paid 10888S, whiChever amount is less, to the carrier filinl the 
30 losses. The assessment shall .be made as a~ate .1SS8IISI1l8Dt 
31 from those required pursuant to section 11 of this. act, but shall 
32 be assessed in the same manner and at the same time .. the first 
33 assessment made after the effective date of this act as provided 
34 for in section 11 of this act, except that the carrier filing for the 
35 reimbursement shall not be subject to an 888essment pursuant to 
36 this section. 
37 13. (New section) The board shall determine whether any 
38 carrier has a disproportionate share of substandard risks insured 
39 or enrolled under its individual health .benefits plans and shall 
40 make recommendations to the Governor and the Legislature for 
41 remedial action to minimize .the 19ssessustained by the carrier as 
42 a result of insuring these risks. 
43 14. (New section) A health benefits plan issued pursuant to 
44 section 3 of this act may be sold through an uisurance producer 
45 licensed pursuant to P.L.1987, c.293 (C. 17:22A:':'1 et seq.)~ 
46 16. (New section) Notwithstanding the provisions of P.L.1973, 
47 c.337 (C.26:2J -1 et seq.) to the contrary. a health maintenance 
48 organization shalf not be required to submit any rate fiJ.inas with 
49 the commissioner for an individual health benefits l'lan that is 
60 subject to the provisions of this act, but shall be subject to the 
51 minimum loss ratio provisions of section 8 of this act. 
52 16. The board shall, pursuant to the provisions of the 
53 "Administrative 'Procedure Act." P.L.1968. c.410 «(:.62:148-1 et 
54 seq.), promulgate rules and regulations necessary to effectuate 
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1 the provisions of sections 1 throup 15, inclusive, of this act. 
2 11. Sections 1 throush lS, inclusive, .of this act shall be known 
3 and may be cited as the "Individual Health Insurance Refonn 

~l. . 

,
 

4 Act." 
5 18. Section 3 of P.L.1985, c.236 (C.l1:48E-3) is amended to
 
6 read as follows:
 
1 3. a. No health service corporation shall be established as a
 
8 corporation Ol1anized for pecuniary profit. Every> health service
 
9 corporation established pursuant to the provisions of this act shall
 

10 be operated for the benefit of its subscribers. 
11 b. No person, firm, association or corporation, other than a 
12 health service corporation or an insurance company authorized to 
13 transact life or health insurance in accordance with Title 118 of 
14 the New Jersey Statutes, shall establish, maintain or operate a 
15 health service plan. No person, finn, association or corporation, 
16 other than a hospital service corporation, a medical service 
11 corporation, a dental service corporation to the extent pennitted 
18 by P.L.I968, c.306 (C.11:48C-l et seq.), or an insurance company 
19 authorized to transact life or health insurance business or the 
20 kinds of insurance specifiSd in subsection (d) of R.S.17:17-1. shall 
21 otherwise contract in this State with persons to pay for or to 
22 provide for health services. on the basis of premiums,or other 
23 valuable considerations to be collected by the person, finn, 
24 association or corporation from any persons for the issuanc.e of 
25 the contracts. This section shall not be construed as preventing 
26 the exercise of .any authority or privilege granted t~ any 
21 corporation by a certificate of authority issued by the 
28 commissioner pursuant to any law of this State, or as preventing 
29 any person, firm. association or corporation from furnishing 
30 health ~rvicest8Quired under any workers I compensation law. or 
31 law pertaining to health maintenance organizations, or as 
32 otherwise provided by law. 
33 c. A health service corporation shall, unless prohibited by the o 
34 commissioner, offer as an option medical-surgical contracts and 
35 dental subscriber contracts which afford subscribers prepaid or 
36 postpaid benefits pursuant to which payment is, made to 
37 participatinB provide~ for medical-surgical and dental. services 
38 rendered by a pmicipatingpl'Ovider network with agreements 
39 granting an aggregate differential allowance or,discount ,on 
40 charges, as well as a limit on total allowances whtchmay or may 
41 not be related to the subscriber's income level, where. the 
42 aggregate differential or discount on charges and limit on total 
43 allowances may be achieved by pa,yment of either the individual 
44 provider's actual charge or the health service corporation's 
45 allowance on the charge, whichever is less. . . 
46 d. A health service corporation !ihalll, unless the commissioner 
47 otherwise directs,] maintain ~a continuous] !!! open enrollment 
48 period(, providing] for coverage to persons who are otherwise 
49 unable to obtain hospital, medical-surgical, or major medical 
50 coverage in accordance with the provisions of P.L. c. (C. )! 

51 (now pendin, before the Legislature as this bill). . 
52 e. No health service corporation shan have the power to 
53 underwrite life insurance as defined in Title 178 of the New 
54 Jersey StatuteS directly, but a health service corporation may, at 

c 
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1 such time as the allrelate· special,continlent IUl'Plus. ia lreater 
2 than OIMl, -own stock· in, control, or otherwise become affiliated 
3 with a Ufe, heelth or accident insurance company orBanized 
4 pursuant to Title 118 of the New JeneyStatutes or under ,the 
5 laws of any other state, provided that the. company is admitted in 
6 tbis State. 
1 f. No health service corporation shall soUcit subscribers or 
8 enter into any contract with any subscriber until it has received 
9 from the comml$8ioner a certificate of authority to do so,but If 

10 a health service corporation ia, established by meana of the 
11 merpr of a medical service corporation· into a hospital service 
12 corporation, which hospital service. corporation po8I8888S a valid 
13 certificate of authority issued prior to the effective. date of tbis 
14 act, the health service corporation thus establiahed need not 
15 reapply for a new certificate of authority, but the corporation 
18 shall me in the Department of Insurance any documents relatinl 
11 to the mel'ler which the commi&&ioner may require. 
18 I. Nothinl in this act shall be deemed to prohibita health 
19 service corporation from<contra~tinl"with, or paYinl commissions 
20 to. any duly licensed affiliated·' or. independent insurance 
21 producer, to the extent pennitted by the laws applicable to those 
22 producers. 
23 (cf: P.L. 1988. c. 11. s. 1) ... .'. 
24 19. Section 21 of P.L.l98&. c.236 (C.t1:48E-27) is amended to 
25 read as follows: ' . 
28 21. No health service corporation shall issue individual 
27 contracts Wltil it has [filed) made an ·infonoationa! filiryr with the 
28 commissioner. pursuant to the provisions of tbis ~t. of a full 
29 schedule of rates. whicb are to apply to those contracts., [The 
30 commissioner may ~prove the rates applicable to Il'OUP or 
31 iDdividual contracts at any time if hefinda that the rates are 
32 exclllive. inadequ"te or unfairly discriminatory, and it shall,be 
33 unlawful for any corporation to effect any contract accordinl to 
34 those rates thereafter.] The rates shall be fonnulatedso that the 
3& anticipated minimum loss ratio for a .contract fonn shall not be 
38 less than 151M1 of the premium. The health service corporation 
31 shall submit with its rate filing supporting data that the 
38 corporation is in compliance with the anticipated loss ratio 
39 requirement. The supporting data .and certification required 
40 pursuant to subsection e. of section 8 of P.L. • c. (C. ) (now 
41 pending before the Legislature as this bill) shall satisfy the 
42 f!'9uirements of this section. 
43 (cf:P.L.1988, c. 71,s. 6) 
44 20. Section 7 of P.L.l988, c.71 (C.l1:48E-27.1) is amended to 
45 read as follows: 
46 7. A health service corporation shaIi (file notice] make an 
47 infonnationa! filing of any chanae in its rat~ for coverale Wlder 
48 individual contracts which are not experience rated. alonl with 
49 supportinl infonnation as [the commissioner deems necesSary at 
50 least 45 days] requir8d pursuant to subsection e. of section 8 of 
51 P.L.· ! c.. (C. .) (now Rendins before the Lesislature as this 
52 bill). prior to the rates becominl effective. [Unless the rates are 
53 disapproved by the commissioner on or before the day the rates 
54 are to become effective, they shall be deemed to be .ppro~ed. In 
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1 his di8cretion, the commillioner may waive the 46 day period, or
 
2 my portion thereof.)
 
3 (cf:P.L. 1988, c. 71, S. 7)
 
4 21. This act shall take effect immediately. 
6 
8 
7 

8 
9 Requires all health insurers to offer individual health benefits 

10 cover.,e on a community rated basis. 

/, . 
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1 of three independent actuaries. The arbitration shall be in 
2 accordance with, and aovemed by, the Commercial Arbitration 
3 Rules of the American Arbitration A8Iociation. 
4 8. The board shall, ~rsuant to, the provisions of the 
5 "Administrative Procedure Act," P.L.1988, c.410 (C.S2:148-1 et 
6 seq.), promulgate rules and regulations nec8IIary to effectuate 
7 the provisions of this act. 
8 9. Tbis act shall be known and may be cited u the "Individual 
9 Health Insurance Refonn Act. " 

10 10. This act shall take effect immediately. 
11 
12 
13 STATEMENT 
14 
1& This bill reforms the individual health insurance market by 
18 requiring all health insurers, including health maintenance 
17 orawzations, to provide individual health insurance on a 
18 continuous open enrollment, guaranteed issue buis. Premiums are 
19 to be based upon a community rating system, although 
20 non-standard rates maybe' charged individuals with high risk 
21 health status. 
22 Under the provisions of the bin, aU health insurers are 
23 required, as a condition ofdOlDg bustileas, to offer at leut two 
24 individual health benefits plans: a baStc health benefits plan and 
25 an eDhanced health 'benefits plen. The cOVel'88e provided under 
28 the basic health benefits plan is based Upon the Coverage required 
27 in basic health' care contracts or policies ~r the "Health Care 
28 Cost Reduction Act." 'lbe coverage provided under the basic 
29 health benefits plen may not exceed 80% of the actuarial value 
30 provided under the enhenced health benefiti plan. 
31 The bill also creates the New' Jersey Individual Health 
32 Coverage Program aovemed by a nine-member board ccmsisting 
33 of the Commissioner of Insurance, the Commissioner of Health, 
34 three public members, and, among others, a representative of a 
35 commercial insurer, a health service corporation, and 8 health 
36 maintenance o~aniza.tion. The program is aUthc»rized by the bill 
37 to: establish the, specific tenns of basic and, ,enhanced health 
38 benefits pl8JlS; approve rates for individual health benefits plans; 
39 and establish a fonnula, for permitting increases in premiums to 
40 renect trend increases in the cost of health care. In addition, the 
41 program will apportion losses in, the individu.al health benefits 
42 market among all insurers, health maintenance organizations, 
43 health, hospital and medical service corporations, multiple 
44 employer arrangements and third-party administrators in 
45 accordance with their respective shares of the total group and 
46 individual health benefits market. ' 
41 
48 
49 
50 
51 Requires all health insures to have open enrollment for individual 
52 health benefits coverage on a community rated basis. 
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ASSEMBLY INSURANCE COMMITTEE 

STATEMENT TO 

ASSEMBLY COMMITTEE SUBSTITUTE FOR 

AmmLY, No. 1654 

Sl'ATE OF NEW JERSEY 

DATED: November 9.1992 

The Asaembly Insurance Committee releues favorably the 
Allembly Committee Substitute for Alsembly Bill No. 1854. 

ThlI A81embly Committee substitute reforms the individual 
health Insunnc:e market by requiring all health insurers. includin, 
health maintenance or,anizations. to provide individual health 
insurance on a open enrollment. I\laranteed issue basis. All plans 
offered under the substitute would be community rated. 

Under the provisions of the committee substitute. all health 
insurers are required. as a condition of iauin, health benefits plans 
in the State. to offer five individual health benefits plans: a basic 
health benefits plan. a mana,ed care plan and three enhanced 
health benefit. plans of proportionally increasln, actuarial value. 
The covel'lle proVided under the basic health benefits plan is based 
upon the coverqe required in basic health· care contracts or 
pollcia UDder ~ "Health Care Cost Reduction Act." 

An individual health benefits p.an offered pursuant to this 
substitute bill shall contain a limitation of no more than 12 months 
on covel'lle for preexistin, conditions, except that the limitation 
shall not apply to an individual who satisfied a· 12 month preexistin, 
condition limitation under a prior ,roup or individual health benefits 
plan with no intervenin,lapse in coverqe. 

The committee substitute provides that a carrier may transfer 
to another carrier its obligation to provide individual health 
benefits plans. The transfer would not require any financial 
contribution by the transferring carrier, but the .. transferring 
carrier will continue to be liable for the assessment to cover losses 
of carriers that do provide the individual covera,e. 

The substitute bill creates the New Jersey Individual Health 
Coverage Pro81'am govemed by a nine-member board. All carriers 
subject to the provisions of the substitute bill shall be members of 
the program. The board members shall include: . 

-the Commissioner of Insurance; . " 
-four public members appointed by the Governor with the advice 

and consent of the Senate. including a representative of an 
employer and a representative of organized .labor. both of whom 
shall have experience in the management .or administration of an 
employee health benefits plan. and two consumers of a health 
benefits plan who are reflective of the population in the State; and 

-four members who represent carriers, who are elected· by the 
members subject to the approval of the commissioner. including 
representatives of a health service corporation. a health 
maintenance organization, a mutual health insurer of this State, and 
a foreign health insurance complUlY authorized to do business in this 
State. 

The program shall have the general powers and authority 
granted under the laws of New Jersey to insurance companies. 
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health service corporations and health maintenance organizations 
licensed or approved to transact bUliness in this State, except that 
the program shall not have the power to il8Ue health benefits plans 
directl, to either sroup8 or individuall.· 

The board shall establish procedures for the equitable sharing of 
prolram losses among all members in accordance with their total 
market share. The board shall assess members in the proportion 
that the net eamed premium of the member for the calendar year 
precedins the assessment bears to the net eamed premium.of all 
members for the calendar year preceding the asse8S11lent. However, 
a carrier ma, apply to the board for an exemption from the 
lIlI8SIIIlent and reimbursement for losses provisions by agreeing to 
accept itl market share of individual enrollees or insureds in either 
a manaled care or indemnity plan. 

The board shall have the authority to: 
-- review rate applications and form filinls submitted by 

carriers in accordance with this substitute bill. Rates shall be 
fonnulated 10 that the anticipated minimum loss ratio for each 
policy or contract form is no less than 15% of the premium; 

-- define the proVisions of individual health benefits plans in 
accordance with the requirements of this bill and develop up to five 
rider packqll in addition to the five health benefits plans; 

-- enter into contracts which are necessary or proper. to carry 
out the provisions and purposes of this bill; 

-- establish minimum requirements for performance stenclardl 
for carriers that are reimbursed for losses submitted.tothe program 
and provide for performance audits from time to time; . 

-- sue or be sued; including taking any legal actions nec~or 
proper for recovery of an assessment for, on behalf of. or against 
the prolram or a member; 

-- appoint from amons its members appropriate legal, actuarial, 
and other committees as necessary to provide technical and other 
aasistance in the operation of the program, in policy and other 
contract design, and any other flDlCtion within the· authorit, of the 
prosram; and . 

-- borrow money to e(fect the· purposes of the program. Any 
notes or other evidence of indebtedness of the program not in 
default shall be legal investments for carriers and may be carried as 
admitted assets. . . - .. ~ . 

Finally, the committee substitute amends section 21 of 
P.L.1985. c.236 (C.17:48E-27) and section 1 of P.L.1988,c.11 
(C.17:48E-27.1) enabling statutes (N.J.S.A.17:48E-27 and 27.1) 
regarding rates of Blue Cross and Blue Shield of New Jersey·s· 
(BC/BSNnto eliminate the Commissioner of Insurance's authority 
to disapprove BC/BSNI proposed rates. The amendments proVide, 
instead, that BC/BSNI shall enSure that its rates are formulated so 
that the anticipated minimum loss ratio is at least 15% of the 
premium on each contract form. This provision is conSistent with 
the loss ratio requirement established in· the substitute for all 
individual health benefits plans issued on and after the effective 
date of the committee substitute. The committee substitute also 
amends section 3 of P.L.1988, c.236 (C.I1:48E-3) conceming 
BC/BSNJ's status as the insurer of "last resort" to make it 
consistent with the requirements of the substitute. 
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GOVERNOR FLORIO SIGNS SWEEPING HEALTH INSURANCE REFORMS 

New Jersey today ushered in a new era of health care when 
Governor Jim Florio signed sweeping reforms that will help make 
insurance coverage and medical treatment available and affordable 
for virtually everyone. 

"Health insurance is not a privilege, it is a fundamental 
right,· Gov. Florio said. "These are the kinds of changes
President-elect Bill Clinton is proposing on a national scale, and I 
am pleased New Jersey has moved ahead." 

"This is a national problem, and it requires a national
 
solution. But New Jersey isn't waiting," Gov. Florio said.
 

"There are near ly I mi llion New Jers-ey residents wtio:do' not have 
health insurance coverage because they cannot afford it or because 
insurance companies won't enroll them," Gov. Flo~io said. "That is 
intolerable. These reforms will help make sure no one in our state 
has to lie awake at night wondering how to pay the bills if someone 
in the family ~P.ts sick." 

"For many of our hardworking people, the health insurance bill 
costs more than the mortgage, forcing more and more families to drop
their coverage and take their chances. And when someone in that 
family gets sick, they go to a hospital emergency room, the single 
most expensive setting to get medical treatment," Gov. Florio said. 

"The changes we are making here in New Jersey will make sure
 
more people are covered, and will shift the care'they receive away

from emergency rooms and toward preventive care where it belongs,"

Gov. Florio said.
 

"The reforms put an end to a system where people were routinely
turned down for coverage and wound up in emergency rooms, waitinG 
five hours to see a doctor for five minutes,· Gov. Florio said. ~At 
a time when modern medicine has given us cures for once-fatal 
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illnesses, too many people have seen the fear of illness replaced by
the fear of financial ruin from paying the bills. Too often, you
seek treatment to get well, and the bill makes you sick," 

The reforms will require health insurers to provide mandatory 
open enrollment and community rating requiring insurers to cover all 
individuals seeking coverage, as well as small groups of fewer than 
50 people. They also wi 11 requi re companies to streamline and cut 
wasteful administrative costs by offering five standardized policies. 

Finally, companies will be required to spend at least 75 cents 
of every premium dollar collected on actual medical benefits, and no 
more than the remaining 2S cents on administrative costs, overhead 
and proUts. 

Under the current system, insurers have been free to pick and 
choose among applicanta, and only Blue Cross has had to cover all 
those who seek coverage. As a result, commercial insurers only 

!carry good risks, few companies write individual policies, Blue l 

Cross' risk pool continues to worsen, and more and more families are j 
forced to drop their coverage, i 

i
COl'lllunity rating will require insurance companies to set one 

rate for everyone regardless of age, occupation or other factors, I 
spreading the risk across a broad base of policyholders, This 
replaces the system where companies use age, health status, 
occupation, sex and geographic location in setting rates. Older 
people have had to pay five or more times what young people pay,
people in certain occupations can pay up to twice what those in 
other occupations pay, and people in some geographic areas can pay f 
up to twice what people in other areas pay, 

"Right now, health insurance companies spend up to 40 cents of 
every dollar in small group business on administrative costs and 
deciding who not to insure. . It has become a business of -risk 
avoidance, rather than risk spreading," Gov, Florio said. "We're 
taking insurance back to what it was supposed to be, For too long
insurance companies have concentrated on figuring out who not to 
insure. That·s not fair, and it's not going to continue." 

The third reform measure creates New Jersey SHIELD, which will 
provide coverage for those unable to afford health insurance. New 
Jersey SHIELD will be targeted toward the working uninsured, people
who are temporarily unemployed, and part-time or seasonal workers. 
It will use a sliding income scale with modest co-payments so that 
people can receive coordinated care from practitioners in their 
local communities, and will direct health care dollars now spent on 
emergency room treatment for these families to preventive and 
primary care instead. 

The managed care program under New Jersey SHIELD is similar to 
Hawaii's successful health insurance system which insures 98 percent
of its residents with either employer-bBlSed insurance or its state 
health insurance plan. 

---------------'------------------ -----.­

~ 



New Jersey SlfIBl,D, which would take effect Jan. 1,' 1'94, is not 
a replacement for Medicare, Medicaid or existing private insurance 
companies, but will be there for people who are not eligible, or 
cannot afford, existing coverage programs. New Jersey SHIELD also 
is not a .tate-run insurance system, but instead would contract with 
the be.t existing' providers. 

Under New Jersey SHIELD, families would receive a .tandard 
benefit. package that include.: 

PreftDtlYe Care 
Pd_cy care 
_rgellCF ...... "l.lt. 
Pnacrlptl_ 4ft•• 
ao.pltal1.atloD 

The health insur.nce reform. were en.cted attbe .... ti.. tbat 
New Jer.ey replaced its system for funding·ho.pit.l c.re forthoae 
who c.n't afford to p.y for it. The prior fundlnvsyatem, whicb 
relied on a 19 percent tax on all ho.pital biU.,h.d been ruled 
illeV.l for .elf-insured he.lth plan. by a fed.r.l judge. The 
prim.ry u.ers of tbe uncompen.ated care tru.t fund are unin.ured 
working f.milie., tho.e not old enough for Medic.re who do not h.ve 
coverage from their employer and earn too much to qualify. for 
Medicaid. . 

Under the new funding sy.tem, that tax on hospital bill. will be 
replaced by funding from the state unemplo~ent insurance fund. A 
trigger that would rai.e tbeunemployment tax on employer. will tske 
effect if the fund, now at $2.4 billion, drop. below $1.5 billion 
after July, 1994. 
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